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Group Audits Discussion Memorandum  

 

I. Objectives of Agenda Item 1 

• To discuss a draft of a proposed SAS Special Considerations—Audits of Group Financial 
Statements (Including the Work of Component Auditors and Audits of Referred-to Auditors) 
that is based on International Standard on Auditing (ISA) 600 (Revised), Special 
Considerations—Audits of Group Financial Statements (Including the Work of Component 
Auditors)  

 
• To vote to issue the proposed SAS as an exposure draft.  

 

II. Members of the Group Audits Task Force 

Dora Burzenski, Chair; assisted by Lauren Kolarik 
Mike Bingham 
Monique Booker 
Harry Cohen 
Heather Funsch 
Clay Huffman 
Maria Manasses 
Staffed by Judith Sherinsky 
 

III   Background 

In April 2020, the IAASB issued an exposure draft of proposed ISA 600 (Revised) intended to 
strengthen the auditor’s approach to planning and performing a group audit and  clarify the interaction 
of ISA 600 with the other ISAs, including ISA 220 (Revised), Quality Management for an Audit of 
Financial Statements, ISA 315, Identifying and Assessing the Risks of Material Misstatement, and ISA 
330, The Auditor’s Responses to Assessed Risks.  The Auditing Standards Board (ASB) has been 
monitoring the IAASB’s discussion of the revisions to extant ISA 600 in preparation for the issuance of 
an exposure draft (ED) of a proposed SAS that would converge extant AU-C 600 Special 
Considerations—Audits of Group Financial Statements (Including the Work of Component Auditors) 
with ISA 600 (Revised). In September 2020, the ASB submitted a comment letter on the ED to the 
IAASB, and in March, June, September, and December 2021, the ASB and its International Auditing 
Standards Task Force provided input to the AICPA’s IAASB representative on the March, June, 
September, and December 2021 drafts, respectively. At its December 2021 meeting, the IAASB voted 
to approve proposed ISA 600 (Revised) as a final standard.   
 
At its January 2022 meeting, the ASB discussed a draft of the proposed SAS, which like the March 2022 
draft, contains the following features: 

 
• Retains the options in extant AU-C section 600 for the group engagement partner to do the  

following:   
 

 Assume responsibility for, and thus be required to be involved in, the work of  
component auditors, insofar as that work relates to the expression of an opinion on the 
group financial statements  
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 Not assume responsibility for, and accordingly make reference to, the audit of a 
component auditor in the auditor's report on the group financial statements (i.e., 
“making reference”) 

• Revises the terminology used to describe the assuming responsibility option to reflect the 
following  changes to extant AU-C section 600 introduced by  the proposed SAS: 

 Introduces the term referred to auditor. The proposed SAS defines  a referred-to auditor 
as an auditor who performs an audit of the financial statements of a component to which 
the group engagement partner determines to make reference in the auditor’s report on 
the group financial statements. The definition indicates that a referred-to auditor is not 
a component auditor, and accordingly, is not a part of the engagement team in a group 
audit.  

 
 Revises the definition of the term component auditor. In  extant AU-C section 600, the 

term component auditor is defined as an auditor who performs work on the financial 
information of a component that will be used as audit evidence for the group audit. In 
the proposed SAS, the definition of component auditor is revised so that it does not 
include referred-to auditors.  

 
It is the ASB’s strategy to converge its standards with those of the IAASB, while taking into 
consideration the standards of other standard-setters. The goal of convergence is to minimize 
differences between the ISAs and the SASs. The ASB used ISA 600 (Revised) as the base in 
developing the proposed SAS. The primary difference between the proposed SAS and ISA 600 
(Revised) is the addition of the paragraphs on making reference from extant AU-C 600 (modified as 
little as possible, so as to preserve extant AU-C 600). The only other changes that have been made to 
ISA 600 (Revised) are the following:  
 

• Changes to reflect differences between extant AU-C 600 and extant ISA 600 that currently 
exist, unrelated to making reference 
 

• If needed, changes to the requirements to reflect the uniqueness of the US environment  
 

• If needed, the addition or deletion of application material to reflect the uniqueness of the US 
environment 
 

• Changes to reflect ASB drafting conventions (e.g., replacing shall with should) 
 

• Limited, minor editorial changes. 

