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QUESTION: 1
During which stage of an audit engagement would the engagement supervisor identify the tasks
that were already completed and the remaining tasks to be performed?

A. When allocating resources.
B. When developing the test approach.
C. When documenting the work program.

Answer(s): C

Explanation:

Comprehensive and Detailed Step-by-Step Explanation:

The engagement supervisor identifies tasks that are completed and remaining tasks during the
process of documenting the work program.

Reference to IIA Standards:

According to the IIA's Performance Standards 2200 - Engagement Planning, an internal audit
work program should detail the procedures necessary to achieve the engagement's objectives.

Standard 2240 - Engagement Work Program explicitly states that internal auditors must develop
and document work programs that achieve the objectives of the engagement.

Key Responsibilities:

Documenting the work program involves listing tasks already performed to avoid redundancy
and tasks remaining to ensure coverage of all planned activities.

Supervisors are responsible for overseeing this process and ensuring the work aligns with the
overall engagement plan.

Relevance to Audit Practice:
The work program serves as a roadmap for auditors, detailing specific steps to be taken.

Identifying completed and pending tasks ensures proper time management and resource
allocation during the engagement.

QUESTION: 2

Which of the following is the best audit procedure to determine whether all of a bank's loans are
backed by sufficient collateral, properly aged as to current payments, and properly categorized
as current or noncurrent?

A. Use generalized audit software to read the total loan file, age the file by last payment due,
and select a statistical sample stratified by the current and aged population. Examine each loan
selected for proper collateralization and aging.

B. Select a block sample of all loans in excess of a specified dollar limit and determine whether
they are current and properly categorized. For each loan approved, verify aging and
categorization.
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C. Select a discovery sample of all loan applications to determine whether each application
contains a statement of collateral.

Answer(s): A

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

IIA Performance Standard 1220.A2: Internal auditors must consider using technology-based
audit techniques and other data analysis tools.

Performance Standard 2320 - Analysis and Evaluation: Sufficient and appropriate analysis
should be performed to achieve the engagement's objectives.

Best Audit Practice for the Scenario:

Option A involves using generalized audit software (GAS) to extract relevant data from the loan
file and stratify it based on specific criteria (e.g., age of loans, collateral backing). This ensures a
statistically valid sample.

By examining a stratified sample, the auditor can determine whether each loan is sufficiently
collateralized, aged correctly, and categorized properly.

This method provides comprehensive coverage while maintaining efficiency and adhering to
best practices.

Why Other Options Are Less Effective:

Option B: A block sample only includes loans over a certain dollar threshold, which introduces a
selection bias and overlooks smaller loans, making the sample less representative.

Option C: A discovery sample limited to loan applications focuses on documentation compliance
(e.g., collateral statements) but does not address loan aging or categorization.

Practical Implications:

Generalized audit software automates data analysis, reduces manual effort, and increases the
reliability of audit conclusions.

By selecting a representative statistical sample stratified by population characteristics, auditors
gain insights that are applicable to the entire population.

QUESTION: 3

An internal auditor is planning a business continuity audit engagement at a remote
manufacturing plant. During planning interviews, the plant manager stated that the local
Environmental, Health, and Safety (EHS) Department, which reports to the plant manager, had
completed a similar review six months ago. The EHS review did not find any significant
weaknesses. How should the internal auditor consider the EHS review results in the current
audit engagement planning?
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