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QUESTION 30

Which of the following best demonstrates that appropriate and sufficient resources were allocated to an audit engagement to achieve

its objectives?

*  Staff skills audit.

*  Approved engagement work program.

*  Post-engagement survey of management of the audited area.

Comprehensive and Detailed Step-by-Step Explanation:

* Reference to IIA Standards:

* Standard 2200 &#8211; Engagement Planning: The engagement work program outlines the resources, timelines, and procedures

necessary to achieve the engagement&#8217;s objectives.

* The work program must be approved to ensure alignment with objectives and resource requirements.
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* Reasoning:

* Option Bis correct because an approved engagement work program confirms that the scope, procedures, and resources were

planned and allocated effectively.

* Option A(staff skills audit) evaluates team competencies but does not confirm specific resource allocation for an engagement.

* Option C(post-engagement survey) evaluates the outcome of the audit but does not provide evidence of initial resource planning.

* Significance of the Work Program:

* The work program ensures that the engagement is structured to meet objectives efficiently, with adequate and relevant resources.

QUESTION 31

Which of the following conditions involving the chief audit executive (CAE) is most likely to impair the independence of the

internal audit activity?

*  The CAE regularly attends and participates in critical executive management meetings for the organization.

*  The CAE has direct access to records, personnel, and physical properties throughout the organization.

*  The CAE reports directly to the controller for the organization, and the internal audit activity resides in the office of the

comptroller.

Comprehensive and Detailed Step-by-Step Explanation:

* Reporting to the Controller: Independence is compromised when the CAE reports to an operational management role such as the

controller, as this creates a conflict of interest andundermines objectivity.

The IIA Standards recommend that the CAE report functionally to the board and administratively to the CEO to preserve

independence.

QUESTION 32

Which of the following situations is most likely to require a compliance engagement from the internal audit activity?

*  An organization must restate its financial statements due to an error in fixed asset valuation.

*  An organization is preparing to launch an enhanced service for its online customer information system.

*  An organization is subject to newly imposed industry health and safety regulations.

Comprehensive and Detailed Step-by-Step Explanation:

* Reference to IIA Standards:

* Standard 2130 &#8211; Governance: Internal audit must assess compliance with applicable laws, regulations, and industry

standards.

* Compliance Auditing: These engagements assess whether the organization adheres to specific rules and regulations.

* Reasoning:

* Option Cinvolves newly imposed health and safety regulations, making compliance auditing critical to ensure the organization

avoids penalties or operational disruptions.
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* Option Apertains to financial reporting, typically addressed in assurance or financial audits.

* Option Binvolves a new service launch, which may require consulting or operational audits but not necessarily

compliance-focused.

QUESTION 33

Operational management has asked the internal auditor for recommendations regarding an ineffective process. According to IIA

guidance, which of the following would be the auditor&#8217;s most appropriate response?

*  Refrain from providing recommendations to preserve audit independence.

*  Agree to offer recommendations based on observations and conclusions.

*  Explain that only management should recommend and implement the corrective action.

Comprehensive and Detailed Step-by-Step Explanation:

* Reference to IIA Standards:

* Standard 2410 &#8211; Criteria for Communicating: Recommendations should be provided where appropriate to address

identified issues and improve processes.

* Standard 1100 &#8211; Independence and Objectivity: Providing recommendations does not impair independence as long as the

auditor does not implement them.

* Reasoning:

* Option Bis correct because providing recommendations based on objective observations is part of an internal auditor&#8217;s role

in adding value and improving operations.

* Option Aunnecessarily avoids recommendations, misinterpreting independence requirements.

* Option Cincorrectly suggests that the auditor cannot provide input; while management owns the implementation, the

auditor&#8217;s recommendations can guide effective solutions.

* Adding Value Through Recommendations:

* Recommendations are a critical output of the audit process, guiding management to address inefficiencies and improve operations.

QUESTION 34

Which of the following would best support the overall risk assessment?

*  Policies and process procedures provided by the manager of the process under review.

*  Process narratives and process maps with descriptions of risks and controls.

*  Detailed organizational charts to understand roles and reporting lines in the area under review.

Comprehensive and Detailed Step-by-Step Explanation:

* Process Narratives and Maps: These provide a comprehensive view of the process, including descriptions of risks and controls,

making them the most relevant for supporting risk assessments. They help identify gaps or weaknesses in the control environment.

QUESTION 35

Which of the following best describes an audit engagement in which the objective is to appraise the economy of an oil shale mining
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process and the degree to which yearly production targets are being achieved?

