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SA-600 

 

 

Q.1. Who is another Auditor? 

Here, in SA-600, The Auditor may be referred as a 

branch Auditor or Auditor of a component. As defined 

in Sec. 143 (8) of Companies Act 2013 the Auditor 

appointed to conduct the branch Audit is known as 

branch Auditor. The main Auditor of the company in 

this case is called Principal Auditor. This SA describes 

the relationship of these two Auditors. This standard 

also describes the other Auditor as Auditor of 

subsidiary and in that case the Auditor of Holding 

Company is Principal Auditor. 

Q.2. Accepting the position as Principal 

Auditor, What considerations required for 

an Auditor? 

The Auditor proposed to be appointed as Principal 

Auditor should consider whether his own participation 

SA-600 -Using the Work of Another Auditor 

[Effective Date 01.04.2002] 
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is sufficient to be able to act as the principal Auditor. 

For this purpose the Auditor should consider 

 The materiality of the assertion in the financial 

information which he Audits; 

 The principal Auditor's degree of knowledge 

regarding the business of the components; 

 The risk of material misstatements in the financial 

information of the components Audited by the 

other Auditor; and 

 The performance of additional procedures 

regarding the components Audited by the other 

Auditor resulting in the principal Auditor having 

significant participation in such Audit. 

Q.3. What are the duties of Auditor under SA-

600? 

Following are the duties of Principal Auditor as 

defined in SA-600: 

The principal Auditor should obtain sufficient 

appropriate Audit Evidence, that the work of the other 

Auditor is adequate for his purposes; the principal 
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Auditor should ordinarily perform the following 

procedures: 

 Advise the other Auditor of the use of the work 

and report of other Auditor. 

 Should coordinate at the planning stage of the 

Audit. 

 Should share significant findings with the other 

Auditor. 

 Should inform the other Auditor matters requiring 

special consideration, 

 Should suggest procedures for the identification of 

inter component transactions that may require 

disclosure. 

 Should decide the timetable for completion of 

Audit; advise the other Auditor of the significant 

accounting, Auditing and reporting requirements 

and obtain representation as to compliance with 

them. 

 Should discuss with the other Auditor the Audit 

procedures applied or should review a written 

summary of the other Auditor's procedures and 
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findings, which may be in the form of a completed 

Questionnaire or check-list. 

The principal Auditor may also wish to visit the other 

Auditor and may apply test on work performed by 

other Auditor depending on materiality and 

complexity of the item concerned. The nature, timing 

and extent of such testing procedures will depend on 

Principal Auditor's knowledge of the professional 

competence of the other Auditor. 

The principal Auditor should document in his working 

papers the components whose financial information 

was audited by other Auditors; their significance to the 

financial information of the entity as a whole; the 

names of the other Auditors; and any conclusions 

reached that individual components are not material. 

 The other Auditor should: 

 Know the context in which his work is to be used 

by the principal Auditor, should co-ordinate with 

the principal Auditor. 

 He should ensure compliance with the relevant 

statutory requirements. 
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 Division of responsibility: 

 The principal Auditor is not responsible for work 

carried out by the other Auditor unless there are 

circumstances, which should have aroused the 

suspicion about the reliability of work performed 

by other Auditor. 

 The principal Auditor's report should clearly state 

the division of responsibility by indicating the 

extent to which the Financial Statement of 

branches Audited by other Auditors have been 

included in the Financial Statement of the entity, 

e.g., the number of branches / divisions Audited by 

other Auditors. 
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PRACTICE PROBLEMS 

Q.4. The statutory Auditor of the Holding 

Company demands for the working 

papers of the Auditors of the subsidiary 

company, of which you are the Auditor? 

As per SA 230, “Audit Documentation” working 

papers are the property of the Auditor. 

The Auditor may, at his discretion, make portion of or 

extracts of his working papers available to his client.  

SA 600,“Using the Work of Another Auditors”, also 

states that an Auditor should respect the confidentiality 

of information acquired during the course of his Audit 

work and should not disclose such information unless 

there is a legal or professional duty to disclose. Clause 

1 to the Part I of the Second Schedule to the Chartered 

Accountants Act, 1949 also provides that a chartered 

accountant in practice shall be deemed to be guilty of 

professional misconduct if he “Discloses information 

acquired in the course of his professional Engagement 

to any person other than his client, without the 
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consent of his client, or otherwise than as required by 

any law for the time being in force”. 

