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QUESTION 1

The best method for assessing the relative importance of risk factors is to: 

A. Change the rating of the factors from a 1-3 scale to a 1-5 scale. 

B. Assign weights to the factors based on the comparative impact. 

C. List the risk factors in a priority order. 

D. Use data from an independent source. 

Correct Answer: B 

 

QUESTION 2

After completing a fraud investigation but before publishing a formal written report, the chief audit executive should
submit a draft of the final report to the organization\\'s: 

A. Legal counsel. 

B. External auditor. 

C. Audit committee chairperson. 

D. Chief executive officer. 

Correct Answer: A 

 

QUESTION 3

A performance audit engagement typically involves: 

A. Review of financial statement information, including the appropriateness of various accounting treatments. 

B. Tests of compliance with policies, procedures, laws, and regulations. 

C. Appraisal of the environment and comparison against established criteria. 

D. Evaluation of organizational and departmental structures, including assessments of process flows. 

Correct Answer: C 

 

QUESTION 4

During an audit of the accounts receivable (AR) process, an internal auditor noted that reconciliations are still not
performed regularly by the AR staff, a recommendation that was made following a previous audit. Monitoring by the
financial reporting function has failed to detect the shortcoming. Both the financial reporting function and AR report to
the controller, who is responsible for implementing action plans. Which of the following supports the internal auditor\\'s



decision to combine both observations into one reported finding? 

A. The observation was made during the same audit, and the action plan has a common owner. 

B. The observation relates to the same control activity within a common process. 

C. The observation has a common control, and it was noted in a prior audit. 

D. The observation has a common process, and the action plan for the observation has a common owner. 

Correct Answer: D 

 

QUESTION 5

The following audit observation was included in the final audit report: 

"Our review concluded that bank reconciliation statements for March and April did not show evidence of 

supervisory review. We recommend strict compliance with the controller\\'s manual, which requires the 

department head to place their initials on the reconciliation statements to document their review." 

Which of the following attributes are missing from the above audit observation? 

1. 

Criteria. 

2. 

Condition. 

3. 

Cause. 

4. 

Effect. 

A. 1 and 4 only 

B. 2 and 3 only 

C. 1, 3, and 4 only 

D. 3 and 4 only 

Correct Answer: D 

 

QUESTION 6

An organization has a mature control environment but limited internal audit resources. Given this scenario, on which of



the following should the internal auditors focus their testing? 

A. Detective compensating controls. 

B. Preventive compensating controls. 

C. Detective key controls. 

D. Preventive key controls. 

Correct Answer: D 

 

QUESTION 7

An internal auditor is conducting an assessment of the purchasing department. She has worked the full amount of hours
budgeted for the engagement; however, the audit objectives are not yet complete. According to IIA guidance, which of
the following are appropriate options available to the chief audit executive? 

1. 

Allow the auditor to decide whether to extend the audit engagement. 

2. 

Determine whether the work already completed is sufficient to conclude the engagement. 

3. 

Provide the auditor feedback on areas of improvement for future engagements. 

4. 

Provide the auditor with instructions and directions to complete the audit. 

A. 1, 2, and 3 

B. 1, 2, and 4 

C. 1, 3, and 4 

D. 2, 3, and 4 

Correct Answer: D 

 

QUESTION 8

An internal auditor and engagement client are deadlocked over the auditor\\'s differing opinion with management on the
adequacy of access controls for a major system. Which of the following strategies would be the most helpful in resolving
this dispute? 

A. Conduct a joint brainstorming session with management. 

B. Ask the chief audit executive to mediate. 



C. Disclose the client\\'s differing opinion in the final report. 

D. Escalate the issue to senior management for a decision. 

Correct Answer: A 

 

QUESTION 9

When determining the nature, timing, and extent of follow up, the chief audit executive considers all of the following
factors except: 

A. Significance of the reported observation or recommendation, degree of effort, and cost needed to correct the reported
condition. 

B. Impact that may result should the corrective action fail. 

C. Authority and responsibility of the person required to take corrective action. 

D. Complexity of the corrective action and time period involved. 

Correct Answer: C 

 

QUESTION 10

When interviewing an individual in relation to a fraud investigation, which course of action should the internal auditor
follow? 

A. Assure the individual that the results of the interview will remain confidential. 

B. Establish a rapport with the subject to encourage openness. 

C. Discontinue questioning once the individual has confessed to the fraud. 

D. Refrain from deviating from the list of questions prepared before the interview. 

Correct Answer: B 

 

QUESTION 11

Which of the following actions best describes an internal auditor\\'s use of test data to determine whether an
organization\\'s new accounts payable system avoids processing questionable invoices for payment? 

A. Creating an automated tool that monitors the computer program on a daily basis for potential issues that need
corrective actions. 

B. Using an automated system that assists internal auditors with automating the risk analysis of the computer program
for invoicing. 

C. Embedding tools in the computer program to analyze the review processes of invoices for potential issues that may
hamper payments. 



D. Adding invoices to the computer program to assess the reliability and effectiveness of the review process and
whether controls work. 

Correct Answer: B 

 

QUESTION 12

The board has asked the internal audit activity (IAA) to be involved in the organization\\'s enterprise risk management
process. Which of the following activities is appropriate for IAA to perform without safeguards? 

A. Coach management in responding to risks. 

B. Develop risk management strategies for board approval. 

C. Facilitate identification and evaluation of risks. 

D. Evaluate risk management processes. 

Correct Answer: D 
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