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Question 1

Question Type: MultipleChoice

Which of the following creates an opportunity for an employee to commit fraud?

Options:
A- Lack of adequate internal controls
B- Unfair compensation practices
C- The need for money to pay personal medical bills

Answer:
A

Explanation:

Comprehensive and Detailed Step-by-Step Explanation:

Opportunity: In the Fraud Triangle, 'opportunity' refers to the ability to commit fraud due to
weaknesses in internal controls, such as poor segregation of duties, lack of oversight, or
inadequate monitoring systems. These factors are directly within the organization's control to
address.

Other Options:

Unfair Compensation Practices (B): This may contribute to 'pressure,' not opportunity.

The Need for Money (C): Represents 'pressure' due to personal financial issues.

Thus, the correct answer is A. Lack of adequate internal controls.

Question 2

Question Type: MultipleChoice

In a standard process mapping document, a diamond shape typically represents which of the
following?
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Options:
A- Process or operation.
B- Decision.
C- Flow line.

Answer:
B

Explanation:

Comprehensive and Detailed Step-by-Step Explanation:

Diamond Shape: In process mapping, a diamond typically represents a decision point where a
choice must be made based on conditions or criteria (e.g., 'Yes' or 'No').

Example: 'Is the invoice valid?' If yes, the process continues to payment; if no, it is rejected.

Other Options:

Option A: A process or operation is typically represented by a rectangle.

Option C: A flow line (arrow) indicates the direction of process flow, not a decision.

Thus, the correct answer is B. Decision.

Question 3

Question Type: MultipleChoice

Which option best is an element of a well-formed audit recommendation?

Options:
A- Factual evidence identified during the engagement.
B- Measures to prevent recurrence of the condition.
C- Factors that allowed the condition to exist.

Answer:
B
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Explanation:

Comprehensive and Detailed Step-by-Step Explanation:

Reference to Audit Recommendations:

According to the IIA Standards, a recommendation must be actionable, specific, and designed to
address the root cause of an identified issue.

Reasoning:

Option B is correct because effective recommendations focus on preventing recurrence by
addressing root causes or implementing control measures.

Option A (factual evidence) supports findings but does not constitute the recommendation itself.

Option C (factors allowing the condition) provides context for findings but does not include
actionable measures to resolve or prevent the issue.

Key Components of a Recommendation:

Recommendations should propose practical solutions to mitigate risks, improve processes, or
enhance controls.

Measures to prevent recurrence align with the goal of sustainable improvements.

Question 4

Question Type: MultipleChoice

Which of the following internal auditor attributes benefits the most from continuous
professional development?

Options:
A- Integrity.
B- Objectivity.
C- Competency.

Answer:
C



IIA-IAP Practice Questions BY Henderson - Page 5

Explanation:

Comprehensive and Detailed Step-by-Step Explanation:

Competency: Continuous professional development ensures auditors maintain and enhance their
knowledge, skills, and expertise, directly supporting their ability to perform engagements
effectively.

Other Options:

Option A: Integrity is a foundational ethical principle but is not developed through training or
professional development.

Option B: Objectivity is influenced by ethical behavior and independence, not primarily by
training.

Thus, the correct answer is C. Competency.

Question 5

Question Type: MultipleChoice

During a procurement process consulting engagement, the internal auditors reviewed contracts
for the hospital's supply of medicine. Which of the following would the internal auditors most
likely recommend to improve the effectiveness of the procurement process?

Options:
A- The procurement process should begin with clearly specified needs.
B- The procurement process must be comprehensively documented.
C- Only qualified procurement professionals should manage the procurement process.

Answer:
A

Explanation:

Comprehensive and Detailed Step-by-Step Explanation:

Reference to Best Practices in Procurement:
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Clearly specifying needs at the outset ensures that procurement decisions align with
organizational objectives and operational requirements.

