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QUESTION 1

What is the primary purpose of a fishbone diagram? 

A. To depict the areas of responsibility for departments in an organization. 

B. To plan and control complex projects, such as internal audits. 

C. To represent the frequencies of adverse conditions in a given process. 

D. To identify the possible causes of adverse conditions. 

Correct Answer: D 

 

QUESTION 2

Which of the following situations is most likely to impair internal audit objectivity? 

A. An internal auditor reports both functionally and administratively to the chief financial officer (CFO). 

B. An internal auditor, who was an accounts receivable intern for the organization three years prior, performs an audit of
the accounts receivable cycle. 

C. According to policy, the internal auditor must obtain approval from the CFO prior to requesting information for internal
audit purposes. 

D. An internal auditor performs an audit in a department that is led by the auditor\\'s close friend. 

Correct Answer: D 

 

QUESTION 3

Which of the following is a second line of defense in effective risk management and control? 

A. Purchasing department. 

B. Compliance department. 

C. Credit department. 

D. Internal audit department. 

Correct Answer: B 

 

QUESTION 4

A chief audit executive (CAE) is selecting an internal audit team to perform an audit engagement that requires a high
level of knowledge in the areas of finance, investment portfolio management, and taxation. If neither the CAE nor the
existing internal audit staff possess the required knowledge, which of the following actions should the CAE take? 
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A. Postpone the audit until the CAE hires internal audit staff with the required knowledge. 

B. Ask the audit committee to decide the course of action. 

C. Select the most experienced auditors in the department to perform the engagement. 

D. Hire consultants who possess the required knowledge to perform the engagement. 

Correct Answer: D 

 

QUESTION 5

A fraud investigation was completed by management, and a proven fraud was communicated to relevant authorities.
According to MA guidance, which of the following roles would be most appropriate for the internal audit activity to
undertake after the investigation? 

A. Plan employee sessions and team building strategies for the organization to improve awareness of fraud among
employees. 

B. Review the investigation and implement any improvements to the process. 

C. Conduct lessons learned sessions to ascertain how the fraud occurred and which controls failed. 

D. Determine why The fraud was not detected earlier and design controls to strengthen early detection. 

Correct Answer: C 

 

QUESTION 6

Which segregation of duties would best reduce the risk of payroll fraud? 

A. Human resources personnel add employees, and payroll personnel process hours and enter employee bank account
numbers. Paychecks are automatically deposited in the employee\\'s bank account. 

B. Human resources personnel add employees, payroll personnel process hours, and human resources personnel
deliver paychecks to employees. 

C. Human resources personnel add employees, review and submit payroll hours to the payroll department for
processing, and deliver paychecks to employees. 

D. Human resources personnel add employees and enter employee bank information. Payroll personnel process hours,
and paychecks are automatically deposited in the employee\\'s bank account. 

Correct Answer: A 

 

QUESTION 7

Which of the following activities should the chief audit executive perform to ensure compliance with an organization\\'s
code of conduct? 

A. Act as an adviser to the committee responsible for reviewing violations of the code. 
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B. Review and adjudicate all violations of the code of conduct. 

C. Lead the committee responsible for the oversight of the code. 

D. Implement a system of procedures to inform all employees of the code. 

Correct Answer: A 

 

QUESTION 8

Which of the following is most likely to enhance an internal auditor\\'s objectivity? 

A. An auditor is appropriately able to communicate results. 

B. An auditor performs his work free from interference. 

C. An auditor is unrestricted in determination of scope. 

D. An auditor avoids conflicts of interest. 

Correct Answer: D 

 

QUESTION 9

When an internal auditor applies due professional care to perform an assurance engagement, which of the following
must she consider? 

1.

 Findings of the last audit engagement performed. 

2.

 Probability of significant errors, irregularities, or noncompliance. 

3.

 Extent of work needed to achieve engagement objectives. 

4.

 Cost of the engagement versus the potential benefits. 

A. 1 and 4 only 

B. 2 and 3 only 

C. 2, 3, and 4 only 

D. 1, 2, 3, and 4 

Correct Answer: C 
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QUESTION 10

Which of the following control activities is the most effective to ensure users\\' levels of access are appropriate for their
current roles? 

A. The human resources department generates a monthly list of terminated and transferred employees and requests IT
to update the user access as required. 

B. Standardized user access profiles are developed and the appropriate access profiles are automatically assigned to
new or transferred employees. 

C. System administrator rights are assigned to one user in each department who can update user access of terminated
or transferred employees immediately. 

D. Department managers are required to perform periodic user access reviews of relevant systems and applications. 

Correct Answer: D 

 

QUESTION 11

According to The IIA\\'s Code of Ethics, which of the following statements is true? 

A. When an internal auditor releases required information to a regulator, resulting in a significant loss through fines and
penalties for the organization, he fails to add value. 

B. When an internal auditor limits the scope of the audit engagement after learning that management is hiding relevant
information, he demonstrates integrity. 

C. When an internal auditor disagrees with the treatment received by workers in the organization\\'s foreign subsidiary
and alters the audit program to highlight the issue, he fails to demonstrate objectivity. 

D. When an internal auditor continues with an audit engagement, despite the audit client\\'s claims that the work
performed is unnecessary and redundant he fails to demonstrate competency. 

Correct Answer: C 

 

QUESTION 12

Which of the following are generally recognized as essential elements of a corporate social responsibility program? 

A. Human rights and the environment. 

B. Organizational governance and financial reporting. 

C. Fair operating practices and government regulation. 

D. Consumer issues and return on investment. 

Correct Answer: A 
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QUESTION 13

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 14

The internal audit activity is planning a procurement audit and needs to obtain a thorough understanding of the
subcontracting process, which can involve multiple individuals in multiple countries. 

Which of the following internal audit tools would be most effective to document the process and the key controls? 

A. Internal control checklist. 

B. Procurement employee survey. 

C. Cross-functional flow chart. 

D. Segregation of duties matrix. 

Correct Answer: C 

 

QUESTION 15

A staff auditor, nearly finished with an audit engagement, discovers that the director of marketing has a gambling habit.
The gambling issue is not directly related to the existing engagement, and there is pressure to complete the current
engagement. The auditor notes the problem and forwards the information to the chief audit executive, but performs no
further follow-up. 

Which of the following statements is true about the auditor\\'s actions? 

A. They are in violation of the IIA Code of Ethics because the auditor withheld meaningful information. 

B. They are in violation of the Standards because the auditor did not properly follow up on a red flag that might indicate
the existence of fraud. 

C. They are in violation of neither the IIA Code of Ethics nor the Standards. 

D. They are not in violation of the Standards but are in violation of the IIA Code of Ethics. 

Correct Answer: C 
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