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QUESTION 1

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 

 

QUESTION 2

According to the IIA guidance, who is responsible for periodically assessing the internal audit activity? 

A. The board. 

B. The chief audit executive. 

C. Senior management. 

D. The external auditors. 

Correct Answer: B 

 

QUESTION 3

During the course of an audit, an internal auditor discovers that a valuable employee in the research department has
been patenting new developments in the employee\\'s name that are unrelated to the basic business of the
organization. 



The organization does not have a policy addressing this specific issue, but does have a general policy that all important
new discoveries by employees are the property of the organization. Division management views the employee\\'s
actions as extra incentive to retain the employee. 

A decision to include the employee\\'s action in the engagement final communication would be: 

1.

 A violation of the IIA Code of Ethics. 

2.

 A violation of the reporting requirements in the Standards. 

3.

 Justified and necessary, according to the IIA Code of Ethics and Standards. 

A. 1 only 

B. 2 only 

C. 3 only 

D. 1 and 2 only 

Correct Answer: C 

 

QUESTION 4

When conducting a preliminary survey, which of the following audit activities should an internal auditor complete first? 

A. Identify risks and controls intended to prevent associated losses. 

B. Write detailed audit procedures. 

C. Identify client objectives, goals, and standards. 

D. Determine relevant engagement objectives. 

Correct Answer: C 

 

QUESTION 5

One of an organization\\'s quality objectives is to reduce the amount of rework needed in the production cycle. 

Which of the following controls would be the least effective in achieving this objective? 

A. Machinery is routinely maintained to avoid production malfunctions. 

B. Employees are rewarded for suggestions that lead to quality improvements. 

C. Quality inspectors are assigned to identify any defects in the finished product. 



D. Daily reconciliations are performed between finished goods and the number of rejects. 

Correct Answer: D 

 

QUESTION 6

The audit process used by the internal audit activity of a large wholesale clothing company does not include an
engagement letter or project approval document. The most serious consequence of this deficiency in the process is that
the: 

A. Audit schedule may not be optimal from the engagement client\\'s perspective. 

B. Audit objectives may not be understood by management of the area being audited. 

C. Audit resources may not be sufficient. 

D. Audit plan priority may have changed. 

Correct Answer: B 

 

QUESTION 7

According to IIA guidance, which of the following statements is true regarding the reporting of results from a quality
assurance and improvement program review of the internal audit activity? 

A. A report on the results of the assessment is issued upon completion, and progress on implementing recommended
improvements must be reported monthly. 

B. The results are reported upon completion in confidence directly to the board, and management is advised only of the
recommendations and improvement action plans. 

C. The results are shared with the board and management upon completion, and monitoring of recommended
improvements must be reported at least annually. 

D. The results are communicated upon completion to the board and management, but action plans for recommended
improvements do not have to be reported. 

Correct Answer: C 

 

QUESTION 8

An internal auditor is reviewing a new automated human resources system. The system contains a table of pay rates
which are matched to the employee job classifications. The best control to ensure that the table is updated correctly for
only valid pay changes would be to: 

A. Limit access to the data table to management and line supervisors who have the authority to determine pay rates. 

B. Require a supervisor in the department, who does not have the ability to change the table, to compare the changes to
a signed management authorization. 

C. Ensure that adequate edit and reasonableness checks are built into the automated system. 



D. Require that all pay changes be signed by the employee to verify that the change goes to a bona fide employee. 

Correct Answer: B 

 

QUESTION 9

Which of the following actions does not violate the IIA Code of Ethics or Standards? 

A. An internal auditor performing an audit on an operation that they managed less than a year ago. 

B. An internal auditor performing an audit on procedures that they were responsible for creating. 

C. An internal auditor disclosing details of an audit report to colleagues from a different organization. 

D. An internal auditor disclosing confidential information in response to a lawsuit. 

Correct Answer: D 

 

QUESTION 10

Which of the following, if observed, would not indicate the need to extend the search for other indicators of fraud in a
purchasing department? 

A. The standard of living of one of the purchasing agents has increased. 

B. The internal control structure has significant weaknesses. 

C. The purchasing agents have convinced management to adopt a policy of paying vendors on a more timely basis in
order to avoid incurring penalty charges. 

D. The cost of goods procured seems to be excessive in comparison with previous years. 

Correct Answer: C 

 

QUESTION 11

While conducting fieldwork, an internal auditor decides to utilize standard operating procedure (SOP) questionnaires to
gather information about a human resources department. Which of the following is an advantage of this method? 

A. SOP questionnaires verify that a department is efficient and effective. 

B. SOP questionnaires generally do not need to be cleared by management of the audited department. 

C. SOP questionnaires are useful in identifying discrepancies and educating clients. 

D. SOP questionnaires are the most comprehensive technique for data gathering in fieldwork. 

Correct Answer: C 

 



QUESTION 12

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 
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