 
 

Changes Made to the January 2022 Draft of the Proposed Group Audits SAS 
 
The following matrix  identifies  the paragraphs in the March 2022 draft of the proposed group audits 
SAS that have changed  since the January 2022 ASB meeting (other than clearly editorial or 
formatting changes), and the rationale for the change. The changes are  reflected in  Agenda Item 1A, 
“Proposed Group Audits SAS (March 2022 Draft Marked From the January 2022 Draft).” The draft also 
reflects the renumbering of the paragraphs in sequential order. Unless otherwise indicated, all 
changes to the January draft were made in response to ASB comments during the  January 2022 ASB 
meeting  or received offline. 

 
 
 
 
 



Agenda Item 1 – Group Audits Discussion Memorandum 
 

3 of 9 
 

Explanation of Changes Made to the January 2022 Draft of the Proposed Group Audits SAS 
 

Paragraph 
Number in the  

March 2022 
Draft 

Changes and the Rationale for Those Changes 

7 • Added language to emphasize that referred-to auditors are not part of the 
engagement team.  
 

10 and 12 
 

• The changes in pars. 10 and 12  result from the ASB’s discussion of the  January 
27th turnaround draft. Added language to par. 10 to emphasize that (1) a  referred-
to auditor is not a component auditor and is not a part of the engagement team 
and (2) the terms component auditor and engagement team  do not include 
referred-to auditors.  
 

• In par. 12, added a reference to new Exhibit A  “Relevancy of Requirements in 
Various Group Audit Scenarios”) which identifies examples of  various scenarios 
that may exist in a group audit (e.g., the group audit is carried out entirely by the 
group auditor, or the group engagement partner is making reference to the audit 
of a referred-to auditor) and the requirement paragraphs  in the proposed SAS that 
are relevant to that scenario.  
 

11, .A12, 
.A14–.A18, 
.A102, and 
.A190  

• The changes to these paragraphs  result from the ASB’s discussion of the  January 
27th turnaround draft. The word “exercising” in the phrase  “exercising professional 
skepticism”  has been replaced with the word  “maintaining” to conform with other 
AU-C sections. 
 

15 and 19 • During the  January 2022 meeting, the ASB discussed whether to retain the 
objective related to making reference to the audit of a referred-to auditor  in the 
list of objectives for the auditor in a group audit in par. 13 of the January draft 
(13J), [par. 15 of the March draft (15M)]. 
 

• It was noted that the “objectives” in the AU-Cs are intended to be broad and 
overarching, and that the inclusion of an objective narrowly related to making 
reference (e.g., how to obtain audit evidence) did not appear to fit into that 
structure. Additionally, it was noted that paragraph 17J(19M)  already discusses 
considering making reference as part of an overall conclusion on whether 
sufficient appropriate audit evidence had been obtained. 
 

• It was noted that while it is not critical to include the concept of making reference 
in paragraph 19M, the ASB had requested that the concept be included in the 
beginning requirements of the proposed SAS.  
 

• The Group Audits Task Force (task force) decided not to include  in the list of 
objectives in paragraph 15M, the objective  of determining whether to make 
reference to the audit of a referred-to auditor because making reference to the 
audit of a referred-to auditor is mentioned in paragraph 19M. For that reason, the 
paragraph after par. 19M (17.1J) was deleted. The application material in 
paragraph A41M addresses considerations related to obtaining sufficient 
appropriate audit evidence when making reference. 
 

16 • During the discussion of the January 27th turnaround draft, the ASB discussed 
changes to the definition of the term  referred-to auditor. The change was 
accomplished by  moving text in in paragraph .A26.1J to the definition of referred-
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Paragraph 
Number in the  

March 2022 
Draft 

Changes and the Rationale for Those Changes 

to auditor in par. 16M. For that reason, par. A26.1J is no longer needed and has 
been deleted. 
 

51-65 • As a result of the ASB’s discussion of the  January 27th turnaround draft, changes 
were made to the headings and subheadings in pars. 51M-65M to clarify that the 
material that follows those heading and subheadings relates to referred-to 
auditors. Additionally, the task force identified and made minor clarifying editorial 
changes to many of the related application  paragraphs. 
 

52 • Paragraph 50.2bJ (52M) requires the group engagement partner to  
a.  take responsibility for determining that referred-to auditors have the 

appropriate competence and capabilities and  
b.   if information about the results of the monitoring and remediation process or 

external inspections related to the referred-to auditor has been provided by 
the group auditor’s firm or has otherwise been made available, to determine 
the relevance of such information to the group auditor’s determination in 
paragraph 50.2 (a)J . 

