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R #759

An internal auditor is designing a sampling plan to test the accuracy of daily production reports over the past three years. All of the
reports contain the same information except that Friday reports also contain weekly totals and are prepared by managers rather than
by supervisors. Production normally peaks near the end of a month. If the auditor wants to select two reports per month using an
nterval sampling plan, which of the following techniques reduces the likelihood of bias in the sample?

e A. Using multiple random starts.
¢ B. Increasing the precision.
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¢ (. Estimating the error rate in the population.
¢ D. Increasing the confidence level.

EfE: A

H I #1760

An internal auditor is finalizing an audit report on the effectiveness of the organization's overall system of internal control. Several
audit tests were performed, and the only issue identified was that the CEO frequently asks employees to make exceptions or bypass
the organization's standard written policies and procedures.

Which of'the following conclusions is most appropriate for the auditor to report?

¢ A The auditor cannot express a conclusive opinion in the audit report.

¢ B. The auditor should indicate that the system of internal control is effective.

e (. The auditor should indicate that the system of internal control is not effective.

¢ D. The auditor should indicate that the system of internal control is generally effective, except for the minor issue identified.

EfE: C

R -

When the CEO frequently bypasses written policies and procedures, it indicates a significant deficiency in the effectiveness of the
organization's system of internal control. This behavior can undermine the control environment and set a precedent that policies and
procedures can be disregarded, thereby affecting the overall control culture of the organization. In such cases, the auditor should
report that the system of internal control is not effective.

ITA guidance on evaluating the effectiveness of an organization's system of internal control.

R #761
An objective for an audit of a medical research corporation is to evaluate management's controls to ensure that timely reports are
submitted to sponsors of contracted research projects. In planning the audit to achieve this objective, the auditor should begin by:

A. Sending a questionnaire to a sample of research sponsors.
B. Interviewing a group of research managers.

C. Reviewing policies and procedures.

D. Observing report preparation in a number of laboratories.

Ef#: C

E R #762
According to the Standards, which of the following demonstrates the proficiency of an internal auditor?

¢ A Each internal auditor on the engagement team must possess the same level of knowledge, skills, and other competencies as
other auditors on the engagement team.

¢ B. Each internal auditor must have sufficient knowledge of IT risks and controls, and be able to evaluate the risk of fraud and
the manner in which it is managed by the organization.

e C. Each internal auditor must hold one or more certifications in the area of fraud and seek out continuing professional
development related to fraud detection and fraud mvestigation.

e D. Each internal auditor must be paired, by the chief audit executive, with an individual who possesses the knowledge, skills,
or other competencies required to complete the audit.

Ef@E: B

M #1763
Some of an organization's payroll transactions were batch posted to the payroll file but were not uploaded correctly to the general

ledger file on the mainframe. The best control to detect this type of error would be:

e A. Appropriate segregation of duties for batch approval.
e B. Edit controls on the payroll file.



¢ (. Validation of hash totals.
¢ D. Reconciliation of paychecks to the bank account.
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