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A staff auditor, nearly finished with an audit engagement, discovers that the director of marketing has a
gambling habit. The gambling issue is not directly related to the existing engagement, and there is
pressure to complete the current engagement. The auditor notes the problem and forwards the
information to the chief audit executive, but performs no further follow-up.

Which of the following statements is true about the auditor's actions?

A. They are in violation of the IIA Code of Ethics because the auditor withheld meaningful information.
B. They are in violation of the Standards because the auditor did not properly follow up on a red flag
that might indicate the existence of fraud.

C. They are in violation of neither the IIA Code of Ethics nor the Standards.

D. They are not in violation of the Standards but are in violation of the IIA Code of Ethics.

Answer: C

Which of the following is a preventive control?

A. Creating an audit trail.

B. Placing controls on physical access to inventory.
C. Reconciling purchase orders with approvals.

D. Reviewing expense accounts for irregularities.

Answer: B

A candidate has applied for an entry level internal audit position. The candidate holds a CISA (Certified
Information Systems Auditor) designation, and has six months of audit experience, but limited
knowledge of accounting principles and techniques. According to the llIA guidance, which of the
following is the most relevant reason for the chief audit executive to consider this candidate?

A. Other internal auditors possess sufficient knowledge of accounting principles and techniques.
B. The candidate's information systems knowledge and real-world experience in internal auditing.
C. Accounting skills can be learned over time with appropriate training.

D. An entry level position does not require expertise in any particular area.
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Answer: B

The results of an internal audit activity's (IAA) quality assurance and improvement program are
favorable and an external assessment was completed within the last five years.
Which of the following statements may the |AA use to describe its work?

A. "Completed with the advance certification of the External Assessors Association for Auditing Review."
B. "Conforms with the International Standards for the Professional Practice of Internal Auditing."

C. "Certified 100% accuracy, per the International Standards of External Assessment."

D. "Compliant with all domestic and international legal statutes, and certified quality assured for ten
years."

Answer: B

An organization has implemented a new automated payroll system that contains a table of pay rates
that are matched to employee job classifications.

Which control should an internal auditor suggest in order to ensure that the table is updated correctly,
and is used only for valid pay changes?

A. Restrict data-table access from management and line supervisors who have the authority to
determine pay rates.

B. Require a supervisor in the department, who has the ability to change the table, to compare the
changes to a signed management authorization.

C. Ensure that adequate edit and reasonableness checks are built into the automated system.

D. Require a manager, who is independent of the system and who cannot change the table, to authorize
and sign-off on any employee pay changes.

Answer: D
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