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General Comments 
 
Paper 8 examined candidates on the Principles of Auditing (“Auditing”) and Management 
Information Systems (“MIS”).  The marks allocated to the questions on Auditing and MIS were in 
the ratio of 7:3.  The paper was structured in such a way that candidates had to attempt MIS 
questions to obtain 30 marks out of a total of 100.   
 
The overall performance has slightly improved in this examination. 
 
In addition to studying the recommended study text, candidates may refer to the HKIAAT website 
http://www.hkiaat.org/index.php/services/index/199/ and read the articles to better understand each 
of the relevant topics.  Another means of improving the techniques of answering questions is to 
study past examination papers and learn how to score good marks. 
 
Section A – 20 Multiple-choice Questions 
 
These questions were set to cover a wide range of topics on Auditing and MIS within the syllabus.  
A total of 14 questions were on Auditing and six questions were on MIS.  The overall performance 
in this section has significantly improved with higher percentage of candidates scoring ten marks or 
more.   
 
Some of the common mistakes made by candidates are listed below. 
 
(1) Analytical procedures are not tests of controls, and hence the performance of analytical 

procedures cannot provide evidence for the effectiveness of internal controls. 
 
(2) None of the sampling methods can provide a guarantee for identifying errors or omissions. 
 
(3) The examination of profit forecasts and cash flow projections of the following period are 

subsequent event review procedures for auditors to evaluate the entity’s going concern.  
On the other hand, there is no need to review all purchase orders placed by the entity for the 
period after the reporting date. 

 
(4) Commonly used auditing techniques requiring the use of computers refer to Computer 

Assisted Auditing Techniques, which is usually known as CAAT.  Walk-through test does 
not require the use of computer, and it is not a CAAT. 

 
(5) A firewall has two features: (i) it intercepts all messages between the Intranet and the 

external Internet, and (ii) it only allows authorised communication to pass between these two 
systems. 

 
(6) Online analytical processing (“OLAP”) is used to query data within the database.  Many 

candidates were tempted to select choices with the word “analysing”, without seriously 
thinking about the meaning of the choices. 

 
Section B – 3 Compulsory Questions  
 
Candidates are reminded not to skip any topics and should thoroughly study all topics in the 
syllabus before taking the examination.  In this session, candidates in general performed very well 
in Question B1.  However, their performance in Questions B2 and B3 was poor. 
 
Question B1 
 
This question examined candidates’ knowledge of audit procedures relating to planning, analytical 
procedures, and the final review and completion of an audit.  Candidates performed well in this 
question. 
 



 

 

Question B2 
 
This question examined candidates’ knowledge of audit engagement letter.  General performance 
was poor.   
 
In part (a), candidates generally failed to identify the four circumstances where the existing auditor 
has to revise the terms of audit engagement.  A change in audit fee does not constitute a need to 
revise the audit engagement letter. 
 
In part (b), many candidates mentioned audit fee as an agreed term in the audit engagement letter.  
Indeed auditors would only mention the basis of charging audit fees, such as time and skill, but not 
necessarily give a specific amount. 
 
In part (c), most candidates could identify the need to withdraw from the engagement but failed to 
consider whether there was a need to report the circumstances to those charged with governance. 
 
In part (d), many candidates did not understand what a financial reporting framework was.  It is 
normally supported by accounting standards.  Many listed companies have a dual listing status.  
In order to avoid preparing two sets of financial statements with different local financial reporting 
frameworks, they would simply adopt the International Financial Reporting Standards as the 
financial reporting framework and only one set of financial statements is prepared accordingly.  
Hong Kong Standards of Auditing are not accounting standards. 
 
Question B3 
 
This question was about disaster recovery plan, the implementation and use of passwords, and 
definition of intranet.  The performance was quite disappointing.  
 
In part (a), candidates were asked for the content of a disaster recovery plan, i.e. what to do to 
recover the computer operations when a disaster occurs.  However, candidates’ common problem 
was to provide answers on how to prevent the breakdown of a computer system. 
 
In part (b), candidates managed to provide some procedures on the implementation and use of 
passwords, but not enough points to score all four marks. 
 
In part (c), candidates could have done better in providing a more precise definition of intranet.   
 
Section C – 3 Optional Questions  
 
In this section, most candidates chose to answer Questions C2 and C3, while the number of 
attempts to Question C1 was relatively low.  Although Questions C2 and C3 formed the most 
preferred combination, the results did not show that the candidates who attempted these two 
questions were well prepared in those topics.  On the other hand, the overall performance on 
Question C1 was good. 
 
Question C1 
 
This question examined candidates’ knowledge of financial conditions indicating going concern 
issue, the evaluation of going concern issue, internal controls’ components and limitations, 
segregation of duties, and leakage of information in an IT system.  The performance was average. 
 
In part (a), many candidates were quite good at identifying financial conditions that may indicate a 
potential risk to an entity’s going concern.  However, in part (b), candidates did not know how to 
justify their choice. 
 
In parts (c), (d), and (e), candidates who had memorised the definitions scored high marks. 
 



 

 

In part (f), many candidates failed to demonstrate that they understood the inherent limitations.   
 
In part (g), most candidates could provide the correct answers.  However, in part (h), candidates 
were weak in providing preventive measures for assessing the confidential information. 
 
Question C2 
 
This question examined candidates’ knowledge of sampling risk, non-sampling risk, flowcharts, 
standardisation of audit working papers, outsourcing, and ERPS.  The overall performance was 
dissatisfactory. 
 
From parts (a) to (c), it was evident that candidates were weak in the concept of sampling risk and 
non-sampling risk.   
 
Candidates performed well in parts (d) and (f).  It was quite disappointing that they performed 
poorly in part (e), which only required three points about the advantages of standardisation of 
working papers, but many candidates gave answers relating to the functions of working papers. 
 
In parts (g) and (h), some candidates misunderstood that the entities did not have any choice in 
outsourcing.  Indeed before deciding to outsource, the entities should evaluate all the possible 
choices and analyse whether the choices could meet the needs of the entities.  If the outsourcing 
choices could not satisfy the entities’ needs, then the entities should not go for outsourcing.   
 
In part (i), many candidates were not familiar with enterprise resource planning system (“ERPS”). 
 
Question C3 
 
This question examined candidates’ knowledge of risk assessment procedures, management’s and 
auditors’ responsibilities, unmodified opinion, audit committee, off-the-shelf software package, and 
artificial intelligence applications.  The result was poor. 
 
From parts (a) to (c), candidates’ performance was acceptable. 
 
In part (d), many candidates could identify “expressing an opinion” as one of the auditor’s 
responsibilities, but not “obtaining reasonable assurance on whether the financial statements are 
free from material misstatements”. 
 
In part (e), candidates could have done better on the conditions of an unmodified opinion.  
 
Candidates performed poorly in part (f) as they were not familiar with the responsibilities of an audit 
committee.  They misunderstood that the audit committee members have involvement in the 
day-to-day operation of the internal controls.  In fact they serve at a high level providing comments 
to the management based on their review of the entity’s internal controls and disclosure and 
adjustments to the financial statements.    
 
In parts (g) and (h), candidates performed well in the topic of off-the-shelf software packages. 
 
In part (i), many candidates were not familiar with artificial intelligence (“AI”) applications. 
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