The ICAI has clarified that except to the extent stated 

above, the Auditor is not required to provide the 

client or the other Auditors of the same enterprise or 

its related enterprises such as a parent or a subsidiary, 

access to his Audit working papers. The statutory 

Auditor of an enterprise do not have right of access to 

the Audit working papers of the branch Auditor. An 

Auditor can rely on the work of another Auditor, 

without having any right of access to the Audit 

working papers of other Auditor. 

In view of the above guidelines, issued by the Council 

of ICAI, the statutory Auditor of holding company 

cannot have access to Audit working papers of the 

subsidiary company's Auditor. He can however, ask 

the Auditor to answer certain questions about the 

manner in which the Audit is conducted and certain 

other clarifications regarding Audit. 
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THIS SA IN EXAM 

Q.5. C Ltd. is holding 55% shares of D Ltd. M/s 

AB & Associates are statutory auditors of 

C Ltd. whereas for D Ltd. there is another 

firm appointed as statutory auditors. 

What are the reporting responsibilities of 

M/s. AB & Associates for audit of 

consolidated financial statements?  

           (May 17/5 Marks) 

According to SA 600 " using the work of another 

auditor" In a case where the holding company's 

auditor is not the auditor of all the subsidiaries 

included in the consolidated financial statements,  the  

auditor of the consolidated  financial statements 

should  also consider the requirement mentioned in 

that SA. When the principal auditor has to base his 

opinion on the financial information of the entity as 

a whole relying upon the statements and reports of 

the other auditors, his report should state clearly the 

division of responsibility for the financial 

information of the entity by indicating the extent to 

which the financial information of components 
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audited by the other auditors have been included in 

the financial information of the entity  

Further As per SA 706 (Revised), When the holding 

company's auditor decides that he will make 

reference to the audit of the other auditors, the 

auditor’s report on consolidated financial statements 

should disclose clearly as "Emaphsis of other 

matter para" the magnitude of the portion of the 

financial statements audited by the other auditor(s). 

This may be done by stating aggregate rupee amounts 

or percentages of total assets and total revenues and 

cash flows of subsidiary(s) included in consolidated 

financial statements not audited by the parent’s 

auditor. Total assets, revenues and cash flows not 

audited by the parent’s auditor should be presented 

before giving effect to permanent and current period 

consolidated adjustments. It should be noted that such 

disclosure shall not be construde as qualification. 
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Q.6. B Ltd is the Subsidiary company of A Ltd. 

ABC & Associates has been appointed as 

Auditor of A Ltd. for the Financial Year 

2014-15 and XYZ & Associates has been 

appointed as Auditor of B Ltd for the year 

2014-15. Explain the role of ABC & 

Associates and XYZ & Associates as 

Auditors of the parent company and 

subsidiary respectively.  (Nov 16/4 Marks) 

Role of Auditor in case of Parent Company and 

Subsidiary Company: As per SA 600 “Using the Work 

of Another Auditor”, there should be sufficient liaison 

between the principal Auditor (hereinafter referred as 

Auditor of Parent Company and the other Auditor 

(hereinafter referred as Auditor of Subsidiary 

Company). 

Role of Principal Auditor (ABC & Associates- Auditor 

of Parent Company): 

 It is necessary to issue written communication(s) 

as a principal Auditor to the other Auditor. 

 The principal Auditor should advise the other 

Auditor of any matters that come to his attention 
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that he thinks may have an important bearing on 

the other Auditor’s work. 

 When considered necessary by him, the principal 

Auditor may require the other Auditor to answer 

a detailed questionnaire regarding matters on 

which the principal Auditor requires information 

for discharging his duties. 

Role of Other Auditor (XYZ & Associates- Auditor of 

Subsidiary Company): 

 The other Auditor, knowing the context in which 

his work is to be used by the principal Auditor, 

should co-ordinate with the principal Auditor. For 

example, by bringing to the principal Auditor’s 

immediate attention any significant findings 

requiring to be dealt with at entity level, adhering 

to the time-table for Audit of the component, etc. 

 He should ensure compliance with the relevant 

statutory requirements. 

 The other Auditor should respond to the 

questionnaire on a timely basis sent by Principal 

Auditor. 
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