*  Due diligence

*  Business process improvement

*  Operational

Comprehensive and Detailed Step-by-Step Explanation:

* Operational Audit: This type of audit focuses on evaluating the efficiency, effectiveness, and economy of operations, such as the

mining process and production targets in this case.

QUESTION 36

Which of the following best explains why internal auditors should identify risk scenarios during a risk assessment of the area being

audited?

*  To determine what would prevent the achievement of objectives in the area being audited.

*  To determine whether established controls are operating effectively to mitigate critical risks.

*  To evaluate the adequacy of management&#8217;s risk management process in the area being audited.

Comprehensive and Detailed Step-by-Step Explanation:

* Reference to IIA Standards:

* Standard 2120 &#8211; Risk Management: Internal audit must assess and evaluate the risk management processes of the

organization.

* Identifying risk scenarios supports engagement objectives by determining vulnerabilities and threats to process objectives.

* Reasoning:

* Option Ais correct because risk scenarios provide insights into potential events or conditions that could hinder achieving

objectives. This allows auditors to assess risk exposure and evaluate controls effectively.

* Option B(control effectiveness) is a subsequent step in the audit process but does not explain the need for identifying risk

scenarios.

* Option Cfocuses on evaluating management&#8217;s process, which is broader than identifying specific risks for the engagement.

* Practical Application:

* Risk scenarios guide auditors in tailoring their approach to address areas of greatest vulnerability.

QUESTION 37

Which of the following interview techniques would be most effective in a fraud investigation?

*  The interviewer should be positioned between the suspect and the door to discourage the suspect from leaving during the

interview.

*  The interviewer should allow the suspect to use his own words and only interrupt if a point requires clarification.

*  The interviewer should ensure that only the interviewer and the suspect are present for the interview.

Comprehensive and Detailed Step-by-Step Explanation:

* Allowing the Suspect to Use Their Own Words: Encouraging the suspect to speak freely provides the investigator with unfiltered

insights and may reveal inconsistencies or useful details. This technique also minimizes the risk of appearing coercive or
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intimidating.

QUESTION 38

As part of the annual training plan, the chief audit executive (CAE) has arranged for a local audit training institute to provide an

in-house training session for the internal audit team. Which of the following best explains the primary purpose of this approach?

*  It helps the internal auditors maintain a required level of proficiency.

*  It helps the internal audit activity attain an appropriate organizational status to maintain independence.

*  It assists the CAE with assessing the results of the internal audit team&#8217;s development efforts.

Comprehensive and Detailed Step-by-Step Explanation:

* Reference to IIA Standards:

* Standard 1210 &#8211; Proficiency: Internal auditors must possess the knowledge, skills, and competencies needed to perform

their responsibilities.

* Continuous professional development ensures the internal audit team maintains proficiency.

* Reasoning:

* Option Ais correct because training enhances the skills and proficiency of the internal audit team, aligning with the requirement to

maintain technical and professional competence.

* Option B(organizational status for independence) relates to governance and reporting relationships, not training.

* Option C(assessing development efforts) is a secondary benefit and not the primary goal of providing training.

* Impact of Training:

* A well-trained audit team improves the quality of engagements, ensures adherence to professional standards, and supports the

overall effectiveness of the internal auditactivity.

QUESTION 39

An internal auditor discovers a number of control concerns while reviewing the organization&#8217;s online payment system and

decides to interview key employees involved in the system&#8217;s design and maintenance. Which of the following best describes

the results of those interviews?

*  Testimonial evidence.

*  Documentary evidence.

*  Analytical evidence.

Comprehensive and Detailed Step-by-Step Explanation:

* Types of Audit Evidence:

* Testimonial Evidence: Information obtained through interviews, discussions, or statements from individuals.

* Documentary Evidence: Written or recorded materials, such as policies, procedures, or reports.

* Analytical Evidence: Evidence derived from analysis or comparisons of data.
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* Reasoning:

* Option Ais correct because interviews with employees provide testimonial evidence based on their knowledge, perspectives, or

observations.

* Option Brefers to tangible documents or records, which are not the direct result of interviews.

* Option Crefers to data analysis, which is not applicable in this scenario.

* Role of Testimonial Evidence:

* Testimonial evidence is often used to corroborate documentary evidence or provide insights into processes and controls.

QUESTION 40

According to IIA guidance, which of the following is the primary criterion that should determine the extent of supervision required

for an audit engagement?

*  The number of hours approved by the board for that engagement.

*  The proficiency of the internal auditors and the complexity of the engagement.

*  Whether the engagement involves possible violations of laws and governmental regulations.

