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HKICPA Module C – Business Assurance 
 

HKCA - HKICPA MC Seminar 22 May 2014 
 
About HKCA 
 

HKCA Learning Media Limited (“HKCA”) is established to provide professional accountancy 
training to university graduates and working adults who are keen to pursue an accountancy 
qualification in Hong Kong and Mainland China. 
 
We offer highest standard of accountancy training through our experienced tutors who will 
lead our students towards examination successes in QP. Our tutors are specialists in 
relevant papers and give you “IDEAS to Pass”. 
 
HKCA is here “All for You to Pass”. 
 
Lecturer’s Profile 
 
Harvey Lam Pui-Sum 
BA (1st Hon), MSc (Distinction), CPA (Practising), ACA 
Harvey is currently a full-time lecturer at HKCA Learning Media Limited, lecturing on auditing, 
financial reporting and corporate governance subjects for HKICPA‟s Qualification 
Programme and ACCA. He is the author of Master Guide – Business Assurance. 
 
Graduated from the UK, Harvey holds a Bachelor‟s degree with First Class Honours and a 
Master‟s degree with Distinction in Accounting and Finance, and was the prize winner in 
both of his undergraduate and postgraduate degrees as the best performer. 
 
Harvey has worked in one of the „Big Four‟ firms in Hong Kong as an auditor for more than 7 
years, and has accumulated extensive practical experience in dealing with issues in auditing 
and financial reporting. Harvey is a member of the HKICPA and ICAEW and is a PC holder 
to provide assurance and accounting services to his portfolio of clients. 
 
Contact Us 
 
Enquiry Hotline:  3107 0088 
Email:   info@hkcaexam.com / harvey.lam@hkcaexam.com 
Website:   www.hkcaexam.com 
 
Agenda 
 
 June & December 2013 Section B Review 
 Q&A session 
 

mailto:info@hkcaexam.com
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 HKICPA QP - Module C  

 

Ethics 
 

 
 
Tips: 
 Not “OPTIC” 
 3-Step “Conceptual Framework” Approach 
 IFAIR 
 Focus on Step 2 – Evaluation of Significance of Threat 
 6R 
 Technical jargons 
 

Approach Explanation 

Refuse Do not let the scenario happen 

Rotate Audit Rotation; Modify Audit Plan; Separate Teams 
Remove It can be the Personnel or Subject Matter in question. 

Review Have second partner review or quality control partner review 

Reveal Discuss with TCWG and/or audit committee; Obtain 
acknowledgement of responsibility of management 

Resign Arguably the last resort to the auditor. 
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Materiality 
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HKICPA Module C – Business Assurance 
 

Tips: 
 How many question requirements are there? 
 What are the relevant audit issues in each topic? 
 “Range of Benchmarks”, not “Range of %” 
 
Other side matters: 
 How do you evaluate misstatements using materiality?  

 
 
For Illustration Only: 
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Confirmation 
 

 
 
Tips: 

 Risk of Material Misstatements: how do you understand this term? 
 Again, what are the relevant audit issues in each topic? 
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Internal Control 
 

 
 
Tips: 
 Concept of Controls 
 EARISM 
 SPAMSOAP 
 No Copying 
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Other Services 

 

 
 
Tips: 

 Knowledge Question – how well have you prepared your critical file? 
 Concept of Assurance 
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Various 
 

 
 

 
Tips: 

 Always name the relevant HKSA  
 What are the audit concerns of Opening Balance? 
 General Procedures or Specific Procedures? 
 Passage of Time 
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Techniques Remarks 

Analytical Procedures  Cannot address existence and occurrence 
 Useful for valuation and allocation, accuracy and 

completeness 

Enquiry  Useful for most assertions 
Inspection  Useful for most assertions 

Observation  Useful for physical assets 
RecalcUlation and reperformance  Useful for valuation and allocation and accuracy 

Confirmation  Useful for most assertions (except for valuation 
and allocation of accounts receivables) 

Reconciliation  Cannot address existence and occurrence 
 Useful for valuation & allocation, accuracy and 

completeness 

 
It is virtually not possible to list out all audit procedures to address each item by assertions. 
In fact, the audit procedures to address the same assertion of the same item would vary 
according to the specific circumstances.  
 
