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Agenda Item Objectives
To present the AUASB with a paper outlining how the prohibition of direct assistance in ASA 610 impacts
group audits and costs.
Background
ASA 610 Using the Work of Internal Auditors was issued in February 2014.
The use of internal auditors to provide direct assistance is prohibited in any audit that is conducted in
accordance with Australian Auditing Standards (i.e. group or single entity audit). The prohibition also
explicitly extends to the audit work of any component auditor which is used by the group auditor, and this
includes overseas components.
The AUASB Technical Group notes that there may be some practical issues associated with the prohibition,
but comment that the key to managing these issues is in appropriate and efficient planning. For example, it
would have to be made clear in group audit instructions as early as possible that the audit work the
component auditor is required to undertake in response to the risk assessment cannot include internal audit
work conducted under a direct assistance agreement. In addition, auditors Australian subsidiaries of
overseas groups would have to inform the group auditor of the position and request that elements of central
work they may use when forming an opinion on the subsidiary’s financial statements is not conducted with
direct assistance.
These challenges that auditors in Australia might have to bear additional audit costs and incur additional
audit effort was raised in the ASA 610 consultation process but it was concluded that this would only be the
case in very rare circumstances as the view of constituents was that direct assistance was not widely used
within the Australian context.
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Other Jurisdictions
The AUASB Technical Group communicated with the UK and German auditing standards setters since these
jurisdictions have the same prohibition on direct assistance as Australia. The feedback from these standard
setters indicates a shared view with the AUASB Technical Group as outlined in the attachment to the BMSP.
In the attachment to the BMSP, the AUASB Technical Group have sought to analyse the various scenarios
where the use of direct assistance may impact an Australian audit team for purposes of statutory reporting
under Australian Auditing Standards.
Matters to Consider
Please refer to Agenda Item x for matters to consider.
Overall conclusion
Where an Australian auditor signs an Australian auditor’s report under Australian Auditing Standards and
relies on a clearance from a jurisdiction that allows direct assistance, the auditor may incur additional costs
to obtain sufficient appropriate audit evidence under Australian Auditing Standards. The key to containing
such additional costs/audit effort is in the audit planning and instructions to the overseas auditor that direct
assistance cannot be used. If necessary, the auditor (either the group or component) may need to negotiate
additional audit fees with the client for any additional work that they may have to perform.
Recommendation from the AUASB Technical Group
The AUASB Technical Group does not consider there to be a need for a guidance statement in this area and
suggest the following:
1.

An explanatory guide covering the frequently asked question of: How does the Australian
prohibition of direct assistance of internal audit impact cross border audit engagements?

2.

Including a paragraph in our quarterly Independence newsletter that reminds practitioners of the
importance of early communication in relation to group audits.
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