Comprehensive and Detailed Step-by-Step Explanation:

* Extent of Supervision: The level of supervision required is determined by the auditors&#8217; proficiency (experience and skill

set) and the complexity of the engagement. This ensures the work is executed effectively while maintaining compliance with IIA

standards.

QUESTION 41

Which of the following statements is true regarding engagement status meetings?

*  They are expected to enhance the relationships between the internal audit activity and management of the area under review.

*  They mainly involve one-way communication from the internal auditor to management of the area under review.

*  They should involve the chief audit executive and senior management.

Comprehensive and Detailed Step-by-Step Explanation:

* Enhancing Relationships: Status meetings facilitate two-way communication, keeping management informed about audit progress

and fostering collaboration. Open discussions during these meetings help address concerns and strengthen the relationship between

internal audit and management.

QUESTION 42

Which of the following elements are typically included in an engagement work program?

*  Planning, objectives, and preliminary risk assessments

*  Fieldwork, analytical testing, and resources

*  Opinions and final engagement communications

Comprehensive and Detailed Step-by-Step Explanation:

* Engagement Work Program: A structured plan detailing the steps to achieve engagement objectives.

The program typically includes planning activities, objectives, and preliminary risk assessments to guide the audit.
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QUESTION 43

Which of the following is most likely to be considered an internal audit assurance service?

*  Process design engagement.

*  Facilitation engagement.

*  Compliance engagement.

Comprehensive and Detailed Step-by-Step Explanation:

* Reference to IIA Standards:

* Definition of Assurance Services: Assurance services involve the objective examination of evidence to provide an independent

assessment of governance, risk management, and control processes.

* Compliance engagements align with assurance services by verifying adherence to laws, regulations, or internal policies.

* Reasoning:

* Option Cqualifies as assurance because it involves assessing whether compliance requirements are met.

* Option A(process design) andOption B(facilitation) are advisory in nature and fall under consulting services, not assurance.

* Impact on the Organization:

* Compliance assurance engagements provide critical oversight, helping organizations maintain accountability and avoid regulatory

penalties.

QUESTION 44

According to IIA guidance, which of the following are commonly standardized workpaper elements?

*  Workpapers should include a uniform cross-referencing system

*  Workpapers should be completed in an electronic format only

*  Workpapers should be supported by inclusion of original documentation

Comprehensive and Detailed Step-by-Step Explanation:

* Uniform Cross-Referencing System: A standardized cross-referencing system ensures consistency, facilitates review, and allows

quick retrieval of supporting documents. This is a best practice widely recommended by the IIA in workpaper documentation.

QUESTION 45

Which of the following is an advantage of communicating audit observations as they are identified?

*  The auditor may receive additional pertinent documentation or other relevant information

*  The auditor may not need to communicate the final results of the audit to the board

*  The auditor may be able to plan more efficiently next year&#8217;s audit

Comprehensive and Detailed Step-by-Step Explanation:

* Real-Time Communication: Sharing audit observations promptly allows management to provide additional documentation or

clarifications that could affect findings or conclusions.

QUESTION 46
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Which of the following conditions would threaten an internal auditor&#8217;s objectivity?

*  Providing assurance services over the activity where the internal auditor was employed 10 months prior.

*  Using knowledge that the internal auditor gained in his previous position to update systems and controls descriptions.

*  Providing consulting services over the activity where the internal auditor was employed two years prior.

Comprehensive and Detailed Step-by-Step Explanation:

* Reference to IIA Standards:

* Standard 1120 &#8211; Individual Objectivity: Internal auditors should avoid situations that impair their ability to provide

unbiased assurance.

* Practice Advisory 1130.A1-1: Objectivity is impaired if auditors audit activities they previously managed within the last 12

months.

* Reasoning:

* Option Ais correct because the auditor&#8217;s recent role in the audited area creates a conflict of interest and threatens

objectivity.

* Option Bdoes not impair objectivity; leveraging prior knowledge is permissible if applied objectively.

* Option C(consulting services two years prior) does not impair objectivity due to theelapsed time.

* Mitigating Actions:

* Auditors with recent involvement in an audited area should disclose the conflict and be reassigned to preserve objectivity.

QUESTION 47

Which of the following analytical procedures would be most effective for an internal auditor to examine changes in performance

over time?

*  Trend analysis

*  Ratio analysis

*  Analysis of common size financial statements

Comprehensive and Detailed Step-by-Step Explanation:

* Trend Analysis: This technique identifies patterns or shifts in performance by analyzing data over time. It is particularly effective

for tracking metrics like revenue, expenses, or production volumes across reporting periods to spot anomalies or trends.
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