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Unit [l

ASSURANCE AND COMPLIANCE ENGAGEMENTS

AUDITING
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Jiiia¥) s 35l ciiles 1 Unit 2
: (PERFORMANCE AUDITING) s!4¥) (385 .6

: (Performance Auditing) s/3¥) (3835 1

.(provide assurance about the organization’s key performance indicators) 4w sall dau 1l oY1 Gl i 50 Jga 12SE o0V 38355 )3y 38
.(design a performance measurement system) 12¥) (il aUsi aseail (consulting engagement) 4 )biiu) dagae o) ja) (Sa

»
>

Organization’s key components that are essential to the organization’s success

GLEMm
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GLEIM:

A performance audit engagement typically involves

A. Review of financial statement information, including the appropriateness of various accounting treatments.

B. Tests of compliance with policies, procedures, laws, and regulations.

C. A strategic analysis of the organization’s key components that are essential to the organization’s success.

D. An evaluation of the board of directors’ role in the operations of the organization.

Answer (C) is correct.

Performance audit engagements involve review of the business and control environment and key performance indicators
against set criteria using balanced scorecards, SWOT analysis, and management control evaluation. A balanced scorecard is an

evaluation of company performance against established criteria. SWOT analysis appraises the business and potentially the
control environment.

A. Financial engagements involve review of financial information.

B. Compliance engagements involve examining control procedures and compliance with them.
D. Operational engagements involve reviewing organizational and departmental structures.
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GLEIM:

In which type of assurance engagement should an auditor focus on organizational objectives?

A. Financial audit engagement.

B. Quality audit engagement.

C. Performance audit engagement.

D. Operational audit engagement.

Answer (C) is correct.

In a performance audit engagement, auditors perform efficient and cost-effective audits by focusing on achievement of
organizational objectives, that is, key performance indicators.

A. A financial audit engagement provides assurance about financial reporting to management and the board.

B.A quality audit engagement provides assurance that the approved quality structures are in place, and quality processes are
functioning as intended.

D. An operational audit engagement allows internal auditors to assess the efficiency and effectiveness of an organization’s
operations.
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.(Assess an organization’s ability to measure its performance) Wil (b e G gall 3 508 andi 1
.(Recognize deficiencies) _ =il 4a gl Je b il 5 2

/ .(Take corrective actions) dssaill Cilel 2y Masl 5,3

: (S (Effective management control) Atall 4, lay) 446 ) llaw

.(Performance measurement) sa¥) Gsld 1

.(Feedback) Jzdll 353,54 .2
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Performance Scorecard .(Useful for performance measurement) ¥ (Ll 538 (balanced scorecard) o) siall ¢1aY) d8Ua,
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Ongoing GLEIM .(Financial measures of the elements of performance) ¢h¥ jualial Ldlall unladd) 1
Performance .(Nonfinancial measures of the elements of performance) sla¥) jalial L0l 52 (unlaall 2
Measurement : &l (analysis) Jalas (32,5 e (Critical Success Factors) dawlall lgalad Jal go dalaiall 2aaj
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GLEIM:

Using the balanced scorecard approach, an organization evaluates managerial performance based on

A. A single ultimate measure of operating results, such as residual income.

B. Multiple financial and nonfinancial measures.

C. Multiple nonfinancial measures only.

D. Multiple financial measures only.

Answer (B) is correct.

The trend in managerial performance evaluation is the balanced scorecard approach. Multiple measures of performance
permit a determination as to whether a manager is achieving certain objectives at the expense of others that may be equally
or more important. These measures may be financial or nonfinancial and usually include items in four categories: (1) financial;
(2) customer; (3) internal business processes; and (4) learning, growth, and innovation.

A. The balanced scorecard approach uses multiple measures.

C. The balanced scorecard approach includes financial measures.
D. The balanced scorecard approach includes nonfinancial measures.
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GLEIM:

Which of the following criteria would be most useful to a sales department manager in evaluating the performance of the
manager’s customer-service group?

A. The customer is always right.

B. Customer complaints should be processed promptly.

C. Employees should maintain a positive attitude when dealing with customers.

D. All customer inquiries should be answered within 7 days of receipt.

Answer (D) is correct.

A criterion that requires all customer inquiries to be answered within 7 days of receipt permits accurate measurement of
performance. The quantitative and specific nature of the appraisal using this standard avoids the vagueness, subjectivity, and
personal bias that may afflict other forms of personnel evaluations.

A. Customer orientation is difficult to quantify.

B. The standard specified is vague.
C. No measure of a positive attitude has been specified for the employee.
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GLEIM:

On a balanced scorecard, which of the following is not a customer satisfaction measure?

A. Market share.

B. Economic value added.

C. Response time.

D. Customer retention.

Answer (B) is correct.

Customer satisfaction measures include market share, retention, response time, delivery performance, number of defects, and
lead time. Economic value added, or EVA, is a profitability (financial) measure.

A. Customer satisfaction measures reflect customer needs and satisfaction. Market share is a macro-level measurement of
customer satisfaction.

C. Customer satisfaction measures reflect customer needs and satisfaction. Response time can be a critical service factor in
customers’ overall satisfaction.

D. Customer satisfaction measures reflect customer needs and satisfaction. Customer retention is an ultimate indicator of an
entity’s success
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GLEIM:

An auditor is conducting a review of an organization’s balanced scorecard. The organization’s main objective is to increase market share by 7%
in the coming year. Management diverted 5% of the operating budget from the customer service department to the research and development
department to increase product innovation. Management had predicted that increased product innovation would increase market share.
However, market share did not increase substantially in the first quarter. Which measure should the auditor review as a result of the failure to
increase market share?

A. Product innovation.

B. Market share.

C. Customer satisfaction.

D. Employee development.

Answer (C) is correct.

The balanced scorecard approach uses multiple measures of performance to determine whether a manager is achieving certain objectives at
the expense of others that may be equally or more important. For example, an improvement in product innovation at the expense of customer
satisfaction would be apparent using this approach. The scorecard is a goal congruence tool that informs managers about the nonfinancial
factors that top management believes to be important. Measures may be financial or nonfinancial, internal or external, and short term or long
term. A typical scorecard includes measures in four categories: (1) financial; (2) customer; (3) internal; and (4) learning, growth, and innovation.
Key results in customer satisfaction help predict future sales. The effect of diverting funds from the customer service department can be
analyzed by reviewing any changes affecting customer satisfaction on the performance scorecard.
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GLEIM:

An auditor is reviewing an organization’s plan for developing a performance scorecard. Which of the following potential performance
measures should the auditor recommend excluding from the performance scorecard?

A. Product innovation.

B. Market share.

C. Customer satisfaction.

D. Employee development.

Answer (A) is correct.

The trend in managerial performance evaluation is the balanced scorecard approach. Multiple measures of performance permit a
determination as to whether a manager is achieving certain objectives at the expense of others that may be equally or more important. For
example, an improvement in operating results at the expense of new product development would be apparent using this approach. The
scorecard is a goal congruence tool that informs managers about the nonfinancial factors that top management believes to be important.
Measures may be financial or nonfinancial, internal or external, and short term or long term. A typical scorecard includes measures in four
categories: profitability; customer satisfaction; innovation; and efficiency, quality, and time. Innovations in the production of goods or services
do not typically lend themselves to ongoing performance measurement.

B. Key results in market share track changes in the organization’s competitive position.

C. Key results in customer satisfaction help predict future sales.
D. Key results in employee development help predict the ability to attract and retain good employees.
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PART 2

Practice of Internal Auditing

UNIT 2
ASSURANCE AND COMPLIANCE ENGAGEMENTS
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Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV
ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII
ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit [l

ASSURANCE AND COMPLIANCE ENGAGEMENTS

SECURITY

- AND PRIVACY
AUDITS
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiia¥l s aslill clilas 1 Unit 2
: (SECURITY AND PRIVACY AUDITS) 4 gaidll g (s} (3835 cililes |5

. (all aspects of an organization) kil uil sa ares (8 da padll (o glda 2a

.(from its paper-based records) 48 ) oIl Lo (3 -

.(to its internal databases) dalalall Lgally el & ) -

.(to its policies of data collection on its website) < iy e lead 9o e Gl xany Aaldl) bl ) -
. ¢l 5w (Unauthorized access) 42 z_radl s Jsasll (o dpaddll Clagleall dlas (pe XU ) G salalall o gsaall »lis,
.(Inside the organization) 4l J2ls (5 1
.(Outside the organization) dehiall z Ji& (4 4 .2

- Jie (Physical security) @bl gle¥) (3835 cany 1d83adla

.(Safeguards against environmental risks) 4l Hhalaall (o any 1

.(Safeguards against wrongful access to computers) sl & jeal ) & 5 pdadl e Jga sl o any 2
.(protection for information) ule sleall 4laall alana 45y aaliyall 1Y) s
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiia¥l s aslill clilas 1 Unit 2
: (SECURITY AND PRIVACY AUDITS) 4 gaidll g (s} (3835 cililes |5
: (Information Security Auditing) <lesixall cal (8835 1

.. s (Information security auditing) <o sleall (pel (383
.(expansion of the assurance services performed by auditors) ¢ sl L i) A8l Cladal a s
e wasll 8 e Jgeasl) 40S4) ae (creation of organization-wide computer networks) duwwsall (s siwe o 5igmaS GlSud (L) (g0
D OsSE a8 Ml S JSG Hhalaall sl I A Al Gl )
.(Risk management processes inadequate) %88 e jhalaall 5 o) llee 1
.(Control processes inadequate) 48\S e 438) yall Gllee 2

LGJZ‘LAA 2%)3‘5 L@j:\ué L._I.L..E Lf.ﬂ‘ ".. . :.\ L:\LA S \‘5 &:\U\....L.\M &“93‘ .... -

(degree to which they should be protected)
ladaid) g cilelicall u Wagl 5 ylalil) Cadlialy
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Jie¥! g aslill cildes @ Unit 2

: (SECURITY AND PRIVACY AUDITS) 4ua sadll 5 (na¥) (383 cilles |5

: (Information Security Auditing) <lesixall cal (8835 1

L b skl oda 3 Al sl Bl g Jiady

Assessing information systems security risks .(assess risks) shlaall andi 1
.(monitor the implementation of corrective action) dasssaill Cilel Y 1di 28) jay 2
GLE"VI Evaluating security controls .(evaluate controls) 4B )l ausiy |3

+ pe Jandl g A SRR a0a YA e A Ll dday Wyl sl g8l Jalis Jasy 8
.(users of information systems) <le sleall dakail  addiia 1

.(systems security personnel) dekas¥) (al ik se pay .2

UL N

.(Devise controls) 4,1 s .1

.(Implement controls) &l das 2

D Oe O e iy IS il Al Ll Jesy

.(Senior management) Wall 3 laY1 1

(Board) 3,)a¥) Galae s .2

il slaall (pals (3lahy Lad 4aS sall digda 5 el d BacLusal

.(assist in the performance of the governance function with respect to information security)
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiia¥l s aslill clilas 1 Unit 2
: (SECURITY AND PRIVACY AUDITS) 4 gaidll g (s} (3835 cililes |5
: (Information Security Auditing) <lesixall cal (8835 1

.(Loss of consumer trust) <llgiuall 45 (lasé g 3 (Legal problems) 458 Jsliw .1
.(Damaged reputation) 44l Zrall 5 4 (Loss of assets) Jsa¥! (jlaiéy 2

PRC

: e &S e (negatively affect) Gls 4818 dpa pad Lol ga 2 s a2 it of (Sa
dsns3all ¢3ae : (individuals) )_8Y) (1

(harm) L=l .1

.(inconvenience) zle )Y .2

. (organization) 4w 3all 5 (2

(lawsuits) 48bzaill (5 gleall 1

(fines) wll &l 2

.(negative customer goodwill) 3l Lia j a2 3

l1A -
daiay) Ol yaill sda it e 3 5K 0 ) se (3l Giladaial) e cany Sl
Organizations should spend considerable resources avoiding these vulnerabilities.

GLEM
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GLEIM:

A privacy audit focuses on an organization’s ability to

A. Measure performance and analyze deficiencies.

B. Achieve its objectives efficiently and effectively.

C. Implement controls for the management of private information.

D. Meet users’ needs reliably.

Answer (C) is correct.

An internal auditor must understand and comply with privacy-related laws, regulations, and policies in jurisdictions where the

organization operates. An organization’s failure to establish controls for privacy can lead to legal problems, loss of assets, loss
of consumer trust, and a damaged reputation.

A. A performance audit addresses an organization’s ability to measure performance and analyze deficiencies.

B. A performance or operational audit addresses an organization’s ability to achieve its objectives efficiently and effectively.
D. A performance or operational audit addresses an organization’s ability to achieve its objectives efficiently and effectively.
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GLEIM:

Which of the following is not a role of the internal audit activity in performing assurance services?

A. Assessing information systems security risks.

B. Working with information system users and system security personnel to implement controls.

C. Monitoring the implementation of corrective action.

D. Evaluating security controls.

Answer (B) is correct.

The role of the internal audit activity with respect to assurance services is to assess information systems security risks, monitor
the implementation of corrective action, and evaluate security controls. The internal audit activity may also function in a
consulting capacity by identifying security issues and by working with users of information systems and with systems security
personnel to devise and implement controls.

A. Assessing information systems security risks is part of the role of the internal audit activity with respect to assurance
services.

C. Monitoring the implementation of corrective action is part of the role of the internal audit activity with respect to assurance
services.

D. Evaluating security controls is part of the role of the internal audit activity with respect to assurance services.
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiia¥l s aslill clilas 1 Unit 2
: (SECURITY AND PRIVACY AUDITS) 4 gaidll g (s} (3835 cililes |5
: (Information Security Auditing) <lesixall cal (8835 1

2130.A1 245 jlma

Implementation Standard 2130.A1
: 52 (evaluate) audiy (AR g8 Jalds . 55, O
.(adequacy of controls) 4 )1l 4, 1
.(effectiveness of controls) 4B )l 4:llxé g 2
o L (3l L e sleal dalasf g Lgiilac 5 adaiall A sm Jals jlalaall aiuy) b
.(Achievement of the organization’s strategic objectives) akiall Lxasil Y Cilal) 58 o
.(Reliability and integrity of financial and operational information) 4l 5 dllall il slaall 4Dl 5 438 6 50 @
.(Effectiveness and efficiency of operations and programs) z=!_al s Clleall 3 5 43llxé @
.(Safeguarding of assets) d sl iles @
.(Compliance with laws, regulations, policies, procedures, and contracts) 2!l s Slel a5 Slaluadl 5 20 sl 5 (i 8l JEY) @
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Juiia¥ g a8l cililas : Unit 2
: (SECURITY AND PRIVACY AUDITS) 4ua sadll 5 (na¥) (383 cilles |5

: (Information Security Auditing) <lesixall cal (8835 1

: (Information Reliability and Integrity) 48! 3y cila gleal) 48)0aa

: = 3K (Information reliability and integrity) LDt s Cile sleall 48 i sa Cparals
.(Accuracy) 433l 1

.(Completeness) JwiS¥; .2

(Security) oYl .3

-l 13 L ) gl L sasy

.(Senior management) Lxll 3 oY) 1

(Board) 33! (ulaay .2

LS e phaill (i dalell Cilaglaal) auan e 5 1Y) A s L) 2 g g (lagd

: cx8il (competent audit resources) daisa (3835 3 ) ge 4pal ANl gl Lalis IS 1) Lo (CAE) @8l (odaiil) (pud 1) 23y
.(Internal risks) 4alall jlalsall 1

.(External risks) 4 tall Hlaladly 2

.(information reliability and integrity) Lial 3 5 la slaall 48 55 5al

GLEIM ..

A1) agal Sl ey lalall gl Ll (S 13) L (CAE) (Al Gaxll sl (us )l aaas
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GLEIM:

Who determines whether the internal audit activity has access to resources sufficient to evaluate the reliability and integrity of
information?

A. The chief executive officer.

B. The chief audit executive.

C. The external auditor.

D. The chief operating officer.

Answer (B) is correct.

The chief audit executive determines whether the internal audit activity possesses, or has access to, competent audit
resources to evaluate information reliability and integrity and associated risk exposures. This includes both internal and
external risk exposures and exposures relating to the organization’s relationships with outside entities.
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GLEIM:

Which of the following statements is false with respect to information security?

A. Internal auditors should determine that senior management and the board, audit committee, or other governing body have
a clear understanding that information reliability and integrity is the responsibility of the internal audit activity.

B. The chief audit executive should determine that the internal audit activity possesses, or has access to, competent auditing
resources to evaluate information security and associated risk exposures.

C. Internal auditors should periodically assess the organization’s information security practices and recommend, as
appropriate, enhancements to, or implementation of, new controls and safeguards.

D. Internal auditors should assess the effectiveness of preventive, detective, and mitigative measures against past attacks, as
deemed appropriate, and future attempts or incidents deemed likely to occur.

Answer (A) is correct.

Internal auditors determine whether senior management and the board have a clear understanding that information reliability
and integrity is a management responsibility. This responsibility includes all critical information of the organization, regardless
of how the information is stored.

B. These statements about information security are correct.

C. These statements about information security are correct.
D. These statements about information security are correct.
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiie¥! s a5t cibilas : Unit 2
: (SECURITY AND PRIVACY AUDITS) 4 suaill g csa¥) (385 cililes |5

: (Information Security Auditing) <lesixall cal (8835 1

: (Information Reliability and Integrity) 48! 3y cila gleal) 48)0aa

p oad) a3 L (CAE) Gdaall sdill pant H) aasy

.(Senior management) Wall 3 laY1 1

.(Board) 3,a¥) Galae s .2

Jaags Jias 28 ) Cag all g Sy Ly gl e Jalall gasil) Ll

: (assess the effectiveness) dullad avdiy o slalall () g88a4l) o 68y

.(Preventive measures) 486 4l Slel )2y 1

.(Detective measures) 4dbaiiu¥) Glel )oY 2

.(Mitigative measures) 4:asaill &ile) a2y 3

.(against past and future attacks) 4wl § Lrslall Claagl 1

.(board has been appropriately informed) culia JS5 3 1aY) Galae &30) &3 38 IS 1Y) Le () g3 agdl LS
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Juie¥) 5 2slil) cibiles : Unit 2

: (SECURITY AND PRIVACY AUDITS) 4ua sadll 5 (na¥) (383 cilles |5

: (Information Security Auditing) <lesixall cal (8835 1

: (Information Reliability and Integrity) 48! 3y cila gleal) 48)0aa

3l Gaxll (ultimate responsibility) 4l 4l s suall (& 4ua sill  aniill @ o (periodically) s JS& g slalall ¢ sdadll & g8y

-
o
ot

. (assess) s

.(Reliability practices) 48 5 sall Sl jlas .1
Periodically assessing information security practices R .(Integrity practices) 4a! 3ill il jlas s .2
- = (recommend) s sl

.(New controls) s 433 1
.(Improved controls) diuae 46 5 5 2

GLEM

+ < ol o3 Jie o) ) S

.(Separate engagements) 4ladia alga .1

.(Multiple engagements integrated with other elements of the audit plan) dzal jall ddad (1 s Al jalic ae ALalSia 3020 algaS i 2
Do Wl o salalall @ il o 53

.(Evaluate compliance with privacy laws) 4 sadll (pil gl JUELY) andi 1

.(Evaluate compliance with privacy regulations) 4 seadll il 8l JEeY) anéi 2

bl @l e Jla5 Al Al jhlaall 23aa8 S 530 any O 5053 agld MUl
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GLEIM:

The internal auditors’ ultimate responsibility for information security includes

A. ldentifying technical aspects, risks, processes, and transactions to be examined.

B. Determining the scope and degree of testing to achieve engagement objectives.

C. Periodically assessing information security practices.

D. Documenting engagement procedures.

Answer (C) is correct.

Internal auditors should periodically assess the organization’s information security practices and recommend, as appropriate,
enhancements to, or implementation of, new controls and safeguards. Following an assessment, an assurance report should
be provided to the board. Such assessments can either be conducted as separate stand-alone engagements or as multiple
engagements integrated into other audits or engagements conducted as part of the approved audit plan.
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiia¥) st cililes : Unit 2

: (SECURITY AND PRIVACY AUDITS) 4 gl y (¥} (3835 cibiles .5

: (Security Auditing) oY) (385 2

(1) e sleall L gl 50 glaty ol dlae Y1) A Gla¥) mllaiadd o gud IS alasiuy)

.(more comprehensive view of security) (o0 ¥ sed i1 3 s 32l ) Aadaial) e cang SIS aa g
.(protection of employees and visitors from workplace violence) Jeall 1&a & aiall (e )5 30 5 (il oall Aplan ga @llh e ABY aal
D dlie e sa e 8 s

.(Governance) &S sl 1

.(Risk management) kil 3 sl 2

.(even in the absence of IT) Gl slaall Lia ol i< e 4 s

Y1 Ve men 35 10Y) B (e B2 5 Aaaraall A 1 Ayllad 5 S (a0 a3 Gl oL o gy
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Jkiia¥l g 45l cilbilas : Unit 2

: (SECURITY AND PRIVACY AUDITS) 4ua sadll 5 (na¥) (383 cilles |5

: (Privacy Auditing) 4xa gadll (3855 3

omS OS5 50aS) B jeal L_Acgz\ijid\ (personal jnformation) dpaddll Gl gleall Hlaga 3l )

i Y L ey 5 5aaS) 8 gl Cm dand Sl Gy Y Lgde (5 ghaiy N Aial) jlalaall coal LS
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Jkiia¥l g 45l cilbilas : Unit 2

: (SECURITY AND PRIVACY AUDITS) 4ua sadll 5 (na¥) (383 cilles |5

: (Privacy Auditing) 4xa gadll (3855 3

8oV Galae 4 g 5se dua gadll Jae jUa) 48l 3a 9 L&) | 1 (Evaluation of a Privacy Framework) 4ua gadll jUa) auis

: Jis (negative organizational consequences) 4l Asaaiill () sall dpad il Gl slaall Ales aiad
.(Legal liability) 4 551all 43 5 punall 1
.(Loss of reputation) axaudl (jlasé g 2
. 4 sadll (various definitions) 4dise culdy 23 L Lasd
(Physical and psychological 4&ill 5 4aa.all) Personal privacy deaeiill dua spaidll 1
(Freedom from surveillance ~=_il (1« , =dll) Privacy of space (Sall 4va pad 2
(Freedom from monitoring 48 sl (= , a3ll) Privacy of communication &Y¥Lai¥) dua pad 3
Privacy of information <l slaall dpa gad 4
(collection, use, and disclosure of personal information by others (p_AY! J8 (e Lo Fladyl 5 Lealadin 5 dpad &l il slaall aea)

GLEIM
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GLEIM:

Freedom from monitoring best defines

A. Personal privacy.

B. Privacy of space.

C. Privacy of communication.

D. Privacy of information.

Answer (C) is correct.

Privacy may encompass

(1) personal privacy (physical and psychological),

(2) privacy of space (freedom from surveillance),

(3) privacy of communication (freedom from monitoring), and
(4) privacy of information (collection, use, and disclosure of personal information by others).

A. Personal privacy is physical and psychological.

B. Privacy of space is freedom from surveillance.
D. Privacy of information is freedom from collection, use, and disclosure of personal information by others.

~
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GLEIM:
Which of the following privacy terms is matched with an accurate example of the term?

Term Example
A. Privacy of space Freedom from surveillance
B. Privacy of information Freedom from monitoring
C. Personal privacy Freedom from monitoring
D. Privacy of communication Freedom from surveillance

Answer (A) is correct.

Risks associated with the privacy of information encompass personal privacy (physical and psychological), privacy of space
(freedom from surveillance), privacy of communication (freedom from monitoring), and privacy of information (collection,
use, and disclosure of personal information by others).

B. Privacy of information includes collection, use, and disclosure of personal information by others

C. Personal privacy includes physical and psychological.
D. Privacy of communication includes freedom from monitoring.
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Jkiia¥l g 45l cilbilas : Unit 2
: (SECURITY AND PRIVACY AUDITS) 4ua sadll 5 (na¥) (383 cilles |5

: (Privacy Auditing) 4xa gadll (3855 3

: (Evaluation of a Privacy Framework) 4xa gaill jUa) s

REIRY e\,ﬁﬂ LS)A\ il glag & Leaad (Say j Crra o Lehay ) (S ila glaa Lﬁi * (Personal information) W\ Gla glaall
.(Name, address, identification numbers, family relationships) 4z ¥} CilESlall g 4y sl ald )i 5 o)) siall 5 ans¥) 1
Al Gl a5l elaay) sl o cladail) o clapstll o cala gall ks 2
.(Employee files, evaluations, comments, social status, or disciplinary actions)
.(Credit records, income, financial status) (el aua sl Jaall 5 GLaii¥) S w3
.(Medical status) 4kl AWl 4
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GLEIM:

Personal information may include
1. Medical status

2. Social status

3. Credit records

4. Disciplinary actions

A.1, 2, and 4 only.

B.1 only.

C.1 and 2 only.

D.1, 2, 3, and 4.

Answer (D) is correct.

Personal information may include
actions, (5) name, (6) address, (7)

the following: (1) medical status, (2) social status, (3) family relationships, (4) disciplinary
identification numbers, (8) income, (9) financial status, (10) comments, (11) employee files,

(12) evaluations, and (13) credit records.

A. Credit records are considered personal information.
B. Social status, credit records, and disciplinary actions are considered personal information.
C. Credit records and disciplinary actions are considered personal information.
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Jkiia¥l g 45l cilbilas : Unit 2
: (SECURITY AND PRIVACY AUDITS) 4ua sadll 5 (na¥) (383 cilles |5

: (Privacy Auditing) 4xa gedll (385 3

: (Evaluation of a Privacy Framework) 4xa gaill jUa) s

: 0= (ultimately accountable) 4} & Js5ue (Board) 303Y) Gulae

.(identifying principal risks) A I lalaall pass 1

.(implementing controls) 4B )l Jaii g 2

(managing privacy risk) dxa sadll jhlias .3

GLEMm .(Establishing and monitoring a privacy framework) 4xa sadll Joc jUa) 48l ja g L) JAA (e JBal) oo e
. (adequacy) 4L s ol (internal audit activity) A3 (G800 bl o 6,

.(Management’s risk identification) 3_)a¥! yhalia nass 4

.(Controls that reduce those risks) halaall el e Jla Al 46 )l 5 2

2l Gl Ll ks Gl e 55N

.(evaluates the privacy framework) 4xa sadll ) anéi 1

.(identifies significant risks) dsgall Hhliall paaty 2

.(makes recommendations) Clua gill anaig 3

D Lyl Aalall gdal) Ll el

.(Laws, regulations, and practices in relevant jurisdictions) dlwall <3 4iladll Gilaliall 8 Gl jlaall 5 2l 6l g ¢l 5810 1
.(The advice of legal counsel) & Lt 3 ) pda 2

.(The security efforts of IT specialists) < slaall L 5l S5 5lad¥ 4aa¥) 3 el 3
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GLEIM:

Which of the following is part of the board’s role in protecting against privacy threats?

A. Establishing a privacy framework.

B. Identifying the information gathered by the organization that is deemed personal or private.

C. Identifying the methods used to collect information.

D. Determining whether the use of the information collected is in accordance with its intended use and the laws.

Answer (A) is correct.

The board is ultimately accountable for ensuring that the principal risks of the organization have been identified, and the
appropriate control processes have been implemented to mitigate those risks. This includes establishing the necessary privacy
framework for the organization and monitoring its implementation.

B. Identification of the information gathered by the organization that is deemed personal or private is a duty of the internal
auditors.
C. Identification of the collection methods used is a duty of the internal auditors.

D. Determining whether the use of the information collected is in accordance with its intended use and the laws is a duty of
the internal auditors.
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Juiia¥ g a8l cililas : Unit 2
: (SECURITY AND PRIVACY AUDITS) 4 saill g Y1 (3855 cililes |5
: (Privacy Auditing) 4xa gadll (3855 3
: (Evaluation of a Privacy Framework) 4xa gaill jUa) s
s ode I gl LLa 5 aaiay
.(Level of the organization’s privacy practices) dxhial dua padll Cilu jlas (5 i 1
.(Maturity of the organization’s privacy practices) 4elaiall fua padll Slu jlas iy 2
FUENKIEEF- I B PEURE R T
.(Facilitate the development and implementation of the privacy program) dxa sadll b 3 Mdiig ot Jigsi 1
.(Evaluate management’s privacy risk assessment) 5 a2 doa padll jlalia andl andi 2
.(Perform an assurance service regarding the effectiveness of the privacy framework)
.(assumption of responsibility may impair independence) JAiuY) Cariay a8 43 g josall Jasd 18 SlS xa g
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Jkiia¥l g 45l cilbilas : Unit 2
: (SECURITY AND PRIVACY AUDITS) 4ua sadll 5 (na¥) (383 cilles |5

: (Privacy Auditing) 4xa gadll (3855 3

: (Evaluation of a Privacy Framework) 4xa gaill jUa) s

: (internal auditor) JA3/al) g8aall sasy

.(Personal information gathered) lezea & Sl Apadlll il slaall |1

.(Collection methods) aesll 3k .2

as O yaaall 0 5l 5 gl 3 guaiall A2850Y) pa (381 5 il slaall alasind AS 1) .3
.(Whether use of the information is in accordance with its intended use and applicable law)

D Oe DS A graal | s

(Technical issues) 4l saY) 1

.(Legal issues) 4 silall , sa¥ly 2

) ARl 58l L iy

.(Knowledge) 4 =4l .1

.(Competence) 3\l 5 2

g

.(assess the Risks of the privacy framework) s sadll Joc jUal jlalia anii 1

.(assess the Controls of the privacy framework) dsa gpadll ) 46 ) andi 2

GLEM
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GLEIM:

When evaluating management of the organization’s privacy framework, the internal auditor considers

A. The applicable laws relating to privacy.

B. Conferring with in-house legal counsel.

C. Conferring with information technology specialists.

D. All of the answers are correct.

Answer (D) is correct.

In an evaluation of the privacy framework, the internal auditor considers the following:

- The various laws, regulations, and policies relating to privacy in the jurisdictions where the organization operates.

- Conferring with in-house legal counsel to determine the exact nature of laws, regulations, and other standards and practices
applicable to the organization and the countries where it operates.

- Conferring with information technology specialists to determine that information security and data protection controls are in
place and regularly reviewed and assessed for appropriateness.

- The level or maturity of privacy practices.

A. The internal auditor also considers conferring with in-house counsel and information technology specialists.

B. The internal auditor also considers the applicable laws, regulations, and policies relating to privacy and conferring with
information technology specialists.

C. The internal auditor also considers the applicable laws, regulations, and policies relating to privacy and conferring with in-
house legal counsel.
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUie¥) 5 a5kl cildes @ Unit 2

: (SECURITY AND PRIVACY AUDITS) 4ua sadll 5 (na¥) (383 cilles |5

: (Privacy Auditing) 4xa gadll (3855 3

: (Use of Personal Information in Performing Engagements) <l ¥ £13) A duadldl) cila glaal) aladiu

D e S VLAY g e sleall L o 55 8 aniil) Jiay

.(Privacy risks) dpa gadlly Glati Hhlia 1

.(Privacy threats) dua sadlly (3lafi Glaagty 2

Gl Cllee oL Lgaan ot il dpadldl) Ciy il il glae dplaa 8 Ll ) 0 galalall o giiaall 2 Uiag Ul

Afladll ALY SN (e a2l A (legal requirements) 431518 Clllaie & (Privacy controls) dua sasll oy g / 4008
Lgran J ol die dpaddl) Gl sleall aan oy Ledal (e 1) (il e Y1 pass ladaiall (e diliadll il gl (e apaedl Calka
D ) ol g8l oda lans

.(Using personal information) dsaiill cile saall aladinl 4

.(Disclosing personal information) 4xasdll Gl sladll e aiSll 5 2

DoY) Ledal e Lpman o N Ay (g AT al 2 Y

.(individual’s consent) 2_all J 58 / 4 50 .1

.(as required by law) ¢ s\l 4z, L &y 5 2

OS] dpas il bl dleald il ol g il 8 (lalil alaes (sl
calidu, Wadlad) 5 ol 68l sda  ukad
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUie¥) 5 a5kl cildes @ Unit 2

: (SECURITY AND PRIVACY AUDITS) 4ua sadll 5 (na¥) (383 cilles |5

: (Privacy Auditing) 4xa gedll (385 3

: (Use of Personal Information in Performing Engagements) <l ¥ £13) A duadldl) cila glaal) aladiu

. (Internal auditors) omlalall cpsadll Je cany

.(Understand all laws regarding the use of personal information) deaiill Cila daall aladinly Adlatall (il 8l asas agd |1
.(Comply with all laws regarding the use of personal information) Arxaiill cile saall aladiuly Adlatiall (il &) asead JUEaY1 2
LOsS @

.(inappropriate to access to personal information) dsasill Gla gleall ) J goa sl 2 & (0 1

[(illegal to access to personal information) dsasill ilaslaall Y Jsa sl Ssldll ye 5 2

:

.(Retrieve) Wl yiul 1

.(Review) giza) 3 5l .2

.(Manipulate) L c=3 5 3

.(Conducting certain engagements) 4usa Calsi )l ¢l ja) b lealadinl o 4

il glaall 538 Agleal 4y g juia (procedures) <Clel oyl (S5 2a8 i il Al gl ) Jseadll (e ‘“A'A\J\ el (&40 1)

.88} gall amy * (engagement records) Lol yY) Ol s daad Al il el ooty é\ﬂ\ (Al ash Y 28 i Jow e
.. (legal counsel) @ HLiiual (1 (advice) 3 sdall JAAIA) 38aall llay 43

Ao dll Ala glaall ) Jsea gl Jga Al < jela 13) gl Jleef ey J8 ellh g
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUie¥) 5 a5kl cildes @ Unit 2

: (SECURITY AND PRIVACY AUDITS) 4ua sadll 5 (na¥) (383 cilles |5

: (Privacy Auditing) 4xa gedll (385 3

: (Use of Personal Information in Performing Engagements) <l ¥ £13) A duadldl) cila glaal) aladiu

8 Ayl Gl glaall 4als 5 (Security of personal information) 4saiill Gl sl=all ¢l (Privacy engagements) 4ua guaddl cidals 5 J sl
laxdl) et 5 aalill S d ik A (Healthcare information) dusall Al 1 cilaglaa oo @l e JUia | 5 gaeSI) dalal
G RN
.(Comply with governmental statutory mandates) 4 slall 4 Sall ey gaill JULaY) |1
.(Comply with governmental regulatory mandates) s sl 4 sSall =80 M JEY) 2
D= Ol O o o 58,
.(Consult the organization’s legal counsel) 4w sall o glall LTl 3 L5 1
A slhaal) l sl 35 5 aaanad o Gal g anal) ) llliall § 30 &2

.(Communicate the requirements to those responsible for designing and implementing the required safeguards)
Al 8 ity JEY) o 5 Cileglaall alad 8 As o clillaial) o ¢ salalall ¢ giaall aasy
s IS O daad Bl Gl slaall Aglaa
.(Unauthorized intrusion) 4 7 padll e Jikill 1
(Misuse) plaaiuwy) selu) 5 2
A g maal)l Jpa gl Ga agaal cpdll il Jd a
;2 zleddl ) Aalsl as (Privacy is balanced) dxa sadldl 45 ) 50 o5
.(Appropriate availability) il i gl _1

.(Prompt availability) aaadl 8 gl g

.Oe J;.u.mﬂ W\ Q_ILAM
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUie¥) 5 a5kl cildes @ Unit 2

: (SECURITY AND PRIVACY AUDITS) 4ua sadll 5 (na¥) (383 cilles |5

: (Privacy Auditing) 4xa gedll (385 3

: (Use of Personal Information in Performing Engagements) <l ¥ £13) A duadldl) cila glaal) aladiu

: 1 JliU (organization documents) 4abiiall (3lig aads o) cany
(privacy) 4xasaill 1
.(other legal requirements) s_AY) 4 silall cilillaiall g 2
.(Benefits of the security arrangements should exceed the costs) «adlill da¥) bl V) il g8 gl o cany
Al e glaall Y Cilangill Aalleal 44 45 Hla (encryption) wsdil) sy JUa) Jass e
Bl llaall Ll dee Sl ST (access controls) Js—a sl 4 ) Jia . s Al Gkl o <6
co= Cslaal o ssadl s gl o ulalall sl agaa (e B aball CLESIAY) D pae allati ;ABadk
.(maintain the confidentiality of private information) Zalall Cila glaall 43 yu Ao Laléal)
_(Rule of Conduct 31) "(—;@_'i\_};\} glal i lnle J paall o ‘;ﬁ\ e glaal) dlas eh@\ ‘_g DAl oy galafall o ga8aal) Pt Qi "
"ialaiall LEMAYI 5 de g piiall CalaalL 3 jla ol o il Adlla () 6S5 A8y sl ol Apadid CanlSa (ol sl il slaad) aladin) uliall GuEaall 5 ey Y
.(Rule of Conduct 3.2)
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CIA

PART 2

Practice of Internal Auditing

UNIT 2
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Accounting with ahmed samir

@ www.accountingwithahmedsamir.com €) TWITTER.COM/AHMEDSAMIR6061 & WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV
ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII
ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit [l

ASSURANCE AND COMPLIANCE ENGAGEMENTS

QUALITY
AUDITING
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JiaY) g aslil) cillas : Unit 2
: (QUALITY AUDITING) 33l (385 4
: (Quality Auditing) 325 (855 1

: ok (provide assurance) 28U b g & Jalall dail) Jalas o0 Jiady
(Approved quality structures are in place) 33 s> s« saaizall 33 521l JSLa 1
.(Quality processes are functioning as intended) 253l saill e Jaad 83 all Slilae (o) 5,2

: o5 (Internal audit activity) (30l (@8l LU il g g (o8 oda o JaaY
.(Audit committee) Gdaill 4aal 1
.(Production manager) zuY) nia 2
GLElM .(Chief audit executive) G8xll sxall Lun )l 3
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GLEIM:

Providing assurance that the approved quality structures are in place is the responsibility of the

A. Audit committee.

B. Production manager.

C. Internal audit activity.

D. Chief audit executive.

Answer (C) is correct.