Nevertheless, the below “MAP” approach would prove to be useful which makes use of 
“AEIOU CR” model. 
 

Approach Sample Substantive Procedures 

Test what 
Management has 
done 
 
(E, U) 

 Enquire into/Discuss with management regarding [ascertain the 
assertions] 

 Assess experience, competence, objectivity of staff/expert performing 
the [management‟s actions] 

 Examine compliance of accounting policies with HKFRS  
 Reperform/recalculate management‟s calculation 

 

Auditor designed 
procedures 
 
(A, I, O, C, R) 

Basic procedures: 
 Obtain reconciliations/breakdowns showing [……] 
 Agree opening balance to prior year‟s audited F/S 
 Agree closing balance to F/S 
 Check mathematical accuracy of the [accounting record] 
 
Main procedures: 
 Vouch [supporting documents] for breakdown/movement items 
 Vouch or Physically Observe from list to floor 
 Vouch or Physically Observe from floor to list 
 Send confirmations to [….] confirming [….] 
 Test reconciliating items by vouching […..] and obtain explanations….  
 Review minutes and correspondence for…. 
 Review agreements for….. 
 Analytical Procedures (Compare A to B…) 
 Search for unrecorded liabilities 
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Procedures involving Accounting Estimates or Fair Value: 
 Assess reasonableness of models and assumptions used by 

management 
 Develop an independent estimates and compare with management‟s 

calculations (may also use auditor‟s expert) 
 Review subsequent events to assess reasonableness 
 Obtain LoR to confirm [state specific matters] 
 

Post balance 
sheet indication 
 

 Check for any subsequent settlements 
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Tips: 
Impact of IT on Audit Cycle 
 No Change in Overall Audit Objectives and Scope 
 Focus on Data Integrity, Accuracy and Completeness 
 Understanding of Internal Controls – HKSA 315 
 Assess IT on RoMM 
 Determine Audit Approach – HKSA 330 
 Test General IT Controls and Application Controls 
 Either Manual Procedures or CAATs 
 Consider Team IT Expertise 
 
If Conversion of New System 
 Pilot System Approach or Parallel Operation Approach 
 Consider Timing of Audit Procedures 
 Test Controls on Data Mitigation 
 Reconcile “Opening Balance” 
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Tips: 
 

Nature It refers to the audit approach and what type of audit testings would be 
performed.  

Timing It refers to whether to perform audit procedures at interim stage or at period 
end. Typically, if the RoMM is higher, audit procedures should be performed 
nearer or at period end or at unpredictable times. 

Extent It refers to the quantity of audit evidence. Typically, the higher the RoMM the 
greater extent is required. One way to increase extent is by increasing sample 
size.  

 
 
Determine Audit Approach

- Reduce RoMM to acceptably low level

     No - AEIOU CR + MAP

- ToC: EIOUR on SPAMSOAP

Substantive Approach

1. Internal Control is expected to

operate effectively? (e.g. any Internal

Control Weaknesses)

2. Is the process covered by internal

control (e.g. non-routine processing)?

Understand, Evaluate and Validate the

effectiveness of internal control

Audit Approach

Combined Approach

  Yes
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Observations 
 Thinking Process is key – this is Open Book exam 
 Read the questions carefully before you start writing – Questions may sometimes be 

lengthy or clumsy 
 Expect the Unexpected 
 Module C is NOT all about copying – if so, the passing rate would have been 100% 
 Always take note of the Complete Picture of each topic and Focus on Issues 
 Time Management – do you really have 1.5 hours for Section B? 

 
 
Q&A Session 

 
Any questions? 

 
 
 

GOOD LUCK IN MODULE C EXAM! 
 


