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QUESTION 1

Which of the following is true regarding roles and responsibilities in risk management processes? 

A. Setting strategic direction resides with senior management. 

B. Ownership of risks resides with the board. 

C. Acceptance of residual risk resides with executive management level. 

D. Identifying, assessing, mitigating and monitoring activities on a continuous basis rests with the internal audit activity. 

Correct Answer: C 

 

QUESTION 2

During the development of a purchasing system, an auditor reviewed the payment authorization program. Which of the
following actions should the auditor recommend for a situation in which the quantity invoiced is greater than the quantity
received? 

A. Issue an exception report. 

B. Pay the amount billed and adjust the inventory account for the difference. 

C. Return the invoice to the vendor for correction. 

D. Authorize payment of the full invoice, but maintain an open purchase order record for the missing goods. 

Correct Answer: A 

 

QUESTION 3

At the conclusion of an audit of an organization\\'s treasury department, a report was issued to the treasurer, chief
financial officer, president, and board. Because of the sensitivity of some findings, a follow-up review was performed.
The auditor should provide the report of follow-up findings to the: 

I. Treasurer. 

II. Chief financial officer. 

III. President. 

IV. 

Board. 

A. 

I and II only 

B. 
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III and IV only 

C. 

I, II, and III only 

D. 

I, II, III, and IV. 

Correct Answer: D 

 

QUESTION 4

In an organization with a large internal audit activity that has several audit teams performing engagements
simultaneously, which of the following tasks is an engagement supervisor most likely to perform during the planning
phase of a new engagement? 

A. Establish a means for resolving any professional judgment differences over ethical issues that may arise during the
engagement. 

B. Approve the engagement work program to ensure the program is designed to achieve the engagement objectives. 

C. Evaluate whether the testing and results support the engagement results and conclusion. 

D. Review the sample testing results for exceptions. 

Correct Answer: C 

 

QUESTION 5

During an assurance engagement, an internal auditor noted that the time staff spent accessing customer information in
large Excel spreadsheets could be reduced significantly through the use of macros. The auditor would like to train staff
on how to use the macros. Which of the following is the most appropriate course of action for the internal auditor to
take? 

A. The auditor must not perform the training, because any task to improve the business process could impact audit
independence. 

B. The auditor must create a new, separate consulting engagement with the business process owner prior to performing
the improvement task. 

C. The auditor should get permission to extend the current engagement, and with the process owner\\'s approval,
perform the improvement task. 

D. The auditor may proceed with the improvement task without obtaining formal approval, because the task is voluntary
and not time-intensive. 

Correct Answer: C 

 

QUESTION 6
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To which of the following aspects should the chief audit executive give the most consideration while communicating an
identified unacceptable risk to management? 

A. The organization\\'s attitude to hierarchy. 

B. The organization\\'s whistleblowing strategy. 

C. The organization\\'s ongoing risk monitoring process. 

D. The organization\\'s risk management policy. 

Correct Answer: D 

 

QUESTION 7

In which of the following cases is it appropriate for an audit report to not contain management\\'s response either within
the report or as an attachment? 

A. Management\\'s response to an audit report is generally not a requirement. 

B. Internal controls were found to be properly designed and operating effectively although operations are deemed
inefficient. 

C. There was insufficient time to obtain management\\'s response during the draft reporting process. 

D. An internal audit report contains no observations. 

Correct Answer: D 

 

QUESTION 8

When the internal audit activity does not have sufficient time to complete its usual root cause analysis, which of the
following is most appropriate? 

A. The chief audit executive may recommend that management conduct further work to identify the root cause and
address the issue. 

B. Internal auditors should finish the engagement without conducting the root cause analysis and draft the audit report,
though the report would not be considered complete until the analysis is concluded. 

C. Internal auditors must adjust their future engagement schedule to ensure that the root cause analysis is always
performed before the engagement is concluded. 

D. Internal auditors should instead perform a Pareto rule analysis. 

Correct Answer: B 

 

QUESTION 9

An organization has developed a large database that tracks employees, employee benefits, payroll deductions, job
classifications, and other similar information. The internal auditor reviews the retirement benefits plan and determines
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that the pension and medical benefits have been changed several times in the past ten years. The auditor wishes to
determine whether there is justification to perform further audit investigation. The most appropriate audit procedure
would be to: 

A. Review the trend of overall retirement expense over the last ten years. If the retirement expense increased, it would
indicate the need for further investigation. 

B. Use generalized audit software to select a monetary-unit sample of retirement pay, and determine whether each
retired employee was paid correctly. 

C. Review reasonableness of retirement pay and medical expenses on a per-person basis stratified by which plan was
in effect when the employee retired. 

D. Use generalized audit software to select an attributes sample of retirement pay, and perform detailed testing to
determine whether each person chosen was given the proper benefits. 

Correct Answer: C 

 

QUESTION 10

If management expects 100 percent compliance with a procedure, which of the following sampling approaches would be
most appropriate? 

A. Attributes sampling. 

B. Discovery sampling. 

C. Targeted sampling. 

D. Variables sampling. 

Correct Answer: B 

 

QUESTION 11

Which of the following is typically not a reason for committing financial statement fraud? 

A. To dispel negative market perception. 

B. To disguise a duplicate payment to a vendor. 

C. To obtain more favorable terms on financing. 

D. To receive performance-related bonuses. 

Correct Answer: B 

 

QUESTION 12

Risk assessments can vary in format, but generally include: 
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1. 

A description of identified risks. 

2. 

Tests of audit controls. 

3. 

A system of rating risks. 

4. 

Sample size identification. 

A. 1 and 2 only 

B. 1 and 3 only 

C. 1, 3, and 4 only 

D. 2, 3, and 4 only 

Correct Answer: B 

 

QUESTION 13

Which of the following is the most common method management can use to manage risk within its risk appetite? 

A. Implementation of controls. 

B. Use of risk registers and dashboard. 

C. Frequent communication of risk appetite for operating personnel. 

D. Continuous evaluations and audits. 

Correct Answer: A 

 

QUESTION 14

Which of the followings statements describes a best practice regarding assurance engagement communication
activities? 

A. All assurance engagement observations should be communicated to the audit committee. 

B. All assurance engagement observations should be included in the main section of the engagement communication. 

C. During the "communicate" phase of an assurance engagement, it is best to define the methods and timing of
engagement communications. 

D. A detailed escalation process should be developed during the planning stage of an assurance engagement. 
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Correct Answer: D 

 

QUESTION 15

An organization has recently incurred significant cost overruns on one of its construction projects. 

Management suspects that these overruns were caused by the contractor improperly charging for costs 

related to contract change orders. 

Which of the following procedures are appropriate for testing this suspicion? 

1. 

Determine if the contractor has received proper approval of change orders from management. 

2. 

Determine if the contractor has billed for original contract work cancelled by the change orders. 

3. 

Determine if the contractor has charged change orders with costs already billed to the original contract. 

4. 

Determine if the contractor has been paid for change orders that have not yet been completed. 

A. 1 and 2 only 

B. 1 and 3 only 

C. 2 and 3 only 

D. 3 and 4 only 

Correct Answer: C 
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