The internal audit activity’s role is to provide assurance that the approved quality structures are in place and quality processes
are functioning as intended.

A. The audit committee is an operating committee made up of members of the board and charged with oversight of financial
reporting and disclosure for the organization. The audit committee does not provide assurance.

B. The management of quality is not limited to the production manager, quality management staff, engineers, production
personnel, etc. The production manager does not provide assurance.

D. The CAE is responsible for effectively managing the internal audit activity in accordance with the internal audit charter and
the mandatory elements of the International Professional Practices Framework. It is not the CAE’s role to provide assurance.
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiie¥) s 15Ul cililes : Unit 2

: (QUALITY AUDITING) 33l (385 4

: (Traditional vs. Modern Views of Quality) 32 gall 4haal) Jil8a 4,08t B3 Glgag 2
bl B Yl claiid) Glas) e (Traditional view of quality) 33sadl dpanlast) 3 ail) <
Coda haill dga y Criaual

.(Rejection of defective goods) dusall ailiaill yé 5 1

.(Reworking of defective goods) duzall il delua sile) 2

s Sllaall aiea A 03l ja) Al (Value-added activity) 4dlias dad o3 LLis a 33520l o 8 (Modern view of quality) 32gall dhaal) il L

.(From product design) il sl (1 -

.(To raw materials acquisition and final inspection) sl sasdll s Aall ol sall e J gasll ) -
2l Zly Lad a5 (organization’s business processes) A sall 4 il Clilead) aan () Kyl iy
.(Total Quality Management - TQM) aLalill 33 sall 5 50Y (ula¥) & 33l ) 5 dail) o34
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiiayl s aslill cililas 1 Unit 2
: (QUALITY AUDITING) 33l (385 4
: Total Quality Management (TQM) 4Ll 33 5ad) 5 413) .3

© & (TQM) ALaladl 32 52l 5 10 258 o) Sy

‘. TQM'’s primary focus is not Profitability .(Increase revenues significantly) _uS JS& &lal Y sal )y 1

TQM'’s primary focus is not Cost reduction .(Decrease costs significantly) xS JS& cadlall Jlsig 2

5_mS dad Canai 28 (quality function) s2sall Aaks s sla Lad (internal audit activity’s services) A3l (gdall bl clead i b
definition of internal ) A3/l G851l Ca 123 (e ¢ 3> 58 (improvement of operations) Cldeal) (st 481 1l 4 (add substantial value)
.(auditing

: (multiple perspectives) 32axie Ll 5 5 (e 53 sadl 435 5 Juadl) (1

. (Attributes of the product) zitell Glaw (1

.(Performance) ¢2¥! .1

.(Serviceability) 4eall 4ulSa) 5 2

Ay W . (Durability) 4Gl 5 €3

.(Customer satisfaction) s>l La ) (2

.(Conformity with manufacturing specifications) gl Ciliial g aa (38 6l (3

.(Quality and price ) 533 a1l (u 483all) Value 4wl (4
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JiaY) g aslil) cillas : Unit 2
: (QUALITY AUDITING) 33l (385 4

leadl) s clatiall ALLEN 53 gal) e 58 i : Total Quality Management (TQM) 4Ll 33 5ad) 5 413) .3
Focusing on the total quality of products and services .(comprehensive approach) Jsli z¢i A (TQM) ALLall 32 gall 5 1)

sl gl ZLY) e Al J8 Y Al dpandats dids S 33 gl o) 5 and) ae Jalatiy 4

A g 4SSyl o HBT ) S5 Cpandliall Sy W Y i) yinl Ol 4l LS

IR e Apaphasil) AV Gl g (e Gila JS 8 (continuous pursuit of quality) 32sall il 2udl & (TQM) Alelil) 33 2l 3 10
.(A philosophy of doing it right the first time) S s¥) 5yl & e S el alal) Aauds

.(Employee training and empowerment) aeiSai y (paha gall cu yai |

.(Promotion of teamwork) eleall Jaall 3 325

.(Improvement of processes) <llaall st

.(Attention to satisfaction of internal and external customers) ous Al 5 Gulalall ¢Slaall clia sl slaiay)

A ON -
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiiayl s aslill cililas 1 Unit 2
: (QUALITY AUDITING) 33l (385 4
: Total Quality Management (TQM) 4Ll 33 5ad) 5 413) .3

L e (TQM) ALl 33 gl 3 la) S 53

.(Supplier’s relationship with the customer) Juwall 2 gall 483 1

.(Identifies customer needs) ¢aall Cilaldal 22ty 2

Ll o Adaid) Jals o) g AT (sl 13 500 o) Sae e iy 8 5 6< Ledilee & (add JS o gl & 35 WS

" 2 (TQM) ALl 3352l 5)a) T 13K

.(External customer requirements) ma JAl e Slaall cilillaia 1

.(Identifies internal customer-supplier relationships and requirements) 3_sall 5 Jaaad) (Aol cibllaiall g CilEMall 22a5 5 2
.(Establishes requirements for external suppliers) cma JAY () sall Clllaidl) aaa5y |3
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiiayl s aslill cililas 1 Unit 2
: (QUALITY AUDITING) 33l (385 4
: Total Quality Management (TQM) 4Ll 33 5ad) 5 413) .3

C Lo sagall sl i Y
Claaall g cilaiiall 3353 (e Al g el dadaiall pliac apan Jaay .(Quality management staff) sasall 3 )3 ik ga .1
All members of the organization assume responsibility for the quality of the products and services _(Enginee rs) wq.}@_d\j 2

(constant management supervision) i (5l <l ) cad el ) CJ\ ¢ (Production personnel) Gm}“ GA‘LJ‘U 3
7ol 0 Gl LU 5 Ryl (s st e (TQM) ALLEN 33 5al) 5 la) (3lai ) lailly
.(Role of the internal auditors is to evaluate the entire quality function) LelaSh 53 sall ddida 5 anii sa Glalall cpaall ) g
: 1 (well qualified) s da e Jalall g8l Ll
.(perform risk assessments) rhliall cilawsi ¢ ja) 1
.(promote continuous improvement of controls) 4B U jaiuall Guuadll 3 jaiy 2
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GLEIM:

Which of the following statements about TQM is false?

A. This approach can increase revenues and decrease costs significantly.

B. TQM is a comprehensive approach to quality.

C. TQM begins with internal suppliers’ requirements.

D. TQM concepts are applicable to the operations of the internal audit activity itself.

Answer (C) is correct.

The emergence of the total quality management (TQM) concept is one of the most significant developments in recent years
because this approach can increase revenues and decrease costs significantly. TQM is a comprehensive approach to quality. It
treats the pursuit of quality as a basic organizational function that is as important as production or marketing. TQM
emphasizes the supplier’s relationship with the customer. Thus, TQM begins with external customer requirements, identifies
internal customer-supplier relationships and requirements, and establishes requirements for external suppliers. TQM concepts
also are applicable to the operations of the internal audit activity itself. For example, periodic internal assessments of those
operations may include benchmarking of the internal audit activity’s practices and performance metrics against relevant best
practices of the internal audit profession.

A.TQM can increase revenues and decrease costs significantly.

B.TQM is a comprehensive approach to quality.
D.TQM is a comprehensive approach to quality.

~
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GLEIM:

TQM is the continuous pursuit of quality in every aspect of organizational activities through a number of goals.
Which of the following is not one of those goals?

A. A philosophy of doing it right the first time.

B. Promotion of individual work.

C. Employee training and empowerment.

D. Improvement of processes.

Answer (B) is correct.

TQM is the continuous pursuit of quality in every aspect of organizational activities through
(1) a philosophy of doing it right the first time,

(2) employee training and empowerment,

(3) promotion of teamwork,

(4) improvement of processes, and

(5) attention to satisfaction of customers, both internal and external.

~
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GLEIM:

Fact Pattern: The management and employees of a large household goods moving company decided to adopt total quality
management (TQM) and continuous improvement (Cl). The company believes that if it became nationally known as adhering
to TQM and ClI, one result would be an increase in the company’s profits and market share.

The primary reason for adopting TQM was to achieve

A. Greater customer satisfaction.

B. Reduced delivery time.

C. Reduced delivery charges.

D. Greater employee participation.

Answer (A) is correct.

TQM is an integrated system that anticipates, meets, and exceeds customers’ needs, wants, and expectations.

B. Reduced delivery time is one of many potential activities that need improvement

C. Reduced delivery charges is one of many potential activities that need improvement.

D. Increased employee participation is necessary to achieve TQM, but it is not the primary purpose for establishing the
program.

~
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GLEIM:

Under a total quality management (TQM) approach,

A. Measurement occurs throughout the process, and errors are caught and corrected at the source.

B. Quality control is performed by highly trained inspectors at the end of the production process.

C. Upper management assumes the primary responsibility for the quality of the products and services.

D. A large number of suppliers are used in order to obtain the lowest possible prices.

Answer (A) is correct.

Total quality management emphasizes quality as a basic organizational function. TQM is the continuous pursuit of quality in
every aspect of organizational activities. One of the basic tenets of TQM is doing it right the first time. Thus, errors should be
caught and corrected at the source.

B. Total quality management emphasizes discovering errors throughout the process, not inspection of finished goods.

C. All members of the organization assume responsibility for the quality of the products and services.
D. The total quality management philosophy recommends limiting the number of suppliers to create a strong relationship.

~
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GLEIM:

Focusing on customers, promoting innovation, learning new philosophies, driving out fear, and providing extensive training are
all elements of a major change in organizations. These elements are aimed primarily at

A. Copying leading organizations to better compete with them.

B. Focusing on the total quality of products and services.

C. Being efficient and effective at the same time, in order to indirectly affect profits.

D. Managing costs of products and services better, in order to become the low-cost provider.

Answer (B) is correct.

TQM is a comprehensive approach to quality. It treats the pursuit of quality as a basic organizational function that is as
important as production or marketing. TQM is the continuous pursuit of quality in every aspect of organizational activities
through (1) a philosophy of doing it right the first time; (2) employee training and empowerment; (3) promotion of teamwork;
(4) improvement of processes; and (5) attention to satisfaction of customers, both internal and external. TQM emphasizes the
supplier’s relationship with the customer, identifies customer needs, and recognizes that everyone in a process is at some time
a customer or supplier of someone else, either inside or outside of the organization.

A. Competitive benchmarking is just one tool for implementing TQM.
C. TQM'’s primary focus is not profitability.
D. TQM'’s primary focus is not cost reduction.

~
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GLEIM:

Total quality management (TQM) in a manufacturing environment is best exemplified by

A. ldentifying and reworking production defects before sale.

B. Designing the product to minimize defects.

C. Performing inspections to isolate defects as early as possible.

D. Making machine adjustments periodically to reduce defects.

Answer (B) is correct.

Total quality management emphasizes quality as a basic organizational function. TQM is the continuous pursuit of quality in
every aspect of organizational activities. One of the basic tenets of TQM is doing it right the first time. Thus, errors should be
caught and corrected at the source, and quality should be built in (designed in) from the start.

A. TQM emphasizes prevention, not rework. The approach of TQM is to build in and design in quality, not to “fix it in” or
“inspectitin.”

C. TQM emphasizes prevention, not inspection. The approach of TQM is to build in and design in quality, not to “fix it in” or
“inspect it in.”

D. TQM emphasizes prevention, not adjustment. The approach of TQM is to build in and design in quality, not to “fix it in” or
“inspect it in.”

~

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

GLEIM:

The organization is evaluating whether it should implement total quality management (TQM).

Which of the following would least likely be a supporting factor for its decision?

A. Quality of the product is of paramount consideration for management.

B. The improvement of quality will be achieved mainly through the reworking of defective goods.

C. The supplier’s relationship with the customer will be emphasized.

D. The organization strives for continuous quality improvement and innovation in products and services.

Answer (B) is correct.

The traditional view of quality focuses on the detection of defective or rejected products. TQM 1) focuses its attention on
satisfying both internal and external customers, 2) believes that quality is a value-added activity performed throughout all
processes, and 3) is the continuous pursuit of quality in every aspect of organizational activities. Therefore, improving quality
mainly through the reworking of defective goods demonstrates the traditional view of quality, and therefore is not a
supporting factor for TQM.

A. The modern view of TQM is that quality is a value-added activity performed throughout all TQM processes. It treats the
pursuit of quality as a basic organizational function that is as important as production or marketing. Therefore, “quality of the
product is of paramount consideration for management” would be a supporting factor for TQM.

C. TQM emphasizes the supplier’s relationship with the customer and identifies customer needs. It also recognizes that
everyone in a process is at some time a customer or supplier of someone else, either inside or outside of the organization.
Therefore, “the supplier’s relationship with the customer will be emphasized” would be a supporting factor for TQM.

D. TQM is the continuous pursuit of quality in every aspect of organizational activities. Therefore, “the organization strives for
continuous quality improvement and innovation in products and services” would be a supporting factor for TQM.
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PART 2

Practice of Internal Auditing

UNIT 2
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Accounting with ahmed samir
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Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV
ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII
ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit [l

ASSURANCE AND COMPLIANCE ENGAGEMENTS

AUDITS OF
THIRD PARTIES
AND CONTRACT
AUDITING
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Understanding the organization

Assessing risks and controls

Perform Audit Procedures

Reporting

Monitoring progress
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GLEIM:

Which of the following best describes a function of contract auditing?

A. Reviewing the adequacy and effectiveness of the controls over hazardous waste.
B. Determining whether the business justification for a major transaction is valid.
C. Addressing the security of personal information.

D. Monitoring and evaluating significant construction contracts.

Answer (D) is correct.

Contract audits monitor and evaluate significant construction contracts and operating contracts that involve the provision of
services. The usual arrangements are

(1) lump-sum (fixed-price),

(2) cost-plus, and

(3) unit-price contracts.

A. Environmental audits review the adequacy and effectiveness of the controls over hazardous waste.

B. Due diligence audits determine whether the business justification for a major transaction is valid.
C. Privacy audits address the security of personal information.

~
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GLEIM:

An internal auditor is conducting an audit of a contract to build a new branch office. The auditor should consider whether the
1) Materials used in construction meet specified contractual standards.

2) Contractor has established a fraud hotline.

3) Construction is on schedule.

A.1 and 2 only.

B.1 and 3 only.

C.2 and 3 only.

D.1, 2, and 3.

Answer (B) is correct.

The purpose of a contract audit is to determine whether the contractor is performing as specified in the contract. Whether the
contractor has a fraud hotline is of no concern to the entity and is beyond the scope of a contract audit.

A. Whether the entity has a fraud hotline is not the contractor’s responsibility. Whether the construction is on schedule,
however, is the contractor’s responsibility.

C. Whether the entity has a fraud hotline is not the contractor’s responsibility. Whether the materials used in construction
meet specified contractual standards is the contractor’s responsibility.

D. Whether the contractor has a fraud hotline is of no concern to the entity.
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GLEIM:

A company would like to contract for janitorial services for 1 year with 4 option years. The specifications require the potential
contractor to perform certain cleaning services at specified intervals. Which of the following is the best contract type for this
requirement?

A. Cost-reimbursable.

B. Indefinite delivery.

C. Fixed-price.

D. Time-and-materials.

Answer (C) is correct.

Fixed-price contracts are used when the requirements are well-defined, uncertainties can be identified and costs estimated,
and there is adequate competition.

A. Cost-reimbursable contracts are used when the requirements are complex and costs cannot be easily identified and
estimated.

B. Indefinite delivery contracts are used only when the supplies and/or service of future deliveries are not known at the time
of contract award.

D. Time-and-materials contracts are used when it is not possible at the time of placing the contract to estimate accurately the
duration of the work.

~
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GLEIM:

Which of the following does the internal auditor of a contracting company not have to review as thoroughly in a lump-sum
contract?

A. Progressive payments.

B. Adjustments to labor costs.

C. Work completed in accordance with the contract.

D. Incentives associated with the contract.

Answer (C) is correct.

The internal auditor usually has little to evaluate when the work is performed in accordance with the contract. Further, the
internal auditor may lack the technical expertise to know if the contract is being completed according to the terms.

A. The internal auditor should ensure that the contractor is receiving payment to meet expenses and complete the contract.
B. Adjustments to labor cost may change the profitability of the contract and are of great importance to the internal auditor.
D. Incentives such as a bonus for early completion affect the overall profitability of the contract and are frequently reviewed
by the internal auditor.
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GLEIM:

In reviewing a cost-plus construction contract for a new catalog showroom, the internal auditor should be cognizant of the risk
that

A. The contractor could be charging for the use of equipment not used in the construction.

B. Income taxes related to construction equipment depreciation may have been calculated erroneously.

C. Contractor cash budgets could have been inappropriately compiled.

D. Payroll taxes may have been inappropriately omitted from billings.

Answer (A) is correct.

Under a cost-plus contract, the contractor receives a sum equal to cost plus a fixed amount or a percentage of cost. The
disadvantages of this arrangement are that the contractor’s incentive for controlling costs is reduced and the opportunity to
overstate costs is created. Consequently, internal auditors should be involved in monitoring economy and efficiency not only
during the earliest phases of construction but also from the outset of the planning process.

B. Income tax provisions related to depreciation charges are not a risk; only those charges incurred under the terms of the
contract constitute a risk.

C. Budgets inappropriately prepared do not affect contract costs and therefore do not constitute a risk

D. The omission of taxes does not involve a risk of contract overcharges or inadequacies in construction. Possible delays in
payment or underpayments from the omission are of less concern.
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GLEIM:

No incentive for efficiency or economy may exist in a cost-plus construction contract for small, unique projects. The potential
exists for inflated costs. An appropriate control to encourage efficiency and economy in these contracts is

A. Elimination of change orders to the contract.

B. Provision for maximum costs and sharing any savings.

C. Use of an agreed-upon price for each unit of work.

D. A checklist approach to the review of contract costs.

Answer (B) is correct.

Under a cost-plus contract, the contractor receives a sum equal to cost plus a fixed amount or a percentage of cost. This
arrangement has the benefit to the contractor of allowing for the effects of events that cannot be specifically anticipated. The
disadvantages are that the contractor’s incentive for controlling costs is reduced and the opportunity to overstate costs is
created. Consequently, the contract should include a provision for maximum costs and sharing of any savings. The contractor
will be encouraged to be efficient.

A. Elimination of all change orders is unreasonable.
C. The use of an agreed-upon price for each unit of work constitutes a unit-price contract, not a cost-plus contract.
D. A checklist approach to the review of contracts results in sterile reviews.
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GLEIM:

In reviewing a unit-price construction contract for a new catalog showroom, the internal auditor should be cognizant of the
risk that

A. The contractor could be charging for the use of equipment not used in the construction.

B. Income taxes related to construction equipment depreciation may have been calculated erroneously.

C. The man-hours used to complete the project are overstated.

D. Payroll taxes may have been inappropriately omitted from billings.

Answer (C) is correct.

Under unit-price contracts, the price of the project is determined using a measure of work. The disadvantage of this
arrangement is that the contractor may be tempted to overstate the measure of work used to compute the cost of the project.
In this case, the measure of work could be man-hours needed to complete the project. Consequently, internal auditors should
be involved in monitoring economy and efficiency not only during the earliest phases of construction but also from the
beginning of the planning process.

A. The risk of charging for the use of equipment not used in the construction arises in a cost-plus contract. The contractor
receives a sum equal to cost plus a fixed amount or a percentage of cost.

B. Income tax provisions related to depreciation charges are not a risk; only those charges incurred under the terms of the
contract constitute a risk.

D. The omission of taxes does not involve a risk of contract overcharges or inadequacies in construction. Possible delays in
payment or underpayments from the omission are of less concern.
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GLEIM:

Which of the following is the most important provision for an internal auditor to recommend for inclusion in a contract for the
purchase of a business application system from a small start-up company?

A. Source code escrow clause.

B. Limitation-of-liabilities clause.

C. Copyright clause.

D. Right-to-audit clause.

Answer (A) is correct.

A source code escrow clause requires the application source code to be held in escrow by a trusted third party. The third party
releases the source code to the purchaser, or licensee, on the occurrence of an event, or events, specified in the clause.

B. A limitation-of-liabilities clause is likely to be an inclusion by the seller, not the purchaser.

C. A copyright clause is likely to be an inclusion by the seller, not the purchaser.

D. Although an internal auditor might recommend a right-to-audit clause in the context of an external business relationship
(EBR) agreement, such a clause is not applicable in the context of a one-time purchase transaction.
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CIA

PART 2

Practice of Internal Auditing

UNIT 2
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Accounting with ahmed samir
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Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV
ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII
ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit [l

ASSURANCE AND COMPLIANCE ENGAGEMENTS

RISK AND
CONTROL SELF-
ASSESSMENT
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiie¥) s 15Ul cililes : Unit 2

: (RISK AND CONTROL SELF-ASSESSMENT) (/01 anil) A& 448 1) g jlalial) 2

(Risk and Control Self-Assessment) 46 )l 5 jhlsall Sl apiill Lagf aws 1 (Control Self-Assessment - CSA) 484 514 andil) 1
Do NG5S

(Managers) cnall 1

(Auditors) cuzal 5.2

T Gl alasin) A (interest) dalaas

.(improve the assessment of risk management and control processes) 4 )l Cllae 5 jlalaall 3 13 andi sl (1)
.(identify ways to improve their effectiveness) Lidlzd (st 3k pas 4 (2)

Akl eladl aren 84008 ) 5 Lladl (awareness) = sV (s (CSA) 40 1Al il 3y 5

.(Risk assessment) hliall andi 1

.(Business processes) 4 tadll Clilaall 5 2

.(Internal controls) 4dalall 4,6 )l 5 3

I (Exclusive concerns) 4 sas claldial Ll e

.(Senior management) Ll=ll 3,121 1

.(Internal audit activity) A3/ @axl Llisg 2

(Cllent personnel) s3teall (1o (il sa (CSA) 48,1 SIA apiil) Cpaccaii SlI3 (e Yy

ey ks for their input) aeidlaa dlai 1
2500 ol all andll JAs (g (pidh ga J (as
[ s o -(gives them a sense of participation) 4S Ll Wilua) agaiaiy 2

@a&d\ syl 32l )y ) ALY 434}:)3\_1 \)JY\ 3Ly A Ja LY udadl) e (p05|t|ve effect) ) il L paals gl AS L
LOals gal) e Jadll 290 e ‘_;LJLI) (two-way communication) o3 AU Vil Cnals gall ALY A4S HLial) ety Slld e 3 9dle

GLEM
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GLEIM:

Control self-assessment is a process that involves employees in assessing the adequacy of controls and identifying
opportunities for improvement within an organization. Which of the following are reasons to involve employees in this
process?

1. Employees become more motivated to do their jobs right.

2. Employees are objective about their jobs.

3. Employees can provide an independent assessment of internal controls.

4. Managers want feedback from their employees.

A.1and 2.

B.3 and 4.

C.1and 4.

D.2 and 4.

Answer (C) is correct.

Participation by employees has a positive effect on motivation because it tends to increase commitment to the job and results
in greater personal satisfaction. Moreover, full employee participation requires two-way communication and therefore
encourages feedback from employees.

A. Employees often lack the perspective required to be objective about their jobs or performance.

B. Although employees can be involved in assessing internal controls, their assessments are not independent.

D. Employees often lack the perspective required to be objective about their jobs or performance.
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiia¥! s 4l cililes 1 Unit 2
: (RISK AND CONTROL SELF-ASSESSMENT) (/01 anil) A& 448 1) g jlalial) 2
(Risk and Control Self-Assessment) 4 1l 5 llaall Il aviill Loail v s 1 (Control Self-Assessment - CSA) 4 Ul 13 andil) 1

.. Ol s (CSA) 46,0 31AN aviill 3 (basic philosophy) sy 4.l
| .(Control is the responsibility of everyone in the organization) dakidl & 3 % S 3 s 5ua & 46 )

.' I | VISR (JPRCVTS RN (Y leall paiza Al alaEY) e callad
Rossnpal gilh sa gpan o Ly g S £ (-p|:0(-:essh) el s 05 u;u? i 1
All company employees participate .(assessments of Risks in their process) aeibilec A il |

.(assessments of Controls in their process) a¢iblec & 48 )l Glanst 2
. (CIA candidates) cpiaine Galals Guiae 1536 (1 sad el agdy o any
.(The objectives of CSA) 4E )l 1Al syl Calaal 1

.(Its advantages to an organization) dxkid laly 3 .2

.(Limitations) 254l .3
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiie¥l g asiill cililas : Unit 2

: (RISK AND CONTROL SELF-ASSESSMENT) (5131} axidill 8 448 ) 9 jlalial) 2

: (Elements of CSA) 48,1 1A andil) jalic 2

palic 54Ul jaliall e (typical CSA process) 4uad saill 44 HI 1Al apil) dplee Jaids

.(Front-end planning and preliminary audit work) 4 s¥) dzal jall Jleeis A 5Y1 hayladiill (1

. (facilitation seating arrangement) 5_ue Gluls Ll )l ety b sale 5 (In-person meeting) (edd glaial (2
.(U-shaped table) U —_~ J& e A4l 1

.(Meeting facilitator) &lia¥l yunay .2

: ) (Management & Staff) (uila sall 53 51a¥) sl .. (Process owners) 4lesll ilaal aa () oS jLill

.(are involved with the particular issues under examination) &l A8 sadsall Ladlly (pins 1

.(know them best) Juadl (S g 58 2y 2

.(are critical to the implementation of appropriate process controls) 4slezll dauliall 4308 HI) 3d5) 4y yg pa 3

O Adliae il gise Jiad I Jandl (38 (e Sl slaall aani (Facilitated team workshops) 3 sl Aslaad) Jand) (g
SR GES 8k ga J8 el Jenll J (e Le) @ bl arni (Say Al 1 5l Jaall 52m

s]
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:st W (Categories of workshops) Jeadl ()5 lié Jaids 1 JIA
Jendl Coaa 3aaail 43,k Juadl e S 53 (Objective-based workshops) 4 g sall Jand) Gy g @
D) 2aa 25 Gl dandieal) 4408 1) (3 8l aaas
.(residual risks) 4sia ylalaa 1
.(unmitigated risks) 4iia e hlaa 2
.(determine if the controls are working effectively) Jé JS& Jaat 408 )l il 13) Le maa3 g8 aagll
i) (giaad jllae aaat e S i (Risk-based workshops) shlaall e daildl) Jaall (g e
LAl o3a (e il Auubie AN il 13 Lo aaad o3 Ll (50 Jnd 3 3l sall 51 LAl 5 all aaa
A IS A0 4 ) Jee 488 e K 55 (Control-based workshops) 4@ 1 e Aaildll Jaad) (i e
D oe S L oS L) s L (facilitator) wall dasy medll 12 b
.(Controls) 4@l 1
(Key risks) 4wt )l Hlalaall 2
Ler Jaxi ol oY) (s 53 Al A3y Hhally Jaad 08 1 CilS 1Y) Lo s s Cagdl
.(determine if the controls are working the way management intends for them to work)
O Alile 0 5S La sl s dlee jualic JSG5 Al 3 jlaall dadsY) e X 55 (Process-based workshops) cilaland) e daildl) Jaad) (&g o
el sk gl o)Al 8 ddliasd) G ghadll Jie | Al s Al ae Alall cld ddaisY)
.(analyze, revise, or verify the effectiveness of a particular process) duse dglac 4dlad (po (3ol 5l daal yo o Jidad g8 Caagll
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JiaY) g aslil) cillas : Unit 2

: (RISK AND CONTROL SELF-ASSESSMENT) (/01 anil) A& 448 1) g jlalial) 2

: (Elements of CSA) 48,1 1A andil) jalic 2

palic 54Ul jaliall e (typical CSA process) 4uad saill 44 HI 1Al apil) dplee Jaids

D DA (e Ao ganall 30LE) juuall 4eaiivg (structured agenda) ahie Jleel Jsoa (3

.(Examination of the process’s risks) Adesll jhlis jasd 1

.(Examination of the process’s controls) 4deall 48 ) asd 2

Ay pal) Ll maes Aallaa (e U (S jLiall (Say Cumy 3503 5l 1 d0ma dee ) e Jlee V) Jsan aainy (il e 1S 8
Lo gasalll S a8

.(Controls) 4611 1

(Risks) hkladl 5 2

.(Framework) des k) 5 .3

.(developed for that project) & s riall 13¢d oy skt o3
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JiaY) g aslil) cillas : Unit 2

: (RISK AND CONTROL SELF-ASSESSMENT) (/01 anil) A& 448 1) g jlalial) 2

: (Elements of CSA) 48,1 1A andil) jalic 2

palic 54Ul jaliall e (typical CSA process) 4uad saill 44 HI 1Al apil) dplee Jaids

: 2aY (Presence of a scribe) «ilS s s s &l jLall aal (4

.(Online transcription of the session) dudall < Y| e 438 1

.(Electronic voting technology) s ASIY) Cu geaill L ol 5155 2

.(Participants to state their perceptions of the issues anonymously) e ss (e iSH 5 g0 Llasll aghl ) gal e jadll e (S LAl (Sl
.(Reporting and the development of action plans) Jexll e aa g5 & dlae) (5

: S axiill (workshop-facilitation approach) desdl 4 )5 i zgs Bale (CSA) 41 1Al apiil) andiis Sl G
.(Structured) oLl .1

.(Documented) @il 5.2

.(Repetitive) LSl .3

A0 5 phlaally Gl Lad (aila gal) sliainly i o g8 (2) medll e iy o)) any Ml

ANl gla g Cpaall 4G a8 W) 13 058 O il o e ) 8 aua
keep in mind that the assessment will be only as good as the evaluators’ transparency and commitment levels make it
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JiaY) g aslil) cillas : Unit 2
: (RISK AND CONTROL SELF-ASSESSMENT) (/01 anil) A& 448 1) g jlalial) 2
: (Responsibilities) <\l gswal) .3

. e (oversee) < &Y (Senior management) Llall 3 laY) e g

.(Establishment) <L) .1

.(Administration) &_la 5 .2

.(Evaluation) a5 .3

.(processes of risk management and control) 41l 5 Hhlaall 3 la) cildee

. (Operating managers) Juiill (5 pie Gl g e Jads

.(assessment of the Risks in their units) a¢ilas 5 A Hhliall andi 1

.(assessment of the Controls in their units) peilas 5 & Q8 ) andi 2

s Jss aSlll (e & gliie il o (Internal and external auditors) Osas Al s o salalall o s@adll i)
.(Effectiveness of the risk management processes of the organization) dedaiall & Hhlaall 3 )y Gllee dalld 1
.(Effectiveness of the control processes of the organization) dakaidl & 46 )l Gllee 4llad 2
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiia¥l s aslill clilas 1 Unit 2
: (RISK AND CONTROL SELF-ASSESSMENT) (/01 anil) A& 448 1) g jlalial) 2
: (How Internal Auditors Use CSA) 481 3031 anil) zeal j sadilal) ¢y g8aal) ariiey (iS4

; (Sas )5S (CSA programs) 40 S sl el » A (Internal auditing’s investment) (Aalall 38350 jlaiial ¢ Sy o8
.(sponsor, design, implement, and own the process) aueal) A3l 5 285 § araai g dole (1)

.(conduct the training) <l &) 52 (2)

.(supply the facilitators, scribes, and reporters) Culul ol g 435S 5 posall 58 53 (3)

.(coordinate the participation of management and work teams) Jexll (3 55 ,la¥1 4S jLia auii (4)

;S L Jalal) 38T Jasy 38 5 AN ciladaial b oSl

(interested party) aiees <8k .1

.(consultant for the whole process) ey dleall Lty 2

.(ultimate verifier of the evaluations produced by the teams) 3l Lt Al Cilendill Ales (381085 .3

: (CAE) Gaill (sadsill L )l | 40 8l Jaall (3 )5 &Y slaa g (CSA) 4B Il sl eald (84S HLiial) (5 siusa 3Ly ) e
.(monitors the objectivity of the internal audit staff) sl G8x3l) _als g0 dac a9 408 0 1

takes steps to manage that objectivity (if necessary) (se¥! a3 131) e s sall @lli 3 HlaY < sha 225 2

ASalY) e o) % Y (bias or partiality) sbsall sl il of (e U (increase internal audit testing) Aalalall daal jall <l sl 33l ) .3
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiie¥) s astill cibiles 1 Unit 2
: (RISK AND CONTROL SELF-ASSESSMENT) (5131} axidill 8 448 ) 9 jlalial) 2
: (How Internal Auditors Use CSA) 4@ 1 (A1) andil) gal s & gaddiall ¢ g8Baal) addiey (S 4
LA e Aol gaal) WLl gaal) ) gall (CSA) 4t Ll SIAN vl s ) o
: J (assisting management in fulfilling its responsibilities) Lild s suas el 5l 33 )oY sacliw
2605 hlaal 5 cillee diluas oL 1
.(establish and maintain risk management and control processes)
.(by evaluating the adequacy of that system) aUaill <lld 3 gaa aniiy 2
: o= (collaborate) ¢stxi (CSA program) 4t SIA avsill el o A (1
.(internal audit activity) s/ @8l L 1
.(business units and functions) Jaall caila 55 Cilas 55 .2
: Js» (better information) duzadl <l slas ZLiSY
.(how well the control processes are working) 4Gl Gl Jae 33 5a 530 .1
.(how significant the residual risks are) dsiall Ll 4l sy .2
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JiaY) g aslil) cillas : Unit 2
: (RISK AND CONTROL SELF-ASSESSMENT) (/01 anil) A& 448 1) g jlalial) 2
: (How Internal Auditors Use CSA) 481 3031 anil) zeal j sadilal) ¢y g8aal) ariiey (iS4

: < (CSA program) 4l A1l auill =4yl (provides staff support) (uids sall aca i s  Jalal) il Il o)) (e a2 )l e
.(facilitator) s .1
(specialist) pasaiiay .2
s34l o Lo Wlle ol gdaall Llas (o V)
2 Cle) jal Jon e slaal man 8 Jsdual) sgall e Jliy 1
.(may reduce the effort spent in gathering information about control procedures)
.(eliminate some testing) <l LAY (s e sladll y 2
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiia¥) g slil) cillas @ Unit 2
: (RISK AND CONTROL SELF-ASSESSMENT) (/01 anil) A& 448 1) g jlalial) 2
: (How Internal Auditors Use CSA) 4B 11 1M andil) gal ¢y gldial) ¢ g8Baal) addiey (iS4
19 zeali ) 138 45 2 68 3 e ; (CSA program) 4t SIAN avsl) sy
dabiidl e 48l Gllee Slaydi 4phaas (o 3y 3 L1
.(increases the coverage of assessments of control processes across the organization)
.(improves the quality of corrective actions made by the process owners) dlaxll Glaal Wdah Al dsasaaill Gle) al) 838 sy 2
Goalall e il gall 55y shall Alle lleall dxal je e Al gaxil Bblis Jee S0 .3
.(focuses the internal audit activity’s work on reviewing high risk processes and unusual situations)
;e Uyl (CSA) 4T (SN anstll S 50 ol ¢Sy
4 U1 aa8al) e.usﬂ\ dalee e 4l e.usﬂ\ Slaliti dsia (e (§8s3l 1
.(Validating the evaluation conclusions produced by the CSA process)
Aalaiall i Sa (e Lgman o ) e sheall aend 2
.(Synthesizing the information gathered from the components of the organization)
5V alaa g Lladl 31330 4408 511 430lad Jsa alall Ll ¢l 3
.(Expressing its overall judgment about the effectiveness of controls to senior management and the board)
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Juiia¥ g a8l cililas : Unit 2
: (RISK AND CONTROL SELF-ASSESSMENT) (/01 anil) A& 448 1) g jlalial) 2

: (Key Features) dxsi )l < 3l |5

D (e S (CSA) A0 1A vl Jady

.(Self-assessment surveys) 514 ansill e Satul |1

.(Facilitated workshops) 3 !l Jeall (i 555 .2

;4|

.(Useful approach) e z¢i .1

.(Efficient approach) Jué z=¢is .2

D e 2

(Managers) credl 1

.(Internal auditors) omlalall cpdaall g 2

.(evaluating control procedures) 4B )1l cilel ja) anst 4 (collaborate) o slill
D (e SIS (CSA) AU AN ariil ey W ) g B 8

.(business objectives and risks) _hlaall 5 Jasll Calaal -

.(with control processes) 4,1l Clhilee 2 -
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JiaY) g aslil) cillas : Unit 2
: (RISK AND CONTROL SELF-ASSESSMENT) (/01 anil) A& 448 1) g jlalial) 2
: (Key Features) 4swwi )l < juall |5

.(control/risk self-assessment) shlaall I avsill / 4408 51 an) Lyl (CSA) 0 S sl e gl

saiiall galyll alaza o Y (different methods & formats) 4ikise YIS&T 5 Byl () seddiug (CSA) LU I3 aniill o jlae O e a2 ) o
R R KV PRCA W | BRCPRRE JE

. (process) dalac ‘"_s_“a\ﬂ\ anfil) 22A% ‘_s_d\ dadaial) (oAl ) S

(Formal) 4xem ) .1

GLEm .(Documented) 4&i s .2

D e JS @l jLis Al Jasd) (385 3 )02 e

.(Business unit) Jee 324 .1

.(Business function) Jee dilay 2

.(Business process) Jeall 44,1 3

: o=l (structured manner) delaie 44 yhay 4< HLEL

.(Identifying risks and exposures) <ba =il 5 lalaall naat (1

.(Assessing the control processes that mitigate or manage those risks) shlaall ¢lli a8 5 cadas Al 406850 Cllee ayii (2
.(Developing action plans to reduce risks to acceptable levels) 4 sis <l siva ) Hhaliall L6 Joe Jalad aa s (3
.(Determining the likelihood of achieving the business objectives) Jaxll alaal (g dllaial yass (4
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GLEIM:

Which of the following statements about control self-assessment (CSA) is false?