Reasoning:

Option A is correct because specifying needs at the beginning helps avoid over-purchasing,
under-purchasing, or acquiring unsuitable items, thus improving the overall effectiveness of the
procurement process.

Option B (comprehensive documentation) is important for transparency and compliance but
does not directly improve the effectiveness of procurement outcomes.

Option C (qualified professionals) ensures competence but is secondary to having clear,
specified needs driving the process.

Impact of Clear Needs Specification:

It ensures the procurement process delivers value, meets quality requirements, and aligns with
operational demands.

Question 6

Question Type: MultipleChoice

During an assurance engagement of an organization's procurement process, an internal auditor
obtained the policy that specified the authorized dollar limits for invoices. This document would
best support Which option best attributes of an audit report?

Options:
A- Effect
B- Condition
C- Criteria

Answer:
C

Explanation:

Comprehensive and Detailed Step-by-Step Explanation:

Reference to Audit Report Elements:
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Criteria: The benchmark or standard used for comparison during the audit (e.g., policies,
regulations, contracts).

Condition: The factual observation or evidence identified during the audit.

Effect: The impact or consequence of the condition on the organization.

Reasoning:

Option C is correct because the procurement policy specifies authorized limits, serving as the
standard (criteria) against which compliance is assessed.

Option B (condition) refers to the actual state of observed controls, processes, or compliance,
not the benchmark.

Option A (effect) describes the potential or realized impact of non-compliance but not the
standard itself.

Importance of Criteria:

Criteria provide a clear benchmark, ensuring that findings are communicated with context and
actionable insights.

Question 7

Question Type: MultipleChoice

During engagement planning, which of the following would provide an internal auditor with a
sufficient understanding of the process being audited?

Options:
A- The mission, vision, and strategic objectives of the organization.
B- Management's opinion on the thoroughness of a previous internal audit of the same process.
C- The objectives and risk management of the process.

Answer:
C

Explanation:

Comprehensive and Detailed Step-by-Step Explanation:
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Reference to IIA Standards:

Standard 2200 - Engagement Planning: Internal auditors must develop a plan that considers the
objectives, risks, and controls of the area being audited.

Standard 2210 - Engagement Objectives: The objectives of the engagement must be aligned
with the organization's processes and risk management practices.

Reasoning:

Option C is correct because understanding the process's objectives and associated risks allows
the auditor to design procedures to assess how well risks are managed and objectives are
achieved.

Option A (mission, vision, and strategic objectives) provides organizational context but does not
give detailed insights into the specific process.

Option B (management's opinion) is subjective and insufficient for developing a comprehensive
understanding of the process.

Effective Engagement Planning:

Focus on process-specific objectives, risks, and controls ensures a targeted and effective audit,
contributing to meaningful outcomes.

Question 8

Question Type: MultipleChoice

Which option best statements is appropriate to include in a high-quality internal audit
engagement communication?

Options:
A- The internal audit team conducted a review of the financial reporting process prior to year-
end. The overall findings have been provided for management's consideration prior to the
completion of the organization's annual external financial audit.
B- The internal audit team noted numerous weaknesses in the organization's internal controls
over financial reporting. The team recommends that management determine the root cause of
the weaknesses.
C- The internal audit team conducted an engagement under the assumption that significant
control weaknesses were likely. The purpose of the review was to uncover those weaknesses.

Answer:
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A

Explanation:

Comprehensive and Detailed Step-by-Step Explanation:

Reference to IIA Standards:

Standard 2420 - Quality of Communications: Reports should be accurate, objective, clear,
concise, constructive, and complete.

Findings must be presented factually and free from assumptions or bias.

Reasoning:

Option A is correct because it presents the purpose, timing, and findings in a clear and
professional manner, allowing management to take informed action.

Option B lacks balance and shifts responsibility for identifying root causes to management
without actionable recommendations.

Option C includes a biased assumption, undermining the report's objectivity and
professionalism.

Impact of Quality Communication:

High-quality communications support decision-making by presenting findings and
recommendations constructively.
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