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¢ Practice of Internal Auditing: This domain covers strategies and policies related to planning, organizing,

controlling of internal audit processes, and understanding administrative activities such as resourcing,
hEY 71 recruiting, and staffing. Moreover, this domain covers goals of engagement and assessment criteria in
addition to planning the engagement to ensure the identification of key risks and controls.

o FEssentials of Internal Auditing: This domain has topics such as foundations of internal auditing,
FEw 22 independence aconcept of governance and CSR.nd objectivity, Proficiency and Due Professional Care,
QA, and Managing Risks. The domain covers describing the

¢ Business Knowledge for Internal Auditing; This domain covers the vital planning phases and efforts and

common performance measures. It also includes ways for management to effectively lead and counsel
hEY 73 people to increase their commitment. Also, the domain covers financial accounting and managerial
accounting fundamentals and the treatment of various costs.
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QISA A B E (Q63-Q68):

P #63
‘What would be the effect if an organization paid one of'its liabilities twice during the year, in error?

A. Assets, net income, and owners' equity would be unaffected

B. Assets, liabilities, and owners' equity would be understated.

C. Assets and liabilities would be understated.

D. Assets, net income, and owners' equity would be understated, but liabilities would be overstated

IEf#: D

TR

Ifan organization pays one of its liabilities twice, its assets (cash) would be reduced more than necessary. This results in an
understaterment of net income and owners' equity because the additionalpayment is an expense that should not have been recorded.
Liabilities would be overstated because the duplicate payment does not reduce the liability correctly.

References:

* "Financial Accounting Principles," which discusses the impact of errors on financial statements.

H #064
The internal audit activity is planning an assurance engagement for a foreign subsidiary. According to ITA guidance, which of the
following would be included in the preliminary communication to management of the area under review?

¢ A The scope of the engagement, the estimated time frame, and the names of the auditors.

¢ B. The estimated time frame, the names of the auditors, and the resources and travel budget

e C. The resources and travel budget, the scope of the engagement, and the estimated time frame.
¢ D. The names of the auditors, the resources and travel budget, and the scope of the engagement.

Ef: A

fEEL:

* Prelimmary Communication:Prelimmary commumnication to management of the area under review is essential in setting clear
expectations and ensuring transparency regarding the upcoming audit.

* Key Elements to Include:

* Scope of the Engagement:Define what will be covered in the audit to ensure that management understands the focus areas and
objectives.

* Estimated Time Frame:Provide a timeline for the audit activities, including the start and end dates, to help management plan and
allocate resources accordingly.

* Names of the Auditors:Identify the auditors involved to facilitate commumnication and coordination with the audit team.

* TIA Guidance:According to the IIA standards, communicating these elements helps in building a cooperative relationship and
ensures that there are no misunderstandings regarding the audit process.

References:

* JIA Standard 2201 - Planning Considerations .

B #65

Which of the following is the most appropriate reason for a chief audit executive to conduct an external assessment more frequently
than five years?

A. A change in senior management or internal audit leadership may change expectations and commitment to conformance
B. More frequent external assessments can serve as an equivalent substitute for internal assessments.

C. Significant changes in the organization's accounting policies or procedures would warrant timely analysis and feedback.
D. The parent organization's internal audit activity agreed to perform biennial reciprocal external assessments to provide
greater assurance at a reduced cost.

IEf#E: A
fR .
* Introduction:

* The frequency of external assessments for the internal audit activity (IAA) is typically every five years. However, certain



circumstances may necessitate more frequent assessments.

* Reasons for More Frequent Assessments:

* Significant organizational changes or shifts in internal audit leadership can impact the effectiveness and alignment of the internal
audit function with organizational goals.

* Options Analysis:

* Option A: While changes in accounting policies might warrant review, they do not specifically necessitate a more frequent external
assessiment.

* Option B: More frequent external assessments cannot substitute for ongoing internal assessments, which are continuous and serve
different purposes.

* Option C: Reciprocal external assessments can be cost-effective but are not a primary reason for increased frequency.

* Option D: Changes in senior management or internal audit leadership can lead to shifts in expectations and commitment to
compliance, thus justifying more frequent external assessments to ensure continued alignment and conformance with standards.

* Conclusion:

* The most appropriate reason for a chief audit executive (CAE) to conduct an external assessment more frequently than five years
is when there is a change in senior management or internal audit leadership, as this may alter expectations and commitment to
conformance.

M #66
What is the primary reason that audit supervision includes approval of the engagement report?

A. To ensure report style and grammar are appropriate.

B. To ensure the objectives of the area under review are met

C. To ensure senior management supports the reports conclusions
D. To ensure report findings are substantiated

Ef#: D

fEEL:

The primary reason for audit supervision, including the approval of the engagement report, is to ensure that the findings presented in
the report are substantiated by adequate and appropriate evidence. This step is crucial to maintain the credibility and reliability of the
audit process and its outcornes.

* Substantiation of Findings: Ensuring that findings are substantiated helps in providing a clear and defensible basis for the
conclusions and recommendations made in the report.

* Audit Quality: This step ensures the quality and integrity of the audit process, confirming that the evidence collected during the audit
is sufficient and appropriate to support the findings.

* Credibility: By substantiating findings, the report gains credibility, which is essential for the stakeholders who rely on the audit
report for decision-making,

References:

* "Internal Audit Standards and Procedures," which outlines the importance of evidence substantiation in audit reports .

A #67
Which of'the following would most likely form part of the engagement scope?

e A. Potential legislation on privacy topics will be employed as a compliance target O Wire transfers that exceeded $10,000 in
the last 12 months will be analyzed.

e B. The probability of significant errors will be considered via risk assessment.

e (. Both random and judgmental samplings will be used during the engagement

EfE:. C
fi .-
* Introduction:

* The engagement scope outlines the boundaries of the audit activities, specifying the methods and techniques to be employed during
the engagement.

* Scope Definition:

* The scope includes the areas to be reviewed, the nature and extent of testing, and the specific objectives and criteria to be used.

* Options Analysis:

* Option A: Specifying compliance targets is part of planning but too specific for the overall engagement scope.

* Option B: Detailing the use of both random and judgmental samplings defines the methodology clearly, which is appropriate for the



engagement scope.

* Option C: Considering the probability of significant errors is part of the risk assessment process, not the scope itself

* Option D: Analyzing wire transfers is a specific audit test rather than a definition of the engagement scope.

* Conclusion:

* Specifying both random and judgmental samplings as part of the engagement scope provides a clear and conmprehensive
methodology for the audit, making it the most appropriate choice.

B #68
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