A. CSA is usually an informal and undocumented process.

B. In its purest form, CSA integrates business objectives and risks with control processes.

C. CSA is also known as control/risk self-assessment.

D. Most implemented CSA programs share some key features and goals.

Answer (A) is correct.

A methodology encompassing self-assessment surveys and facilitated workshops called CSA is a useful and efficient approach
for managers and internal auditors to collaborate in assessing and evaluating control procedures. The process is a formal and
documented way of allowing participation by those who are directly involved in the business unit, function, or process.

B. CSA does integrate business objectives and risks with control processes.
C. CSA is also known as control/risk self-assessment.
D. Most implemented CSA programs share some key features and goals.
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GLEIM:

Which outcome can be derived from self-assessment methodologies?

A. Formal, hard controls are more easily identified and evaluated.

B. Management will become involved in and knowledgeable about the self-assessment process by serving as facilitators,
scribes, and reporters for the work teams.

C. Auditors’ responsibility for the risk management and control processes of the organization will be reinforced.

D. People are motivated to take ownership of the control processes in their units and corrective actions taken by work teams
are often more effective and timely.

Answer (D) is correct.

One of the possible outcomes that may be derived from self-assessment methodologies is that people are motivated to take
ownership of the control processes in their units and corrective actions taken by work teams are often more effective and
timely.

A. Informal, soft controls are more easily identified and evaluated.

B. Internal auditors will become involved in and knowledgeable about the self-assessment process by serving as facilitators,
scribes, and reporters for the work teams and as trainers of risk and control concepts supporting the CSA program.

C. Management’s responsibility for the risk management and control processes of the organization is reinforced, and managers
will be less tempted to abdicate those activities to specialists, such as auditors.
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GLEIM:

Which of the following are approaches to a control self-assessment (CSA) program?
1. Facilitation

2. Cost-benefit

3. Survey

4. Self-certification

A.1and 2.

B.1 and 3.

C.1, 2, and 4.

D.1, 3, and 4.

Answer (D) is correct.

The three primary approaches of CSA programs are
(1) facilitation,

(2) survey, and

(3) self-certification.

A. A cost-benefit approach is not one of the three approaches to a CSA program.

B. Facilitation and survey are two of the three approaches to a CSA program. However, this answer excludes the third
approach, self-certification.

C.A cost-benefit approach is not one of the three approaches to a CSA program.
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GLEIM:

Of the three primary approaches of CSA programs, which one is designed to gather information from work teams representing
different levels in the business unit or function?

A. Auditor-produced analysis.

B. Facilitated approach.

C. Questionnaire approach.

D. Self-certification approach.

Answer (B) is correct.

The three primary forms of CSA programs are the facilitated approach, the questionnaire approach, and the self-certification
approach. The facilitated approach gathers information from work teams representing different levels in the business unit or
function. The format of the approach may be based on objectives, risks, controls, or processes.

A. Auditor-produced analysis is not one of the recognized forms of CSA.

C. The questionnaire form of CSA uses a survey, not work teams representing different levels in the business unit or function.
D. The self-certification approach is produced by management, not by work teams representing different levels in the business
unit or function.
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GLEIM:

Which type of format of control self-assessment (CSA) facilitated approaches focuses on the best way to accomplish the goals
of the organization?

A. Process-based format.

B. Control-based format.

C. Risk-based format.

D. Objective-based format.

Answer (D) is correct.

An objective-based format focuses on the best way to accomplish a business objective. The workshop begins by identifying the
controls presently in place to support the objective and then determines the residual risk remaining.

A. A process-based format focuses on selected activities that are elements of a chain of processes.

B. A control-based format focuses on how well the controls in place are working.
C. Arisk-based format focuses on listing the risks to achieving an objective.
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GLEIM:

The aim of which format of the facilitated approach is to decide whether procedures are working effectively?

A. Control-based format.

B. Objective-based format.

C. Process-based format.

D. Risk-based format.

Answer (B) is correct.

An objective-based format focuses on the best way to accomplish a business objective. The workshop begins by identifying
the procedures presently in place to support the objective and then determines the residual risks remaining. The aim of the
workshop is to decide whether the procedures are working effectively and are resulting in residual risks within an acceptable
level.

A. The aim of a control-based format is to produce an analysis of the gap between how controls are working and how well
management expects those controls to work.

C. The aim of a process-based format is to evaluate, update, validate, improve, and even streamline the whole process and its
component activities.

D. The aim of a risk-based format is to determine significant residual risks.
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GLEIM:

Which type of facilitated approach format begins by listing all possible barriers, obstacles, threats, and exposures that might
prevent achieving an objective?

A. Objective-based format.

B. Control-based format.

C. Process-based format.

D. Risk-based format.

Answer (D) is correct.

A risk-based format focuses on listing the risks to achieving an objective. The workshop begins by listing all possible barriers,
obstacles, threats, and exposures that might prevent achieving an objective and, then, examining the control procedures to
determine if they are sufficient to manage the key risks. The aim of the workshop is to determine significant residual risks. This
format takes the work team through the entire objective-risks-controls formula.

A. An objective-based format begins by identifying controls currently in place, then determining the residual risks.

B. A control-based format begins with the facilitator identifying the key risks and controls, then the group determining how
well they are working.

C. A process-based format focuses on selected activities that are elements of a chain of processes.
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GLEIM:

In which format of the facilitated approach does the facilitator identify the key controls before the beginning of the workshop?
A. Control-based format.

B. Objective-based format.

C. Risk-based format.

D. Process-based format.

Answer (A) is correct.

A control-based format focuses on how well the controls in place are working. Unlike the approach in the objective-based and
risk-based formats, the facilitator identifies the key risks and controls before the beginning of the workshop. During the
workshop, the work team assesses how well the controls mitigate risks and promote the achievement of objectives. The aim of
the workshop is to produce an analysis of the gap between how controls are working and how well management expects
those controls to work.

B. An objective-based format begins by identifying controls currently in place, then determining the residual risks.

C. The risk-based format focuses on listing the risks to achieving an objective.
D. A process-based format focuses on selected activities that are elements of a chain of processes.
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GLEIM:

Which phrase best describes the control-based approach of the control self-assessment process?

A. Evaluating, updating, and streamlining selected control processes.

B. Examining how well controls are working in managing key risks.

C. Analyzing the gap between control design and control frameworks.

D. Determining the cost-effectiveness of controls.

Answer (B) is correct.

A control-based format focuses on how well the controls in place are working. This format is different than the others because
the facilitator identifies the key risks and controls before the beginning of the workshop. During the workshop, the work team
assesses how well the controls mitigate risks and promote the achievement of objectives. The aim of the workshop is to
produce an analysis of the gap between how controls are working and how well management expects those controls to work.

A. This phrase best describes a process-based approach, although control processes are not the only processes reviewed in
this approach.

C. Comparing control design and control frameworks in a control-based approach does not adequately describe the process. A
control-based process is more likely to examine the gap between control design and control effectiveness in managing risks.

D. Cost-effectiveness could be discussed in a control-based control self-assessment workshop, but it is not the primary focus of
this process.
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GLEIM:

Which of the three primary approaches of CSA programs should be used if management wants to minimize the time spent and
costs incurred in gathering the information?

A. Self-certification approach.

B. Facilitated approach.

C. Auditor-produced analysis.

D. Questionnaire approach.

Answer (D) is correct.

The questionnaire approach of CSA uses a questionnaire that tends to ask mostly simple “Yes/No” or “Have/Have Not”
qguestions that are carefully written to be understood by the target recipients. They are preferred if the culture in the
organization may hinder open, candid discussions in workshop settings or if management desires to minimize the time spent
and costs incurred in gathering the information.

A. The self-certification approach can be time-consuming.

B. The facilitated approach can be time-consuming.
C. This is not one of the three primary approaches of CSA programs.
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GLEIM:

Why should an organization use the survey form of control self-assessment (CSA)?

A. Few respondents are required to respond.

B. Respondents are not widely dispersed.

C. No time constraint is involved.

D. The organizational culture does not encourage openness.

Answer (D) is correct.

The many approaches used for CSA processes in organizations reflect differences in industry, geography, structure,
organizational culture, degree of employee empowerment, dominant management style, and the manner of formulating
strategies and policies. The survey form of CSA uses a questionnaire that tends to ask mostly simple “Yes or No” questions that
are carefully written to be understood by the target recipients. Surveys often are used if the desired respondents are too
numerous or widely dispersed to participate in a workshop. They also are preferred

(1) when the culture of the organization may hinder open, candid discussions in workshop settings or

(2) if management wants to minimize the time spent and costs incurred in gathering information.

A. The survey form of CSA should be used when respondents are numerous.

B. The survey form of CSA should be used when respondents are widely dispersed.

C. The survey form of CSA should be used when management wants to minimize the time spent and costs incurred in
gathering information.
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GLEIM:

Which one of the three primary types of CSA programs allows for the chief audit executive (CAE) to synthesize information
provided by management with other information to enhance the understanding about controls and to share the knowledge?
A. Facilitated approach.

B. Self-certification approach.

C. Questionnaire approach.

D. Auditor-produced analysis.

Answer (B) is correct.

The form of self-assessment is based on management-produced analyses to produce information about selected business
processes, risk management activities, and control procedures. The internal auditor may synthesize this analysis with other
information to enhance the understanding about controls and to share the knowledge with managers in business or functional
units as part of the organization’s CSA program.

A. The facilitated approach gathers information from work teams representing different levels in the business unit or function.
C. The questionnaire approach of CSA uses a questionnaire that tends to ask mostly simple “yes/no” or “have/have not”
guestions that are carefully written to be understood by the target recipients.

D. Auditor-produced analysis is not one of the three primary forms of CSA programs.
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GLEIM:

Which forms of control self-assessment assume that managers and members of work teams possess an understanding of risk
and control concepts and use those concepts in communications?

A. The self-certification approach.

B. The self-certification approach and facilitated approach.

C. The self-certification approach and questionnaire approach.

D. All self-assessment programs.

Answer (D) is correct.

All self-assessment programs assume that managers and members of the work teams possess an understanding of risk and
control concepts and using those concepts in communications. For training sessions, to facilitate the orderly flow of
workshop discussions and as a check on the completeness of the overall process, organizations often use a control
framework, such as the COSO (Committee of Sponsoring Organizations) and CoCo (Canadian Criteria of Control Board)
models.

A. Facilitated team workshops and surveys also assume that managers and members of the work teams possess an
understanding of risks and controls concepts and using those concepts in communications.

B. Surveys also assume that managers and members of the work teams possess an understanding of risks and controls
concepts and using those concepts in communications.

C. Facilitated team workshops also assume that managers and members of the work teams possess an understanding of risks
and controls concepts and using those concepts in communications.
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GLEIM:

The primary difference between operational engagements and financial engagements is that, in the latter, the internal
auditors

A. Are not concerned with whether the client entity is generating information in compliance with financial accounting
standards.

B. Are seeking to help management use resources in the most effective manner possible.

C. Can use analytical skills and tools that are not necessary in financial engagements.

D. Start with the financial statements of the client entity and work backward to the basic processes involved in producing
them.

Answer (D) is correct.

A financial engagement starts with financial statements to determine whether financial information was properly recorded
and adequately supported. It also assesses whether the financial statement assertions about past performance are fair,
accurate, and reliable.

A. The reliability and integrity of financial information are important in financial engagements. Information systems provide
data for decision making, control, and compliance with external requirements.

B. Operational engagements evaluate accomplishment of established objectives and goals for operations or programs and
economical and efficient use of resources. Financial engagements are primarily concerned with forming an opinion on the
fairness of the financial statements.

C. Analytical skills are necessary in all types of engagements.
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GLEIM:

A financial engagement relating to the production function includes a procedure to compare recorded costs with actual costs.
The purpose of this engagement procedure is to

A. Determine the accuracy of the system used to record actual costs.

B. Measure the effectiveness of the standard cost system.

C. Assess the reasonableness of actual costs.

D. Assist management in its evaluation of effectiveness and efficiency.

Answer (A) is correct.

A financial engagement procedure includes looking at the past to determine whether financial information (e.g., recorded
costs) was properly and adequately supported (i.e., whether recorded costs equal actual costs).

B. The comparison will not determine the effectiveness of the standard cost system.

C. The comparison will determine the reasonableness of recorded costs, not actual costs.
D. A comparison of actual and standard costs addresses efficiency and economy issue
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GLEIM:

The chief executive officer wants to know whether the purchasing function is properly meeting its charge to “conform to all
laws at all costs.” Which of the following types of engagements addresses this request?

A. An operational engagement relating to the purchasing function.

B. A financial engagement relating to the purchasing department.

C. A compliance engagement relating to the purchasing function.

D. A full-scope engagement relating to the manufacturing operation.

Answer (C) is correct.

A compliance engagement is a review of both financial and operating controls to assess conformance with established
standards. It tests adherence to management’s policies, procedures, and plans designed to ensure certain actions.

A. An operational engagement (audit) assesses the efficiency and effectiveness of an organization’s operations.

B. A financial engagement involves the analysis of the economic activity of an entity as measured and reported by accounting
methods.

D. A full-scale engagement relating to the manufacturing operation has financial, compliance, and operational aspects. It
exceeds the chief executive officer’s request.
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GLEIM:

During an operational engagement, the internal auditors compare the current staffing of a department with established
industry standards to

A. ldentify bogus employees on the department’s payroll.

B. Assess the current performance of the department and make appropriate recommendations for improvement.

C. Evaluate the adequacy of the established internal controls for the department.

D. Determine whether the department has complied with all laws and regulations governing its personnel.

Answer (B) is correct.

An operational engagement (audit) assesses the efficiency and effectiveness of an organization’s operations.

A. The internal auditors would not be concerned with payroll processing during this type of testing and evaluation.
C. Comparison of staffing levels with industry standards will not test the adequacy of internal controls
D. The internal auditors would be more concerned with legal requirements during a compliance engagement.
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GLEIM:

An operational engagement relating to the production function includes a procedure to compare actual costs with standard
costs. The purpose of this engagement procedure is to

A. Determine the accuracy of the system used to record actual costs.

B. Measure the effectiveness of the standard cost system.

C. Assess the reasonableness of standard costs.

D. Assist management in its evaluation of effectiveness and efficiency.

Answer (D) is correct.

An operational engagement (audit) assesses the efficiency and effectiveness of an organization’s operations. A comparison of
actual and standard costs addresses efficiency and effectiveness.

A. The comparison will not determine the accuracy of actual costs.
B. The comparison will not determine the effectiveness of the system.
C. The comparison will not determine the reasonableness of standard costs.
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GLEIM:

A determination of cost savings is most likely to be an objective of a(n)

A. Program-results engagement.

B. Financial engagement.

C. Compliance engagement.

D. Operational engagement.

Answer (D) is correct.

An operational engagement (audit) assesses the efficiency and effectiveness of an organization’s operations.

A.A program-results engagement addresses accomplishment of program objectives and not necessarily whether costs were
minimized.

B.A financial engagement relates to the safeguarding of assets and the reliability and integrity of information.

C.A compliance engagement relates to compliance with legal, regulatory, procedural, and other requirements.
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GLEIM:

The primary difference between operational engagements and financial engagements is that, in the former, the internal
auditors

A. Are not concerned with whether the client entity is generating information in compliance with financial accounting
standards.

B. Are seeking to help management use resources in the most effective manner possible.

C. Start with the financial statements of the client entity and work backward to the basic processes involved in producing
them.

D. Can use analytical skills and tools that are not necessary in financial engagements.

Answer (B) is correct.

The primary objective of a financial engagement is to express an opinion on the fairness of the financial statements.
Operational engagements evaluate accomplishment of established objectives and goals for operations or programs and
economical and efficient use of resources.

A. The reliability and integrity of financial information are important in operational engagements. Information systems provide
data for decision making, control, and compliance with external requirements.

C. A financial engagement entails using financial statements as a starting point.

D. Analytical skills are necessary in all types of engagements.
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GLEIM:

The chief executive officer wants to know whether the purchasing function is properly meeting its charge to “purchase the
right materials at the right time in the right quantities.” Which of the following types of engagements addresses this request?
A. A financial engagement relating to the purchasing department.

B. An operational engagement relating to the purchasing function.

C. A compliance engagement relating to the purchasing function.

D. A full-scope engagement relating to the manufacturing operation

Answer (B) is correct.

An operational engagement (audit) assesses the efficiency and effectiveness of an organization’s operations.

A.A financial engagement involves the analysis of the economic activity of an entity as measured and reported by accounting
methods.

C.A compliance engagement is a review of both financial and operating controls to assess conformance with established
standards. It tests adherence to management’s policies, procedures, and plans designed to ensure certain actions.

D.A full-scale engagement relating to the manufacturing operation has financial, compliance, and operational aspects. It
exceeds the chief executive officer’s request.
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GLEIM:

What is the best description of information technology (IT) assurance?

A. Review of controls that focus on an organization’s ability to comply with established labor laws and policies.

B. Review and testing of IT to assure the integrity of information.

C. Determining that year-to-year growth in sales is measurable using accounting methods.

D. Reviewing credit policies to determine whether only qualified customers are being granted favorable credit terms.
Answer (B) is correct.

IT assurance is the review and testing of IT (for example, computers, technology infrastructure, IT governance, mobile
devices, and cloud computing) to assure the integrity of information. Traditionally, IT auditing has been done in separate
projects by IT audit specialists, but increasingly it is being integrated into all audits.

A. laws, regulations, policies, plans, procedures, contracts, and other requirements.

C. Financial assurance provides analysis of the economic activity of an entity as measured and reported by accounting
methods.

D. Operational assurance is the review of a function (credit policy) to appraise the efficiency and economy of operations and
the effectiveness with which those functions achieve their objectives.
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PART 2

Practice of Internal Auditing

UNIT 1
INTERNAL AUDIT OPERATIONS

Accounting with ahmed samir
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INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV

ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
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COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit |

INTERNAL AUDIT OPERATIONS

- COORDINATION
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GLEIM:

Which of the following best describes the purpose of the Three Lines of Defense?

A. To improve stakeholder relationships between the board of directors and senior management and to clarify the
organization’s risk management and control processes.

B. To support the organization through the utilization of specialized skills in monitoring of noncompliance with applicable laws
and regulations.

C. To enhance communications on risk management and control by clarifying how specific duties should be assigned and
coordinated within the organization.

D. To define operational management’s responsibility in the execution of risk and control procedures for the organization on a
day-to-day basis.

Answer (C) is correct.

According to The IlA Position Paper, The Three Lines of Defense in Effective Risk Management and Control, the Three Lines of
Defense model provides a simple and effective way to enhance communications on risk management and control by clarifying
how specific duties should be assigned and coordinated within the organization. Operational management provides the first
line of defense, business-enabling functions provide the second line of defense, and internal auditors provide the third line of
defense.
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GLEIM:

Which of the following is least accurate in describing the functions that serve as the three lines of defense in an organization?
A. Functions that calculate and measure risk liability.

B. Functions that oversee risks.

C. Functions that provide independent assurance.

D. Functions that own and manage risk.

Answer (A) is correct.

The calculation and measurement of risk liability is not one of the three lines of defense. According to the IIA Position Paper,
The Three Lines of Defense in Effective Risk Management and Control, the three lines of defense include functions that (1)
own and manage risk, (2) oversee risks, and (3) provide independent assurance.
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PART 2

Practice of Internal Auditing

UNIT 1
INTERNAL AUDIT OPERATIONS

Accounting with ahmed samir
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Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV

ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII

ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit |

INTERNAL AUDIT OPERATIONS

INTERNAL AUDIT
RESOURCE
REQUIREMENTS
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GLEIM:

Numerous environmental laws and regulations have recently changed. Senior management has asked the chief audit
executive to perform an environmental audit to be completed as soon as possible. The internal audit activity currently is
performing an operational audit. As a result, the chief audit executive must make difficult decisions about resource allocation.
Which of the following is the least significant issue in determining whether to reallocate audit resources?

A. The potential fraud discovered during the operational audit.

B. Potential cost to the organization for noncompliance with the new environmental laws and regulations.

C. The knowledge, skills, and competencies of the internal audit staff.

D. The results from the prior financial audits.

Answer (D) is correct.

When determining resource allocation under time constraints, the auditor must consider all relevant factors. Relevant factors
include (1) information about both the ongoing and new engagement; (2) the consequences of not completing either
engagement in a timely manner; and (3) the knowledge, skills, and competencies of the internal audit staff. Information about
other unrelated engagements, such as prior financial audits, is irrelevant.

A. The potential fraud or other illegal actions discovered during the operational audit are relevant. Fraud always must be
evaluated for its effect on achievement of organizational objectives.

B. Potential consequences, such as fines, penalties, and legal action, may be material.

C. The knowledge, skills, and competencies of the internal audit staff are crucial. Proficiency is an ethical obligation of internal
auditors.
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GLEIM:

Johnny Hagert, Chief Audit Executive, is determining the sufficiency of his resource allocation. Mr. Hagert must consider all of
the following except

A. Communication received from management and the board.

B. The audit universe.

C. Knowledge of the internal audit staff.

D. Consequences of not completing the engagement on time.

Answer (B) is correct.

Sufficiency relates to the quantity of resources needed to accomplish the audit plan. The audit universe includes all possible
audits within an organization. The audit plan only includes a portion of those audits.
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GLEIM:

In selecting an instructional strategy for developing internal audit staff, a chief audit executive begins by reviewing

A. Organizational objectives.

B. Learning content.

C. Learners’ readiness.

D. Budget constraints.

Answer (A) is correct.

The chief audit executive must ensure that internal audit resources are appropriate, sufficient, and effectively deployed to
achieve the approved plan (Perf. Std. 2030). The approved plan must be consistent with the goals of the organization.

B. The learning content cannot be prepared without first reviewing the organizational objectives.

C. Learners’ readiness should be considered later in the program development process.
D. Budget constraints should be considered later in the process.

~)

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

GLEIM:

The advantage attributed to the establishment of internal auditing field offices for work at foreign locations is best described
as

A. The possibility of increased objectivity of personnel assigned to a field office.

B. A reduction of travel time and related travel expense.

C. The increased ease of maintaining uniform organization-wide standards.

D. More contact with senior personnel leading to an increase in control.

Answer (B) is correct.

The advantages of field offices compared with sending internal auditors from the home office include
(1) reduced travel time and expense,

(2) improved service in the operating locations served by the field offices,

(3) better morale of internal auditors as a result of increased authority, and

(4) the possibility of employing persons who do not wish to travel.

A. Field office personnel are more likely to lose objectivity through increased contact with engagement client personnel in
the area served.

C. Maintenance of organization-wide standards is more difficult after decentralization.

D. Contact with and control over field office personnel will be reduced.
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GLEIM:

When determining the number and experience level of an internal audit staff to be assigned to an engagement, the chief
audit executive should consider which of the following?

1. Complexity of the engagement.

2. Length of the engagement.

3. Available internal audit activity resources.

4. Lapsed time since the last engagement.

A.1 and 2 only.

B. 2 and 3 only.

C. 1 and 3 only.

D.1, 2, 3, and 4.

Answer (C) is correct.

The complexity of the engagement determines the experience and skills required of the assigned staff.
Available resources also are a factor in a staffing decision.
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GLEIM:
Gator Financial Service is considering outsourcing its internal audit activity. Gator Financial Service
A. Cannot outsource the activity because it will impair the effectiveness of the engagement.

B. Can outsource the services as long as it places responsibility for maintaining effective internal controls in the hands of the
external auditor.

C. Must outsource all internal audit activity to maintain independence.

D. Can outsource the services as long as Gator Financial Service continues to have the responsibility for maintaining effective
internal controls.

Answer (D) is correct.

An organization’s governing body may decide that an external service provider is the most effective means of obtaining
internal audit services. In these cases, Performance Standard 2070 requires that the external audit service provider remind the
organization that the responsibility for maintaining effective internal controls lies with the organization.
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CIA

PART 2

Practice of Internal Auditing

UNIT 1
INTERNAL AUDIT OPERATIONS

Accounting with ahmed samir
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Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV

ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII

ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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" The highest level governing body .. charged with the responsibility to direct and/or oversee the organization’s activities and hold senior management accountable”

GLEMm

@ www.accountingwithahmedsamir.com €J TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

GLEIM:

What is the reason the CAE must have direct and unrestricted access to the board?

A. The board is composed of financial experts and are a great resource for collaboration on financial decisions.

B. The internal audit activity needs to achieve organizational independence.

C. Stock exchanges require that all listed organizations have an audit committee.

D. The CAE must build and maintain strong constructive relationships with managers and other stakeholders.

Answer (B) is correct.

The CAE must have direct and unrestricted access to senior management and the board for the internal audit activity to
achieve organizational independence. The CAE should report functionally to the board.

The IlIA defines a board, in part, as “[t]he highest level governing body . . . charged with the responsibility to direct and/or
oversee the organization’s activities and hold senior management accountable.”

A. Being a financial expert is not a requirement to serve on a board. Boards are often made up of a diverse group of
individuals. The board is the highest level governing body for the organization and is not a resource for the CAE to assist with
the making of financial decisions.

C. Many stock exchanges require that all listed organizations have an audit committee. However, this is not the reason the
CAE must have direct and unrestricted access to senior management and the board.

D. According to Sawyer’s Guide for Internal Auditors, 6th edition, for internal auditors to be effective, they must build and
maintain strong constructive relationships with managers and other stakeholders within the organization. But this does not
explain why the CAE must have direct and unrestricted access to senior management and the board.
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GLEIM:

Which of the following is not an appropriate member of an audit committee?

A. The vice president of the local bank used by the organization.

B. An academic specializing in business administration.

C. A retired executive of a firm that had been associated with the organization.

D. The organization’s vice president of operations.

Answer (D) is correct.

The audit committee consists of outside directors who are independent of management. Its purpose is to help keep external
and internal auditors independent of management and to assure that the directors are exercising due care. The organization’s
vice president is not an outside director. The vice president of the local bank used by the organization, an academic
specializing in business administration, and a retired executive of a firm that had been associated with the organization are all
external parties who are usually independent of the organization’s internal operations.
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GLEIM:

Which of the following features of a large manufacturer’s organizational structure is a control weakness?

A. The information systems department is headed by a vice president who reports directly to the president.

B. The chief financial officer is a vice president who reports to the chief executive officer.

C. The audit committee of the board consists of the chief executive officer, the chief financial officer, and a major shareholder.
D. The controller reports to the chief financial officer.

Answer (C) is correct.

The audit committee has a control function because of its oversight of internal as well as external auditing. It should be made

up of directors who are independent of management. The authority and independence of the audit committee strengthen
the position of the internal audit activity.

A. This reporting relationship is a strength. It prevents the information systems operation from being dominated by a user.
B. It is a normal and appropriate reporting relationship.
D. It is a normal and appropriate reporting relationship.
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The most significant benefit provided by the audit committee to the internal audit activity is Protecting the independence of the internal audit activity from undue management influence
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GLEIM:

The audit committee may serve several important purposes, some of which directly benefit the internal audit activity. The
most significant benefit provided by the audit committee to the internal audit activity is

A. Protecting the independence of the internal audit activity from undue management influence.

B. Reviewing annual engagement work schedules and monitoring engagement results.

C. Approving engagement work schedules, scheduling, staffing, and meeting with the internal auditors as needed.

D. Reviewing copies of the procedures manuals for selected organizational operations and meeting

with organizational officials to discuss them.

Answer (A) is correct.

The audit committee is a subcommittee of the board of directors composed of outside directors who are independent of
corporate management. Its purpose is to help keep external and internal auditors independent of management and to ensure
that the directors are exercising due care. This committee often selects the external auditors, reviews their overall audit plan,
and examines the results of external and internal audits.

B. Reviewing the audit plan and the results can be performed by the entire board.

C. Reviewing the audit plan and staffing requirements can be performed by the entire board.
D. Reviewing procedures manuals can be performed by the entire board.
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GLEIM:

An audit committee of the board of directors of an organization is being established. Which of the following is normally a
responsibility of the committee with regard to the internal audit activity?

A. Approval of the selection and dismissal of the chief audit executive.

B. Development of the annual engagement work schedule.

C. Approval of engagement work programs.

D. Determination of engagement observations appropriate for specific engagement communications.

Answer (A) is correct.

Independence is enhanced when the board concurs in the appointment or removal of the CAE. The audit committee is a
subcommittee of outside directors who are independent of management. The term “board” includes the audit committee.

B. Development of the annual engagement work schedule is an operational function of the CAE and the internal audit activity
staff. A summary of the (1) audit plan, (2) work schedule, (3) staffing plan, and (4) financial budget is submitted annually to
senior management and the board.

C. Approval of engagement work programs is a technical responsibility of the internal audit activity staff.

D. The determination of engagement observations appropriate for specific engagement communications is a field operation of
the internal audit activity staff.
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GLEIM:

Which of the following audit committee activities is of the greatest benefit to the internal audit activity?

A. Review and approval of engagement work programs.

B. Assurance that the external auditor will rely on the work of the internal audit activity whenever possible.

C. Review and endorsement of all internal auditing engagement communications prior to their release.

D. Determine whether scope limitations impede the ability of the internal audit activity to execute its responsibilities.
Answer (D) is correct.

The CAE should report functionally to the board (audit committee) to achieve organizational independence and allow the
internal audit activity to fulfill its responsibilities. Functional reporting to the board typically involves, among other things,
making appropriate inquiries of management and the CAE to determine whether audit scope or budgetary limitations impede
the ability of the internal audit activity to fulfill its responsibilities.

A. Review and approval of engagement work programs is the responsibility of internal audit supervisors.

B. Whether the external auditor will make use of the work of internal auditing is not for the audit committee to decide.

C. Review and approval of internal audit engagement communications is the responsibility of the chief audit executive or his
or her designee.
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GLEIM:

The audit committee strengthens the control processes of an organization by

A. Assigning the internal audit activity responsibility for interaction with governmental agencies.

B. Using the chief audit executive as a major resource in selecting the external auditors.

C. Following up on recommendations made by the chief audit executive.

D. Approving internal audit activity policies.

Answer (C) is correct.

Among the audit committee’s functions are ensuring that engagement results are given due consideration and overseeing
appropriate corrective action for deficiencies noted by the internal audit activity, which includes following up on
recommendations by the CAE.

A. A direct strengthening of controls does not result from this activity.

B. A direct strengthening of controls does not result from this activity.

D. A direct strengthening of controls does not result from this activity.
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GLEIM:

To avoid creating conflict between the chief executive officer (CEO) and the audit committee, the chief audit executive (CAE)
should

A. Submit copies of all engagement communications to the CEO and audit committee.
B. Strengthen independence through organizational status.
C. Discuss all pending engagement communications to the CEO with the audit committee.

D. Request board establishment of policies covering the internal audit activity’s relationships with the audit committee.
Answer (D) is correct.

Independence is not sufficient to prevent conflict unless reporting relationships are well defined.

A. The CEO and audit committee most likely should receive summary reports. Senior management and the board ordinarily are
not involved in the details of internal audit work.

