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QUESTION 1

Which of the following conditions is the most likely indicator of fraud? 

A. Commissions are paid based on verified increases to sales. 

B. Departmental reports are consistently issued in an untimely manner. 

C. A manager regularly assumes subordinates\\' duties. 

D. Lower earnings occur during the industry\\'s down cycle. 

Correct Answer: C 

 

QUESTION 2

Which of the following is least likely to be considered material in an audit of a medium-sized organization? 

A. A $1, 000 overstatement of the accrued-vacation payable account. 

B. A violation of a government statute. 

C. Fraud resulting in a cash loss to the organization. 

D. An underpayment to the employee pension fund. 

Correct Answer: A 

 

QUESTION 3

The top three sales representatives for a company consistently include non-allowable charges on their expense reports.
Line management is reluctant to deny reimbursement of the charges for fear of losing the sales representatives. This
situation has the greatest negative impact on which of the following internal control components? 

A. Monitoring. 

B. Control environment. 

C. Information and communication. 

D. Control activities. 

Correct Answer: B 

 

QUESTION 4

Which of the following is a role of the board of directors in the governance process? 

A. Conduct periodic assessments of the organization\\'s governance systems. 
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B. Obtain assurance concerning the effectiveness of the organization\\'s governance systems. 

C. Implement an effective system of internal controls to support the organization\\'s governance systems. 

D. Review and approve operational goals and objectives. 

Correct Answer: B 

 

QUESTION 5

According to the Standards, which of the following is not a consideration when exercising due professional care for an
assurance engagement? 

A. The relative complexity, materiality, or significance of matters to which assurance procedures are applied. 

B. The extent of assurance services necessary to ensure that all risks are identified. 

C. The cost of providing the assurance services in relation to potential benefits. 

D. The probability of significant errors, irregularities or instances of noncompliance. 

Correct Answer: B 

 

QUESTION 6

An internal auditor in a small broadcasting organization was assigned to review the revenue collection process. The
auditor discovered that some checks from three customers were never recorded in the organization\\'s financial records.
Which of the following documents would be the least useful for the auditor to verify the finding? 

A. Bank statements. 

B. Customer confirmation letters. 

C. Copies of sales invoices. 

D. Copies of deposit slips. 

Correct Answer: D 

 

QUESTION 7

Which of the following is not an appropriate role for internal auditors after a disaster occurs? 

A. Monitor the effectiveness of the recovery and control of operations. 

B. Correct deficiencies of the entity\\'s business continuity plan. 

C. Recommend future improvements to the entity\\'s business continuity plan. 

D. Assist in the identification of lessons learned from the disaster and the recovery operations. 
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Correct Answer: B 

 

QUESTION 8

Which of the following controls could an internal auditor reasonably conclude is effective by observing the physical
controls of a large server room? 

A. Adequate signs are in place to assist in locating safety equipment. 

B. Servers are secured individually to their racks by locks. 

C. Foam fire extinguishers are operable to protect against electrical fires. 

D. Swipe card access is required to gain access to the server room. 

Correct Answer: A 

 

QUESTION 9

Which of the following statements correctly describes how workpaper standards can improve the efficiency of internal
audit operations? 

A. They require supervisors to provide written confirmation of the workpapers they review. 

B. They grant external parties approved by management access to workpapers. 

C. They mandate the workpaper retention period. 

D. They allow the design and content to vary depending on the nature of the engagement. 

Correct Answer: D 

 

QUESTION 10

An internal audit activity\\'s work schedule should always provide sufficient information to the audit committee to enable
it to determine whether the proposed engagements: 

A. Support the organization\\'s objectives. 

B. Include sufficient fraud awareness. 

C. Will likely result in the detection of any major risk exposures. 

D. Are likely to detect control deficiencies. 

Correct Answer: A 

 

QUESTION 11
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According to IIA guidance, which of the following must the internal auditor consider to meet the requirements for due
professional care? 

A. The training courses necessary to enhance the internal auditor\\'s knowledge, skills, and other competencies. 

B. The appropriateness of assurance procedures necessary to ensure all significant risks will be identified. 

C. The use of innovative technology and data analysis techniques. 

D. The extent of work needed to achieve the engagement\\'s objectives. 

Correct Answer: D 

 

QUESTION 12

Which of the following would have the least impact (either positive or negative) on an assessment of a department\\'s
control environment? 

A. The department managed long-term investments, including investment in derivatives and other financial instruments,
to maximize return. 

B. The department manager sets a tone of honesty and integrity in all business dealings and this tone is emulated by
department personnel. 

C. Many department functions were duplicated or verified by other department employees as part of the department\\'s
normal procedures. 

D. Audit tests designed to verify compliance with control procedures detected a general failure to follow standard
procedures for transaction authorization. 

Correct Answer: A 

 

QUESTION 13

Reviewing prior audit reports and supporting workpapers before an engagement starts enables an internal auditor to do
which of the following? 

1.

 To understand better the activity and processes that will be audited. 

2.

 To identify the audit procedures that will be used during the engagement. 

3.

 To ensure that matters of greatest vulnerability will be addressed. 

4.

 To use the information obtained as evidence in the current engagement. 
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A. 4 only 

B. 1 and 3 only 

C. 1 and 4 only 

D. 2, 3, and 4 only 

Correct Answer: B 

 

QUESTION 14

An auditor is using audit software to check inventory accuracy. Which of the following would be an indicator of poor
input edit controls? 

A. Negative quantities on hand. 

B. Total dollar values of zero for some parts. 

C. Alpha characters in the field for order lead time. 

D. Reorder levels set too high. 

Correct Answer: C 

 

QUESTION 15

An organization invests its savings in a volatile stock with the potential for high gains rather than a mutual fund with a
lower expected return and lower volatility. This best describes which of the following risk concepts? 

A. Risk identification. 

B. Risk appetite. 

C. Risk capacity. 

D. Risk tolerance. 

Correct Answer: D 
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