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QUESTION 1

An internal auditor wants to determine whether employees are complying with the information security policy, which
prohibits leaving sensitive information on employee desks overnight. The auditor checked a sample of 90 desks and
found eight that contained sensitive information. How should this observation be reported, if the organization tolerates 4
percent noncompliance? 

A. The matter does not need to be reported, because the noncompliant findings fall within the acceptable tolerance
limit. 

B. The deviations are within the acceptable tolerance limit, so the matter only needs to be reported to the information
security manager. 

C. The incidents of noncompliance fall outside the acceptable tolerance limit and require immediate corrective action, as
opposed to reporting. 

D. The incidents of noncompliance exceed the tolerance level and should be included in the final engagement report. 

Correct Answer: D 

 

QUESTION 2

An organization is expanding into a new line of business, selling natural gas. The internal auditor is planning an
engagement and wants to obtain a general understanding of the natural gas market, the market share that the
organization wants to win, and the competitive advantage that the organization may have. Which of the following would
be the best source of such information? 

A. Interview responsible managers and read strategic documents. 

B. Conduct internet searches on gas sales and analyze market players. 

C. Review gas clients\\' portfolio and compile statistics on sales margins. 

D. Analyze the organization\\'s revenues and calculate the proportion of gas. 

Correct Answer: C 

 

QUESTION 3

Because of an abundance of high priority requests from management, an internal audit activity no longer has the
resources to meet all of its commitments contained in the annual audit plan. Which of the following would be the best
course of action for the chief audit executive to follow? 

A. Continue with the plan and seek opportunities to adjust priorities and reallocate resources. 

B. Present a reassessment of the plan to the board and senior management for consideration. 

C. Reassess the plan and either cancel or divert resources away from the lowest priority activities. 

D. Advise the board immediately and seek their support for additional resources to meet the needs of the plan. 
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Correct Answer: B 

 

QUESTION 4

Which of the following is an example of the verification of internal documentary evidence? 

A. Reviewing a carrier\\'s bill of lading. 

B. Reconciling a vendor\\'s month-end statement. 

C. Vouching a copy of a sales invoice to receivables. 

D. Recalculating a customer\\'s purchase order. 

Correct Answer: C 

 

QUESTION 5

An organization\\'s policies allow buyers to authorize expenditures up to $50,000 without any other approval. Which of
the following audit procedures would be most effective in determining if fraud in the form of payments to fictitious
companies has occurred? 

A. Use generalized audit software to list all purchases over $50,000 to determine whether they were properly approved. 

B. Develop a snapshot technique to trace all transactions by suspected buyers. 

C. Use generalized audit software to take a random sample of all expenditures under $50,000 to determine whether
they were properly approved. 

D. Use generalized audit software to select a sample of paid invoices to new vendors and examine evidence that shows
that services or goods were received. 

Correct Answer: D 

 

QUESTION 6

While reviewing the draft report of an audit engagement, the chief audit executive (CAE) is not in agreement with
management\\'s acceptance of the potential risk exposure resulting from an observed key control weakness. Which of
the following actions by the CAE would be appropriate for addressing this concern? 

1. 

Meet with the auditor-in-charge. 

2. 

Discuss with senior management. 

3. 

Monitor the result of the accepted risk. 
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4. 

Report the matter to the board. 

A. 1, 2, and 3 only 

B. 1, 2, and 4 only 

C. 1, 3, and 4 only 

D. 2, 3, and 4 only 

Correct Answer: B 

 

QUESTION 7

A fast-food company is developing a computer simulation involving arrival time at a drive-through restaurant. The
distribution for arrival times is: 

Time Single-Digit Random Between Arrivals Probability Number Assigned 1 minute 

0.1 2 minutes 

0.2 1, 2 3 minutes 

0.3 3, 4, 5 4 minutes 

0.4 6, 7, 8, 9 

Six random numbers are selected to represent the arrival of six cars: 1, 6, 9, 0, 5, 6. The mean time between arrivals for
these cars, in this run of the simulation model, is: 