B. Independence is not sufficient to prevent conflict unless reporting relationships are well defined.

C. The CEO and audit committee most likely should receive summary reports. Senior management and the board ordinarily are
not involved in the details of internal audit work.
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PART 2

Practice of Internal Auditing

UNIT 1
INTERNAL AUDIT OPERATIONS

Accounting with ahmed samir
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Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV

ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII

ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit |

INTERNAL AUDIT OPERATIONS

INTERNAL AUDIT
ADMINISTRATIVE
ACTIVITIES
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: (INTERNAL AUDIT OPERATIONS) (314l 385l ciles : Unit 1

: (INTERNAL AUDIT ADMINISTRATIVE ACTIVITIES) 3020 (338.60 &, )y il 2

: (Overview) 4als 3 ki 1

(fulfillment of its responsibilities) 4 s suas e8Il (panai 43 Hlay JSlal) G881 Llis 5 )) e 3l Oe Js5uall 5o (CAE) @83l (528wl s )l

e 85 Y LAl (58 Bty a2l ) pal) 503 g e o iy e el Adlady (A AN LS any O i i SR ok o ) e
- o “< i i T Cpanialy ij\) (Proper p|anning) ?5‘3‘“‘” ool YA e Sl oaad S

.(Senior management) Llall 5 ,l5y1 1 .(Budgeting) b ) sall alact 1

GLEM .(Board of directors) 3_¥) alas .2 .(Human resources management) 4_ydall 3 ) sall 3503 5 .2

4

The CAE is primarily responsible for the sufficiency and management of internal audit resources, including communication of needs and
status, to senior management and the board. These parties Ultimately must ensure the adequacy of internal audit resources.
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L O Al a0 38l Ll 8 51a) %5 43) J g (e Vg
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A i gay Alia ld Gl aaiy g ¢ 4l Hlalaall 3 )] 5 4aS sl Clilee (enhance) Juadl @b aaiil 3aals 2
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GLEIM:

Which of the following parties is (are) primarily responsible for resource management in an internal auditing engagement?
1. The chief audit executive

2. Senior management

3. The board of directors

A.1and 2.

B. 2 and 3.

C. 1 only.

D. 1 and 3.

Answer (C) is correct.

The CAE is primarily responsible for the sufficiency and management of resources of the internal audit activity, including

communication of needs and status to senior management and the board. These parties must ensure the adequacy of
resources.
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GLEIM:

Which of the following statements about the chief audit executive’s responsibilities for internal audit resources is most
accurate?

A. The CAE is responsible for ensuring that audit coverage is based on the skills of the internal audit activity.

B. The CAE is responsible for presenting a detailed summary of audit resources to management.

C. The CAE is responsible for the effective deployment of resources to achieve the approved audit plan.

D. The CAE is responsible for administering the organization’s compensation program.

Answer (C) is correct.

The CAE must ensure that internal audit resources are appropriate, sufficient, and effectively deployed to achieve the
approved audit plan. This responsibility includes the effective communication of resource needs and reporting of status to
senior management and the board.
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GLEIM:

According to the International Professional Practices Framework, the internal audit activity is effectively managed when

A. Policies on responsibilities of the internal audit activity are included in the organization’s operations manual.

B. Its individual members conform with the Code of Ethics and the Standards.

C. Management oversees the day-to-day operations of the internal audit activity.

D. It has the skill set and knowledge to help the organization achieve its objectives.

Answer (B) is correct.

According to the Interpretation of Standard 2000, the internal audit activity is effectively managed when

1. It achieves the purpose and responsibility included in the internal audit charter.

2. It conforms with the Standards.

3. Its individual members conform with the Code of Ethics and the Standards.

4. It considers trends and emerging issues that could impact the organization.

The internal audit activity adds value to the organization and its stakeholders when it considers strategies, objectives, and
risks; strives to offer ways to enhance governance, risk management, and control processes; and objectively provides relevant
assurance.
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: (INTERNAL AUDIT OPERATIONS) (13120 (338.0 cililes & Unit 1
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(to avoid misunderstandings) ~¢d ¢ s il (well-defined) 1 32054l & (Formal) sl Glulaad) Jiady ale (<00
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GLE"VI Guiding the internal audit staff .(guide the internal audit activity) sl @datl) bl 4 63l
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GLEIM:

Which of the following is most essential for guiding the internal audit staff?

A. Quality program assessments.

B. Position descriptions.

C. Performance appraisals.

D. Policies and procedures.

Answer (D) is correct.

The chief audit executive must establish policies and procedures to guide the internal audit activity (Perf. Std. 2040).
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: (INTERNAL AUDIT OPERATIONS) A3l (38530 clles & Unit 1
: (INTERNAL AUDIT ADMINISTRATIVE ACTIVITIES) (A3 (3820 4, j\ay) daday) 2
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: (Interpretation of Standard 2040) 2040 _tzall jawds
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Size of The Internal Audit Activity
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GLEIM:

In most cases, an internal audit activity should document policies and procedures to ensure the consistency and quality of its
work. The exception to this principle is directly related to

A. Departmentation.

B. Division of labor.

C. Size of the internal audit activity.

D. Authority.

Answer (C) is correct.

The form and content of policies and procedures are dependent upon the size and structure of the internal audit activity and
the complexity of its work (Inter. Std. 2040). Thus, all internal audit activities are not required to have a detailed policies and
procedures manual.
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GLEIM:

Policies and procedures must be established to guide the internal audit activity.

Which of the following statements is false with respect to this requirement?

A. The form and content of written policies and procedures depend on the size of the internal audit activity.

B. All internal audit activities must have a detailed policies and procedures manual.

C. Formal administrative and technical manuals may not be needed by all internal audit activities.

D. A small internal audit activity may be managed informally through close supervision and memoranda.

Answer (B) is correct.

The form and content of policies and procedures are dependent upon the size and structure of the internal audit activity and
the complexity of its work (Inter. Std. 2040). Thus, all internal audit activities are not required to have a detailed policies and
procedures manual.
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GLEIM:

Which of the following, though not appropriate for use with a large internal audit activity, is an acceptable approach for
managing a small internal audit activity?

A. Preparing comprehensive policies and procedures.

B. Writing detailed instructions and guidelines for each engagement area.

C. Using only daily, close supervision and written memoranda.

D. Developing technical manuals to guide performance.

Answer (C) is correct.

Formal administrative and technical audit manuals may not be needed by all internal audit entities. A small internal audit
activity may be managed informally. Its audit staff may be directed and controlled through daily, close supervision and
written memoranda. In a large internal audit activity, more formal and comprehensive policies and procedures are essential
to guide the internal audit staff in the execution of the internal audit plan.
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GLEIM:

Which of the items below most likely reflects differences between the policies of a relatively large and a relatively small
internal audit activity? The policies for the large activity should

A. Define the scope of internal auditing.

B. Contain the authority to carry out engagements.

C. Be specific as to activities to be carried out.

D. Be in considerable detail.

Answer (D) is correct.

The form and content of policies and procedures are dependent upon the size and structure of the internal audit activity and
the complexity of its work (Inter. Std. 2040). Thus, the policies of a relatively large internal audit activity are likely to be more
detailed than those of a relatively small internal audit activity.

A. The scope of internal auditing is covered in the charter.

B. The authority to carry out engagements is covered in the charter.
C. Whether the internal audit activity is large or small, it must have policies that specifically state its functions.
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GLEIM:

Which of the following statements is false regarding the administration of the internal audit activity?

A. Management oversees the day-to-day operations of the internal audit activity.

B. An internal audit manager may be assigned to monitor internal audit processes and emerging issues.

C. The audit committee is responsible for creating the operating and financial budget for the internal audit function.

D. Selection criteria for hiring internal auditors should be well-developed.

Answer (C) is correct.

Budgeting is included in the administrative activities of the internal audit activity. The CAE, not the audit committee, is
responsible for creating the operating and financial budget for the internal audit function. Generally, the CAE, audit managers,

and the internal audit activity work together to develop the budget annually. The budget is then submitted to management
and the board for their review and approval.
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.(Qualified and Competent) Ll cpla 5o o salalall o siaadl o) &G o) cang

oAl Cpeatial) i e 808l o ey (o sitall (il sall Lial oY ) ks

GLE“VI well-developed set of selection criteria .(Selection criteria must be well-developed) 13 JLEAY) julas sk cang
e IS L AT sel G e L ) Wase Aliall z3laill 5 ALY slac) g G

.(Technical qualifications) —hall axdal 4l <Ol sall (

.(Educational background) 4=l d:alall (

.(Personal appearance) asill jehadll (

.(Ability to communicate) Jwal sl e 3 38l (

(Maturity) g=ill (

.(Persuasiveness) g8y (

.(Self-confidence) &l A&l (

(Intelligence) ¢Sl (

.(Motivation) adlall (

.(Potential to contribute to the organization) 4hidl & daaluddl e 5,08l (10
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GLEIM:

The key factor in the success of an internal audit activity’s human resources program is

A. An informal program for developing and counseling staff.

B. A compensation plan based on years of experience.

C. A well-developed set of selection criteria.

D. A program for recognizing the special interests of individual staff members.

Answer (C) is correct.

Internal auditors should be qualified and competent. Because the selection of a superior staff is dependent on the ability to
evaluate applicants, selection criteria must be well-developed. Appropriate guestions and forms should be prepared in
advance to evaluate, among other things, the applicant’s technical qualifications, educational background, personal
appearance, ability to communicate, maturity, persuasiveness, self-confidence, intelligence, motivation, and potential to
contribute to the organization.
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: (INTERNAL AUDIT OPERATIONS) A3l (38530 clles & Unit 1
: (INTERNAL AUDIT ADMINISTRATIVE ACTIVITIES) (A3 (3820 4, j\ay) daday) 2
: (Human Resources) 4 &l 3 sal) .4

.(set of skills to perform their jobs effectively) dllais agiida s ¢)aY & jleall (10 de il de sana ) O salalal) () giaall zlig
(Standard resumeé) 4l 451l 3 juall 4 Ll Gl jleall saa jedai Y
oo Balial) e ganall R1A) 3A Ak g iS5 o Alladl) U iy ol e

-l lead) ands Gl e U A g 50 (CAE) il (shaiiil) (st Hl) Jasty (Skills) <l jlgall .1
(driven by the needs of the audit coverage) @811 4uhaas Cilalialy & sdoa .(Capabilities) <l yadll 5 2
) Gl LU (8 Jadly 32 g gl WA a5 ) (Techinical knowledge) 4l 48 a5 .3

.Demonstrate sufficient capability to meet the audit plan requirements (needed to accomplish its goals) ledlaal sl 4 33U
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GLEIM:

The most important reason for the chief audit executive to ensure that the internal audit department has adequate and
sufficient resources is to

A. Ensure that the function is adequately protected from outsourcing.

B. Demonstrate sufficient capability to meet the audit plan requirements.

C. Establish credibility with the audit committee and management.

D. Fulfill the need for effective succession planning.

Answer (B) is correct.

The CAE must ensure that internal audit resources are appropriate, sufficient, and effectively deployed to achieve the
approved plan (Perf. Std. 2030).

A. The decision to outsource the internal audit function is not primarily based on existing resources.
C. The amount of resources is not a significant factor in establishing credibility.
D. Succession planning is not related to the amount of audit resources.
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: (INTERNAL AUDIT OPERATIONS) A3l (38530 clles & Unit 1
: (INTERNAL AUDIT ADMINISTRATIVE ACTIVITIES) (A3 (3820 4, j\ay) daday) 2
: (Human Resources) 4 &l 3 sal) .4

. «» (Effective interviewing methods) alxdll cSlaall callal
.(Structured interviews) dahidl C30E) 1
.(Behavioral interviews) 4 sludl <3laall 5 2

;LB (g A0 JLSd) A

: (Stress interviews) sigill [ sga¥) cBllda 1

Sy 5l e ALY (S5 85 Wllae S Gie LG e paly A8 sy 38 ) s Sl agled 35 A peal Casenr Cifsa 8 Jee eyl sl / slea) cUlie pun
cedla Al o o gladlag g cpioly o5ty Cpad je e AR o) al AT Caay  ye e i ge (A Cpad el g

: (Unstructured interviews) 4abiiall & cSUEA 2

Gslud alasinl Jasll el (S 4l b 5 i (e Ganill el e allad 8 JUal) Jan o Ltnnday 4 ) on ST dan ) e SO o dadiid) e O
O Sy O cangy s Dalall JS e pall g Allall 030 A 5 53 S Laa ST e yall 5y 385 e pall dangl) i (e 138 (casual interview style) sas,ll s dLaal)
AT a9 43) jlge a3
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: (INTERNAL AUDIT OPERATIONS) A3l (38530 clles & Unit 1
: (INTERNAL AUDIT ADMINISTRATIVE ACTIVITIES) (A3 (3820 4, j\ay) daday) 2
: (Human Resources) 4 &l 3 sal) .4

. (Effective interviewing methods) alxdll ca3llaall gl
—> (Structured interviews) ishidl &3laal 1
.(Behavioral interviews) 4 sludl <3laall 5 2

.(eliminate individual bias) w2_dl jail e sliaill daacas (Structured interviews) 4akiall <38l (1

slac Lin ) A e diad U8 (e Gl g Lebiaisi 2l 5 ¢ 30a g0 Cilila) e ddyds Il dalaiall ALY (e de gana COULE 538 a0
ALY (e dale g1l day )l aladial o) glaall Sy

"$laxl) dikia A Jle gy GV Guadd cul ) 13) dadiu 13W" - (Situational) 4 sell (1

" Y e G el ja) 2K o 3 Ja" - (Job knowledge) dudds ol 48 i (2

"l ) 5 (9 SN & Al o) 48 W a5 (o liSay A" - (Job sample simulation) 4iuda o)) #3 sai 3w (3

"kl o ol g e %25 slab e Hald sl Ja" - (Worker requirements) Jud! clilkic (4
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: (INTERNAL AUDIT OPERATIONS) A3l (38530 clles & Unit 1
: (INTERNAL AUDIT ADMINISTRATIVE ACTIVITIES) (A3 (3820 4, j\ay) daday) 2
: (Human Resources) 4 &l 3 sal) .4

. (Effective interviewing methods) alxdll ca3llaall gl

.(Structured interviews) dahidl C30E) 1

— (Behavioral interviews) 4 oLl ciSulial 5 2

G (past situations) drslall il sall an (pad wall Jalxi 445 2225 (Behavioral interviews) 4uS shud) <ditiall (2
LEIVE .(Past performance is generally indicative of future performance) L&iuall ela¥) J) ale J<0 5l Glad) ¢)aY)
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GLEIM:

Inquiring how an employment candidate handled situations in their past is an example of which interview method?

A. Behavioral.

B. Stress.

C. Structured.

D. Unstructured.

Answer (A) is correct.

Behavioral interviews determine how candidates handled situations in their past. It is based on the belief that past
performance is generally indicative of future performance. The behavioral interview is a widely-used interview method and
may include questions that ask the candidate to describe a past situation and how it was handled.
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PART 2

Practice of Internal Auditing

UNIT 1
INTERNAL AUDIT OPERATIONS

Accounting with ahmed samir
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Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
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Unit IV
THE INTERNAL AUDIT PLAN

Unit vV

ENGAGEMENT PLANNING
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Unit |

INTERNAL AUDIT OPERATIONS

Introduction

- to Internal

Auditing
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: (INTERNAL AUDIT OPERATIONS) (1314l (3550 ciiles 1 Unit 1
.(Introduction to Internal Auditing) A3/l &8s b daxia 1
: (Nature of Work) Jesl) dauks 1

: (Performance Standard 2100 - Nature of Work) Jax) 4xuh - 2100 £14Y1 jlaa
Do Al ) Ll a6y o)) cang
.(Evaluate) axill .1

.(Contribute) dealuall 5 2

. n 1,1 fen . . o
The internal audit activity is an assessor of the governance process. It is not accountable for that process. NC S (s e

External parties and internal auditors may provide assurance about the governance process «.(Governance processes) 4aS sl Sllas 1
.(Risk management processes) il 5 )la) clilee 5.2

.(Control processes) 41l lilee 5.3
BB e 285 daviaia g alate gl aladiuly dngall

bl LA oY1 8 380 B (55 petlanl py Gl ol ()5S Letie diad s AN B Edlaas 3y 5e5 o
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: (INTERNAL AUDIT OPERATIONS) (1314l (3550 ciiles 1 Unit 1
.(Introduction to Internal Auditing) A3/l &8s b daxia 1
: (Nature of Work) Jaxd) daph 1

Al aal) Ll ol (11A) Clalall cpiiaadl agea Cay el b
"I N 5 halaadl 5 ) 5 AaS sall cilles Alad Gpaa s el Jancaie 5 alaie g aall MA (e Ledlaal 3aiad e A gall 2ol
“helps an organization accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the
.effectiveness of governance, risk management, and control processes.”

i 5 Uali ) cililaall o3a Jasi 53
GLEMm 1y L) el 020 L

ililaal) &l (implementing) A8 e A g Bolay) oS3 aE Ll g Hlalaall 3 la) 5 4aS sall Glidae (s L"g Aaaliudll g 5,:933!\ e ijm gl';\ﬂ\ Gaail) Jaldy ey
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GLEIM: The internal audit activity is responsible for implementing

1. Risk management
2. Governance
3. Control

A. 1 only.
B. 2 only.
C. 3 only.
D. None of the answers are correct.

Answer (D) is correct.
The internal audit activity is responsible for evaluating and contributing to the improvement of governance, risk

management, and control processes. But management is responsible for implementing those processes.
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: (INTERNAL AUDIT OPERATIONS) Al (g8.3l <illas @ Unit 1
.(Introduction to Internal Auditing) A3/l &8s b daxia 1
: (Nature of Work) Jesl) dauks 1
Al aal) Ll ol (11A) Clalall cpiiaadl agea Cay el b
"L g Hlalaall B 5la) 5 A4S al) cililee @mdﬁmgjﬁgﬂwj%&g@@ﬁﬁdmw@mi Gdad e A sall 2c Ly
“helps an organization accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the

.effectiveness of governance, risk management, and control processes.”
G...ﬁj\.b\_ﬁ‘)\ L"_iL\LuJ\ o.AA.L.uJJ

f Al il e ol pusiaell dgaa 3 puie agd ya

" Ledlaal Gaiad sa Aalaiall Aail A8 ja g 5 la) g dua sig 2Dle Y BlaY) Culae Waddny Al JSLell s Cllaall e g 3" - (Governance) 4as sal

Gty Blaiy Lad Jgbne lana b il L oSaill 5 gl 5 Lo g Alainall il sall 5 Slaay) yaail ddec” - (Risk management) _hlaal) 814
" iadaial) Calaal

Llai ool Gl s Calaal) giaad dlaial 3aly )y shalaall 5 Y s AN Gl kY15 5yl alaas 3 lY) 234 ¢ jal I" - (Control) 4@
ML 5 Calaa Yl Baiat Jgine Glaa b il KT Cle) jaY) ol a5 g alati 5 5 laY)

Lol 5 Lpapanaad &3 448 51 Jae ) (e 13 e JS35 1) Aafi 5 (A0Y) 5 4 sadl)) cle) ) s <l - (Control processes) 4 )l cibiles

" Alpd b sl b5 A s sl e LA o gia) el

oOkel 3 SAall Clilanll agd (5 55 pall (g - Janll dapk 1G 2100 - G
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: (INTERNAL AUDIT OPERATIONS) (1314l (3550 ciiles 1 Unit 1
.(Introduction to Internal Auditing) A3/l &8s b daxia 1
: (Nature of Work) Jel) dayk 1

D g SOLlas o) als (CAE) G@aill (saiill (e Il o o8 o
(Board) _laY) Lalae 1

.(Senior management) Wl 3 Y15 2
GLEIM Governance : lleadl 038 (e dalias caalia JS W ghuse Jsa
procedures used by the board to oversee activities 0sSs LeBale

*.(Guiding governance processes) S sall Gillee 4a 55 e Y g e 5 lY) Galaa -
—.(Leading risk management and control processes) &t 1l 5 jhaladll 3 ) Gllee 838 e A 5o Wlall 3 Y0 ¢S5 -
.(Provide assurance on the management of the risk) 2l & 13 Gl Cilileca wadl e Jgpe AR AN & & s 8

GLEIM el ey A Ly Jsarall HhY) aladiul (Say s (understanding of the business) dexdl agd Wyl (555 puall (e
ko D, | 1l bl AU A Gt o el 3 o Jeanl

.(Designing and updating the risk management process) hlaall 3 ) ddee Cuaaty aracai 1 .(Organization’s mission) 4laiall daga 1
.(Design and implementation of controls) Lol suall 1% 5 area’ 2 .(Strategic plan) 4l yiuY) dadll s 2

.(Key objectives) 4w )l cala¥ s 3

.(Related risks and controls) alall il Ly guall 5 Hlalaalls 4

.(Minutes of the board) 3_,2¥) Galas palaag 5
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GLEIM: When assessing the risk associated with an activity, an internal auditor should

A. Determine how the risk should best be managed.

B. Provide assurance on the management of the risk.

C. Update the risk management process based on risk exposures.

D. Design controls to mitigate the identified risks.

Answer (B) is correct.

The internal audit activity must evaluate and contribute to the improvement of processes using a systematic, disciplined, and
risk-based approach. Assurance service is an objective of evidence examination to provide an independent assessment.
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GLEIM: What is the most accurate term for the procedures used by the board to oversee activities performed to achieve
organizational objectives?

A. Governance.

B. Control.

C. Risk management.

D. Monitor

Answer (A) is correct.

Governance is the “combination of processes and structures implemented by the board to inform, direct, manage, and
monitor the activities of the organization toward the achievement of its objectives” (The IlA Glossary).
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: (INTERNAL AUDIT OPERATIONS) (1314l (3550 ciiles 1 Unit 1
.(Introduction to Internal Auditing) A3/l &8s b daxia 1
: (Nature of Work) Jel) dayk 1

. (= X (internal audit charter) sl 58l Gl A (55 g o) Gl g2l (i S 5 gag Llall 35100 58510 ulae e iLEEL 22y
.(Roles) sl 1

.(Responsibilities) <l s 5ua 5,2

Lo NS

.(Board) 3_1a¥) ulas |1

.(Senior management) Ll=ll 5 ,la¥1 5 2

.(Internal audit activity) A3 @8xl Llisg 3

D e IS Jlie Y A (CAE) Gaill (sauiil) Gt 1 22l A8 501 5 el 351 5 AaS sl il dadl yin) apas e
.(The maturity of these processes) <leall 038 zai (1)

.(The seniority of the persons responsible) (s s swall (alaiY) 4adl (2)

.(Organizational culture) 4xeudasill A3&E (3)

GLE"VI .(members of the audit committee) ixal yall Lal gliaci N kil a4y Y
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GLEIM: Which of the following items is least likely to be considered when determining the strategy for assessing governance,
risk management, and control?

A. The maturity of the processes.

B. The seniority of the persons responsible.

C. The organizational culture.

D. The members of the audit committee.

Answer (D) is correct.

The members of the audit committee, an operating committee of the board of directors, is least likely to be considered when
determining the strategy for assessing governance, risk management, and control. These three processes are closely related.
Ordinarily, the board is responsible for guiding governance processes, and senior management is responsible for leading risk
management and control processes. The CAE typically considers (1) the maturity of these processes, (2) the seniority of the

persons responsible, and (3) the organizational culture when determining the strategy for assessing governance, risk
management, and control.
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: (INTERNAL AUDIT OPERATIONS) (1314l (3550 ciiles 1 Unit 1
.(Introduction to Internal Auditing) A3/l &8s b daxia 1
: (Nature of Work) Jel) dayk 1

a3l il leall Jmil g agil a5 agh jlae o sdalall () siad) addioy 38
.(Observations of weaknesses) —axzall Llas Jsa cidaada (1)
.(Recommendations) <lua sl (2)
s adly adalal) (psaal agaa 3 e 3 (Compliance) JUieY) o)
"soAY) Clllaidll gl 2 giadl ol ) gl g ol gl ) ay) s abadll o bl o) NI
"adherence to policies, plans, procedures, laws, regulations, contracts, or other requirements”
e (55l LA i) and Jalal) gaad Llas Jle
.(Governance) 4S5l 1
.(Operations) <blall 5 2
.(Information systems) <ila slaall dakil 5 3
: 3 (Compliance) JEieYL dalaidll
(Laws) ol 8
.(Regulations) =I5l 5
.(Policies) <buladll 5,
.(Procedures) <lel a¥ly .
.(Contracts) 28]l 5,
.(Evaluate the controls regarding compliance) JEie¥l dilaial) Jayf gual) anily Way) Aol 38330 Tl a5 o cang
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: (INTERNAL AUDIT OPERATIONS) (1314l (3550 ciiles 1 Unit 1
.(Introduction to Internal Auditing) A3/l &8s b daxia 1

: (Reasonable Assurance) Jsize (las 2
s ARl Al Gl L Bl Cald ) (adequate) AlS 8 1) g Hlalaall 3 51a) 5 AaS gal) Ciliae it

(Planned) Leubaas 1

.(Designed) Larais .2
GLEIM .Sl 5 518, Ladaiall Cilaal a (reasonable assurance) Jsizs Jlaa il

- 45,k CalaaY) 33y (Efficient performance) Judl) £1aY) (1

.(Accurate) 42> |1

(Timely) bl 8l 85 2

.(Economical) 4Ll 5 .3

LAl o i) ae sty Lay (AESE (5T) o) sall aladin) (pe (5] aad) s Calaal) alia@Y) oY1 3isy
D A Cun e dddlad ulaill ST 3450 &5 13) (Reasonable assurance) Jsiee sl o 21 (2
.(Design and implementation of controls to reduce risks) shlaall Jalail Loy giall 285 § avana’ |1
.(Restrict expected deviations to a tolerable level) J sis (s sisa ) 48 giall Cld) i) ansiy 2
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GLEIM: When are governance, risk management, and control processes considered adequate?

A. When management has planned and designed them to provide reasonable assurance of achieving the organization’s
objectives efficiently and economically.

B. When management has planned and designed them to provide absolute assurance of achieving the organization’s
objectives efficiently and economically.

C. When the internal audit activity has planned and designed them to provide reasonable assurance of achieving the
organization’s objectives efficiently and economically.

D. When the company is profitable.

Answer (A) is correct.

Governance, risk management, and control processes are adequate if management has planned and designed the processes
to provide reasonable assurance of achieving the organization’s objectives efficiently and economically. Reasonable assurance
is provided if the most cost-effective measures are taken in the design and implementation of controls to reduce risks and
restrict expected deviations to a tolerable level. Efficient performance accomplishes objectives in an accurate, timely, and
economical fashion while economical performance accomplishes objectives with minimal use of resources (i.e., cost)
proportionate to the risk exposure.
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: (INTERNAL AUDIT OPERATIONS) 1314} 3811 cilles ; Unit 1
.(Introduction to Internal Auditing) A3l @8l 3 daxia 1
: (Basic Types of Internal Audit Engagements) (A3l 38450 algal Apald) 15391 .3

D et 8 sl sl LUl (Essential strategic function) At Al 5iuY) dads o) Jiam
.(Assurance services) 2SUll cilaaa 1
.(Consulting services) 4 ity cileadlly 2

Internal and external auditors are required to be objective .
ry il ol g8l Camy Al g8xl Gy o8 L

"an independent, objective assurance and consulting activity Jiiwe e gia g Al g s ol alis"
Aol cileasd) s aslill cleadl (Separate Implementation Standards) Aladia 385 julaa ozl o

+ il e (1HA) (sl ol (p8aall dga 3 s & ciladdll oda Cay ya o

: (Assurance services) Sl cilead (1

Ao 3all 48 5 5 Hhalaall 3510 5 4aS sall cililee Jsa (independent assessment) Jiiue api aali (o yig A3 o guia o (and
ALY Jadn 38

.(Financial) Wl

.(Performance) Y1 .

.(Compliance) J&Yl g |

.(System security) aUaill (al s .

.(Due diligence engagements) 4l i) 4liall Slilae 5,

AL WODN -
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: (INTERNAL AUDIT OPERATIONS) 1314} 3811 cilles ; Unit 1
.(Introduction to Internal Auditing) A3/l &8s b daxia 1
: (Basic Types of Internal Audit Engagements) (A3l 38450 algal Apald) 15391 .3

D et 8 sl sl LUl (Essential strategic function) At Al 5iuY) dads o) Jiam
.(Assurance services) 28Ul il 1
.(Consulting services) 4 ity cileadlly 2
oadls Jalal) G Caoay lalall Gaxd) Cay pad o
"an independent, objective assurance and consulting activity Jiiue e s sa 28U 5 (5 il Ll
Ao by cleasll s st Cleasd (Separate Implementation Standards) 4ladia 3di julaa ) A
» U satl e (11A) (sl ulalall 8aa) dean 3 e 8 Ciladall 53 Ciy i ol

. (Consulting services) 4 Liiuy! cilaadl) (2

D)) gty Jaandl g Lgildai g Lgtinada o Y 25 ) Alall <uld e Dlaadl deda ddadil 5 4y i) ddaiay)

.(Add value) 4 4dLza) 1

.(Improve an organization’s governance) 4shiall 4aS sa Gililae Gty 2

.(Risk management, and control) 4@l 5 kil 3 503 5.3

s ALY Jadii 3 ,aY) A s e JAlAl giaall g o)) 90

Counsel engagement .(Counsel) 5 sisll. 1

Advisory engagement .(Advice) ixxaill5 2

Facilitation engagement .(Facilitation) sl 5 .3

GLEM , Training engagement .(Training) il 5 .4

((individual and organizational goals) dxeaiill s 453 il Calaa¥) Gdad s il (e (primary purpose) sl il
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GLEIM: In most organizations, the rapidly expanding scope of internal auditing responsibilities requires continual training.
What is the main purpose of such a training program?

A. To achieve both individual and organizational goals.

B. To help individuals to achieve personal career goals.

C. To comply with continuing education requirements of professional organizations.

D. To use slack periods in engagement scheduling.

Answer (A) is correct.

The primary purpose of training is so both individual and organizational goals can be achieved.
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GLEIM: Internal auditing is an assurance and consulting activity. An example of an assurance service is a(n)

A. Advisory engagement.

B. Facilitation engagement.

C. Training engagement.

D. Compliance engagement.

Answer (D) is correct.

According to The IIA Glossary, an assurance service is “an objective examination of evidence for the purpose of providing an
independent assessment of governance, risk management, and control processes for the organization. Examples may include
financial, performance, compliance, system security, and due diligence engagements.”
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: (INTERNAL AUDIT OPERATIONS) (13148} (38.5) cililes 1 Unit 1
.(Introduction to Internal Auditing) A3/l &8s b daxia 1
: (Reporting) £3u¥) .4

D Jsn DSl 3 Y Gulae a3y g Llall 3 )aY1 ) ol ad
.(Governance) 4 sall (1

.(Risk management) _hlaxll 3 )3 (2

.(Control) 41 (3

: Js~ (Periodic reports) 452 )& dlac) Ul oty

.(internal audit’s purpose) A31al GaxE e Rl 1
.(internal audit’s authority) s/l gaxl) dalu 2

.(internal audit’s responsibility) I3l @8l 43 g 5ue |3
.(internal audit’s performance) A3l @8l ¢la) 4

3 dae pall sas gl | 4 Al jall Bas g (8 Juadill (e e (udaall g Lidad) 3 lay) ) o plEsl) s J gl S
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ENGAGEMENT PLANNING

ENGAGEMENT STAFF
AND RESOURCES

@ www.accountingwithahmedsamir.com €) TWITTER.COM/AHMEDSAMIR6061 &8 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5
: (ENGAGEMENT STAFF AND RESOURCES) 2/ sall g Jand) (&3 2 .3

: (Performance Standard 2230 Engagement Resource Allocation) BLi_¥1 3 ) sa gauais 2230 s s
T et e 2Ly bl yY) Cilaal 383 (appropriate and sufficient resources) 4l s daliall o)) sall paad cplalall sl e cany
.(Nature and complexity of each engagement) bl )l JS 2atig danla 1

.(Time constraints) 4xe )l 25l 5 2

.(Available resources) 4=alidll 2 )l gall 5 2

: (Interpretation of Standard 2230) 2230 _bsall s

: (mix) z 3 S "Appropriate alall" xlaias

.(Knowledge) 48 =l .1

(Skills) &l jleall 5 .2

.(Other competencies) _a¥! ey 3

.(needed to perform the engagement) bl ¥ ¢1a¥ 4a 33U

Ao O dyigall Alally ol )Y Sl A 33U 3 ) gall dpeS ) s 4818

.(Quantity of resources needed to accomplish the engagement with due professional care)
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: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5
: (ENGAGEMENT STAFF AND RESOURCES) 2.} sall g Jasll (318 .3

: (Resources at the Engagement Level) £l Y1 (s giwa Ao 3 ) gall 1

(CAE) @83l sauaiill Lt )l Je Gl L. (internal auditors) gplalal cpadl e (responsibility) 4 ssae slaell 138 (i j
P sl Glall (sauil) G Hll (e Sl gsuse (a8 Al el

(internal audit activity) A3 @8xill Jalds 3 )a) 1

.(organizational independence) il JMEuY) 5 2

.(certain other matters) s_aY¥) )sa¥) (a5 .3

D aati (o Ll ¥ 3 ) se panadd i

.(The number and experience of staff) (niks gall 3 s 5 20 1

.(The knowledge, skills, and competencies of the staff) (pils sall Cleli€ 5 &l jlea 5 48 j2a 2
(Training needs) —uill Cilalial |3

.(Whether external resources are required) 4 slas dua Al 3 ) gall Cul 13 L 4

ol Y e oY & glaall <l el oSl Y o saliall o gida sal) S 1)
Ao sladl (5 AV Gl gl lgall 5 4 yrall ALl dpa Hladl 3 ) sall alasiul 8 &l udalall cpiiadl o cand
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: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5
: (ENGAGEMENT STAFF AND RESOURCES) 2.} sall g Jasll (318 .3

: (Audit Staff Schedules) (323! Al ga Jglaa 2

.(achieve effective use of time) <8 Ul Jladll aladin¥) gadanl gaxill als ge Jglas dlae) any
: e 2l (Audit teams) @8l 34 lial o
(Their knowledge) ¢4 )lx< .1

(Their skills) a3 Jlgas .2

.(Other competencies) ¢_aY! agilsiS 5 .3
.(to meet engagement objectives efficiently and effectively) ddlxd 5 3¢ 6 Lalis )Y alaal g8
.(any training opportunities also should be considered) «u_ i a_ s sle) o Wail ey

.(budgetary control) 4l sall 48 5 can Ul V) maes & 685 () o
N el ars

.(Project budgets) & s pall <l 3) 50 .1

.(Project schedules) g s ydall 4xia 3l Jglaall .2

PAREIIN

[ GLE|M oY) sl day & Bl Y1 3 se (e sl Apnliall Al ydll

.(appropriate phase for finalizing the engagement budget is after the preliminary survey)
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GLEIM:

The internal auditor-in-charge has just been informed of the next engagement, and the engagement team has been assigned.
Select the appropriate phase for finalizing the engagement budget.

A. During formulation of the long-range plan.

B. After the preliminary survey.

C. During the initial planning meeting.

D. After the completion of all field work.

Answer (B) is correct.

A survey permits an informed approach to planning and carrying out engagement work and is an effective tool for allocating
the internal audit activity’s resources where they can be used most effectively. Among other things, the results of the survey
should include preliminary estimates of time and resource requirements. Thus, after the preliminary survey has been
completed, the final engagement budget can be prepared.

A. An initial budget is determined during the formulation of the long-range plan, but revisions based on the preliminary
survey may be required.