 
• Upon researching the origin of this requirement, it became clear that the phrase 

“monitoring and remediation process” comes from ISA 220, Quality Management 
for an Audit of Financial Statements, and is specific to the firm’s monitoring and 
remediation process, including “the monitoring and remediation process  of the 
network and across the network firms.” Therefore, it did not make sense to retain  
this as a requirement when making reference. Par. 50.2bJ has been deleted.  
Additionally, this requirement does not exist in extant AU-C section 600. 

 
54 • Modified to address  areas  identified by the task force that required clarification. 

 
56 • Par. 56M was modified to be consistent with par. 59dM. Extant AU-C 600 indicates 

that an auditor’s report using the PCAOB standards is acceptable, therefore, it 
seemed logical that paragraph 56M  should include  an explicit statement that an 
auditor’s report using the PCAOB standards is also acceptable when making 
reference. 
 

62 • The task force noted that AU-C section 550, Related Parties, is applied at the 
engagement team level, so it does not appear appropriate to include the words “In 
applying AU-C section 550” in par.  62bM when discussing communications with 
a referred-to auditor, because a referred-to auditor is not  part of the engagement 
team. 
 

• As a result of the January 27th discussion of the turnaround draft, the words 
“material misstatement” were deleted from par. 62cM to conform with the definition 
of significant risk in SAS No. 145. Additionally, the task force identified and made 
further changes to  clarity par. 62dM. 
 

• As a result of these changes, application paragraphs .A118M and .A184M were 
added to  emphasize that a referred-to auditor and a component auditor could 
identify related party relationships, and that the group auditor still has a 
responsibility to communicate such relationships to other referred-to auditors or 
other component auditors if relevant to their work. 

66 and 67 •· Paragraphs 49J (66M) and 50J (67M) address subsequent events. Paragraph 



Agenda Item 1 – Group Audits Discussion Memorandum 
 

5 of 9 
 

Paragraph 
Number in the  

March 2022 
Draft 

Changes and the Rationale for Those Changes 

49J (66M) is an overarching requirement (applicable regardless of whether the 
group auditor involves component auditors or makes reference) and paragraph 
50J (67M),  which requires the group auditor to request component auditors to 
notify the group auditor if they become aware of subsequent events that may 
require adjustment of, or disclosure in, the group financial statements, is specific 
to component auditors. 

 
• The ASB noted that par. 50.13J, which addresses the group auditor’s responsibility 

for requesting referred-to auditors to perform procedures designed to identify 
events that may require adjustment of, or disclosure in, the group financial 
statements, is similar to/overlaps  par. 50J(67M),  

 
• Upon consideration, it was determined that the overarching requirement  in par. 

49J (66M) could be moved to after the “making reference” paragraphs without 
disturbing the flow of the proposed SAS, and that par. 50J (67M) could be moved 
with no impact to the flow. Additionally, the related application paragraphs 
A147.14.2J (.A185M-A 187M)  were also moved. 

 
70 • The application material in paragraph A17.2J(A196M) was  linked to  par. 70M, 

given that it is relevant. 
 

 72 and 73 • Expanded pars. 72M and 73M to include referred-to auditors, given that the 
scenarios are not just restricted to group audits involving component auditors. 
 

.A3 • Par .A17.3J comes from extant AU-C section 600.A14, under the heading 
“Considerations Specific to Governmental Entities.” Upon further consideration, 
and based on ASB comments, it was determined that a more appropriate 
placement is  in paragraph .A3M, given that the first 2 sentences of par .A3 are 
related. Additional modifications were made to the extant language to make it clear 
that it relates to governmental entities, and that the auditor is responsible for 
reporting on each audit engagement in accordance with the AU-Cs. 
 

.A19 • Modified for clarity. 
 

.A41 • Modified for clarity. 
 

.A43 • Added par. A43M  in response to  a suggestion from the ASB. The language is 
derived from chapter 4 of the extant AICPA State and Local Governments A&A 
Guide. 
 

.A59 • Modified for AU-C conventions and wording. 
 

.A60 • Added par. A60 in response to a suggestion from the ASB. The language is 
derived from the extant AICPA State and Local Governments A&A Guide. 

  
.A65 • Modified for clarity (identified by the task force). 

 
 .A68-.A69  • Pars. A68M-A69 are only relevant to component auditors; therefore, references to 

referred-to auditors were removed. The relevant ethical requirements for referred-
to auditors,  including those related to independence, are now separately 
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Paragraph 
Number in the  

March 2022 
Draft 

Changes and the Rationale for Those Changes 

addressed in par. .A165M.  
 

