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P #243
Which of the following statements best demonstrates application of due professional care during an assurance engagement?

A. The audit procedures were systematically planned, executed, and documented.

B. The engagement objectives were designed to assist the engagement client.

C. The engagement detected irregularities and noncompliance instances.

D. The engagement supervisor had no significant comments in the supervisory review.

Ef#: C

H #244

Which of'the following is a valid statement about the use of visual observations during an audit engagement?

- Visual observations can be used to detect ineffective controls, idle resources, and safety hazards. - Visual observations can be
used during both preliminary survey and fieldwork stages of the audit engagement. - Visual observations can provide unsubstantiated
facts to management if the internal auditor believes the information is useful.

- Visual observations can assist an auditor in determining if a material observation should be communicated through informal means
to the organization's senior management.

A. 1 and 4 only.
B. 3 and 4 only.
C. 1 and 2 only.
D. 2 and 3 only.
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ER #245
To encourage internal audit objectivity, which of the following is an appropriate policy the chief audit executive should establish?

e A. Prior to hiring a new mternal auditor, the chief audit executive must determine whether the auditor owns stock in the
organization.

e B. Internal auditors should report their audit findings directly to the audit committee.

¢ C. To receive an outstanding performance rating, internal auditors are required to generate audit findings.

e D. Internal auditors are permitted to audit an entity managed by a close friend or relative, as long as they notify the chief audit
executive.

EfE: B

L

To encourage and maintain internal audit objectivity, it is crucial for internal auditors to have an independent reporting line, preferably
directly to the audit committee. This policy helps minimize potential biases or influences from management and ensures that audit
findings are communicated openly and transparently without fear of repercussion or conflict of interest, thereby safeguarding the
objectivity of the audit function.References: Institute of Internal Auditors (IIA) - International Standards for the Professional Practice
of Internal Auditing

R #246
Which segregation of duties would best reduce the risk of payroll fraud?

e A, Human resources personnel add employees,and payroll personnel process hours and enter employee bank account
numbers. Paychecks are automatically deposited in the
employee's bank account.

e B. Human resources personnel add employees and enter employee bank information. Payroll personnel process hours,and
paychecks are automatically deposited in the employee's bank account.

e (. Human resources personnel add employees,review and submit payroll hours to the payroll department for processing,and
deliver paychecks to employees.

e D. Human resources personnel add employees,payroll personnel process hours,and human resources personnel deliver



paychecks to employees.
EE: A

H A #247

The chief audit executive (CAE) of a small internal audit activity (IAA) perforns all high-risk engagements on the annual audit plan to
make use of his knowledge and experience and to maximize the efficient use of audit resources. Which of the following statements is
most relevant regarding this practice?

¢ A. The CAE should avoid performing engagements to ensure he is able to review all audit work objectively.
¢ B. The CAE may self-review his work, provided he discloses this practice in the final report.

¢ (. The CAE's work should be reviewed by an individual with the appropriate background and knowledge.
¢ D. The CAE's work may be reviewed by any other experienced staff member within the IAA.
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