C. At the initial planning meeting stage, the project is not sufficiently defined to complete the final budget.

D. After the completion of field work, the budget is no longer useful as a control and evaluation tool.
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: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5
: (ENGAGEMENT STAFF AND RESOURCES) 2.} sall g Jasll (318 .3

: (Audit Staff Schedules) (323! Al ga Jglaa 2

: 4 (carefully analyzing) &8y Jdaill JMA (e (Budgets) <l ) sall Blaidl o4

.(time spent in the prior year on the same engagement) bl ¥ (adi 8 ALl 4l 8 48la) &5 g3l d gl 1

.(time spent in the prior year on the a comparable engagement) 4i_laall Jild Lals 5l 8 A5l Al 8 48li) &5 Al < gl 5f 2
zesall 22y @l ) gall (Reevaluated) and sale) oy (LU pds Jass Al @i ) precisely the same Wl A&aia oy jlie 3 ga g a2al | 5o
ARY

D AN (paawl) s ) o 08

.(Reduces excessive budgets) 331 31 <l gall Julss |1

.(Increases insufficient budgets) &8Il e <l sall e 23 ) 2

.(Changes the scope of the engagements) <kl ¥ Ui s 5 .3

.(Adjustments and the reasons for them are documented) Ll s el 35 65 cangy LS

: bl )Y Cllead (Time budgets) daie i) Gl ) gall dlae) o5 W sale
.(Employee-hours) —ab sall Jae Cilelu 1

(Employee-days) ik sall Jac oL i .2

(8 gl 3 la) A BacLusall A g8ae ST 8 ol ) pass glac) o5
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: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5
: (ENGAGEMENT STAFF AND RESOURCES) 2.} sall g Jasll (318 .3

: (Audit Staff Schedules) (323! Al ga Jglaa 2

.(level higher than the engagement supervisor) B Y1 <a yia (e el 5 sina o Lale 4880 gall 5 4531 gall SO 0y any (3
Dok e daaal) cililla et o cang

.(The operational activities to be reviewed) lizal ye iy ) Apleiiil) daisy) 1

.(The activities actually being performed) Jzills i 23y Al dada¥) 2

.(The employee-days or hours attributable to the difference) Gall ) 4 swiall Cabs gall Sl sl 213

: (Monitoring) 48 e zews

(Time budgets) <t ) sl 1

(Time schedules) e )l Jslaall .2

D ANl il s

(Control projects) gl & oSaill 1

.(Avoid overruns) <) sladll criad g 2

: ;o s (Periodic time sheets) 490 43ia ) Jglas anaihy (s gal) Gl 98810 o 64
(Time spent) e3lal &3 (o) 85l 1

.(Status of the job) 4&da sl s 5 2
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ENGAGEMENT PLANNING

ENGAGEMENT
OBIJECTIVES, SCOPE, AND
CRITERIA
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: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5

: (ENGAGEMENT OBJECTIVES, SCOPE, AND CRITERIA) 5Lt ¥1 julaa g (ilai g cilaai 2
: (Engagement Objectives) bls ¥ cilal 1

; JLaiS) amy

.(Preliminary survey) ls¥) zall 1

.(Risk assessment) hliall avsiy 2

.(Establish objectives) <alaa ¥ ¢ salalall () ssbaall sasy

- alaY) (explain) peas O i

.(Reasons the activity is being audited) Llill 38355 clad 1

.(Scope of the engagement) &L )Y 3Uaig 2

.(Assurances to be provided) e cany il ilaslill 5 3
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: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5
: (ENGAGEMENT OBJECTIVES, SCOPE, AND CRITERIA) 5L ¥) yulaag (3laig Cilaai 2

: (Engagement Objectives) bls ¥ cilal 1

(Performance Standard 2210 Engagement Objectives) bLi_¥) cilal 2210 s jlaa
.(Objectives must be established for each engagement) bl )l J<I Calaa ¥l paat s

- LM.SJY\ alaa

"5 guaiall Jalgi ;¥ <l lad) 203 il g g slalall ¢ giaad) Lgania g dad 5 g juai”
broad statements developed by internal auditors that define intended engagement accomplishments
(I1A Glossary)

.. (assurance engagements) St clals 5 Calaal (S ol casy
Aaa yall a8 Lalially dlall ¢ty lalaall 1Y) apiil) il
.preliminary assessment of risks relevant to the activity under review
. U= S (consulting engagements) 4 Laiud) clals ¥ calaal 5l of cangy Jiaall
.(Governance) 4S5l 1
.(Risk management) _hlaall 3 sl 2
.(Control processes) 4 )l llee 5.3
.(extent agreed upon with the client) Jw=ll ae 4ale g8l asl) )
s Ll )Y Calaal |G 2210 (8 @laliY) (e 2 e s Al
A8 5 shalaall jlasl) cily gl s oY) Cle ) ja) aasd 8 aelus Calaal) (1
Azal yall 28 dlead) ) dikaially dliall il Baasal) dpn N Hllaall ) sale Calaal) axius (2
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: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5
: (ENGAGEMENT OBJECTIVES, SCOPE, AND CRITERIA) 5L ¥) yulaag (3laig Cilaai 2
: (Engagement Objectives) bls ¥ cilal 1

(Performance Standard 2210 Engagement Objectives) bLi_¥) cilal 2210 s jlaa
.(Objectives must be established for each engagement) bl )l J<I Calaa ¥l paat s

&) (Preliminary objectives) algall 41 Y1 Calaa¥) it a8

.(the plan of engagements) <l j¥1 adad 1

.(prior results) 4l il 2

.(stakeholder feedback) Aalaall cilaal cillaadle 3

.(the auditee’s mission, vision, and objectives) ledlaal s iy 5 5 48,1 dauzalal) dgall Lils ) 4

Aol pall 5 HhalAl 8 la) 5 A 1 dacalal) Agall A san Adlaidl) (Risk assessment exercises) shliall audi Sy jai ¢l ja) g

(Implementation Standard 2210.A2) 2210.A2 Ll jlaas

. (Probability of) &:sas dddlaial jlic W) & ¢ salalall o saal) 3ah o) s
[(Significant errors) s_»S ¢Uaal 1

(Fraud) Jduials .2

.(Noncompliance) J&i¥) axe 5.3

.(Other exposures) _hlaal 5 A cilia il 5 4

GLEM

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

GLEIM:

Which of the following is not an engagement objective related to the purchasing function?

A. Determine whether purchases eligible for competitive bids are properly reviewed and authorized.

B. Run background checks on unauthorized vendors.

C. Determine whether receiving reports are independently verified.

D. Determine whether goods received are properly reflected in purchasing records.

Answer (B) is correct.

Engagement objectives are “broad statements developed by internal auditors that define intended engagement accomplishments” (The IIA
Glossary). Thus, engagement objectives may be stated in various ways, but it should be clear what assurance is provided. Running background
checks is an engagement procedure, not an engagement objective. The related objective is to determine whether vendors are authorized in
accordance with management criteria.

A. Determining whether purchases eligible for competitive bids are reviewed and authorized is an engagement objective.

C. Determining whether receiving reports are independently verified is an engagement objective.
D. Determining whether goods received are properly reflected in purchasing records is an engagement objective.
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GLEIM:

Which of the following is not likely to be an assurance engagement objective related to auditing governance activities?

A. Determine customer satisfaction with shareholder communications.

B. Determine the operating effectiveness of the whistleblower process.

C. Evaluate the design adequacy of board education and training.

D. Assess compliance with ethics policies.

Answer (A) is correct.

According to The IIA Glossary, engagement objectives are broad statements developed by internal auditors that define intended engagement
accomplishments. Also, an assurance service provides an independent assessment of governance, risk management, and control processes.
But an evaluation of customer satisfaction is provided by a consulting service.

B. Determining the operating effectiveness of the whistleblower process is an engagement objective related to governance activities.

C. Evaluating the design adequacy of board education and training is an assurance engagement objective related to governance activities.
D. Assessing compliance with ethics policies is an assurance engagement objective related to governance activities.
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: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5
: (ENGAGEMENT OBJECTIVES, SCOPE, AND CRITERIA) 5L ¥) yulaag (3laig Cilaai 2

: (Engagement Scope) LL3 Y (glai 2

.(Engagement scope) Bl ;¥ 3lai ¢y salalall ) ssaall sasy Hhlad) e diadll Calaa ) aa s aa
(Performance Standard 2220 Engagement Scope) Ll ¥ (3Uai 2220 s1¥) jlza
.(The established scope must be sufficient to achieve the objectives of the engagement.) Ll )Y calaal (3aaanl GAIS saaall (3Uaill o 6 o) g

Ol () gEaall Lghana Jenss (Al 3 gaal) Uil dasy bl y¥) Jaylads |G 2200 - i

» s yY) el 1G 2220 (A SalE Y (e 2 e e 6 R
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P Ll Y Gl st die AT sel G e L AN Jal gl Sl W) b ale JS o salalall ¢ siaall 33l (2

.(The boundaries, subprocesses, and components of the area or process under review) daal yall 38 dileadl i dikhiall i Sa g dpe 3l Cililaad) 5 3 5aal 1
.(In-scope versus out-of-scope locations) 3Uaill z & Jildae @Uaill Jals oSl 2

(Time frame) s} JaY) .3
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.(Relevant records) alall &3 &aully 2
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.(Relevant physical properties) dlall <l dalall CilSbiad) 5 4
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GLEIM:

During an assessment of the risk associated with sales contracts and related commissions, which of the following factors would most likely
result in an expansion of the engagement scope?

A. An increase in product sales, along with an increase in commissions.

B. An increase in sales returns, along with an increase in commissions.

C. A decrease in sales commissions, along with a decrease in product sales.

D. A decrease in sales returns, along with an increase in product sales.

Answer (B) is correct.

Commissions for sales personnel normally move in direct proportion to net sales. If returns are increasing, commissions should be decreasing.
If the opposite is the case, internal audit should explore the matter.

A. An increase in sales would normally be accompanied by an increase in commissions
C. A decrease in commissions would normally be accompanied by a decrease in sales.

D. A decrease in returns is not necessarily incompatible with an increase in sales. For instance, the entity’s products may have recently
improved in quality.
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GLEIM:

Scope statements for assurance engagements may include which of the following?
1. Boundaries of the process

2. Areas that are within the scope and those that are excluded

3. Time frame limitations

4. Final report distribution

A.1 and 2 only.
B.2 and 3 only.
C.1, 2, and 3 only.
D.1, 2, and 4 only.

Answer (C) is correct.
Audit scope statements (1) describe the limits of the engagement, (2) identify activities to be reviewed and any related activities that are
excluded, and (3) specify a time frame for completion.

A. Audit scope statements include time limitations.

B. Audit scope statements also include the limits of the engagement.
D. Audit scope statements do not include final report distribution.
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: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5
: (ENGAGEMENT OBJECTIVES, SCOPE, AND CRITERIA) 5L ¥) yulaag (3laig Cilaai 2

: (Engagement Criteria) &Y julea |3

.(Criteria are needed to evaluate the area or process under review) zal_yall 28 4leall f dakaiall aniil 4 gllae bl
(Implementation Standard 2210.A3) 2210.A3 Ldill jLaa
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.(Governance) 4S5l 1
.(Risk management) _hlaall 3 sl 2
.(Controls) 4,1 5 .3
o= oY) Gdaa gl /53 00Y) Al s (e Gsalalall g siaall S o e
Catiag 3 el 5 Calaaly) cuilS 1) Le ppaat] dunlie jules auiag

.established adequate criteria to determine whether objectives and goals have been accomplished
anii A ulaall 038 aladiul Guldlal) Giaall Jle Gy Galia @lld oIS 13
B Galaa sl /95,02y e 488l JOA (e anliall andill Hules 20a8 agale Candd S e G Al G g@aal) IS 1Y)

D S8
(Acceptable industry standards) 4 siéall Acliall julaa 1
.(standards developed by professions or associations) <baeall 5l eall LSy s Al Huledll 5 2

(standards in law and government regulations) 4 sSall =il slll 5 & ilall & juladls 3
.(other sound business practices) deladl &y laill Sl jleaall e b e 5 4

.(appropriate criteria) 4sslia julaa dile jial
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GLEIM:

In evaluating the effectiveness and efficiency with which resources are employed, an internal auditor is responsible for

A. Determining the extent to which adequate operating criteria have been established.

B. Verifying the existence of assets.

C. Reviewing the reliability of operating information.

D. Verifying the accuracy of asset valuation.

Answer (A) is correct.

Internal auditors must ascertain the extent to which management has established adequate criteria to determine whether objectives and
goals have been accomplished (Impl. Std. 2210.A3).

B. Verifying existence relates to the safeguarding of assets.

C. The reliability of operating information concerns the reliability and integrity of information.
D. Verifying the accuracy of asset valuation concerns the reliability and integrity of information.
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GLEIM:

Before an assurance engagement can be performed, the auditor must identify appropriate criteria. The sources of such criteria are least likely
to include

A. Benchmarks for the leading firms in the industry.

B. Best practices for another industry.

C. Historical cost information for the processes examined.

D. Government regulations for the industry.

Answer (B) is correct.

Acceptable industry standards, standards developed by professions or associations, standards in law and government regulations, and other
sound business practices are usually deemed to be appropriate criteria.

A. Benchmarks for the leading firms in the industry are more likely to provide adequate criteria than those for firms in an unrelated industry.

C. Historical cost information for the processes examined is clearly relevant if they have not changed materially.
D. Government regulations for the industry must be followed.
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GLEIM:

Internal auditors need to determine the extent to which management has established adequate control criteria. For this purpose, which of
the following actions may be appropriate?

1. Determining whether objectives have been accomplished

2. Using management’s adequate control criteria in their evaluation

3. Working with management to develop appropriate control evaluation criteria

A.1 only.

B.1 and 2 only.

C.1, 2, and 3.

D.2 only.

Answer (C) is correct.

“Adequate criteria are needed to evaluate controls. Internal auditors must ascertain the extent to which management has established
adequate criteria to determine whether objectives and goals have been accomplished. If adequate, internal auditors must use such criteria in

their evaluation. If inadequate, internal auditors must identify appropriate evaluation criteria through discussion with management and/or
the board” (Impl. Std. 2210.A3).

A. The internal auditors also may take the actions described in statements 2 and 3.
B. The internal auditors also may take the action described in statement 3.
D. The internal auditors also may take the actions described in statements 1 and 3.
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ENGAGEMENT PLANNING

ENGAGEMENT
PLANNING AND RISK
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: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5

: (ENGAGEMENT PLANNING AND RISK ASSESSMENT) _hliall anit g Jals ) Jahads 4

: (Engagements) <thls Y1 1

.. s (engagement) bls Y

: Jis (specific internal audit assignment, task, or review activity) azal y Ll sl ¢ Ll ) ¢ 8aasa Al (3835 Ll )
(internal audit) sl Gaxl 1

.(control self-assessment review) 4 11 S an@il) daal ja o) 2

.(fraud examination) Juia¥) asé 4 3

.(consultancy) <l iy i 4
(1A Glossary) .(specific set of related objectives) dlall 13 CalY) (e Badas de sana (@8ail decan Badele Adadil ) Jali ) Lol )Y (panals 38
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: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5
: (ENGAGEMENT PLANNING AND RISK ASSESSMENT) _hliall anit g Jals ) Jahads 4
: (Engagements) <thls Y1 1

: (Performance Standard 2200 Engagement Planning) LY Jauhais 2200 £14Y1 jlaa
s omdalal)l asdadl e sy

.(Develop a plan for each engagement) bls )l Jd ddad j glat 1

(Document a plan for each engagement) bals ) JS1 das 6555 2

ey Al

.(Engagement’s objectives) Ll V! alai 1

.(Engagement’s scope) ki ¥l gl 2

.(Engagement’s timing) bl ¥ cué &5 3

Resources needed to complete the engagement .(Engagement’s resource allocations) Ll y¥) 2 )l s Clanads 4
. J\Afr—‘ﬂ\ ‘_QA.EAJ\ Al Qi GENT)

.(Organization’s strategies, objectives) ledlaal s Lalaiall Ciliagil jiul 1

.(Risks relevant to the engagement) bls YL dlall &l la Hlaliay 2

: G55 (planning memo) Lahad 5 )S3 i o ¢ saddlall o g8l o 58y 28

.(Engagement objectives, scope, risk assessment) shalaall awi g Ll g Lol ;¥) Calaal 1
.(Prioritized areas for testing) _JLiadl 4,51 s¥) ld WYl 5 2

.(Approved audit work program) ixall G823 Jae el p15 .3
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GLEIM:

Documentation required to plan an internal audit engagement includes information that

A. Resources needed to complete the engagement were considered.

B. Planned engagement work will be completed on a timely basis.

C. Intended engagement observations have been clearly identified.

D. Internal audit activity resources are efficiently and effectively employed.

Answer (A) is correct.

Internal auditors must develop and document a plan for each engagement, including the engagement’s objectives, scope, timing, and
resource allocations (Perf. Std. 2200).

B. Whether the planned work will actually be completed on time cannot be known in the planning phase.

C. Observations are what is actually found by performing procedures. Auditors must not anticipate the results of the work. To do so indicates a
lack of objectivity.

D. Documenting the economic and efficient use of resources can be done only upon completion of the engagement.
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: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5

: (ENGAGEMENT PLANNING AND RISK ASSESSMENT) _hliall anit g Jals ) Jahads 4

: (Engagements) <thls Y1 1

: (Performance Standard 2201 Planning Considerations) Jashaiill < jlis) 2201 £13¥) bz

Dot Lesled e cpdalall adiadd) e cang dals )3 Jagladdl) die

a0l i) g ald 5 ) il gl dlira) e o (o301 Lalil) Calaal g clpas) jiul @

.(The strategies and objectives of the activity being reviewed and the means by which the activity controls its performance)

J stia (5 siue die hlaall Jaisall il olay) LA e oy ) Jilis 1) 5 Al g 00 )) g0 g Jaliil) Calaal e 3 50S)) ksl @

.(The significant risks to the activity’s objectives, resources, and operations and the means by which the potential impact of risk is kept to an acceptable level)
Alall (63 z3saill 5l Jaadl Haly 45 e 481 jall Gllae 5 shalaall 5 5)a) 5 Jalill S g Alled s LS 520 @

.(The adequacy and effectiveness of the activity’s governance, risk management, and control processes compared to a relevant framework or model)
2.3\3)5\U_a\,glch)L&A\BJ\AbLLﬁd\Z\ASPGJsB)ﬁSQMdﬁjua)é0

.(The opportunities for making significant improvements to the activity’s governance, risk management, and control processes)
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GLEIM:

An external consultant is developing methods for the management of a city’s capital facilities. An appropriate scope of an engagement to
evaluate the consultant’s product is to

A. Review the consultant’s contract to determine its propriety.

B. Establish the parameters of the value of the items being managed and controlled.

C. Determine the adequacy of the risk management and control systems for the management of capital facilities.

D. Review the handling of idle equipment.

Answer (C) is correct.

“In planning the engagement, internal auditors must consider:

The strategies and objectives of the activity being reviewed and the means by which the activity controls its performance.

The significant risks to the activity’s objectives, resources, and operations and the means by which the potential impact of risk is kept to an
acceptable level.

The adequacy and effectiveness of the activity’s governance, risk management, and control processes compared to a relevant framework or
model.

The opportunities for making significant improvements to the activity’s governance, risk management, and control processes” (Perf. Std.
2201).

A. The review of the consultant’s contract to determine its propriety is related to the procurement decision.

B. The establishment of parameters for values of items being managed and controlled is a management responsibility.
D. Management must determine policies regarding idle equipment. Some equipment may be retained for emergency use.
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GLEIM:

Which of the following factors should an internal auditor consider when planning an audit of an activity?

A. The objectives of the activity, the number of employees involved, and the control system.

B. The qualifications of management, the significant risks, and the control system.

C. The objectives of the activity, the significant risks, and the control system.

D. The number of employees involved, the control system, and the recommendations of external auditors.

Answer (C) is correct.

According to Perf. Std. 2201, Planning Considerations, the factors internal auditors must consider when planning an audit of an activity include
(1) the strategies and objectives of the activity; (2) the significant risks to objectives, resources, and operations; and (3) the means by which
the activity is managing those risks (governance, risk management, and control processes).

A. The Standards do not require internal auditors to consider the number of employees involved.

B. The Standards do not require internal auditors to consider the qualifications of management.
D. The Standards do not require internal auditors to consider the number of employees involved or the recommendations of external auditors.
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: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5
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: (Engagement Planning) L U Jadadsl) 2
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: (ENGAGEMENT PLANNING) kb S Jaadllf 1 Unit 5
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: (Engagement Planning) L U Jadadsl) 2
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GLEIM:

As part of planning an engagement, the internal auditor in charge does all of the following except
A. Determine the period covered.

B. Conduct meetings with management responsible for the activity under review.

C. Distribute reports from meetings with management.

D. Determine to whom engagement results will be communicated.

Answer (D) is correct.

The CAE determines how, when, and to whom engagement results will be communicated.

A. The internal auditor determines engagement requirements not determined by the CAE. The internal auditor’s determinations include the
period covered, estimated completion dates, and the final engagement communication format.

B. The internal auditor informs those in management who need to know about the engagement and conducts meetings with management
responsible for the activity under review.

C. The internal auditor conducts meetings with management responsible for the activity under review, summarizes and distributes the
discussions and any conclusions reached from the meetings, and retains the documentation in the engagement workpapers.
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. Jal O« .. pre-engagement meeting .. (Survey) gese ¢l sl ¢ sadalall o saall o iy 28

LY e 58 il 3t i s 4815 hlaaly At e il (1)

.(become familiar with activities, risks, and controls for the purpose of identifying areas for engagement emphasis)
.(invite comments and suggestions from stakeholders) Aalaall Cilaial (pe cilal JB8Y) 5 cladaill ani s (2)
o Lo el G S (e

.(Input from stakeholders) 4aladl Claial (1 A (1

.(analytical procedures) 4:lias &ilel ja) (2

Y Juadilly ie ¢uaall Sl Ca s (Questionnaires) <l (

EaY Juadilly ie ¢l Sl Ca s (Interviews) <bladl (

Y Jaaiilly ie Euaall Sl Cagu (Observations) <ldas3ll (

.(Prior audit reports and other relevant documentation) ilall <3 (s AN 3 gl g Al sl )\ (
EaY Juasilly Lie ¢aaall Sl Ca s (Process mapping) delesd) Jagdass (

.(Checklists) xal yall a3 48 (

ONO O bW

GLEM

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

GLEIM:

Which of the following is least likely to be placed on the agenda for discussion at a pre-engagement meeting?

A. Objectives and scope of the engagement.

B. Client personnel needed.

C. Sampling plan and key criteria.

D. Expected starting and completion dates.

Answer (C) is correct.

Possible objectives and scope for the engagement, the client personnel to whom the auditors need access, and the expected
start and completion dates for the engagement are all appropriate matters for discussion at a pre-engagement meeting. The
sampling plan cannot be drafted until risk is assessed and the engagement objectives are set.

A. Topics of discussion may include planned objectives and scope of work.

B. Topics of discussion may include resources needed.
D. Topics of discussion may include the timing of the work.
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GLEIM:

In planning an assurance engagement, a survey could assist with all of the following except

A. Obtaining engagement client comments and suggestions on control problems.

B. Obtaining preliminary information on controls.

C. Identifying areas for engagement emphasis.

D. Evaluating the adequacy and effectiveness of controls.

Answer (D) is correct.

Internal auditors may perform a survey to (1) become familiar with activities, risks, and controls to identify areas for engagement emphasis and

(2) invite comments and suggestions from stakeholders. A survey is not sufficient for evaluating the adequacy and effectiveness of controls.
Evaluation requires testing.

A. A survey could assist with obtaining client comments and suggestions on control problems.

B. A survey could assist with obtaining preliminary information on controls.
C. A survey could assist with obtaining preliminary information on controls.
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GLEIM:

Which of the following best describes a preliminary survey?

A. A standardized questionnaire used to obtain an understanding of management objectives.

B. A statistical sample of key employee attitudes, skills, and knowledge.

C. A “walk-through” of the financial control system to identify risks and the controls that can address those risks.
D. A process used to become familiar with activities and risks to identify areas for engagement emphasis.
Answer (D) is correct.

Internal auditors may perform a survey to (1) become familiar with the activities, risks, and controls to identify areas for engagement emphasis
and (2) invite comments and suggestions from stakeholders.

A. A preliminary survey covers many areas besides management objectives.

B. A preliminary survey normally does not include statistical sampling.
C. A walk-through of controls is only one possible component of a preliminary survey.
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GLEIM:

The audit committee has raised a few issues that the internal audit activity will examine during an operational audit for the current year. When
performing the preliminary survey, which of the following is not an appropriate technique?

A. Performing interviews.

B. Developing questionnaires.

C. Determining the largest risk of financial statement misstatement.

D. All of the answers are appropriate techniques.

Answer (C) is correct.

Determining potential misstatements is not the objective of an operational audit. Additionally, a final risk analysis is developed at a later time in
the audit, not during the preliminary survey. A preliminary risk assessment is appropriate during this stage.

A. Performing interviews allows the auditor to explore objectives, goals, and standards of operation, along with risks. The interview also allows
the auditor to gain insights into management’s style.

B. Questionnaires can trigger appropriate preparation for the auditor’s arrival as well as give the auditor insight into the organization’s
operations.

D. The development and use of risk analysis to determine the largest risk of misstatement is not an appropriate preliminary survey technique.
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GLEIM:

Checklists used to assess risk have been criticized for all of the following reasons except

A. Providing a false sense of security that all relevant factors are addressed.

B. Inappropriately implying equal weight to each item on the checklist.

C. Decreasing the uniformity of data acquisition.

D. Being incapable of translating the experience or sound reasoning intended to be captured by each item on the checklist.
Answer (C) is correct.

Checklists increase the uniformity of data acquisition. They ensure that a standard approach to assessing risk is taken and minimize the
possibility of omitting consideration of factors that can be anticipated.

A. A checklist may omit factors the importance of which could not be foreseen.

B. Each item will not be of equal significance.
D. A checklist does not substitute for the sound professional judgment needed to understand the process of assessing risk.
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CIA

PART 2

Practice of Internal Auditing

UNIT 4
THE INTERNAL AUDIT PLAN

Accounting with ahmed samir
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Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV
ENGAGEMENT PLANNING

Unit VI

INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII

ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit IV

THE INTERNAL AUDIT PLAN

COMMUNICATING AND
REPORTING TO SENIOR
MANAGEMENT AND THE
BOARD
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GLEIM:

Who reviews and approves a summary of the internal audit plan?

A. Senior management and the board.

B. The audit committee and the board.

C. Senior management only.

D. The chief audit executive (CAE) only.

Answer (A) is correct.

According to Perf. Std. 2020, senior management and the board review and approve the internal audit plan.

B. The CAE also submits the internal audit plan to senior management.

C. The CAE also submits the internal audit plan to the board.
D. The audit plan is submitted to senior management and the board.
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GLEIM:

Which of the following is an appropriate responsibility of the board?

A. Performing a review of the procurement function of the organization.

B. Reviewing the internal audit activity’s engagement work schedule submitted by the chief audit executive.

C. Reviewing the engagement records of the public accounting firm to determine the firm’s competence.

D. Recommending the assignment of specific internal audit staff members for specific engagements.

Answer (B) is correct.

The CAE must communicate the internal audit activity’s plans and resource requirements, including significant interim
changes, to senior management and the board for review and approval (Perf. Std. 2020).

A. Reviewing the procurement function of the organization requires detailed technical ability.

C. The board will not likely have access to the public accounting firm’s engagement reports.
D. Specific assignments should be made by internal audit activity management.
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GLEIM:

If the annual audit plan does not allow for adequate review of compliance with all material regulations affecting the company,
the internal audit activity should:

A. Ensure that the board of directors and senior management are aware of the limitation.

B. Include a memo with the audit planning file listing the reasons for the lack of coverage.

C. Document that regulations not included will be reviewed in the subsequent year.

D. Decrease the scope of operational and financial audits to make additional audit time available.

Answer (A) is correct.

The CAE must communicate the internal audit activity’s plans and resource requirements, including limitations, to senior
management and the board for review and approval.

B. The knowledge of incomplete audit coverage should not be limited to the internal audit activity.

C. Compliance with material regulations may need to be reviewed at least on an annual basis.

D. Audit coverage in other areas should not be automatically reduced. The internal audit activity may require additional
resources to provide adequate coverage of risks.
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GLEIM:

All of the following are required communications by the chief audit executive (CAE) to senior management and the board
except

A. Results of analysis into staffing needs.

B. Significant interim changes in plans and resources.

C. Effects of any resource limitations.

D. The internal audit activity’s plans and resource requirements.

Answer (A) is correct.

The CAE must communicate the internal audit activity’s plans and resource requirements, including significant interim
changes, to senior management and the board for review and approval. The CAE also must communicate the effects of
resource limitations. The CAE is not required to report the results of an analysis of staffing needs.

B. The CAE must communicate significant interim changes in plans to senior management and the board.
C. The CAE must communicate the effects of resource limitations to senior management and the board.

D. The CAE must communicate the internal audit activity’s plans and resource requirements to senior management and the
board.
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GLEIM:

A chief audit executive’s performance report should

A. List the material engagement observations of major engagements.

B. List uncorrected reported conditions.

C. Report the weekly activities of the individual internal auditors.

D. Compare engagements completed with engagements planned.

Answer (D) is correct.

The CAE must report periodically to senior management and the board on the internal audit activity’s purpose, authority,
responsibility, and performance relative to its plan and on conformance with the Code of Ethics and the Standards (Perf. Std.
2060). Therefore, the performance report should compare engagements completed with engagements planned.

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

: (THE INTERNAL AUDIT PLAN) A3 3851 4ol 1 Unit 4
: (COMMUNICATING AND REPORTING TO SENIOR MANAGEMENT AND THE BOARD) (adaall g Llal) 501 ) o 831 a9 Juaty) 3
: (The CAE’s Duty to Report) £33 (& (38l g L85 (il ualy .3

.(Reporting to Senior Management and the Board) &)Y salaa s Wlall 3 Y1 ) 5 )l o8 |G 2060 (A& Il Y (e 2 s 65 o3
Jilsa 6 1 b Le Jm 5aY) daa s Llall 510y ) e slecal) Jaa 55 (CAE) 8oill 538 a5l (pe el ke

.(Results of audit engagements) @331 alga =il (4
(Results of the quality assurance and improvement program) Csasill g 83 sall Glaa zali p z3U (5
) 5 HUEMAY) A 500 pa (35 AR gl Talss 1S3 Le Jsn LAl Banaie

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

: (THE INTERNAL AUDIT PLAN) A3 3851 4ol 1 Unit 4
: (COMMUNICATING AND REPORTING TO SENIOR MANAGEMENT AND THE BOARD) (adaall g Llal) 501 ) o 831 a9 Juaty) 3
: (The CAE’s Duty to Report) £33 (& (38l g L85 (il ualy .3

.(Reporting to Senior Management and the Board) s_a¥) (alaa s Llall 3 1aY1 ) 5 )&l 8 5 |G 2060 (A& Il Y (e 2 b 65 o3
Jilsa 6 1 b Le Jm 5aY) daa s Llall 510y ) e slecal) Jaa 55 (CAE) 8oill 538 a5l (pe el ke

L e S (6

.(Significant risk and control issues) 4 sall L&l 5 jlalaall Llzad 4

.(management’s acceptance of risk) shlaall 3 oY) J s s 2

: 1 (unacceptable exposure) Jsiall ne (ajaill )48 1 Lliad 9 3 Sl Hhalaall (i il (g2 28
.(Internal risks) alalall Hhlaall 1

.(External risks) dxa lall Hhladll s 2

ey Al

.(Control weaknesses) 4@ 1| & Caxiall Lalas |

(Fraud) Juwia¥iy

(lllegal acts) 4 s\al) je Jadl¥l s

{(Errors) ¢laa¥! s

(Inefficiency) el aae

.(Waste) Ll s .

(Ineffectiveness) 4l sxe 5

.(Conflicts of interest) zlbadl 2 jlxiy

.(flnancial viability) 4l s saall

@ www.accountingwithahmedsamir.com €2 TWITTER.COM/AHMEDSAMIR6061 8 WHATSAPP : +966549069839

©CoONOOLPE WN -~



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

: (THE INTERNAL AUDIT PLAN) A3 3851 4ol 1 Unit 4
: (COMMUNICATING AND REPORTING TO SENIOR MANAGEMENT AND THE BOARD) (adaall g Llal) 501 ) o 831 a9 Juaty) 3
: (The CAE’s Duty to Report) £33 (& (38l g L85 (il ualy .3

.(Reporting to Senior Management and the Board) 2! alaa g Llall 3 oY) )y )il 28 5 |G 2060 (4 CIabi )Y (e 2 je b 6 2
Flaa 6 : L e s 3 laY) Galaa s Llall 3 )laY) ) Cile slaall Jaa 55 (CAE) @833l (52858 () (o placall allas

L e S (6

.(Significant risk and control issues) 4 sall L&l 5 jlalaall Llzad 4

.(management’s acceptance of risk) shlaall 3 la¥) Jsd g 2

.(determine the responses to significant issues) dalgll Llzadl e 25351 Galaall 5 Llall 3 50y dass

: caw (not correcting the reported condition) lie il Al st aae jlalia ¢ slaatiy 8

.(Cost) 4alsall 1

.(Other considerations) s_al <l jlicl 5 2

I GE by ) gl Ll e alaiall il L 55101 Gulaa ¢ 30 Wlall 3 laY1 e

el 55101 e e ABlie 38l ) e ) e iny ¢ Al giie e lalie il Llall 55101 o sl sanll st ) Siiay Letic
D Al 2wl L )l e sy

.(Understand management’s basis for the decision) ) _all 5 )l3Y) (ulusl agd .

.(Identify the cause of any disagreement) i s} s paa |

.(Determine whether management has the authority to accept the risk) Jaliall J gal dalall Lol 3 laY) CulS 13) Lo paas
.(Preferably resolve the disagreement) Jaia s e DAl Ja s,

B~ WON -

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

: (THE INTERNAL AUDIT PLAN) A3 3851 4ol 1 Unit 4
: (COMMUNICATING AND REPORTING TO SENIOR MANAGEMENT AND THE BOARD) c-aall g Lilad) 3 0ay) A} s &S asadt g JLay) |3
: (The CAE’s Duty to Report) £33 2 (g84l o 0dil il oy .3

.(Reporting to Senior Management and the Board) s_a¥) (alaa s Llall 3 1aY1 ) 5 )&l 8 5 |G 2060 (A& Il Y (e 2 b 65 o3
Jiluus 6 1 L Lo Jsn 50y Galaa s Llell 5099 L) il sledd) Jacm 53 (CAE) Gll (5285 Gt 5l (el e

L e S (6

.(Significant risk and control issues) 4 sall L&l 5 jlalaall Llzad 4

.(management’s acceptance of risk) shlaall 3 oY) J s s 2

By Galase 30 gaBall gadnl) Lt N e sy (cannot agree) WY e Wlall 5 laY) 5 (@aill (g2aiil) Gyl Sy & 13)

.(jointly present their positions) <l yilie JS& agdita ) ga g o) 3101 5 (383l g2l Lt Y Je gy Sl )

Lcualiall a8 ol s (External auditors) O AT sl e ALy el Llad 4380 s il ga8aill Lfﬂgsaﬂ\ o ) e

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

: (THE INTERNAL AUDIT PLAN) Aalall 5843 4 : Unit 4

: (COMMUNICATING AND REPORTING TO SENIOR MANAGEMENT AND THE BOARD) (slaall g Llad) 3001 ) 83 agali g Jlai¥) 3

: (The CAFE’s Duty to Report) £33Y) 2 (&850 88l (i )l aly .3

.(before presenting it to the board) 3_3¥) (ulas e da je J8 Llall 3 0] xa a8l il gine A58 5 48 HLia 3Bl (o2astl) ut HT ) g
: 1 (overall effectiveness) dalall ddladll ey )& 383500 (2858l il Yl pay

.(internal control processes) 4ulalall 4,6 5l cillee 1

.(risk management processes) il 5 )l cllee 5.2

D Azl

.(Senior management) Wl 5 512y 1

(The board) 5_l2Y¥) (udaay .2

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

Comment Share

@ www.accountingwithahmedsamir.com €) TWITTER.COM/AHMEDSAMIR6061 &8 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

CIA

PART 2
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Unit IV

THE INTERNAL AUDIT PLAN

MODELING
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: (AICPA Audit Risk Model) ¢raizall (i g3l Cppalaall S 1Y) sgaal) (3825 jhlia 7] gai 2
: (Overview) el .1
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Audit risk = Risk of material misstatement x Detection risk sl i x Lﬁ)“)%j\ Capoadll Hlalae = Gaxll jllas
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G ST K
LEIM (Inherent risk) 4\l Hlalaall 1
.(control risk) 4l hliay 2
(independently of the engagement) dugall (e Jitua JSG
(cannot be changed by the auditor) @@l J8 (e la s (S Y g
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GLEIM:

Inherent risk and control risk differ from detection risk in that they

A. Arise from the misapplication of engagement procedures.

B. May be assessed in either quantitative or nonquantitative terms.

C. Exist independently of the audit engagement.

D. Can be changed at the auditor’s discretion.

Answer (C) is correct.

