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FIRE #434
Which of the following is a red flag associated with fictitious revenues?

e A Significant transactions with related parties.
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¢ B. Unusual decrease in the number of days' sales in receivables.
¢ C. Slow growth or unusually low profitability.
e D. Substantial increase in receivables turnover.

BER: A

i RE #435
According to ITA guidance, which of the following factors should the auditor in charge consider when determining the resource
requirements for an audit engagement?

A. The appropriateness and sufficiency of resources as well as the nature, complexity, and time constraints of the engagement.
B. The number, proficiency, experience, and availability of audit staff as well as the ability to coordinate with external auditors.
C. The number, experience, and availability of audit staff as well as the nature, complexity, and time constraints of the

engagerent.
¢ D. The appropriateness and sufficiency of resources and the ability to coordinate with external auditors.

ER: A

i R #436
Which of the following statements is true regarding internal controls?

e A For assurance engagements internal auditors should plan to assess the effectiveness of all entity-level controls

¢ B. Reviewing process maps and flowcharts is an appropriate method for the internal a auditor to identify all key risks and
controls during engagement planning

¢ C. During engagement planning, internal auditors should not discuss the identified key risks and controls with management of
the area under review to prevent tipping off probable audit lasts

¢ D. Poorly designed or deficient entity-level controls can prevent well-designed process controls from working as intended.

ZEX: D
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Entity-level controls set the tone and establish the framework for the overall control environment within an organization. If these
controls are poorly designed or deficient, they can undermine the effectiveness of process-level controls, even if those controls are
well-designed. Entity-level controls include governance, risk management, and compliance controls that influence the entire
organization. Therefore, deficiencies at this level can have a widespread impact, preventing lower-level controls from functioning
properly.

Institute of Internal Auditors (I1A), International Standards for the Professional Practice of Internal Auditing (Standards), Standard
2130 - Control.

FIRE #437
What is the primary objective of an engagement supervisor's review of key activities performed during the engagement?

A. To ensure that the engagement is completed on time and within budget

B. To ensure that all work performed meets acceptable quality standards

C. To ensure that management has provided suitable responses to all observations
D. To ensure that management is satisfied with the progress of the engagement

£%: B
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The primary objective of an engagement supervisor's review of key activities during the engagement is to ensure that all work
performed meets acceptable quality standards. This includes verifying that audit procedures were appropriately executed, audit
evidence is properly documented, and audit conclusions are supported. The supervisor's review is crucial for maintaining the integrity
and reliability of the audit process, ensuring compliance with internal audit standards and protocols.

ITA Standard 2340: Engagement Supervision
ITA Practice Guide: Quality Assurance and Improvement Program



il B #438

An internal audit activity is participating in the due diligence work for an acquisition that a

company is considering. One engagement objective is to determine if the acquisition's accounts payable contain all outstanding
liabilities. Which of the following audit procedures would not be relevant for this objective?

¢ A Trace receiving reports issued before the period end to the related vendor invoices and accounts payable list.

B. Select a sample of accounts payable from the accounts payable list and verify the supporting receiving reports, purchase
orders, and nvoices.

C. Examine supporting documentation of subsequent (after-period) cash disbursements and verify period of liability.

D. Send confirmations, including zero-balance accounts, to vendors with whom the company normally does business.
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