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QUESTION 1

Management has asked the chief audit executive (CAE) to provide assurance on the organization\\'s automated control
system related to financial data. The current audit staff does not have the expertise needed to conduct this type of
engagement. Which of the following would be the best response by the CAE?

A. Accept the assignment and use control self-assessment to complete the project.

B. Do not accept the assignment because the internal audit activity lacks the competency to perform the engagement
with due professional care.

C. Accept the assignment and use an external provider with the necessary knowledge and skills to perform the
engagement.

D. Accept the assignment if the engagement is included in the current audit plan, but inform senior management that the
current audit staff does not have the knowledge and skills required.

Correct Answer: C

QUESTION 2

Which of the following best demonstrates the authority of the internal audit activity?
A. Suggesting alternatives to decision makers.

B. Improving the integrity of information.

C. Determining the scope of internal audit services.

D. Achieving engagement objectives.

Correct Answer: C

QUESTION 3

An assurance mapping exercise helps an organization do which of the following?

1.

Provide assurance to stakeholders that risks are managed and reported, and regulatory and legal obligations are met.
2.

Fulfill best practices in the industry.

3.

Identify and address any gaps in the risk management process.

4,
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Identify fraud.
A.1and 4.
B.1and3.
C.2and 3.

D. 3 and 4.

Correct Answer: B

QUESTION 4

Which of the following describes a key characteristic related to effective organizational communication?
A. Comprehensive supervisory and verification procedures.

B. A well-designed system of internal controls.

C. A culture of integrity and transparency.

D. Unique operating environments with varying complexity.

Correct Answer: B

QUESTION 5

While auditing an organization\\'s credit approval process, an internal auditor learns that the organization has made a
large loan to another auditor\\'s relative. Which course of action should the auditor take?

A. Proceed with the audit engagement, but do not include the relative\\'s information.

B. Have the chief audit executive and management determine whether the auditor should continue with the audit
engagement.

C. Disclose in the engagement final communication that the relative is a customer.
D. Immediately withdraw from the audit engagement.

Correct Answer: B

QUESTION 6

An internal auditor is performing analytical reviews as part of an audit of a supermarket\\'s merchandising department.
Because the economy has declined since midyear, the auditor can expect to encounter which of the following?

A. Higher inventory turnover.

B. Higher operating margin.
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C. Lower obsolete stock disposal.
D. Lower sales volume.

Correct Answer: D

QUESTION 7

Which of the following activities best reflects the scope and status of the internal audit activity as defined in the internal
audit policy statement?

A. The internal auditor reviews the physical access to merchandise during an inventory count.

B. The audit manager conducts an internal quality assessment of the internal audit activity\\'s adherence to the
Standards.

C. The audit manager refrains from assigning an auditor who was a former payroll clerk to conduct a payroll audit.
D. The board approves the annual performance evaluation of the chief audit executive.

Correct Answer: A

QUESTION 8

An organization\\'s chief audit executive (CAE) determines that the internal audit staff does not have the requisite skills
to conduct an audit of the financial derivatives area. Which of the following would be the best course of action for the
CAE to follow?

A. Outsource the audit engagement to a qualified external auditing firm without burdening the audit committee with the
decision.

B. Determine the requisite knowledge needed, and obtain the proper training for auditors, even if the training will
significantly push back the project\\'s timeframe as outlined by the audit committee.

C. Notify the audit committee of the problem, and assign the most competent auditors on staff to perform the audit
engagement.

D. Employ the skills of a financial derivatives expert to consult on the project, and supplement the consulting with a local
seminar on financial derivatives.

Correct Answer: D

QUESTION 9

Which of the following techniques would best assist an internal auditor in evaluating the efficiency of a wholesale
grocery distributor’s process to fill and package orders for shipping?

A. A Bedford analysis of orders filled to average delivery times.

B. Decision trees rating actual performance against requirements.
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C. Queuing theory to assess potential bottlenecks in the process.
D. A program evaluation and review technique chart.

Correct Answer: C

QUESTION 10

The last quality assessment of the internal audit activity identified three areas for improvement: the achievement of audit
engagement objectives, quality of work, and staff development. According to 1A guidance, which of the following should
be the chief audit executive\\'s primary focus to achieve these recommended improvements?

A. Demonstrated compliance with procedures.

B. Due professional care.

C. Engagement supervision.

D. Employment of tools and techniques.

Correct Answer: C

QUESTION 11

Sometimes, internal audit staff may partner with operating managers to rank risks. Which of the following outcomes may
be the most beneficial aspects of this strategy?

1.

Reappraising risks levels.

2.

Providing accurate information to management.
3.

Marketing the internal audit activity.

4,

Planning safeguards for assets in high-risk areas.
A.1and 2.

B.1and 3.

C.2and 3.

D. 3 and 4.

Correct Answer: B
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QUESTION 12

Which of the following is the most significant disadvantage of using checklists to evaluate internal controls?
A. They serve as a reminder of what controls should exist in a process.

B. They require yes/no responses to specific questions, not open-ended responses.

C. They do not capture all controls that may exist.

D. They are useful in assessing risk.

Correct Answer: C

QUESTION 13

Which of the following is an example of a transaction-level control?
A. Human resource policies.

B. Tone at the top.

C. Reconciliations of primary accounts.

D. Inventory counts.

Correct Answer: C

QUESTION 14

The results of an internal audit activity\\'s (IAA) quality assurance and improvement program are favorable and an
external assessment was completed within the last five years. Which of the following statements may the I1AA use to
describe its work?

A. "Completed with the advance certification of the External Assessors Association for Auditing Review."

B. "Conforms with the International Standards for the Professional Practice of Internal Auditing.”

C. "Certified 100% accuracy, per the International Standards of External Assessment."

D. "Compliant with all domestic and international legal statutes, and certified quality assured for ten years."

Correct Answer: B

QUESTION 15

Which of the following audit procedures would provide the most relevant information to identify discrepancies between
budgeted versus actual raw material consumption in a production facility?
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A. Analytical review.

B. Inquiry.

C. Document verification.
D. Observation.

Correct Answer: A
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