Inherent risk and control risk exist independently of the engagement and cannot be changed by the auditor, only assessed.
Detection risk is set by the auditor in response to his or her assessment of inherent and control risk.

A. The misapplication of engagement procedures may affect detection risk but is independent of inherent and control risk.

B. All three components of audit risk may be assessed either quantitatively or non quantitatively.
D. Inherent risk and control risk must be assessed by the auditor, who then sets detection risk in response.
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GLEIM:

Inherent risk and control risk differ from detection risk in that inherent risk and control risk are

A. Elements of audit risk, whereas detection risk is not.

B. Changed at the auditor’s discretion, whereas detection risk is not.

C. Considered only for entity as a whole, not for each engagement.

D. Functions of the client and its environment, whereas detection risk is not.

Answer (D) is correct.

Detection risk is a function of the effectiveness of an engagement procedure and of its application by an auditor and can be
changed at his or her discretion. Inherent risk and control risk differ from detection risk in that they exist independently of the
engagement. They are functions of the client’s line of business and system of internal control.

A. Detection risk is also a component of audit risk.

B. Inherent risk and control risk are assessed by the auditor, but only detection risk can be changed at his or her discretion.
C. Audit risk is assessed at the engagement level.
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Auditor expresses an inappropriate opinion on materially misstated financial statements
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GLEIM:

In the AICPA’s audit risk model, the risk that an auditor will express an inappropriate audit opinion when the financial
statements are materially misstated is

A. Audit risk.

B. Inherent risk.

C. Control risk.

D. Detection risk.

Answer (A) is correct.

Audit risk is “the risk that the auditor expresses an inappropriate audit opinion when the financial statements are materially
misstated.” In the internal audit context, audit risk is the risk that the auditor will provide senior management and the board
with inaccurate or incomplete information about governance, risk management, or control.

B. Inherent risk is the susceptibility of an assertion to material misstatement in the absence of related controls.

C. Control risk is the risk that a material misstatement will not be prevented or detected by internal control.

D. Detection risk is the risk that the auditor will not detect a material misstatement that exists in a relevant assertion. It is
affected by the auditor’s procedures and can be changed at his or her discretion.
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: (THE INTERNAL AUDIT PLAN) (Aalall 38.3) 43 : Unit 4
: (RISK MODELING) _hliall dadai 2
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: (Audit Risk and Its Components) L3t sSay (g843l jhalia 2
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Susceptibility of an assertion about a transaction class, balance, or disclosure to a material misstatement before considering relevant controls
s oo sl jhlaal o dlalidl hlad) gl Jadal) gial gl 8
.(nature of the account) wluall danla 1
.(activity under review) 8l a8 Ll 4 2
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internal control will not timely prevent, or detect and correct, a material misstatement of an assertion
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GLEIM:

In the AICPA’s audit risk model, the risk that an auditor’s procedures will lead to the conclusion that a material misstatement
does not exist in an account balance when, in fact, such misstatement does exist is

A. Audit risk.

B. Inherent risk.

C. Control risk.

D. Detection risk.

Answer (D) is correct.

Detection risk is the risk that the auditor will not detect a material misstatement that exists in a relevant assertion. It is
affected by the auditor’s procedures and can be changed at his or her discretion.

A. Audit risk includes inherent risk and control risk, which are not affected by the auditor’s procedures

B. Inherent risk is the susceptibility of an assertion to material misstatement in the absence of related controls.
C. Control risk is the risk that a material misstatement will not be prevented or detected by internal control.
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The acceptable level of detection risk is inversely related to the Extent of engagement procedures performed
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GLEIM:

The acceptable level of detection risk is inversely related to the

A. Extent of engagement procedures performed.

B. Risk of misapplying auditing procedures.

C. Preliminary judgment about materiality levels.

D. Risk of failing to discover material misstatements.

Answer (A) is correct.

Detection risk is the only one of the three components of audit risk that is subject to the auditor’s direct control. The greater
the assessed levels of control risk and/or inherent risk, the lower the acceptable level of detection risk. Hence, the
relationship between performing engagement procedures and detection risk is inverse.

B. The risk of misapplying auditing procedures is related to the auditor’s training and experience.

C. Preliminary judgments about materiality are used by the auditor to determine the acceptable level of audit risk. Detection
risk is just one component of audit risk.

D. The acceptable level of detection risk is directly related to the risk of failing to discover material misstatements.
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: Ll Inherent risk & Control risk & Detection risk .. A3 Sl sSall e andl (S

b a8l 7100 oS @0 2100 A 71 e sl JGal) s e . (Quantitative) LeS (1

 JAd) Juw e . (Nonquantitative) <8 e sl (2

.(High) e .1
(Medium) 1w 53 .2

GLEIMI  (low) o=isie 3
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GLEIM:
Which of the following audit risk components may be assessed in nonquantitative terms?

Control Risk Detection Risk Inherent Risk
A Yes Yes Yes
B. No Yes Yes
C Yes Yes No
D. Yes No Yes

Answer (A) is correct.

All three components of audit risk may be assessed in quantitative terms such as percentages or in nonquantitative terms that
range, for example, from high to low.

B. Control risk can be assessed in nonquantitative terms.

C. Inherent risk can be assessed in nonquantitative terms.
D. Detection risk can be assessed in nonquantitative terms.
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Unit IV

THE INTERNAL AUDIT PLAN

RISK-BASED
AUDIT PLAN
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: (THE INTERNAL AUDIT PLAN) A3l 3843 4bd : Unit 4
: (RISK-BASED AUDIT PLAN) _hliall (ulul o 38110 4o 1
: (Risk) sblaal) 1

.. O (I1A Glossary) cplalall sl dgaa 3 pual e g
Calaall giad o 58 Al oS Goa g g Jlaial s ladll
.risk is the possibility of an event occurring that will have an impact on the achievement of objectives
D s e halaall (il S

(Impact) 5t 1
GLEIM .(Likelihood) Jwia¥l5 .2
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GLEIM:

The term “risk” is best defined as the possibility that

A. An internal auditor will fail to detect a material misstatement that causes financial statements or internal reports to be misstated or
misleading.

B. An event could occur affecting the achievement of objectives.

C. Management will, either knowingly or unknowingly, make decisions that increase the potential liability of the organization.

D. Financial statements or internal records will contain material misstatements.

Answer (B) is correct.

According to The IlA Glossary, risk is “the possibility of an event occurring that will have an impact on the achievement of objectives. Risk is
measured in terms of impact and likelihood.”

A. Detection risk is a component of audit risk.

C. The risk of increasing the organization’s liability could be termed management decision-making risk.
D. Risk is not limited to misstated financial statements.
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: (RISK-BASED AUDIT PLAN) _hliall (ulul o 38110 4o 1

: (Priorities Based on the Risk Assessment) shliall auli (ulul Je cly gl g¥) .2
Dl Hliad Al Glebaiall callats

(Large) 8_xS .1

.(Complex) 8aexas .2

.(Interconnected) 4k iy .3
.(sophisticated assessment of many diverse risks) dc siiall Hhlaall (o paall 1) ghata Landi Enaall aLaBY) 4

bl o3¢ dakaiall apds sy 3855 Lalis Y adall dad (uSad of oy UL

D Oe S i

.(Knowledge) s l=ll .1

(Skills) < Jleall5 2

.(Other competencies) _a¥) clelisll 5 3

.(without using external service providers) (s A& Gladd (558 0 aladinl s b gl a) (Sar Al aleadl Je ol ol
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: (Priorities Based on the Risk Assessment) sbliall ani Gl o cilyglg¥) 2
Do bl s 3l dsell saaall Ll (logically related) Gikie dasi y (audit plan) GExl das ¢ &5 o cany
.(Organization’s strategic goals) 4w 3all Laasil juY) Calaa¥) 1
.(Organization’s operational goals) A sall LLadall alaay) 5.2
bl e Ll gisil) el Cllae s ddiadill 5 dpaci) i) CalaaVU Ledal ) 48 g saaaall jlalaal ¢ Ll 5Y) 138 Loy )
el b i 13 S5 o
(Performance Standard 2010 - Planning) ksbiill — 2010 s14Y) jlaa
s gl Colanl e (3858 Loy ¢ Aol 38l Tl el of apantl il e Sl Alad &kl sl gl pus M s of g

.(The chief audit executive must establish a risk-based plan to determine the priorities of the internal audit activity, consistent with the organization’s goals)
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: (THE INTERNAL AUDIT PLAN) 1312l 3811 43 : Unit 4
: (RISK-BASED AUDIT PLAN) _hliall (ulul o 38110 4o 1
: (Priorities Based on the Risk Assessment) shliall auli (ulul Je cly gl g¥) .2
.. s (internal audit plan) A3l G833l Adad aia g e a2l
.(ensure adequate coverage of areas with greatest exposure to risks) shlaall La 3 JSY) slaliall 48 dudazil) laa
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: (Interpretation of Standard 2010) 2010 _tal) s
;o (CAE) Aalall dxill gl (i 5N gLy (Risk-based plan) shlaall e daildl) ddadll ) ghail

[(Board) 3,15Y) (ulaay .2 .(Senior management) Wl 5 53y 1

: 4 (Understanding) a¢d e Janag

.(Key business objectives) il Jeal) Glaaly 2 .(Organization’s strategies) 4w sall il jind 1
.(Risk management processes) _hlaall 3 la) Cllee 5 4 .(Associated risks) L 4das oIl lalaall 3 3

Dl el |8y pall s Adadll Jadat g dmal je il gasl) Gt )l e sy
.(Organization’s business) delaiall Jleci

.(Organization’s risks) dekiall jlalia

.(Organization’s operations) 4ekiall cililee 4

.(Organization’s programs) dxkiall zal y

.(Organization’s systems) daliall dalail

.(Organization’s controls) 4l 4,

ouhwih
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: (THE INTERNAL AUDIT PLAN) (3120 (38430 4k : Unit 4
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: (Priorities Based on the Risk Assessment) shliall auli (ulul Je cly gl g¥) .2
.. s (internal audit plan) A3l G833l Adad aia g e a2l
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: (Implementation Standard 2010.A1) 2010.A1 &8l jlaa

Dalel e gy JBY) e Gginl ga) oL ($ise shlie sl ) Ja)a) gdaall Jalis Ll ) ddad atid o) sy
.(input of senior management) Lxll 3 )lay) A 1

.(input of the board) 3_)aY) (ulae AN 2
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: (THE INTERNAL AUDIT PLAN) 314 (8.1 4ks : Unit 4
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: (Priorities Based on the Risk Assessment) sbliall ani Gl o cilyglg¥) 2
osale QAN gl oL o gy L L) e Gl dladl) g g die

.(Reviews) 4=l » .1

.(Corroborates) &5/ ji= [ 2SGy .2

.(results of risk assessments performed by senior management) Llall & )laY) Ley o 683 Al Hlalaall cilansi il
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: (Implementation Standard 2010.A2) 2010.A2 145l jlaa
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.(Board) 312} sulaay .2
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GLEIM:

When developing the internal audit plan, the chief audit executive must consider the following expectations of
1. Department managers

2. Stakeholders

3. Human resource managers

A. 1 only.

B. 2 only.

C. 3 only.

D. 2 and 3.

Answer (B) is correct.

During planning, the chief audit executive must identify and consider the expectations of senior management, the board, and other
stakeholders for internal audit opinions and other conclusions (Impl. Std. 2010.A2).

A. During planning, the chief audit executive must identify and consider the expectations of senior management, the board, and other
stakeholders for internal audit opinions and other conclusions. This does not include the expectations of department managers.

C. During planning, the chief audit executive must identify and consider the expectations of senior management, the board, and other
stakeholders for internal audit opinions and other conclusions. This does not include the expectations of HR managers.

D. While the expectations of stakeholders must be considered, the expectations of HR managers are not.
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: (RISK-BASED AUDIT PLAN) _hliall (ulul o 38110 4o 1

: (Priorities Based on the Risk Assessment) sbliall ani Gl o cilyglg¥) 2
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+ Ll )Y 4] e 2y da yiall 4y jlinuy) colailadll Jgf e V) 8 gl oaml) e jl 3l of cang
.(improve management of risks) _hlaall 5 1) st 1

.(add value) 4xsll 48Lxs) 5 2

.(improve the organization’s operations) 4w sl Gllee uusiy 3

Al 6 Al giall Ul Y et coay

D e el e 3 L a Lalis Calaad 065 o oy

.(Operating plans) Jwiill ka1

.(Budgets) <l sall 5 .2

.(Should be measurable to the extent possible) (Sae 3a ozl ) (il ALE ¢ 4S5 o cang s
SRR FPNOVIUP I JEENp

.(Measurement criteria) bl julas 1

.(Targeted dates of accomplishment) iU ddagiuall &yl 5ill 5 2

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

: (THE INTERNAL AUDIT PLAN) A3l 3843 4bd : Unit 4
: (RISK-BASED AUDIT PLAN) _hliall (ulul o 38110 4o 1
: (The Risk-Based Audit Plan) sbliall (bl o (843 dad |3

.(developing or updating the audit universe) G&#xill alle cuass of gkt Jalall gdxill Ll géall das ok ahy L Wle
Ao sall duaiil i) ddadl) (all auditable risk areas G@8aill ALl Hhladll @Ylas awea) Audit universe (@284l alle oy 3
Py (uSay 8 Sl

.(Overall business objectives) 4l Jasll Cilaal (1

(The attitude toward risk) _hlaall slad cad gall (2

.(The difficulty of reaching objectives) <alaa¥! ) Jsua sl 4 s0ua (3

.(The results of risk management) _hlaall 3 la) 3 (4

.(The operating environment) Jwdall 2w (5

Ly 2 Lpanss (S Al llaadl of clilaall o Jlae V) Cilas g aes G831 alle Jady

FJed RS

.(Accounts) <bluall 1

.(Divisions) alud¥!s 2

.(Functions) <&kl 5 .3

.(Procedures) &) ya¥l5 .4

.(Products) “laiilly 5

.(Services) <l 5 .6

.(Programs) g a5 .7

.(Systems) 4ala¥ 5 .8

.(Controls) 4G )1l 9

.(Many other possibilities) s_aY) c¥lLiaY¥) (e pasll5 .10
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: (THE INTERNAL AUDIT PLAN) A3l 3843 4bd : Unit 4
: (RISK-BASED AUDIT PLAN) _hliall (ulul o 38110 4o 1
: (The Risk-Based Audit Plan) sbliall (bl o (843 dad |3

s Al Gl cllee Joli (Audit plan) Gl daa old b
.(Requested by management) s_)3Y¥/ Leadkai 1
.(receiving government contracts) 4 sSall 2 5aall 3l b ,3S JUd) Qs e (Required by regulators) o sekiall Lallay ) 5 2
.(many entity operations or functions are audited cyclically) s JS&s SULEI Cailla 5 5l Sllae (e 22l (385 2y @l e 33
Lol G
L o dima Aila ol dlee Dlas (520 o Giail) 4551 5l daind 8

.priority of an audit may depend on how recently a specific operation or function has been audited
: oS~ (audit universe should be assessed at least annually) J&¥! e G siw il alle ani Caay
.(Most current strategies) bl yiuY¥) Giasl 1
(Most current direction) <llaiyl caaal 5 2
A all A0l
ol b ol pueal) et 80 Ll ) Sial) Capnatll (e 3 ) dala dllia (555 35 (S,
.(more frequent updating of audit plans may be needed to respond to changes in circumstances)

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

: (THE INTERNAL AUDIT PLAN) A3l 3843 4bd : Unit 4
: (RISK-BASED AUDIT PLAN) _hliall (ulul o 38110 4o 1
: (The Risk-Based Audit Plan) sbliall (bl o (843 dad |3

: <= (internal audit activity’s audit plan) (A3/a (G841l blaS 38.5 Al adixd
.(The audit universe) @3 alle (1
.(Input from senior management and the board) &_a¥) Lalaa s Llall 3 0¥ (e SMAA (2
.(Assessed risks) il ansis (3
GLE'M PPRENK\| g ¥t Kt Ll (81 adad dlac) e (The cost of the engagement) Ll Y 4 e sladie W) 24 Y
sl 2@l aa ST Gl Cpale 1 5ed 12 Letae A jaia 5 sal oS a8 (S5 4 i 5 ) aall sl ddad dlae) oy Lesale
Db Lo Ul ddadl) panats
.(A set of proposed assurance and consulting engagements) 4a _iaall <l Liiny! cilal 3l 5 2SU cillee (0 4o gana (1
(The basis for inclusion of each engagement) Ll JS z1a) (slal (2
((risk or time elapsed from the most recent audit) (&8 caaal e oatiall gl o jladll il duss e
.(The objective and scope of each proposed engagement) 4= i daga JS (Ui g cara (3
.(Projects derived from the internal audit activity’s strategy) A3l (8l Jalis dua) yi) (e A8l o Liall (4
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GLEIM:

The internal audit activity’s audit plan is based on all of the following except

A. The audit universe.

B. The cost of the engagement.

C. Input from senior management and the board.

D. Assessed risk and exposures.

Answer (B) is correct.

The cost of the engagement is not a factor to consider when developing the audit plan.

A. The audit plan is based on the audit universe.

C. The audit plan is based on input from both senior management and the board of directors.
D. The internal audit activity’s audit plan is based on the assessed risk and exposures.
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: (THE INTERNAL AUDIT PLAN) A3l 3843 4bd : Unit 4
: (RISK-BASED AUDIT PLAN) _hliall (ulul o 38110 4o 1
: (The Risk-Based Audit Plan) sbliall (bl o (843 dad |3

.(Senior management) Llxll 3 121 1

(The board) 3_2Y) (ulaay .2

(Risk management activities) shladl 33} ikl aus8 (Assurance) 2SUll Jady

L oA delse o o« .. Audit Work Schedule (Work schedules 9Ia i

) A Audit Work Schedule (Work schedules) Jaxdl Jglaa aitos

.(Assessment of risk) il aui 1

GLEIV .(Assessment of exposure) blaall a il aviiy 2

D ) ALYl

.(Issues relating to organizational governance) dueaill 4aS sally ddlatiall Lladl) 1

.(Results of prior engagements) 4&ludl als yY) &35 2

GLEIM .(Major operating changes) & )l Jaaill &l a3 .3

Thekey input in the evaluation of risk is : O« S (Risk models) shlaall zalad alaza gllas

Judgment of the internal auditors | o £ : : .(Internal risks) adalall jlalaall 1
valuation of risks .

.(External risks) 4 &l kil 2

s .(using risk factors to prioritize engagements) <Uali ¥ b ol gl paatl jladll Jal ge aladinly

GLEv

GLEM
'SR

The CAE should generally assign engagement priorities to activities with higher risks. }
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GLEIM:

Which of the following factors is least likely to be considered in determining the audit work schedule?
A. Engagement work programs.

B. The effectiveness of risk management and control processes.

C. Workload requirements.

D. Issues relating to organizational governance.

Answer (A) is correct.

Development of work programs occurs during the planning phase of an individual engagement.

B. Determining an engagement work schedule includes considering the effectiveness of risk management and control processes.

C. Determining an engagement work schedule includes considering workload requirements.
D. Determining an engagement work schedule includes considering issues relating to organizational governance.
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GLEIM:

Risk assessment is a systematic process for assessing and integrating professional judgments about probable adverse conditions or events.
Which of the following statements reflects the appropriate action for the chief audit executive to take?

A. The CAE should generally assign engagement priorities to activities with higher risks.

B. The CAE should restrict the number of sources of information used in the risk assessment process.

C. Work schedule priorities should be established to lead the CAE in the risk assessment process.

D. The risk assessment process should be conducted at least every 3 to 5 years.

Answer (A) is correct.

Audit work schedules are based on, among other things, an assessment of risk and exposures. Prioritizing is needed to make decisions for
applying resources. A variety of risk models exist to assist the CAE. Most risk models use risk factors, such as impact, likelihood, materiality,
asset liquidity, management competence, quality of and adherence to internal controls, degree of change or stability, timing and results of
last audit engagement, complexity, and employee and government relations.

B. Internal auditors are expected to identify and evaluate significant risk exposures in the normal course of their duties. Thus, they not only
use risk analysis to plan engagements but also to assist management and the board by examining, evaluating, reporting, and recommending
improvements on the adequacy and effectiveness of the management’s risk processes. For these purposes, the CAE should incorporate
information from a variety of sources into the risk assessment process. The Standards place no limit on such sources.

C. The risk assessment process should be used to determine work schedule priorities.

D. The risk assessment should be undertaken at least every year.
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GLEIM:

Risk modeling or risk analysis is often used in conjunction with development of long-range engagement work schedules. The key input in the
evaluation of risk is

A. Previous engagement results.

B. Management concerns and preferences.

C. Specific requirements of professional standards.

D. Judgment of the internal auditors.

Answer (D) is correct.

Assessing the risk of an activity entails analysis of numerous factors, estimation of probabilities and amounts of potential losses, and an
appraisal of the costs and benefits of risk reduction. Consequently, in assessing the magnitude of risk associated with any factor in a risk
model, informed judgment by the internal auditor is required.

A. The informed judgment of the internal auditor is still required to assess the magnitude of risk indicated by previous engagement results.

B. To assess the risk posed by management concerns, informed judgment of the internal auditor is required.
C. Professional standards do not specify the basic inputs for a risk analysis.
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GLEIM:

A chief audit executive may use risk analysis in preparing work schedules.

Which of the following is not considered in performing a risk analysis?

A. Issues relating to organizational governance.

B. Skills available on the internal audit staff.

C. Results of prior engagements.

D. Major operating changes.

Answer (B) is correct.

The skills of the internal audit staff do not affect the risk associated with potential engagement clients.

A. Issues relating to organizational governance are factors that should be considered.

C. Results of prior engagements should be considered.
D. Major operating changes should be considered.
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: (THE INTERNAL AUDIT PLAN) A3l 3843 4bd : Unit 4
: (RISK-BASED AUDIT PLAN) _hliall (ulul o 38110 4o 1
: (The Risk-Based Audit Plan) sbliall (bl o (843 dad |3

- (Internal risk factors) 4tai jhaldal) Jalge Joss

.(Quality of and adherence to controls) L a! ¥ 5 48 )l 329 |

.(Degree of change) _will 4x )35,

.(Timing and results of last engagement) bl ;) Jal iy Cud i

(Impact) S¥5 .

.(Likelihood) 4liaYl s ,

.(Materiality) dsuil) 40aaY) 5 |

(Asset liquidity) ds=¥) 4 gy .

.(Management competence) 3_)2Y) s¢laS 5 |

. (External risk factors) 4 Al shldal) Jalge Joii

.(Competitor actions) odliall el ya) 1

(Suppliers) sl 5.2

.(Industry issues) 4cliall Llady 3

.(Employee and government relations) e Sall 5 cpélas gall ( S8l 5 4
Gluadl 13¢] 3 ja8all Hlalaall 3ah 5 (M o el (S ¥ Gl 3 ald g a8 gle e yuid (535
.(An unexpected, significant change in an account that cannot be explained raises the assessed risk for that account)
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: (THE INTERNAL AUDIT PLAN) A3l 3843 4bd : Unit 4
: (RISK-BASED AUDIT PLAN) _hliall (ulul o 38110 4o 1
: (Risk Management Process) shliall 3 1) 4les 4

GLEV .(organization’s risk management process) 4akiall & jhliall 13 dlee Jlic¥) 2 (plan of engagements) il )¥) ddad 38l o Gany
: L&l e (risk management) _hlaall 303 (11A Glossary) omlalall (u8adl) dgza 3 juse <875
Lalaiall Calaal (gaiaty (3laiy Lad J sine Jlasa b 5l Alaiaall Cal gall 5l Calaa¥) 480 pa g 5 )13l 5 aniii g aaail dilee
.identify, assess, manage, and control potential events or situations to provide reasonable assurance regarding the achievement of the organization’s objectives

(Risk management - RM) _hlial) 3 )|
.(critical to sound governance of all organizational activities) Al Aais¥) asead dalud) 4aS all Lpaa V) 2l
.(Consistent RM should be fully integrated into management at all levels) &b sivall asan e 3 10y & JalS (G 4audall (RM) bl 6 )] e cany
s Ul s e L (Framework) des ) Bale 3 )oY aadiu
COSO .1
ERM .2
1ISO 31000 .3
e
.(Conduct the risk assessment) Jhliall auii ¢l ja) 1
.(Document the results) il &gy .2
.(organization’s risk management framework) 4ekidl & jhladl sl bl jlhe W) & Gdaill gdail) Gun ) 3ah
D skl eyl Gl | (informed judgment) Jstiecall a8l | (Own judgment) aldd) daSa 583l sl (i Hl) padiey Jae o) ga g aae dAlla b
.(Senior management) Wxll 3 )2y 1

GLEIIVI (The board) _12¥) Lulaas .2
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GLEIM:

An organization has no formal risk management framework. In developing a risk-based plan to determine the priorities of the internal audit
activity, the chief audit executive (CAE) should

A. Use the same risk-based plan developed for other clients.

B. Not establish a risk-based plan because one is not necessary.

C. Consult with senior management and the board and use the best judgment of risks.

D. Limit the scope of the engagement.

Answer (C) is correct.

The CAE considers the risk management framework, including the risk appetite set by management for each activity or part of the
organization. If a framework does not exist, the CAE uses his or her own judgment after consulting with senior management and the board.

A. The CAE should review and adjust the plan, as necessary, in response to changes in the organization’s business, risks, operations, programs,
systems, and controls.

B. The CAE should establish a risk-based plan to determine the priorities of the internal audit activity, consistent with the organization’s goals.
D. The CAE should develop a risk-based plan, not limit the scope of the engagement.
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GLEIM:

Risk management is critical to the sound governance of which of the following?
A. Financial activities of the organization.

B. Manufacturing activities of the organization.

C. All organization activities that produce more than 10% of revenue.

D. All organizational activities, regardless of revenue.

Answer (D) is correct.

Risk management is crucial to sound governance of all organizational activities.

A. Risk management is crucial to sound governance of all organizational activities, not just the financial activities.

B. Risk management is crucial to sound governance of all organizational activities, not just the manufacturing activities.
C. Risk management is crucial to sound governance of all organizational activities, not just the activities producing more than 10% of revenue.
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: (THE INTERNAL AUDIT PLAN) A3l 3843 4bd : Unit 4
: (RISK-BASED AUDIT PLAN) _blial) (bl o 3811l dad 1
: (Risk Management Process) shliall 3 1) 4les 4
.. & (Effective RM) dlxdll Hhalaall 3 0y acblusi (3
Aalel) AaalSh s ally Aalariall duwari 1) A0 1 apaad
.(Identifying key controls related to significant inherent risks)
.(manage risk within the risk appetite) alaall Ji da jo Gaa Hhalaall 3 )laY Gla¥l (e )i 8 48 )l a0dts
D= Osalall ¢ ssiadl o gy
.(Audit key controls) & ) 48 )l 3835 1
.(Provide assurance on the management of significant risks) dsledl hlaall 3 s oliy clilaca apiiy 2
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: (THE INTERNAL AUDIT PLAN) (13141 385 43 1 Unit 4

: (RISK-BASED AUDIT PLAN) ki) gubud o (8.0 4 1

: (Risk Management Process) shlaall 313 4des 4

D oe S iay

.(Inherent risk) ilaliall lladll 1

(Current risk &0l Hhlaall auly Wayl 485 j»dll) Residual risk dsdiall jhlaall s 2

.(Fundamental risk concepts) _hlaall Ll aalidl e

. (External s> &) Financial auditors ¢ sl (¢ séaall <o yay

.. &l e (Inherent risk) 4dalsll jhlaal) 1

Alia ) ol 48 ) d s g are Jh 8 sm sal) Cay el bl e slaall 4008

.(Susceptibility of information or data to a material misstatement given no related mitigating controls)

.. & (Current risk) adll Hllalll 2

.(Risk managed within existing controls or control systems) 4lall 46 )l 5l aSail) dadail Gaca Hlai Al haladl)

.(Key controls reduce an otherwise unacceptable risk to a tolerable level) Jsis s sisa () U giall ye Hhalaall Qi e G 5l 46 1 @l ool Jaas
bl s ) clleadl o 406

Sl A 5 AN e alaie W) o 3 ilall Akl paes (8 Al 5 AN Sl G GAN ebad e s 1) LD (Effective RM) Aladll il 3 5la) aaas
e &5\33\ Gl sy ¢ (mature & reliable 48 ¢ ga g Analh Hhalaall 3 Hla) cuils \'Jb) dony Hl) 448 L)) Q\)Ji Baat die dalgdl Hhaldall Ccaiiad

(3 Al B3I Al il 13 Law Y) 15 Al llaall ) Alabiad) Jhlaal Ge adadl) ¢S Lavie Gl lall Jel e 1

Bl e S e (e cadds Al A6 ) 9
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: (THE INTERNAL AUDIT PLAN) A3l 3843 4bd : Unit 4
: (RISK-BASED AUDIT PLAN) _hliall (ulul o 38110 4o 1
: (Risk Management Process) shliall 3 1) 4les 4

.(Audit planning uses the organizational RM process if one exists) <as 5 o) daalatill Hhliall 3 ) dalae 228508 (38330 Jaylads
L e Y b Rl gl 3al

.(Significant risks of the activity) SLiill dalgll Hhalaall 1

.(Means by which management mitigates the risks) _haliall adity 3 ¥l a o8 LINA e Al Jilull 5 2

P hlaall a3 ke aadid

.(develop the audit plan) @3xll adad y ¢kt 1

.(determine priorities for allocating audit resources) Sl 2 ) so Ganadil cily o ¥ paads 2

. (Risk assessment examines) bl ausi (asdy

.(auditable units) GAxll ALEN Slaa gl 1

.(selects areas for review that have the greatest risk exposure) hlaall i jai SV daal jall cVlaall jlisy s 2

L A1 Ak e i A Jal sal
.(Inherent and residual risks should be identified and assessed) 4iiall s LKl laliall andi s past iy |1
Shladl s ElaalYL 2 ) el 5 (5 ) ghall Jadad o Aaaa ) 34E ) day y a2

.(Mitigating controls, contingency plans, and monitoring activities should be linked to events or risks)
.(Risk registers should be systematic, complete, and accurate) 4&gs 5 4LalS 5 dalaiie Hlalaall Bl (4585 O a3

GLEM
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GLEIM:

The chief audit executive (CAE) performs a risk assessment before developing the annual audit plan.

Which of the following is most likely to increase the assessment of an identified risk?

A. An immaterial, anticipated drop in cash flow after plant closings.

B. A request from senior management to review the strategic plan.

C. An unexpected, significant increase in receivables not related to an increase in sales.

D. A critical activity had not been subject to a compliance audit during the past year.

Answer (C) is correct.

Unexpected, unexplained, and significant changes in amounts, such as receivables, increase the assessed risk for that balance.

A. An immaterial, expected, and explainable decrease in cash flow provides no evidence of increased risk.

B. A request from senior management to include an engagement in the audit plan is significant, but does not provide evidence of increased
risk.

D. Compliance audits do not have to be performed annually unless evidence indicates an engagement is necessary.
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GLEIM:

During discussions with senior management, the chief audit executive identified several strategic business issues to consider in preparing the
annual audit work schedule. Which of the following does not represent a strategic issue for this purpose?

A. A monthly budgeting process will be implemented.

B. An international marketing campaign will be started to develop product recognition and also to leverage the new organization-based
advertising department.

C. Joint-venture candidates will be sought to provide manufacturing and sourcing capabilities in European and Asian markets.

D. A human resources database will be established to ensure consistent administration of policies and to improve data retention.

Answer (A) is correct.

Implementing a monthly budgeting process is an operating decision, not a strategic decision. (It does, however, involve a major change in
operations.)

B. An international marketing campaign is a strategic issue. The CAE will need to ensure that the new marketing process and the centralized
advertising department are recognized and monitored in risk assessment and planning activities.

C. Extending operations to European and Asian markets is a strategic issue. The addition of joint-venture partners will add new or additional
concerns for risk assessment and planning in the internal audit activity.

D. Establishing a human resources database is a strategic issue. The assumptions and ongoing activities related to a human resources database
will require consideration in the planning of the internal audit activity.
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: (THE INTERNAL AUDIT PLAN) A3l 3843 4bd : Unit 4
: (RISK-BASED AUDIT PLAN) _hliall (ulul o 38110 4o 1
: (Risk Management Process) shliall 3 1) 4les 4

: 3 (Risk log shlasll Jau) Risk register shlaall Jaw aniiuy

.(Identify risks) _alsall pass 1

.(Analyze risks) bl Jidsig 2

D Jad) Gy

.(Each risk) sha JS 1

[(Its impact) s_lis .2

.(Likelihood) 455> 4llaial s .3

(impact x likelihood Jwis¥! x ,ilill) Risk score 3 hlaall 4x 05 4
Dl Jad) Jediy

.(Planned responses if the event occurs) <aall & @5 s 8 L hladll cilbilaiuy) 1
.(Preventive measures) 4:idll ulxill 5 2

.(Risk ranking) il s iy 3

.(Risks and activities should be documented) dkais¥) 5 jhalaall (5 53 g
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: (THE INTERNAL AUDIT PLAN) (13141 385 43 1 Unit 4
: (RISK-BASED AUDIT PLAN) ki) gubud o (8.0 4 1
: (Risk Management Process) shlaall 313 4des 4
ptlee o Lahaadl alaie V) jlieVl 4 3l Al sl cleod edie ae Wadl JAaIA @8ad) s
D apan3 ) S el LU e
.(high inherent and residual risks) &l s dlaliall 4dlall Hhklaall 1
(key control systems) 4 Il 448 ) dalail 5 2
.(management needs to be notified about unacceptable residual risk) A sial ye dgid) Hhalaadl s oY) jUad) s LS
s akaall 8 Lginacal Cany Al 400D AdaiaY) g8l el i) dagaddll aasy
.(Control reviews to provide assurance) 28Ul 53l 448 5l Claa e (1
.(Inquiry activities to gain a better understanding of the residual risk) dsiall jhalaall Juadl agd LSy sl dadsl (2
Usiall e Hhlaall o caddill 6 1 GLas 5 ) siall el 4 jLiiny) 4aial) (3
.(Consulting activities to give advice on controls to mitigate unacceptable risks)
[(identify controls with costs exceeding benefits) il sill CadlSill 5 glaii il 4408 )1 Wadl () salalall ¢ giiaal) aasy
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: (THE INTERNAL AUDIT PLAN) A3l 3843 4bd : Unit 4
: (RISK-BASED AUDIT PLAN) _hliall (ulul o 38110 4o 1
: (Risk Management Process) shliall 3 1) 4les 4

.(Risks below the strategic level) 2 5V 5 sl (53 Hhlaall | (Risk registers) shlaall Olaw | SOl G55 8
D JuE
.(Significant risks) _xSl Hlalaadll 1
.(Inherent and residual risk ratings) dssial 5 idalial Hhlad) cliai 2
.(Key controls) 4yl 46 ) 3
.(Mitigating factors) 4iisall Jal 521l 5 4
DO Bl Loyl g5l e el aa Gl aey (ol (S
.(Risk categories and aspects described in the risk registers) shliall CBlan 8 daia gall il all 5 Hlaliall il (1
.(If applicable, the items already in the audit universe) iSas &lld (S 13) ¢ sadaill Alle 8 J2dlls 33 52 gall jualiall 5 (2
. @l adad 4 (Lower-risk audits) hlaall dcaddie ganill Glilee (el sy
GLEIM.(Confirm that their risks have not changed) i al aa jhlda o Ao aslill g bzl agaial
Az all dy guad ol ) Al lalaall culy of 3 aaa Ul Cany
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GLEIM:

The internal auditors of Smother Corp. are considering lower-risk audits as a part of their audit plan. They should

A. Include the lower-risk audits to give them coverage and confirm that their risks have not changed.

B. Not include the lower-risk audits in the audit plan since they are not risky.

C. Include only half of the lower-risk audits to see if the risks have changed.

D. Include the lower-risk audits only with senior management approval.

Answer (A) is correct.

