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R #121
Acceding to ITA guidance, when of the Mowing is an assurance service commonly performed by the internal audit activity?

A. Validating whether employees are following established policies and procedures in the procurement department
B. Proposing fine item recommendation lot the annual financial budget of the accounting department

C. Making recommendations regarding financial approval authority limits for the operations department

D. Generating expense report metrics for employees in the finance department

EfE: A

AR :

According to IIA guidance, a common assurance service performed by the internal audit activity is validating whether employees are
following established policies and procedures in various departments, such as procurement. Assurance services nvolve assessing
evidence and providing conclusions regarding the effectiveness of governance, risk management, and control processes. Ensuring
compliance with established policies and procedures is a fundamental assurance activity that helps organizations maintain control and
mitigate risks.

Reference:

The Institute of Internal Auditors (IIA) Standard 2130 - Control: "The internal audit activity must assist the organization in
maintaining effective controls by evaluating their effectiveness and efficiency and by promoting continuous improvement." IIA
Practice Guide on "Assurance Engagements"

HA #122
In which of the following situations would it be most appropriate to employ the services of a forensic specialist?

A. Verification of fixed assets in a manufacturing company.

B. Investigation of ghost employees in a large business.

C. Detection of unauthorized changes to source documents.

D. Review for misapplication of general computer controls over accounts receivable.

IEfE: C

fR:
Section: Volume A

H #123

An internal auditor is conducting a review of the procurement finction and uncovers a potential conflict of interest between the chief
operating officer and a significant supplier of IT software development services. Which of the following actions is most appropriate
for the internal auditor to take?

A. Disregard the potential conflict, because it is outside the scope of the audit assignment.
B. Investigate the potential conflict of interest.

C. Inform the audit supervisor.

D. Inform the external auditors of the potential conflict of interest.

Ef#: C

R -

Upon discovering a potential conflict of mterest, the most appropriate action for the internal auditor is to inform the audit supervisor.
This ensures that the issue is properly addressed and investigated according to the organization's policies and procedures. The audit
supervisor can then decide on the appropriate course of action, including whether further investigation is warranted. Reference: = IIA
Standard 2440 - Disseminating Results and IIA Standard 2600 - Resolution of Senior Management's Acceptance of Risks.

H #124
A chiefaudit executive (CAE) a developing a work program for an upcoming engagement that will review an organization's small



contracting services. When of the following would the CAT need to consider most when developing the work program?

¢ A The certifications held by the internal auditors assigned to the engagement
¢ B. The organization's recent changes to how it processes payments

¢ C. The contracting department's staffing changes within the last year

¢ D. The internal audit activity's increase n budget and staffing for the year

Ef#: B

fiR e«

‘When developing the work program for an engagement reviewing an organization's small contracting services, the chief audit
executive (CAE) should consider the organization's recent changes to how it processes payments. Changes in payment processing
can significantly impact the control environment and may introduce new risks or control gaps. Understanding these changes will help
the CAE design appropriate audit procedures to evaluate the effectiveness of the controls over the new processes.

The Institute of Internal Auditors (ITA) Practice Guide: Developing the Internal Audit Strategic Plan ITA Standard 2200 -

Engagement Planning

HM #125
Which statistical sampling approach would an internal auditor typically utilize if she wishes to test for fraud and the expected
deviation rate is very low?

¢ A Discovery sampling
¢ B. Haphazard sanpling
e C. Stratified sampling
e D. Attribute sampling

Ef: A

fEEL:

Discovery sampling is typically used when testing for fraud, especially when the expected deviation rate is very low. This method is
designed to detect at least one occurrence of a specific characteristic (such as fraud) within a given sanple size, making it effective
for identifying rare but critical issues. It is particularly useful when the auditor suspects that fraud may exist but expects it to be
nfrequent.

Institute of Internal Auditors (IIA), Practice Guide - Auditing for Fraud.
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