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Q678):
B #673

An internal auditor plans to use an analytical review to verify the correctness of various operating expenses in a division. The use of
an analytical review as a verification technique would not be a preferred approach if.

A. The company has relatively stable operations which have not changed much over the past year.

B. The auditor would like to identify large, unusual, or non-recurring transactions during the year.

C. The operating expenses vary in relation to other operating expenses, but not in relation to revenue.
D. The auditor notes strong indicators of a specific fraud involving this account.

IEf#: D

H #0674
Which of the following internal control weaknesses would an internal auditor most likely detect while reviewing a flowchart that
depicts the purchasing function of an organization?

A. Payments for goods received have not been authorized at the appropriate level.

B. The organization is not taking advantage of quantity discounts available from its suppliers.
C. Purchasing policies have not been updated.

D. Payments to suppliers are made before goods are received.

Ef#: D

H M #675
Feedback on engagements from audit clients, annual benchmarking of the internal audit activity's (IAA's) performance against best
practice, and analyses of project budgets and audit plan completion are all tools that can best be used by the IAA for which

purpose?

A. Completing internal assessments.

B. Determining the level of residual risk.
C. Identifying conflicts of interest.

D. Developing control processes.

Ef#: A
L2

Section: Volume D
Explanation/Reference:

R #676

An internal auditor is performing testing to gather evidence regarding an organization's inventory account balance and is mindful of
the possibility that the sample used might support the conclusion that the recorded account balance is not materially misstated when,
i fact, it is. The auditor's concern best describes which of the following risks?

A. incorrect rejection risk

B. Anticipated misstatement risk
C. Tolerable misstatement risk.
D. Incorrect acceptance risk.

IEf@E: D
R B«

Incorrect acceptance risk refers to the risk that an auditor concludes that a financial statement assertion is not materialty misstated
when, in reality, it is. This type of risk is particularly relevant when performing substantive testing on balances such as inventory,
where the auditor uses sampling to draw conclusions about the entire account balance.References: Auditing standards regarding
audit sampling and risk assessment, including the concepts of Type I and Type II errors in auditing.



HH #677
Why is it imperative for the chief audit executive to track and develop the educational qualifications of internal audit staff?

A. To accurately conduct performance appraisals

B. To ensure that the resources needed to complete the audit plan are available.

C. To ensure that staff complete required continuing professional education credits annually.
D. To satisfy the audit committee requirements.

IEf#: B

TR

It is imperative for the chief audit executive to track and develop the educational qualifications of internal audit staff to ensure that the
resources needed to complete the audit plan are available. By maintaining a well- qualified audit team, the CAE ensures that the
internal audit activity is equipped to address the range of risks and controls that the audit plan encompasses, thereby fulfilling its
responsibilities effectively. References: IIA guidance on human resources management within internal audit, which emphasizes the
importance of continuing education and staff development to meet the organization's audit needs.
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