Lower-risk audits need to be included in the audit plan to give them coverage and confirm that their risks have not changed.

B. Lower-risk audits should be included in the audit plan.
C. Including only half of the lower-risk audits is not required by any guidance of The IIA.

D. While the internal auditor considers input from senior management when determining the audit plan, the decision to include audits in the
plan is ultimately at the discretion of the internal auditor.
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: (THE INTERNAL AUDIT PLAN) A3l 3843 4bd : Unit 4
: (RISK-BASED AUDIT PLAN) _hliall (ulul o 38110 4o 1
: (Risk Management Process) shliall 3 1) 4les 4

L ob L e Bale LAl gatl) Al 3853
.(Unacceptable current risks requiring management action) Gl &) ja) allaii il 4 sdall pe Allad) jlalaall 4

.(Control systems on which the organization is most reliant) Sl (S A sall Lale aaied 1) 408 1) dadail 2

.(Areas where the difference between inherent risk and residual risk is great) 1 xS adial Hhaliall g 2l plalaad) 380 Led oS8 Al Sl 3
.(Areas where inherent risk is very high) 12 4l hlaal L dlalie ()5S Al cYLl 4

LEIM .(All control systems) 4 )1l dalail pues e 38 jill o5 Y g

Do QAN $ad) & sé (individual audits) 408 (38355 Sllaal laladil) sie

.(Identifies risks) alaall maa3 1

.(Assesses risks) shlaall andiy 2

.(relevant to the area under review) (8l 1 dahially Aliall &l

Do) el () aa s Aagall ol e Aliie Jaal) alga (3585 Of dun) 1) digall diadl Callas

.(Technical proficiency of the personnel assigned are appropriate) dsulic (pimall (ils gll 4yl 30l 4

.(Educational background of the personnel assigned are appropriate) dsulic (pimall (pils gall Asaddatll 43110 2

Lo bl Gty A Glgall il lgall 5 plalaall JidaS (55 9 puiall (e

BY . o2 Pl paie Hhlae e aSall el Gl lie ) g s

W .(converted to cash) & ) 4l a5 4 e 1

oG Juw e (its accessibility) 43l J a5l 4lSa) 5 .2

<1 £1.000:000 A sl dadll - dwdill aleddl s 5 .(its monetary value) 4l 4iady 3

GLEM

e e Ll Jsea sl 5 Juatia JS55 Lei A5
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GLEIM:

The internal auditing activity of Rivers Financial Group is developing a plan for the current year. Which of the following should not be
emphasized in the audit plan?

A. All control systems.

B. Areas where inherent risk is very high.

C. Control systems on which the organization is most reliant.

D. Unacceptable current risks that require management action.7

Answer (A) is correct.

An internal audit plan normally focuses on control systems for which the organization is most reliant, not all control systems.

B. An internal audit plan normally focuses on the following: unacceptable current risks requiring management action, control systems on
which the organization is most reliant, areas where the difference between inherent risk and residual risk is great, and areas where inherent
risk is very high.
C. An internal audit plan normally focuses on the following: unacceptable current risks requiring management action, control systems on
which the organization is most reliant, areas where the difference between inherent risk and residual risk is great, and areas where inherent
risk is very high.
D. An internal audit plan normally focuses on the following: unacceptable current risks requiring management action, control systems on
which the organization is most reliant, areas where the difference between inherent risk and residual risk is great, and areas where inherent
risk is very high.

@ www.accountingwithahmedsamir.com €J TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +96654906983!



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

GLEIM:

Which of the following actions by the internal audit activity is (are) appropriate in response to a risk assessment?

1.Although input of senior management and the board should be obtained, the chief audit executive does not need to consider it when
developing the internal audit activity’s plan of engagements.

2.The high-risk areas should be integrated into an audit plan along with the high-priority requests of management and the audit committee.
3.The risk analysis should be used in determining an audit plan. Thus, it should be performed only on an annual basis.

A. 1 only.

B. 2 only.

C. 1and 3 only.

D. 1 and 2 only.

Answer (B) is correct.

The annual risk-based audit plan should integrate the risk analysis with input from senior management and the board (audit committee). It
reflects consideration of the organization’s risk management framework and risk appetite levels set by management.

A. The internal audit activity’s plan of engagements must be based on a documented risk assessment. The input of senior management and
the board must be considered in this process.

C. A documented risk assessment should be undertaken at least annually. It should be updated for changes as they occur during the year, and
the input of senior management and the board must be considered.

D. Input of senior management and the board must be considered.
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GLEIM:

The chief audit executive of a manufacturer is updating the long-range engagement work schedule. There are several possible assignments
that can fill a given time spot. Information on potential monetary exposure and key internal controls has been gathered. Based on perceived
risk, select the assignment of greatest merit.

A. Precious metals inventory -- carrying amount, US $1,000,000; separately stored, but access not restricted.

B. Branch office petty cash -- ledger amount, US $50,000; 10 branch offices, equal amounts; replenishment of accounts requires three
separate approvals.

C. Sales force travel expenses -- budget, US $1,000,000; 50 sales people; all expenditures over US $25 must be receipted.

D. Expendable tools inventory -- carrying amount, US $500,000; issued by tool crib attendant upon receipt of authorization form.

Answer (A) is correct.

Among the many considerations in judging an item’s risk are the ease with which it can be converted to cash, its accessibility, and its
monetary value. The precious metals inventory should receive special emphasis because of its high inherent risk. The inventory can be easily
converted to cash, access is not restricted, and its monetary value is relatively high.

B. The monetary exposure of petty cash is much smaller than for the other proposed engagements, and the related controls are very
stringent.

C. Although the monetary value of the sales force travel expense is identical to that of the precious metal inventory, the exposure is divided
among 50 people, and the receipting requirement provides substantial safety against false claims.

D. The expendable tools inventory is subject to adequate control.
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PART 2

Practice of Internal Auditing

UNIT 3
FINANCIAL, ENVIRONMENTAL,
AND CONSULTING ENGAGEMENTS

Accounting with ahmed samir
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Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV
ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII
ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit I

FINANCIAL, ENVIRONMENTAL, AND CONSULTING
ENGAGEMENTS

CONSULTING

- ENGAGEMENTS
— OTHER TYPES
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéiud) 5 4sind) g 4ilall cllals ¥ @ Unit 3
: (CONSULTING ENGAGEMENTS — OTHER TYPES) il g15) - 4 jLiiuy) el Y1 .6

: (Internal Control Training) 4dalall 48 ) e pxil) 1
( g

3 L) LS Y1 il ) siiadl g3 o8
.(provide internal control training to the employees of the organization) delaidl &l gl Zolalall 6 ) ey xill 5 6
: s~ (instruction) Claslad cu il 13a Cpanaty 38
.(Organization’s objectives) ‘ekiall Cilaal 1
.(Organization’s policies) aeaiall cilulan 2
.(Organization’s standards) 4ebiall julzs .3
.(Organization’s procedures) kil &ile) ja) 4
.(Organization’s performance measurements) skiall ¢lal Ciluld 5
.(feedback methods) dasall 31l 5,k .6

.(Offer internships to some new managers) 23l aall (anal Blala Gy a3 Aol 8l Jalis andy 38 o Slaall ala gl ) j g0 5 63 ) ALYl
.(experience in assessing controls) 4@ ) au®i 83 i 5 paall Vi iy (5 Al sl o (e
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéiud) 5 4sind) g 4ilall cllals ¥ @ Unit 3
: (CONSULTING ENGAGEMENTS — OTHER TYPES) il g15) - 4 jLiiuy) el Y1 .6
: (Internal Control Training) 4ialal 48 0 te oy x4

s¥) e W e 5 (joint control training) 4N e o il cypull Ua i o lalall o ssaall 580 a8 Cpua AN (u8aal) ae aelanedi (e s JaS
DB Ja e AR AN e paill o salalall g saall aaads o s LS

.(with regard to control frameworks) 4 0 jhl (3laiy Lag |

.(specific controls and control objectives) saxaall 48 511 5 48 5 Calaal g

.(standards) _xlxall s .

.(technological developments) 4 o <3l &l glail) 5,

.(new professional literature) sxaall dyigall iyl

AL wWDN -
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéiud) 5 4sind) g 4ilall cllals ¥ @ Unit 3
: (CONSULTING ENGAGEMENTS — OTHER TYPES) il g15) - 4 jLiiuy) el Y1 .6

: (Internal Control Training) 4ialal 48 0 te oy x4

. & (Gain experience) 3 S biall iy Jlae Y Cilas g 8 Gl i oy i) 446 50 314N apdil)
.(Assessing risks) hliall a1

.(Associating control processes with managing those risks) _halaall el 3 jlal 446 )l Gldee Jay 55,2
.(Improving the chances of achieving business objectives) Jaxll il (3dai ja j (puaiy 3

Al A ) juaic aal a5 daS all dilany dossall AEMAY) A8E Lasi
.(Ethical culture of an organization is linked to the governance process and is the most important soft control)
s el 8Ly Ake Wl I JISS) e JSS 4SSN 48lE) | (Ethical culture) 483AY) A8E aca A ) sV e aaedl Guldlall udiaall ¢ Sy G

GLE'M .(Ethics counselor) L&Y i 1
.(Ethics expert) CWEAY) iy 2
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GLEIM:

Which of the following is an example of a soft control?

A. Passwords.

B. Ethical culture.

C. Segregation of duties.

D. Authorization signatures.

Answer (B) is correct.

The ethical culture of an organization is linked to the governance process and is the most important soft control.

A Passwords are not an example of a soft control.

C Segregation of duties is not an example of a soft control.
D Authorization signatures are not an example of a soft control.

@ www.accountingwithahmedsamir.com €) TWITTER.COM/AHMEDSAMIR6061 &8 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

GLEM

: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéia) g 4l g 4lall el Y1 : Unit 3
: (CONSULTING ENGAGEMENTS — OTHER TYPES) il g15) - 4 jLiiuy) el Y1 .6
: (Due Diligence Auditing) 4 sl 4lial) 3855 2

D S el g ab pe g O lalall o gl Led dasy Aed e "Due diligence das) sl Aliall" alhias Gubd o4
.(External auditors) ¢ )&l o588l 1

(Tax experts) <l _pall ¢ pay .2

.(Finance professionals) ¢l & sigall 5 .3

.(Attorneys) sl s 4

A ) e

daal sl lial) 385y Jalary - Jie (business justification for a major transaction) S 4 lad dlaad 5 jlaill ) il

(Compliance auditing) Juia¥) s, .(Business combination) Jtee ¥ g .1

sl a Yl gl Jaladll o clubandly ) Y1 8 JUieY) (Joint ventu(r[e)? éw\ &)j}m\ g
b JUaY) oy ¢y salalall ¢ giaall o iy s HAY) calllaiall / (Divestiture) 4s.ai .

Al AaS pall L ad 3 e o S Baine Y las GLEIM .(whether that justification is valid) Basa yall 1 €13 Loy @lld e

2 JEd i e g galslall o el gy 8

(ld A Ly e Ogoaall 3olal g ¢ 23N 5 ¢ ol g ¢ o) i) review operations Clideall daal je 1
.(internal control over information systems) e staall dalail e dddalall 46 )11 5 2
.(compatibility of the organizational cultures, and finance and accounting issues) duulaall § Allall Jilall 5 ¢ dpaadaml) AN 51 555 3
.(certain environmental audits) 333ae 4w 383 Gllee | Jid) Jaws e L s A alge 8 Uil "Due diligence dual sl 4Ll mllacas aladiul (Ko WS
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GLEIM:

The treasury function of an entity has hired outside consultants to help prepare the organization’s bond offering. The internal
auditor then performs an engagement to determine whether the consultants followed governmental regulations. The auditor
has performed which type of engagement?

A. Due diligence.

B. Compliance.

C. Business continuity.

D. Financial audit.

Answer (B) is correct.

Compliance is adherence to policies, plans, procedures, or other requirements. Internal auditors assess compliance in specific
areas as part of their role in organizational governance.

A Due diligence auditing involves determining whether the business justification for a major transaction is valid.

C Business continuity auditing involves determining whether the entity is sufficiently prepared for various types of interruptions
of normal business processing.

D A financial audit involves determining whether financial information was properly reported and adequately supported.
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GLEIM:

Which of the following best describes due diligence auditing?

A. Reviewing the adequacy and effectiveness of the controls over hazardous waste.

B. Determining whether the business justification for a major transaction is valid.

C. Addressing the security of personal information, especially information stored in computerized systems.

D. Monitoring and evaluating significant construction contracts.

Answer (B) is correct.

Due diligence audits determine whether the business justification for a major transaction (e.g., business combination,
divestiture, or joint venture) is valid. The term “due diligence” also may be used for other engagements, for example, certain
environmental audits.

A Environmental audits review the adequacy and effectiveness of the controls over hazardous waste.
C Privacy audits address the security of personal information.

D Contract audits monitor and evaluate significant construction contracts and operating contracts that involve the provision of
services.
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GLEIM:

A due diligence review may be a(n)

A. Review of interim financial statements as directed by an underwriting firm.

B. Operational audit of a division of an organization to determine whether divisional management is complying with laws and
regulations.

C. Review of operations as requested by the audit committee to determine whether the operations comply with audit
committee and organizational policies.

D. Review of the internal controls in place at an organization targeted for acquisition by a larger entity.

Answer (D) is correct.

A due diligence engagement is a service to determine the business justification for a major transaction, such as a business
combination, and whether that justification is valid. Thus, the internal auditors and others may be part of a team that reviews
the acquiree’s operations, controls, financing, or disclosures of financial information.

A Although the reviews may be used by the underwriter, they are not directed by the underwriter.

B The due diligence review is not an internal operational audit.
C The due diligence review is not an internal review for compliance with organizational policies.
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GLEIM:

The internal auditors are part of the team performing a due diligence review for the purchase of a waste disposal business.
The scope of their work will most likely not include

A. An appraisal of the value of investments owned by the acquiree.

B. A review of the acquiree’s procedures for acceptance of waste material and comparison with legal requirements.

C. Analysis of the acquiree’s compliance with employment laws.

D. An assessment of the benefit of integrating the acquiree with the acquirer’s business.

Answer (A) is correct.

An appraisal service regarding valuation is outside the scope of a due diligence review.

B Compliance with laws, regulations, and contracts is within the scope of internal auditing.

C Compliance with laws, regulations, and contracts is within the scope of internal auditing.

D The due diligence process establishes whether the expected benefits of the transaction (wider markets, more skilled
employees, access to intellectual property, operating synergies, etc.) are likely to be realized.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéia) g 4l g 4lall el Y1 : Unit 3
: (CONSULTING ENGAGEMENTS — OTHER TYPES) il g15) - 4 jLiiuy) el Y1 .6
: (Due Diligence Auditing) 4 sl 4lial) 3855 2

: S . (expected benefits of the transaction) il (e dxd giall 2l sil) Gaiad Jadaall (po S 13 Le daal gl dlial) dglac 2283
.(Wider markets) @-uj 3 gl L1
.(More skilled employees) 5_lgs ST () sikasas .2
.(Access to intellectual property) 4 Sdll ALl ) Jgpasll 5.3
GLEIM .(Operating synergies) Lssall Ul ‘\.éjij 4
A ) e
COMA e 2 gl ol st e 28 451 WS
.(improving the effectiveness of the implementation of the transaction) 4all 2,41 4.llad uusd 1
.(improving the efficiency of the implementation of the transaction) 4diall 34% 3eUS (jawad 2
.(Coordination among the groups involved) dsisadl e sanall ( Gansill ga Ll V) 801 5 Allad priilia aa]
(e slrall 48 jlite gl 435 IV Jandl (315 6 Doy gl ) G aladins) Camy JUall Jass e
.. &) ALY\ (final report should be factual, not subjective) Gaasd (ud s ¢« Gadl 5 Al 531l ¢ 66 o) cany
.(supporting information indexed and backed up on computer disks) _isueSll (al i e Laca g daclall il glaall 4 g
.(Contain an executive summary with key points highlighted) 4 Il LIall i 5 ae 285 (adle oy 5l (5 giny o cangy 43 ) 48l
: (Cycle approach) 3,33 ¢
oA il 4y ge e Al g s Lellae andamil 33 gacivuall dadaiall deadiin (53)
.(used by the acquiring organization to organize its business is a desirable means of structuring the report)
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GLEIM:

An internal audit team is performing a due diligence audit to assess plans for a potential merger/acquisition. Which of the following would be
the least valid reason for a company to merge with or acquire another company?

A. To diversify risk.

B. To respond to government policy.

C. To reduce labor costs.

D. To increase stock prices.

Answer (D) is correct.

A due diligence engagement is a service to determine the business justification for a major transaction, such as a business combination, and
whether that justification is valid. Thus, the internal auditors and others may be part of a team that reviews the acquiree’s operations, controls,
financing, or disclosures of financial information. Increasing stock prices is not often a valid reason for a merger or acquisition. A business
combination should be undertaken because it offers long-term fundamental competitive advantages. Increasing stock prices is an effect that
can be achieved through other methods that directly improve the organization’s performance.

A The usual justifications for a combination include risk management through diversifying the businesses in which the organization is engaged.
B A change in governmental policy, for example, relaxation of antitrust laws, is also a valid reason for a business combination. A larger
organization may be able to achieve greater economies of scale and competitive advantage.

C A business combination may result in cost synergies, for example, by eliminating duplicative functions.
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GLEIM:

An organization is considering purchasing a small toxic waste disposal business. The internal auditors are part of the team doing a due diligence
review for the acquisition. The scope of the internal auditors’ work will most likely not include

A. An evaluation of the merit of lawsuits currently filed against the acquiree.

B. A review of the acquiree’s procedures for acceptance of waste material and comparison with legal requirements.

C. Analysis of the acquiree’s compliance with, and disclosure of, loan covenants.

D. Assessment of the efficiency of the operations of the acquiree.

Answer (A) is correct.

An evaluation of the merit of lawsuits requires legal expertise.

B Compliance with laws, regulations, and contracts is within the scope of internal auditing.

C Compliance with laws, regulations, and contracts is within the scope of internal auditing.
D Internal auditors evaluate controls, including those over effectiveness and efficiency of operations.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéiud) 5 4sind) g 4ilall cllals ¥ @ Unit 3
: (CONSULTING ENGAGEMENTS — OTHER TYPES) il g15) - 4 jLiiuy) el Y1 .6
: (Business Process Mapping) 4z il ‘1\1-,\-‘-“4‘ h-*m 3

: éc a,sjlﬂa )

.(Process innovation) Glleal) Sl 1

.(Core process redesign) 4ubud) Cllesdl apaaisile) s .2

.(finds new ways of doing things) sLiYU ALall saaa B )k asy 43é (improving existing procedures) ddlall cilel oY) aund (e Yoy
.(simplification and elimination of nonvalue-adding activities) 4eill dilaall ye ddadsVl 4 ) s st e 38 5l Cualy S

1 2 s Cual ¢4 .. Dramatic improvement .. (Reengineering is not continuous improvement) | aiue Gawad cuud dwaigl sale) b L
.(Downsizing an existing system) 2> s ol aulds 1

s .(Modifying an existing system) 35 se alai a3 i 2

.(reserved for the most important processes) llaall aa¥ e Llaia¥) &b of sy g

.(adapt quickly and radically to change) _sill (s )3 JSS 5 de juw Casill ) dalaiall a5 28

* (substantial investment) 3_uS &l jlaliul bty b Hlay) Gw AS yide S dalee S0 Lo Bale ddigl) 3ale) ()8 b
.(information technology) <be sbaall L 5l 55 1

.(retraining) <l 3ale) 5 2

. & (Successful reengineering) 4aalill duigl sale] (a3 8

.(bring dramatic improvements in customer service) ¢Jeall daax 43 S Sliwas 1

.(speed with which new products are introduced) sxall Cilaiiall aundi Ly o Al A yudly 2
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GLEIM:

Reengineering is the thorough analysis, fundamental rethinking, and complete redesign of essential business processes. The intended result is
a dramatic improvement in service, quality, speed, and cost. An internal auditor’s involvement in reengineering should include all of the
following except

A. Determining whether the process has senior management’s support.

B. Recommending areas for consideration.

C. Developing audit plans for the new system.

D. Directing the implementation of the redesigned process.

Answer (D) is correct.

Internal auditors should not become directly involved in the implementation of the redesign process because of the possible conflict of
professional interests. This involvement would impair their independence and objectivity. Staff assignments of internal auditors should be
rotated periodically whenever it is practicable to do so.

A Internal auditors may perform the functions of determining whether the process has senior management’s support, recommending areas
for consideration, and developing audit plans for the new system.
B Internal auditors may perform the functions of determining whether the process has senior management’s support, recommending areas
for consideration, and developing audit plans for the new system.
C Internal auditors may perform the functions of determining whether the process has senior management’s support, recommending areas
for consideration, and developing audit plans for the new system.
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GLEIM:

Which of the following is an example of business process reengineering?

A. Adding a new machine to the existing production line to speed up production.

B. Redesigning the production line to speed up production.

C. Repairing a machine on the process line to speed up production.

D. Updating the computer systems involved on the production line to speed up production.

Answer (B) is correct.

One approach to business process mapping is reengineering. It involves process innovation and core process redesign. Instead of improving
existing procedures, it finds new ways of doing things. Redesigning the production line is an example of this.

A One approach to business process mapping is reengineering. It involves process innovation and core process redesign. Instead of improving
existing procedures, it finds new ways of doing things. Adding a new machine is an example of improving existing procedures.

C One approach to business process mapping is reengineering. It involves process innovation and core process redesign. Instead of improving
existing procedures, it finds new ways of doing things. Repairing a machine is an example of improving existing procedures.

D One approach to business process mapping is reengineering. It involves process innovation and core process redesign. Instead of improving
existing procedures, it finds new ways of doing things. Updating the computer systems is an example of improving existing procedures.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéiud) 5 4sind) g 4ilall cllals ¥ @ Unit 3
: (CONSULTING ENGAGEMENTS — OTHER TYPES) il g15) - 4 jLiiuy) el Y1 .6

: (Business Process Mapping) 4 il cililealf Jadads 3

.(analysis of activities) iai¥) Jdas (el dlee 2 5 (Work measurement) dasd) (uld gl sale] 8 sadall 5 4d g prall i 50Y) (1

D ast o Jaad) b8 JOA (4

.(Nature and extent of a task) degall (520 5 Aanda 1

.(Procedures needed for its execution) aaml da 33U lel )2yl g .2

.(Efficiency with which it is carried out) s o3y Al 3.l 5 3

.(Reengineering is work measurement) 4.8 ,ll diunigl) 4alSHN s 3 HlaY) 24 Ladie dpulie 4l 028

.(management takes an engineered-cost approach to control) 4l Jale cilas 5 ) danill B Janll cae 5 Lavie zedll 121 Jia ) 5 5LEY) a3
s G Jow e

.(accounting entries made) W3l a) &8 Al dulaall YA

.(lines of text word processed, or number of packages shipped) & saiall a jall sae 4l ¢ dpaill QLK ) o dallas 51 2

.(variable cost for budgeting purposes) i) sall (il &Y 3 jxie 43l Ll e (cost of a control factor unit) 4,1 Jale sas 5 8IS xa Jaladll &3
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéiud) 5 4sind) g 4ilall cllals ¥ @ Unit 3
: (CONSULTING ENGAGEMENTS — OTHER TYPES) il g15) - 4 jLiiuy) el Y1 .6
: (Business Process Mapping) 4 il cililealf Jadads 3

.. (Micromotion study) (x5 sa 5 5Saa 4l Ha [ A8l &S all Al ja & Jerdl (uldl sl (3 )kl (gaa)
.(assembly-line activities) gmeail ha daiil | Jidl duw e (videotaping the performance of a job) sl Ak gl elal jy seai callais il
.. (Work sampling) dal cilie 337 & 5,4l 45,k
fole Lealhaty 20 ol gl auaath Lo Jalish 200 gt} CilBaSLal cpo aiiall o) 5a) o Sy
.(making many random observations of an activity to determine what steps it normally requires)
L 3 Aan ) L o) ) (gl ags) Al A 50 (e aadl e ALLED 53 sl 8 y1a] 5 Atigl) sale) il ol
.(improve productivity) 4By Gpuad 1
.(decrease the number of clerical workers) cplall (il gall 22e Jla55 2
(developing controls that are automated and self-correcting) zusaill 45813 s 401 406 )y odai e 3 5l ity il
.(require minimal human intervention) ¢ &l Jaxill e (Sa¥) asll allati Al

D 2aat e 8 laYl (K4S s (monitoring internal control) Adalall 346 ) A8 e ) S Al Jasy
.(when an operation may be out of control) s _kwdl e da A dleal) (<5 B e
.(corrective action is needed) 4myaai Gilel ja) Aadl J) dalslly 2
Lol Ul ALalall 50 gall 3 510) 5 daigll sale) s alaza (o i)

Alaall (8 CplalS (S Hliie (55358 Ledie Cillaall (a4 Ll Jeall (santia () 985S0 )

.humans will be motivated to work actively in improving operations when they are full participants in the process
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéiud) 5 4sind) g 4ilall cllals ¥ @ Unit 3
: (CONSULTING ENGAGEMENTS — OTHER TYPES) il g15) - 4 jLiiuy) el Y1 .6
: (Business Process Mapping) 4 il cililealf Jadads 3

.(assesses the quality of internal control over time) < sll 5 ye lalall 448 5 53 5» (Monitoring) 4@l sall (s
. (internal control) dlalall 448, il 13) La 3 lay) S

.(Properly designed) rusa JS4 dasaa |1

.(Operating as intended) 2 sdiall il e Jaaiy 2

.(modifies it to reflect changing conditions) 3_iall <oy ylall St Lehaaty o 6855 |3

PSS Al S 08

.(Separate evaluations) dlatis Clayss 1
.(Periodic evaluations) 4 sl Slepsill 2
.(Ongoing monitoring) 3_iwall 48 ,all |3
: Jedi a5 . (as part of routine operations) 4 s )l Gllaall (e ¢ a8 5 jaisall 48) jall Caans

.(management and supervisory review) ¥ sl 5 g daal jall 1

.(comparisons, reconciliations, and other actions) ¢_a¥! el ja¥l s iy sl 5 <l il 5 2

Aodlal) agilaiil e 6 JaS () sl sall Lg p iy Al

yaal) AUl 5855 Lalad gy ¢ e Il ¥ lsay dum il 5 ¢ Wlall 50Y) acy Jans A<l sale) dulee <l 13) La paad Cailli g o salalal) ¢ sl (525 8
.(independence & objectivity) aie suase s agdNinl Chriay of 4l (pe A3 138 o)) G Doleall 285 3 pudlee (S0 )€ 5L o iy Y b aa g

s A8 yal) Jeds
.(Budgetary comparison) 43 ) sall 45 l3a 1 «

.(Investigation of exceptions) <leliiiuwyl (e (333l 2
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéiud) 5 4sind) g 4ilall cllals ¥ @ Unit 3
: (CONSULTING ENGAGEMENTS — OTHER TYPES) il g15) - 4 jLiiuy) el Y1 .6

: (System Development Reviews) alaill gl cilaal 12 4

dalal) il slaall Ui gl 935 il Wiy guadaill 8 38l <ol jlose 5 dpbiall 4dalall 20 51 el Cpanad of Aadail) sk slis 550 I s ool g8aall A4S i oSy
(HA) Cdalall d8aal) agaal 42 8l) GTAG Cllus Axal jay
"l ddlaia) 3aly ) (8 Wal sacLuall 35S0l dal all 8 o jliiall deal el dlliagio g 45 ya dad calag of Jalal) g8aill S

Internal auditing can bring the value of their experience and methodology to review projects in the early stages to also help increase the likelihood of success
D AN sl JAxs ) gd Jads 38
.(Providing independent, ongoing advice throughout the project) & s il J) sha 3 jaicn g Alsivia & ) s w25 (1
.(Identifying key risks or issues early) JSw 5 8 A )l Wlaadll 5l Hhalaall sassg (2
.(operate proactively to mitigate risks) shliall e caddill Aliu) J4 Jeal) e & 5 il (3 4 Say Laa
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéiud) 5 4sind) g 4ilall cllals ¥ @ Unit 3
: (CONSULTING ENGAGEMENTS — OTHER TYPES) il g15) - 4 jLiiuy) el Y1 .6

: (System Development Reviews) alaill gl cilaal 12 4

050 agdd 12k il slaall Lia 5l 5S35 4408 5 5 ,hlaal GTAG (2 (section for systems development and acquisition controls) 3l saiuw¥) 48 5 5 dakasl) sk aud s,
alall giadll

Ll e pa dun

A1 el Ayl 0855 Aalaiad) ol 13 L sl il sheall L o) 565 (G0e e s

.(Develop application systems) ¢aadaill dakil y gas 1

.(Acquire application systems) Gubill dakil e Jsasll 2

. e (Effective controls) dlled 448 ) ;8 &3 il 13) g

.(Applications) <lanlall 1

.(Data) <lilully .2

A bl 406 5 oL asl e Jseasd) (3804l Sy (examining application development procedures) Gabill o shi Gilel ja) (and JMA (e

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéiud) 5 4sind) g 4ilall cllals ¥ @ Unit 3
: (CONSULTING ENGAGEMENTS — OTHER TYPES) il g15) - 4 jLiiuy) el Y1 .6

: (System Development Reviews) alaill gl cilaal 12 4

el e 3 iy sk Jleel pen o8 Al A8 1) Lliad oy dallae oy LS
s JUd das e
.(User requirements should be documented, and their achievement should be measured)  jlai) (uld sy g aadiial) Glilkaia (3485 65 g (1
alail) & 8 5l 5 axiiveall bl avenad Glasal dpan ) dalee dadai¥) avenad ahy o cang (2
.(Systems design should follow a formal process to ensure that user requirements and controls are designed into the system)
) sl 8 Badieal) apaiaill Gailiad g cllliall med laal dakiie 48 sy dadail) gk ¢ ja) cang (3
Systems development should be conducted in a structured manner to ensure that requirements and approved design features are)
.(incorporated into the finished product
oy g a5 28 50 geaall Al gl of ST a8 Ul Glile () 5 a8 sie g LS Jand allaill Cilgad 5 0 5 cosllan g LeS Jan 4 jdll allaill yualic o)) LAY ey o) can (4
Testing should ensure that individual system elements work as required, system interfaces operate as expected, and that the system owner )
/.(has confirmed that the intended functionality has been provided
dabaid) Al daia e @Rl Clplaad asill B 1) aazadd G ang A8 e g Unad it Gkl Al & ol ) o lidail) Llua cillee el o g (5
Application maintenance processes should ensure that changes in application systems follow a consistent pattern of control. Change )
"(management should be subject to structured assurance validation processes
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: (System Development Reviews) alaill gl cilaal 12 4

& s_miall Bl A48 5 g il 0 oS5 ol ang e 48 ) 29 3l sl o A dladall o gie callati o caag 43ld Aaai) ) skl (Outsourced) A A oliasy Alaiuyl & 13)
Ols 43 sall agan g danall Clgll & a jLiall il 13) La 5 laY) Gapad o congy Ao Jla ol Al a3 1 GlAs <l shaill 285 o5 o) g =y ghail) dylae (4 13 3
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — OTHER TYPES) il g15) - 4 jLiiuy) el Y1 .6
: (Design of Performance Measurement Systems) s13%) (ubd dalii) araai |5
(Assurance engagement) sU dagas
Ler Aalall Gt 511 o 1a) ol ylipa (Gslacty Lo Lgdloal (3ia 8 dosss sl L (s bl o 1oBU 3855 Cililee o) jaly ¢ salalall o siad) o )
.internal auditors conduct performance audits to measure how well an organization is achieving its targets for its key performance indicators
(Consulting engagement) Ay L) dagas
Bt )l e1aY) <ol i pan (el e1aY) el ¢ Slaall e Ol o saall Jany
.internal auditors work with clients to improve the performance measured by the key performance indicators
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GLEIM:
Which of the following types of engagements, if any, involve an internal auditor conducting performance audits to measure
how well an organization is achieving its targets for its key performance indicators?

1. An assurance engagement
2. A consulting engagement

A. 1 only.

B. 2 only.

C.1and 2.

D. Neither 1 nor 2.

Answer (A) is correct.
In an assurance engagement, internal auditors conduct performance audits to measure how well an organization is achieving its
targets for its key performance indicators.

B In a consulting engagement, internal auditors work with clients to improve performance instead of measuring it.

C The question only describes an assurance engagement.
D The question correctly describes an assurance engagement.

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

CIA

PART 2

Practice of Internal Auditing

UNIT 3
FINANCIAL, ENVIRONMENTAL,
AND CONSULTING ENGAGEMENTS

Accounting with ahmed samir
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Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV
ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII
ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS
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Unit I

FINANCIAL, ENVIRONMENTAL, AND CONSULTING
ENGAGEMENTS

CONSULTING
ENGAGEMENTS -
BENCHMARKING
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 Léia) 5 43inll g dudlal) il ¥) 1 Unit 3
: (CONSULTING ENGAGEMENTS — BENCHMARKING) 4_ball 4 jlial) - 4y Liiu) cildals ¥ 5
: (Benchmarking) 4 baal) 45 J4al) 1

D Gl sal) 3aclual (means) Al s Ll (primary tools used in TQM) Alelill 33 sall 3 5la) 8 dadiivall 4l <l o) (an) 4y jlanall 40 jlaall yiad
.(productivity management) 4ty &, |1
.(business process review) Jeall Glel ja) dasl ja .2
Lol il 4 L) cilleal jhae sed ol
: &ua (e (continuous evaluation of the practices of the best organizations) ekl Juail il jladl jaiue anii 4 4y jleall 45 ,lidl)
.(in their class) & .1
.(adaptation of processes) Clileal) CanSiy 2
[(reflect the best of these practices) <lu jlaall 028 Juzadl uSail
L (aaly sA g
.(analyzing and measuring key outputs against those of the best organizations) <lakaiall Juaily dalall el i 4 Hll Cla aal) Ll s Jidai (1)
e Al b aalus Sl Apul) Al QL) g Cile) a ) aaai s (2)
.(analyzing and measuring key outputs against those of the best organizations)
: J8 e (Best practices) s jlaall Juzdl e o el o3,
(authorities in the field) Jsall & (g gall 1
(by customers) ¢Sl 5 2
.(for generating outstanding results) 3 )b & (3835
.(innovative technically or in their management of human resources) & &l 3 ) sall agijla) 3 5l L ()5 Sia Lo gac aa
S el s ) oo 5 oLl Fana sall o1l CENEAD G 55 5 S Ll (pauiai & paiane dglae & Ay jlonal) 4 ylaal)
Benchmarking is an ongoing process that involves quantitative and qualitative measurement of the difference between the organization’s )
.(performance of an activity and the performance by the benchmark organization
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GLEIM:

Which of the following is true of benchmarking?