.A79-.A80 and 
.A169-.A170 

• The ASB noted that the application material in paragraphs .A7J9J-.A80J is 
comingled for component auditors and referred-to auditors, and it was suggested 
that the material be separated. Therefore, references to referred-to auditors were 
removed from paragraphs .A79J-.A80J and the equivalent application material for 
referred-to auditors was placed in paragraphs .A169M-.A170M.  
 

.A86 • Added for consistency with the proposed QM SAS. 
 

.A96 • Modified to remove the reference to referred-to auditor. Deleted the last sentence 
given the lack of relevancy in the U.S. jurisdiction under the proposed “Responding 
to Noncompliance With Laws and Regulations” interpretation of the AICPA Code 
of Professional Conduct. However, this modification still leaves open the question 
as to whether there is a communication requirement when a referred-to auditor is 
used. Possible alternative language for the Board to consider is as follows: 
 

In applying AU-C section 250,1 the group engagement partner may become 
aware of information about noncompliance or suspected noncompliance with 
laws or regulations. In such circumstances, the AICPA Code of Professional 
Conduct requires the group engagement partner to consider whether the 
matter may be relevant to one or more components whose financial or other 
information is subject to procedures performed for the purposes of the group 
audit and take steps to have the noncompliance or suspected noncompliance 
communicated to those performing work at components where the matter may 
be relevant, unless prohibited from doing so by law or regulation.the group 
engagement partner may have an obligation under relevant ethical 
requirements, laws or regulations, to communicate the matter to the 
component auditor.2 The obligation of the group engagement partner to 
communicate noncompliance or suspected noncompliance may extend to 
auditors of the financial statements of entities or business units for which an 
audit is required by law or regulation or performed for another reason, but for 
which no audit work is performed for purposes of the group audit. 

 
.A103 • Modified to be consistent with other AU-C sections. 

 
.A133 • Clarified the application material because  it was read by some to imply that the 

group auditor doesn’t need to communicate performance materiality (which is 
not the intent of the application material). 
 

.A146 • Modified for clarity. 
 

.A158 • Modified for clarity and to be consistent with other AU-C sections. 
 

.A160 • The last sentence of par. A160M was removed, given the lack of relevancy in 
the U.S. jurisdiction. 

 
1  AU-C section 250, Consideration of Laws and Regulations in an Audit of Financial Statements 
2 See, for example, paragraphs 22–23 of the proposed “Responding to Noncompliance With Laws and 

Regulations” interpretation of the AICPA Code of Professional Conduct  
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Paragraph 
Number in the  

March 2022 
Draft 

Changes and the Rationale for Those Changes 

 
.A164-.A187 • Modifications for clarity were made throughout (These changes were identified 

by the task force.) 
 

.A164 • Added a reference to Exhibit A to provide additional guidance about which 
paragraphs are relevant when involving component auditors or making 
reference to referred-to auditors. 
 

.A175 • The changes to par. A175M  resulted from the ASB’s discussion of the  January 
27th turnaround draft. In addition,  further changes were made for clarity. (These 
changes were identified by the task force). 
 

.A183-.A185 • These paragraphs are consistent with extant AU-C section 600. In previous 
versions of the proposed SAS, this application material existed for referred-to 
auditors, however it was located earlier in the proposed standard. It has now 
been moved to the making reference section. 
 

.A189 • The change to par. A190M was made as a result of a conforming amendment 
with SAS 145 
. 

.A191, .A196, 
.A201 

• Modifications were made to incorporate the concept of referred-to auditors 
(These changes were identified by the task force.) 
 

.A207 • Deletion of text given that the related requirement is not relevant to referred-to 
auditors. 
 

.A213 • Change made to conform to AU-C  section 701, Communicating Key Audit 
Matters in the Independent Auditor’s Report. 
 

 
 
Conforming Amendments to AU-C section 935 Related to AU-C section 600 

AU-C section 935, Compliance Audits, addresses the application of GAAS to a compliance audit. AU-
C sections 200–900 address audits of financial statements, as well as other kinds of engagements. 
Generally, these AU-C sections can be adapted to the objectives of a compliance audit. However, 
certain AU-C sections, or portions thereof, are not applicable to a compliance audit because (a) they 
are not relevant to a compliance audit environment, (b) the procedures and guidance would not 
contribute to meeting the objectives of a compliance audit, or (c) the subject matter is specifically 
covered in AU-C section 935. These AU-C sections, or specified requirements thereof, are identified in 
the appendix to AU-C section 935, “AU-C Sections That Are Not Applicable to Compliance Audits” 
(“the Appendix”).  