A. 1 minute. 

B. 2 minutes. 

C. 3 minutes. 

D. 4 minutes. 

Correct Answer: C 

 

QUESTION 8

An internal auditor has just undertaken an organization-wide risk assessment. In identifying potential audit
engagements, the internal auditor should consider least: 

A. Focusing on the high risk areas as sources of potential engagements. 

B. Focusing in areas not audited last year. 

C. Factoring in management requests. 
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D. Focusing on those risks highlighted by the external auditor. 

Correct Answer: B 

 

QUESTION 9

During an audit of a contract for computer security, a governmental auditor finds that a contractor has developed a
system that could be the most advanced in the industry. If it seems that the contractor is charging the government for
developmental cost of a system that might be sold to other organizations, what is the auditor\\'s best course of action? 

A. Estimate the cost to develop the advanced security system and inform the contractor that it will be a disallowed cost. 

B. Exclude the observation from the engagement final communication because the contract was vague and the level of
security is clearly acceptable. 

C. Estimate the added cost, report it to management, and suggest that management meet with its lawyers and the
contractor to resolve differences. 

D. Compare the cost of the security program with previous costs incurred by governmental operations and inform the
contractor that the difference will be a disallowed cost. 

Correct Answer: C 

 

QUESTION 10

An audit of customer accounts receivable found that outstanding receivables as a percentage of revenue had increased
significantly during the past two years. The increase was attributed to the extension of credit, at the urging of the
marketing department, to a number of companies that were not credit worthy. Which of the following would be least
useful in monitoring the disposition of this finding? 

A. Responses from the manager of accounts receivable regarding collection of outstanding receivables. 

B. Periodic updates from the controller regarding the status of corrective actions. 

C. Information from the credit and marketing personnel assigned the responsibility for reevaluating credit policies. 

D. Updates from the information technology division regarding implementation of a new accounts receivable system. 

Correct Answer: D 

 

QUESTION 11

The chief audit executive\\'s responsibility regarding control processes includes: 

A. Assisting senior management and the audit committee in the development of an annual assessment about internal
control. 

B. Overseeing the establishment of internal control processes. 

C. Maintaining the organization\\'s governance processes. 
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D. Ensuring that the internal audit activity assesses all control processes annually. 

Correct Answer: A 

 

QUESTION 12

Which of the following procedures would provide the most reliable evidence for an internal auditor testing whether
defective products are effectively being identified and removed during processing before shipping to customers? 

A. Reviewing quality department survey results, which show 96% of employees believe all defective products are
removed prior to shipping. 

B. Physically inspecting a sample of completed processing cycles for defective products prior to shipment. 

C. Observing employees while they inspect products for defects. 

D. Reviewing a quality report provided by management that shows 13 products were identified and removed during the
most recent processing cycle. 

Correct Answer: B 

 

QUESTION 13

A chief audit executive (CAE) reviews the supervision of an internal audit engagement. Which of the following would
most likely assure the CAE that the engagement had adequate supervision? 

A. The engagement supervisor has an open door policy for audit team members to discuss concerns. 

B. The supervisor reviews weekly progress reports from the audit team members. 

C. The supervisor reviews and initials internal audit workpapers for the engagement. 

D. The supervisor meets periodically with management in the reviewed area to get feedback during the engagement. 

Correct Answer: D 

 

QUESTION 14

The chief audit executive is completing the audit plan. According to IIA guidance, which of the following is the best
method of selecting the audits to be completed? 

A. A rotational audit plan with core audits being done every two to four years. 

B. A risk-based audit plan that also covers important operational areas. 

C. An audit plan based upon the previous audit results and findings. 

D. An audit plan based upon responses from management on key risk areas. 

Correct Answer: D 
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QUESTION 15

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 
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