The AU-C 935 Task Force was charged with proposing amendments to AU-C section 935 considering 
the proposed group audits SAS. Currently, extant AU-C section 600 applies in a compliance audit, 
except for certain requirements identified in the Appendix. The Task Force is composed of various 
individuals with extensive expertise related to compliance audits. Concerns were expressed that the 
various concepts in AU-C section 600, such as what is a group, what is a component or significant 
component, and who is a component auditor, are extremely difficult to adapt and apply to a 
compliance audit. The Task Force also discussed the proposed group audits SAS and the more 
specific requirements related thereto, which are in the context of group financial statements. Concerns 
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continued to be expressed with applying the proposed group audits SAS in a compliance audit, 
particularly as the proposed SAS has an increased focus on a consolidation process and aggregation 
risk. 

AU-C section 935 applies when a governmental audit requirement requires a compliance audit in 
accordance with US GAAS. However, certain governmental audit requirements require a compliance 
audit in accordance with the attestation standards. The attestation standards include the following 
requirements in AT-C section 105, Common Concepts to All Attestation Engagements, related to using 
the work of an other practitioner. 

.33 When the practitioner expects to use the work of an other practitioner, the practitioner should 
(Ref: par. .A59–.A60)  

a.  obtain an understanding of whether the other practitioner understands and will comply with 
the ethical requirements that are relevant to the engagement and, in particular, is 
independent.  

b.  obtain an understanding of the other practitioner's professional competence.  
c.  communicate clearly with the other practitioner about the scope and timing of the other 

practitioner's work and findings.  
d.  if assuming responsibility for the work of the other practitioner, be involved in the work of 

the other practitioner.  
e.  evaluate whether the other practitioner's work is adequate for the practitioner's purposes.  
f.   determine whether to make reference to the other practitioner in the practitioner's report. 

The Task Force agreed with proposing revisions to AU-C section 935 that (a) indicate that the 
proposed group audits SAS (to be codified in AU-C section 600) does not apply in a compliance audit, 
and (b) include requirements similar to those related to using the work of another practitioner in the 
attestation standards (that is, paragraph .33 of AT-C 105). The Task Force believes that such changes 
would clarify the auditor’s responsibilities and potentially increase audit quality in this area. 

As such, the conforming amendments to AU-C section 935 indicate that AU-C section 600 is not 
applicable to engagements performed under AU-C section 935 and also propose additional 
requirements related to using the work of another auditor. These requirements are similar to AT-C 
section 105 but use language that is more aligned with US GAAS, particularly the proposed group 
audits SAS and the proposed Statement on Auditing Standards (SAS) Quality Management for an 
Engagement Conducted in Accordance With Generally Accepted Auditing Standards. 

Questions for the ASB 
1. Does the ASB agree with the conforming amendments to AU-C section 935 related to the proposed 
group audits SAS? 

 
 
Dora Burzenski, Chair of the ASB’s Group Audits Task Force  and a correspondent member of the 
IAASB’s ISA 600 Task Force, will lead the ASB in a paragraph-by-paragraph review of the 
requirements and application material of the proposed SAS (Agenda Item 1A) as well as a discussion 
of Agenda Item 1C, Amendments to Various Statements on Auditing Standards (SASs), to Reflect 
Proposed SAS Special Considerations—Audits of Group Financial Statements (Including the Work of 
Component Auditors and Audits of Referred-to Auditors). The ASB will then be asked to vote to issue 
the proposed SAS as an exposure draft. 
 

IV   Agenda Materials 

Agenda Item 1 Group Audits Discussion Memorandum:  

Agenda Item 1A A draft of the proposed SAS marked from the draft presented at the January 2022 
ASB meeting (The requirement paragraphs in the proposed SAS are marked from 



Agenda Item 1 – Group Audits Discussion Memorandum 
 

9 of 9 
 

the turnaround draft provided to the ASB on January 27, 2022. The application 
paragraphs are marked from the initial draft provided to the ASB for its January 
2022 meeting.) 

   
Agenda Item 1B A clean draft of the proposed SAS  
 
Agenda Item 1C  Appendix C  — Amendments to Various Statements on Auditing Standards 

(SASs), to Reflect Proposed SAS Special Considerations—Audits of Group 
Financial Statements (Including the Work of Component Auditors and Audits of 
Referred-to Auditors) 

 
Agenda Item 1D The explanatory memorandum to be included in the exposure draft of the 

proposed SAS 
  
Agenda Item 1E   Final ISA 600 (Revised) marked to show changes resulting in the proposed group 

audits SAS 
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