A. Benchmarking is typically accomplished by comparing an organization’s performance with the

performance of its closest competitors.

B. Benchmarking can be performed by using only qualitative comparisons.

C. Benchmarking is normally limited to manufacturing operations and production processes.

D. Benchmarking is accomplished by comparing an organization’s performance to that of the best performing organizations.

Answer (D) is correct.

Benchmarking is one of the primary tools used in the implementation of a total quality management approach. It is a means of helping
organizations with productivity management and business process review. It is therefore a source of consulting engagements for the internal
auditors. Benchmarking is a continuous evaluation of the practices of the best organizations in their class and the adaptation of processes to
reflect the best of these practices. It entails analysis and measurement of key outputs against those of the best organizations. This procedure
also involves identifying the underlying key actions and causes that contribute to the performance difference. Benchmarking is an ongoing
process that entails quantitative and qualitative measurement of the difference between the organization’s performance of an activity and the
performance by the best in the world. The benchmark organization need not be a competitor.

A Benchmarking involves a comparison with industry leaders or world-class operations. It uses either industry-wide amounts (to protect the
confidentiality of information provided by participating organizations) or amounts from cooperating organizations.

B Benchmarking can be performed using both qualitative and quantitative comparisons; a company does not need to choose one or the other.
C Benchmarking can be applied to all of the functional areas in an organization. In fact, manufacturing often tends to be industry-specific,
whereas activities such as processing an order or paying an invoice are not. Nonmanufacturing functions often provide a greater opportunity
to improve by learning from global leaders.
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GLEIM:

A manufacturer compares its accounts payable practices with those of an investment bank. This comparison is an example of
A. Generic benchmarking.

B. Strategic benchmarking.

C. Competitive benchmarking.

D. Internal benchmarking.

Answer (A) is correct.

Generic benchmarking observes a process in one operation and compares it with a similar process but in a different industry.

B Strategic benchmarking is a search for successful competitive strategies.

C Competitive benchmarking studies an organization in the same industry.

D Internal benchmarking is the application of best practices in one part of the organization to its other
parts.

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 &9 WHATSAPP : +96654906983!



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

GLEIM:
An example of a competitive financial benchmark is
A. The labor rate of comparably skilled employees at a major competitor’s plant.

B. The average actual cost per pound of a specific product at the organization’s most efficient plant.

C. A data cap on the information technology department at each plant.

D. The customer satisfaction rating of a comparable process from an organization in a different industry.

Answer (A) is correct.

The labor rate at a major competitor’s plant is an example of a competitive benchmark in the form of a financial measure. A competitive
benchmarking studies a competitor organization.

B The average actual cost per pound of a specific product at the organization’s most efficient plant is an internal financial measure.

C A data cap on the information technology department is an internal control rather than a benchmark.

D The customer satisfaction rating of a similar process of an organization in a different industry is a nonfinancial process benchmark.
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GLEIM:

An organization wants to improve on its performance measures for a new business line.

Which type of benchmarking is most likely to provide information useful for this purpose?

A. Functional.

B. Competitive.

C. Generic.

D. Internal.

Answer (A) is correct.

Benchmarking is one of the primary tools used in the implementation of a TQM approach. It is a means of helping organizations with
productivity management and business process review. It is therefore a source of consulting engagements for the internal auditors.
Benchmarking is a continuous evaluation of the practices of the best organizations in their class and the adaptation of processes to reflect the
best of these practices. It entails analysis and measurement of key outputs against those of the best organizations. This procedure also
involves identifying the underlying key actions and causes that contribute to the performance difference. The type of benchmarking most
likely to help improve performance measures for a new business line is functional benchmarking. Comparison with organizations that perform
related functions within the same technological area provides information about what is being achieved elsewhere in the new business line.

B Comparison with the best competitors focuses on performance in related organizations as a whole and likely includes some activities
unrelated to the new business line.

C Comparison of processes that are virtually the same regardless of industry (such as document processing) would not be as helpful as
comparison of processes that are similar in function.

D Comparison against the best within the same organization may be misleading. It does not provide information about what is being
accomplished outside the organization in the new business line.
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GLEIM:

Which of the following best describes process (function) benchmarking?

A. Studying an organization in the same industry.

B. Comparing a process in one operation with a similar process but in a different industry.
C. Studying operations of organizations with similar processes regardless of industry.

D. Applying best practices in one part of the organization to its other parts.

Answer (C) is correct.

Studying the operations of organizations with similar processes regardless of industry is process (function) benchmarking. Thus, the
benchmark need not be a competitor or similar organization.

A Studying an organization in the same industry is competitive benchmarking.

B Comparing a process in one operation with a similar process but in a different industry is generic benchmarking.
D Applying best practices in one part of the organization to its other parts is internal benchmarking.
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GLEIM:

An example of an internal nonfinancial benchmark is

A. The labor rate of comparably skilled employees at a major competitor’s plant.

B. The average actual cost per pound of a specific product at the company’s most efficient plant.

C. A US $50,000 limit on the cost of employee training programs at each of the company’s plants.

D. The percentage of customer orders delivered on time at the company’s most efficient plant.

Answer (D) is correct.

Benchmarking is a continuous evaluation of the practices of the best organizations in their class and the adaptation of processes to reflect the
best of these practices. It entails analysis and measurement of key outputs against those of the best organizations. This procedure also
involves identifying the underlying key actions and causes that contribute to the performance difference. The percentage of orders delivered
on time at the company’s most efficient plant is an example of an internal nonfinancial benchmark.

A The labor rate of comparably skilled employees at a major competitor’s plant is a financial measure.

B The average actual cost per pound of a specific product at the company’s most efficient plant is a financial measure.
C A US $50,000 limit on the cost of employee training programs at each of the company’s plants is a financial measure.
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GLEIM:

What is the first phase in the benchmarking process?

A. Organize benchmarking teams.

B. Select and prioritize benchmarking projects.

C. Researching and identifying best-in-class performance.

D. Data analysis.

Answer (B) is correct.

The first phase in the benchmarking process is to select and prioritize benchmarking projects. The next phase is to organize benchmarking
teams. Researching and identifying best-in-class is the third phase in the benchmarking process. The fourth phase is data analysis, and the final
phase is the implementation phase.

A Organizing benchmarking teams is a subsequent phase.

C Researching and identifying best-in-class performance is a subsequent phase.
D Data analysis is a subsequent phase.
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GLEIM:

Which of the following is not a critical step in the researching and identifying best-in class performance phase?

A. Setting up databases.

B. Choosing information-gathering methods.

C. Formatting questionnaires.

D. Employee training and empowerment.

Answer (D) is correct.

The critical steps in the researching and identifying phase are setting up databases, choosing information-gathering methods, formatting
guestionnaires, and selecting benchmarking partners. Employee training and empowerment is part of total quality management (TQM).

A Setting up databases is a critical step in the researching and identifying phase.

B Choosing information-gathering methods is a critical step in the researching and identifying phase.
C Formatting questionnaires is a critical step in the researching and identifying phase.
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GLEIM:

The phase of the benchmarking process in which the team must be able to justify its

recommendations is the

A. Prioritize benchmarking projects phase.

B. Implementation phase.

C. Data analysis phase.

D. Researching and identifying best in class performance phase.

Answer (B) is correct.

Leadership is most important in the implementation phase of the benchmarking process because the team must be able to justify its
recommendations. Also, the process improvement teams must manage the implementation of approved changes.

A This is the stage where businesses must understand key business processes and drivers.

C The data analysis phase entails identifying performance gaps and understanding the reasons they exist.
D This stage involves the setting up of databases and information-gathering methods.
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PART 2

Practice of Internal Auditing

UNIT 3
FINANCIAL, ENVIRONMENTAL,
AND CONSULTING ENGAGEMENTS
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Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV
ENGAGEMENT PLANNING

Unit VI
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Unit VII
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Unit VIII
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COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit I

FINANCIAL, ENVIRONMENTAL, AND CONSULTING
ENGAGEMENTS

CONSULTING
ENGAGEMENTS -
INTERNAL AUDITOR
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (s - 4 jLiiud) cildals ¥) .4

: (Independence and Objectivity) 4 s sall g 4DELLY) 1

1130.C1 3480 jlaa
Lol A8l il s 5ue ageal OIS ) Cilleadly (glati 4, i) Ciledd o salalall () s@aal) 8y 38

Implementation Standard 1130.C1
Internal auditors may provide consulting services relating to operations for which they had previous responsibilities.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (s - 4 jLiiud) cildals ¥) .4

: (Independence and Objectivity) 4 s sall y AN 1
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Implementation Standard 1130.C2
If internal auditors have potential impairments to independence or objectivity relating to proposed consulting services,
disclosure must be made to the engagement client prior to accepting the engagement.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (s - 4 jLiiud) cildals ¥) .4
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 3 dgiall g Ailall cillalis )¥) ¢ Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (1313 (s - & L) cillls ¥) .4
BB : (Due Professional Care) 4l sl dxigall Ajliall 2
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Do Gl ) Gl e s
.(Decline the consulting engagement) (s _Liiwy!) Ll )¥1 (=d 5 |1
;S (lack) Gsoss o slalall o s8aall IS 1Y) (Obtain competent advice and assistance) daaidall sacluall 33 ) sdiall e Jiasy 5 2
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) A JLaiuy) g i) g dallall cildal Y1 1 Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (1313 (s - & L) cillls ¥) .4

: (Due Professional Care) 4! sl dxigall 43Uat) 2

1220.C1 348l e

sl Bl Leslel e DDA (o pbid Tl ) o e 5301 i) Aulial) s jlaa cpuldlal cpiadd e o

;lld 4L . (Needs and expectations of clients) a¢itad 5i5 ¢ Saall Claliis) @

.(Nature) 4xuh .1

(Timing) Cuésiy 2

.(Communication of engagement results) kb )Y &zl ¢34 5.3

C e S o

.(Relative complexity of work needed to achieve the engagement’s objectives) dagall Calaal Gaaail o slaall Jaall ol 28a1ll 1

.(Extent of work needed to achieve the engagement’s objectives) agall Calaal Gaaail o glhadll Jaall 520 .2
.(Cost of the consulting engagement in relation to potential benefits) Alaisall xdlially (alat Lad g Ly bl yY) 245 o
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (s - 4 jLiiud) cildals ¥) .4

: (Due Professional Care) 42/ sl dxigall 4liat) 2

a2 JD& (s (formal consulting engagement) 4wy s il bl Hl 2] ) 2 (exercises due professional care) 4e 33U dzigall 4lall AR g8a) u jlay
PR TR

<l A L . (Needs of management officials) 310! (A5 Cilalsl (1

.(Nature, timing, and communication of engagement results) Lic &Y 5 Ll 5i 5 Jalii ¥ mili dapla

L e DS (2

.(Possible Motivations) dldiadll &dl sall 1

.(Possible Reasons) laiaall sl 5 2

.(requesting the service) 4exall ¢ sallay

.(Extent of work needed to achieve the engagement’s objectives) Bl ;¥ cilaal siail cslhaall Jaall (e g2l (3

.(Skills and resources needed to conduct the engagement) Ll ¥ ¢l ,aY da 33U 3 ) sall 5 &) jledll (4

.(Effect on the scope of the audit plan previously approved by the audit committee) Gl Lial Jd (e laslaie) Gaw Al Géxil) ddad gUas e 5l (5
.(Potential impact on future audit engagements) 4liival il cilaly ) e Jaisall Ll (6

.(Potential organizational benefits to be derived from the engagement) Ll ¥l (x ledde J pasll Sy Al dlddiaall dpaadasal) 2l 48l (7
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLiad) g Laiaall g 4allall cillalis ¥) : Uit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (88a - &y jLiiu) el Y1 .4

: (Due Professional Care) 4! sl dxigall 43Uat) 2

SRR

.(independence and objectivity evaluation) 4 s sall 5 AdNELY) anidi 1
;A @@l o | (due professional care considerations) 4l ¢l dxigal) lall &l el 5 2
Fadial) 2asall (530 5 Al i) 2 5 nll e sheal) pans 5 e e Laia) Siny (1
.(Conducts appropriate meetings and gathers necessary information to assess the nature and extent of the service to be provided)
284 31 e (receiving the service understand and agree) ¢85 s O segdy daadll ¢ siliy cpall Sl ) () K5y (2
.(The relevant guidance contained in the internal audit charter) JA3all g8l gl & 33l 5l dlall ld clals yY)
.(Internal audit activity’s policies and procedures) A3l (s8xill Jalis Gle) ja) g Gl 2
.(Other related guidance for consulting engagements) 4Ly il ;W0 Alall @l A alalé Y .3
Dl Al cllals ¥ elal Jalall gaa) i
.(are prohibited by the charter) @3l s a5 shaaa 1
.(conflict with the policies and procedures of the internal audit activity) /) Gdxll llis cile) ja) s Slulw an G jladi 5l 2
.(do not add value and promote the best interests of the organization) kil Ll mlladl ;i dad Cauai ¥ 5l 3
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLiad) g Laiaall g 4allall cillalis ¥) : Uit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (88a - &y jLiiu) el Y1 .4
: (Due Professional Care) 4! sl dxigall 43Uat) 2

SRR

AT ) Lzl Aalad) el ,¥) Adad pe (380l A L) Jal Y1 s (3
.(Evaluates the consulting engagement for compatibility with the internal audit activity’s overall plan of engagements)
Jellyy |, Galie iy o) aall ) | Lede adiad y 3 5Laind) cillals Y1 lalaall e Aaildl) cullalss jY) ddad auali 38
.(provide necessary audit coverage) 4o 2! sxil) ddaxs yid i
: (= S (Documents) Gis (4
(General terms) axlall 5,40 1
.(Understandings) <&y [ Clealadl) 3 2
.(Deliverables) s Al / il sill 5.3
.(Other key factors) s_AY) 4w )l Jal 2l 5 4
b Aan )l A jLuy) Lol ;N
.(Written agreement) 4 5 48L& |1
(Written plan) 458 b i 2
e Lena sl g (g obiind Jalsi ) ¢ gl cpdl) gl 5 Sl Sl agds o (g5 al) (e
.(Reporting requirements) )&l ands cildhkia 1
.(Communication requirements) Jwal sill <lillaia |2
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (s - 4 jLiiud) cildals ¥) .4

: (Scope of Work) Jead) (3ki .3

2201.C1 48 L
G Aalgd) el Y d;\ %) _Lg)iy\ Jaand) a8 65 g Aliall Ol il giguall g (3Uaill alaaY! Jes o laay) Lals )Y e &= Laaldi o gdafall o gs8aall sy u\ e

el 8 35

Implementation Standard 2201.C1
Internal auditors must establish an understanding with consulting engagement clients about objectives, scope, respective
responsibilities, and other client expectations. For significant engagements, this understanding must be documented.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (s - 4 jLiiud) cildals ¥) .4

: (Scope of Work) Jead) (3ki .3

2210.C1 il jlma
Jaenll s adde il aall 1) A5 llaall 5l s S pal) cililee el Liiny) b)) cilaal It of casg

Implementation Standard 2210.C1

Consulting engagement objectives must address governance, risk management, and control processes to the extent agreed
upon with the client.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (s - 4 jLiiud) cildals ¥) .4

: (Scope of Work) Jead) (3ki .3

2210.C2 3&i e
Lgdloal s Lgtloml yin g A pall af ae dlsie <l HLiinY) Jalsi ) Calaal ¢ 5S35 () ang

Implementation Standard 2210.C2
Consulting engagement objectives must be consistent with the organization’s values, strategies, and objectives.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (s - 4 jLiiud) cildals ¥) .4

: (Scope of Work) Jead) (3ki .3

2220.C1 L& e
Glaill Jga cldaias y shaty () salalall () sdaall S8 13) Leale saiall Calaa¥) dadlead CalS Sl y¥) (sUai ) (e aSU il ol e a4 L) cillalss )Y elal aie
Y ol Bl )Y (A et OIS 13 Lo sl Jaeall e cllaiail) sda d58la Canod Lol )Y oL

Implementation Standard 2220.C1
In performing consulting engagements, internal auditors must ensure that the scope of the engagement is sufficient to
address the agreed-upon objectives. If internal auditors develop reservations about the scope during the engagement, these
reservations must be discussed with the client to determine whether to continue with the engagement.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (A&l (38 - 4y JLaduy) cldala ) 4
: (Scope of Work) Jesd) (3Uai .3
1 (design the scope of work) Jdeadl 3Uai asaais ¢y salalall ) siaall o 63
S 383 Tl drans s Alaimall 5 da) 3 5 dvigall 3:LS e Jalaal) o
.(ensure that the professionalism, integrity, credibility, and reputation of the internal audit activity will be maintained)
Gl 3y (g pesad Aulial) laloa) Al Calaa ) ¢ gallall ) séaall aaas (planning formal consulting engagements) 4se ) 3 )LEELY) Gllaal B P | NS
D okie Y G Aalal) giaall Aaly a8 5 oY) Lealka @l ) slati Lgiadlie cangy A Galaal) ol alal) (giaall oy g sl clillay 5oy s 13 laaal) s () silly
&by Il )Y & ddlayl CalaY) (el 5 laY) ¢ L8 (1
.(Persuading management to include the additional objectives in the consulting engagement)
Y 5 Juaiie a8l Ll 5l & Cala¥) @l b ey (g liin) Ll V) il Jledl) Jual sill 8 ddasDlal) @l (e ~Ladl) 5 calaal) dagliall 8 Jidl) 5855 o (2
(Documenting the failure to pursue the objectives, disclosing that observation in the final communication of consulting engagement results,
and including the objectives in a separate and subsequent assurance engagement)
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (s - 4 jLiiud) cildals ¥) .4

: (Scope of Work) Jesd) (3Uai .3

2240.C1 il jlma
.H_.ﬁ‘)‘)!\ danla L;s Blie) (g ginall g JSE) Cua e ao Ly Q\..La\.ﬁ)‘)[b LalAll Jaall GA\JT’ Ay a8
.Work programs for consulting engagements may vary in form and content depending upon the nature of the engagement.

D e OIS A I 4 LY cillals ;YL Lalall (Work programs) Jesd! z)_: (document) (&
.(objectives and scope of the engagement) Llsi ¥ (3lki s calaal 1
.(the methods to be used in satisfying the objectives) <ala¥! 3iad b lgaladinl cany Al 3kl 2
Do oslalall o s8aall 4 98 B8 (establishing the scope of the engagement) s )Y (3Uad aaat e
.(expand the scope) GUaill au 53 .1
.(limit the scope) @Uaill i 5 2
.(satisfy management) 3_1a¥) ¢l )Y
Lol ,¥) Calonl (Gaiai) Vialia () sSoms o siall Jaad) Ui ol JJaIal) 80l iy o comy I3 e

.(scope of work will be adequate to meet the objectives of the engagement)
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4o jbies¥) § 4piaall 5 dutlal) il ¥1 1 Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (1312 (381 - 4y L) cilals ¥) .4
: (Scope of Work) Jesd) (3Uai .3

. (periodically reassessed) audi sale| 5 5o IS 4
.(objectives of the engagement) Ll ;¥ calaal 1
.(scope of the engagement) bLs ¥ (3Uai 2
.(terms of the engagement) Lls ¥ by »5 .3
.(adjusted during the course of the work) Jeall jaw J3A Lehaad
2220.C2 348 e
Aaledl A N Lleadl plaiiie | g 6 of 5 ol 51 Calaal e Anudall 46 )l Aadlea cpadalall daall Je ang 45 jLasuY) el Y oL

.During consulting engagements, internal auditors must address controls consistent with the engagement’s objectives and be alert to significant control issues.
Lo 5 G L Y s el i) il Y N8 A R 8 1) cilles el () pe il () 5001 ¢ sl
.(Substantial risk exposures) bl 3 sl Gl jaill 1

.(material control weaknesses) 41l & 48 sall Coraall Lalas 5 2
BolY) (ulaa S Ll solay) J (auditor’s concerns) 3l (o glaa g4 a ol YA oany =
D Os8aall 2oy
o)l ol Cadall BlA giall of s3adall il jal) g Camaall Ll i (2 il dgaal 1
.(the significance of exposures or weaknesses and the actions taken or contemplated to mitigate or correct)
DD slae ) Las 810y Galaa s Llal) 310y cilad gy 2
.(the expectations of senior management and the board about reporting)
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéias¥) 5 4piaall 9 dallal) cillalis 3¥) + Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) Aila (882 - & i) cilbls ¥ .4
: (Communicating Results) il &5 .4

2410.C1 345 e
) cilalgia) g bl )Y dagda e 13laie ) (5 gl 5 JSAN Cua (e A L) clalacil) il g anss Ol Jual sil) Calidg

Implementation Standard 2410.C1

Communication of the progress and results of consulting engagements will vary in form and content depending upon the
nature of the engagement and the needs of the client.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéias¥) 5 4piaall 9 dallal) cillalis 3¥) + Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) Aila (882 - & i) cilbls ¥ .4
: (Communicating Results) il &5 .4

2440.C1 il jlma
e Daall 4 L) el ;S0 dledl) il Jaa 53 e Jiganall s (Gaill sl s )

Implementation Standard 2440.C1
The chief audit executive is responsible for communicating the final results of consulting engagements to clients.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (s - 4 jLiiud) cildals ¥) .4

: (Communicating Results) il A48 .4

2440.C2 il jlma
Lo 5V Cala s Lladl 55101 & 300 Cany B 5all Fage NS 030 (585 Ladie 200 115 lalacall 5 5)3) 5 G sall Lol apaa €y 4 5Lt el y¥) DA

Implementation Standard 2440.C2
During consulting engagements, governance, risk management, and control issues may be identified. Whenever these issues
are significant to the organization, they must be communicated to senior management and the board.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4o jbies¥) § 4piaall 5 dutlal) il ¥1 1 Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (1312 (381 - 4y L) cilals ¥) .4
: (Communicating Results) z=till s 4

BY) ae adle Batall g 2aaall il e calaa ¥l 5 Ao iyl deadl) ) sallay Sl f (8 (e ale JSG )l slae ) Glilhate paa 24
.(nature of the engagement) Ll ;¥ dapla 1
Lt e ) Cilaslrall geriinne zling s al dalse 5l 258 o Claasa 515 .2
.(any limitations, restrictions, or other factors about which users of the information need to be made aware)
LB gkl &
.(communicate results beyond those who received or requested the service) W salla sf daaall | gali () Gl gl gl il Jaall giaall Jay,
Aol Cal RY1 ) il ¢ 300 At Gy E s gy Ja0a) @A) a8 Vs o Jie
e U G gy a4l G el (iaall 34y Gl
Alall cly YLtV 5 (g i) Bl YU Bl Lad AN b adle a geaiall slad¥) uaa (1
Al Cal RY1 L) JlaiV) a5 deaall Gl f pualivaall ¢ 18) 4 dlas (2
Ao L) VLtV Glaty Led ol Gaaill Bl el jal s clubis ol JJ800 38x (3l 8 50 5l Cilgaa gl 40a5 (3
AlaYl el aY) ol Cilgaa sl o Alall cild (s AN ) 5 @ gLl ae ) 68 4500 5 Aabaially Lalall & gLl ac) 8 45 saa 8 deaiall Culald YY) 2as3 (4
Laahats o 458 bl sl gaaall e 4l gAY 2ol @l ol ey @AY 8 Gudalall i) dgae ulee DA (e Wi Al Al ol Y1 aas (5
Bl a8 Akl gl
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (s - 4 jLiiud) cildals ¥) .4

: (Communicating Results) il &5 4

: 4 (Internal auditors disclose) ¢salall & ssaall ad,

.(Management) 3,2 .1

.(Board) 3,13Y) ulae .2

.(Other governing body of the organization) kil & 5 Al il dan 1 5 .3

. oe

.(Nature, extent, and overall results of formal consulting engagements) 4xew Il 3 LatuY) Gilleal ddlaal) il 5 (20 g Azl 1
.(Other reports of internal audit activities) sl @ésill daia¥ s AV all culs ) 2

.(how audit resources are being deployed) Gl 2} ga &3 44 ale e Galaall 55 laY) ¢sadalall o ssadll oy

Banaall Slua gill 5 zitl) Y g 4y jliiny) cllals )Y e3a e (detail reports) aduadi y ol Juw ) 4 5h Y

Ll ;Y Lgbua iy b Y (e &) 5331 02¢) (appropriate description) caulie Ciua s anii o4 (Sl

BSY) Gadaa s Wlall 5 1aY) ) L i iy « 2060 o191 bl Qe 38 3 pa ) A g panas oli gl (555 i Juai¥) 13
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLiad) g Laiaall g 4allall cillalis ¥) : Uit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (88a - &y jLiiu) el Y1 .4
: (Documentation) @i .5

2330.C1 348 e
u\ G daa A Akl u\)jay lgic C\)ﬁ‘}[\ SIS ol Hlana) dals ) i ey Llaial) g Jaas e AL Aalall alubl) sk u\ Cadll Lﬁmﬂ\ ol Je
Al @by clilbidl e b e sl dpedai cililhie (ol 5 dabaiall lald ) ae At Clulaud) 228 () 5

Implementation Standard 2330.C1
The chief audit executive must develop policies governing the custody and retention of consulting engagement records, as
well as their release to internal and external parties. These policies must be consistent with the organization’s guidelines and
any pertinent regulatory or other requirements.

A Hlaany) clals JY) e 55 peally Akl cllaal 64 6il) colillatia gudats Y

.(Documentation requirements for assurance engagements do not necessarily apply to consulting engagements)
el Y EOBlas ASle Jie Alall <ld Llaal) & O slalaty g Aulial) Bl Llaa Y Glubus ¢ siaall iy duaw Hl) 45 )LaSWY) Gilegall =
- ety a8
.(Legal matters) 458l Jlsall 1
.(Regulatory matters) daaaiill Jiluall 2
(Tax matters) 4w pall Jiuall 3
.(Accounting matters) 4xulaall Jiludll 4
.(Special treatment in the records) <Jaudl Aals dldlas
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — INTERNAL AUDITOR) (313 (s - 4 jLiiud) cildals ¥) .4

: (Monitoring) & 1.6

2500.C1 il jlma
Jaenll ga dgle gaiall Il 4 L) culalis ;Y1 il 8 o el A0 gl Jalis (il o cany

Implementation Standard 2500.C1
The internal audit activity must monitor the disposition of results of consulting engagements to the extent agreed upon with the client.

Ao L) Ul HY) (e dilise o165 dnulio 48] yall (e ddla)) ) ) () 4S5 08

CJie . diline Jalge e A8 all 3 gen Aaiad 8

.(management’s explicit interest in the engagement) Ll VL = pall 5 510Y) alaial |1

[(internal auditor’s assessment of the project’s risks or value to the organization) duws sall Luilly 4iad 5 & 5 pdall lalaal )l gaadl avii o 2
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CIA

PART 2

Practice of Internal Auditing

UNIT 3
FINANCIAL, ENVIRONMENTAL,
AND CONSULTING ENGAGEMENTS

Accounting with ahmed samir

@ www.accountingwithahmedsamir.com €) TWITTER.COM/AHMEDSAMIR6061 & WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV
ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII
ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit I

FINANCIAL, ENVIRONMENTAL, AND CONSULTING
ENGAGEMENTS

CONSULTING

- ENGAGEMENTS
— OVERVIEW
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 Léiud) g Axinl) g Aallall cildals Y1 1 Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3
: (Definition) < 23! .1

.. * (Consulting services) 4 ity cileaal)
“a3¢i 9 (nature and scope of which are agreed with the client) Jwall ae i g lhanh e @lai¥) o3 Al dlall Gl o Slead) 4ot ddaiil g 4 jLiin) Aalsl”

Giem ye

A ices) a5 ot go 13 (3l ] (add value) 4« dils] .1
< ] . ., ke kg e ) ) .
(Assurance services) & - .(improve an organization’s governance) shial 4aS g Gililee iy 2

.(improve an organization’s risk management) dakidl jhlia s ) Gawady |3
.(improve an organization’s control processes) 4elaiall & 34 )l Cllee sty 4
BoIY1 A g e SR GEaall sk of (50

) VAN I

.(Counsel) 3_ siall 1

(Advice) dapaill 5 .2

.(Facilitation) _xwills .3

.(The IIA Glossary) “(Training) <3l 5 .4
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GLEIM:

Advisory and related client service activities, the nature and scope of which are agreed upon with the client, are best described as

A. Internal audit services.

B. Assurance services.

C. Consulting services.

D. External assurance services.

Answer (C) is correct.

The IIA defines consulting services as “advisory and related client service activities, the nature and scope of which are agreed upon with the
client and which are intended to add value and improve an organization’s governance, risk management, and control processes while not
assuming management responsibility. Examples include counsel, advice, facilitation, and training.”

A The definition that is given is The IlA definition of consulting services with The IlA’s proposed change.

B The definition that is given is The IlA definition of consulting services with The IlA’s proposed change.
D The definition that is given is The IIA definition of consulting services with The 11A’s proposed change.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 Léiud) g Axinl) g Aallall cildals Y1 1 Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3
: (Definition) < 23! .1

1000.C1 145l jlme
.(The nature of consulting services must be defined in the internal audit charter) J3Jall sdxill (3lise A 4y )Laiuy) Gileadld] dada st iy

GLEM

D (e S il

.(Nature) 4xuh .1

.(Scope) @iy .2

.(subject to agreement with the engagement client) Ll )Y Jue ae G g LaauY) Lol Y|

CdAlall pdaal) dgma G glita ) Aliall I3 day jall dasdadl) a4y L) algall cildlaia (IA) omlslall cpsaedl sgaa (e 3 aball ¢l HLELY) 288 julee Coal
.(I1A publications) (sl
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GLEIM:

Internal auditors may provide consulting services that add value and improve an organization’s operations. The performance of these services
A. Impairs internal auditors’ objectivity with respect to an assurance service involving the same engagement client.

B. Precludes generation of assurance from a consulting engagement.

C. Should be consistent with the internal audit activity’s empowerment reflected in the charter.

D. Imposes no responsibility to communicate information other than to the engagement client.

Answer (C) is correct.

According to Impl. Std. 1000.C1, the nature of consulting services must be defined in the charter.

A Consulting services do not necessarily impair objectivity. Decisions to implement recommendations made as a result of a consulting service
are made by management. Thus, decision making by management does not impair the internal auditors’ objectivity.

B Assurance and consulting services are not mutually exclusive. One type of service may be generated from the other.

D A primary internal audit value is to provide assurance to senior management and audit committee directors. Consulting engagements cannot
be rendered in a manner that masks information that in the judgment of the chief audit executive (CAE) should be presented to senior
executives and board members.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) A JLaiuy) g i) g dallall cildal Y1 1 Unit 3

: (CONSULTING ENGAGEMENTS — OVERVIEW) duls 5 ka3 - & L) cildals ¥) .3

: (Principles Applied to Internal Auditors’ Consulting Activities) Csidlall (pfdaall 4, Liiuy) Al o didaal) (saluall 2

Aty a5l ga g dalaiall ellf A8 Canlis 48 Hlay cplaly e Caba 5 denge JS Jalo AN i) Lalial dedll (o je (3:8a3 24 - (Value Proposition) 4edll o e .1
Sl ¥lad e aliie el a OMA (e G pall dad AELaY Faacadll 5,Lanay)y 2l Al Gacaty SN AR Cayjes L6 13 Aadll e s
A8l il

ale JS5 (Say  JAaly i Lalis JS 4 dasaie 5 dalaiie andli diagie a2 o3 - (Consistency with Internal Audit Definition) (A3l (383 Ciy 25 aa (381 6311 2
BB sl ) Cay el e (380 555l diliaal) el Ciledd (e 3 shaie YIKET Wyl cileadd) Jadi 8 @lld aay .l i) s 2l (e drl 5 U8 8 Clendl) 4l
sl

— (Audit Activities beyond Assurance and Consulting) </ liiuy) g astil) glai z J& gdail) dadi) 3

D e gAY Al GEal Clard laegiun Yo el Legany e ol iy aslll jaiy ¥

.(investigations) <laasill 1

.(non-audit roles) 48l e 53V 5 2

DGR lead (e 2=l ) S

.(assurance role) ¢St 50 1

Madvising 5, #dall aa8" (assurance role) lidul g,
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GLEIM:

Which of the following statements is false?

A. A disciplined, systematic evaluation methodology is incorporated in each internal audit activity. The list of services can generally be
incorporated into two broad categories of assurance and consulting.

B. Assurance and consulting are mutually exclusive and do preclude other auditing services such as investigations and nonauditing roles.

C. Many audit services will have both an assurance and consultative role.

D. Internal audit consulting enriches value-adding internal auditing.

Answer (B) is correct.

Certain principles guide the performance of consulting activities of internal auditors. For example, assurance and consulting are not mutually
exclusive and do not preclude other auditing services such as investigations and non-auditing roles.

A This is a true statement.

C This is a true statement.
D This is a true statement.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3
: (Principles Applied to Internal Auditors’ Consulting Activities) Csidlall (pfdaall 4, Liiuy) Al o didaal) (saluall 2

dagdll ol alal) dral yall 55 JAalall 3ésill < jliiul - (Interrelationship between Assurance and Consulting) < Laiud) g uSUl (p Adatdial) 483011 4
A L) ClaBlal) (e Wiagl ey 28 2SUl) (o V) Sl claadd 3 i) daiill o) <5 L Wlle cal HLiial) o cpa 8 A8l

O andl e laly Gl (o galalall ¢ g@adll 28 - (Empower Consulting through the Internal Audit Charter) (314 @83 Gl DA e @l LEEWY) (pSai 5
elld e 4 LY cleadd) g gl

.(Analysis of controls built into developing systems) 4akai¥| sk & diacaall 406 )l Jolas 1

.(Analysis of security products) 4xe¥) cilaiiall Jilaiy 2

.(Serving on task forces to analyze operations and make recommendations) <lua sill aasi g Glleall Jldadl Jaall (38 4 Jaell 5 3

A ) e

s CuilS 1)) ddlaa) Gilead claYy L";s\ﬂ\ Caail) dalds (empower) J e 3l Lalas

.(Not represent a conflict of interest) mbaall & Gl Jid Y 1

.(Detract from its obligations to the board) s_12¥! (alae sl alal 3l (e (aliss 5l 2

(SR B Slae b Sl 108 ey

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3
: (Principles Applied to Internal Auditors’ Consulting Activities) Csidlall (pfdaall 4, Liiuy) Al o didaal) (saluall 2

1 8l agd (e (enhance) biny) clerdll 325 3 - (Objectivity) 4 s 5l .6

.(understanding of business processes) 4 laill Cllaall 4

.(understanding of business issues) i il Lzdll 5 2

[(related to an assurance engagement) ~Still Ll )L dalxidl)

L sle 55 all (impair) JaS [ i Y

.(the auditor’s objectivity) g »ll Auc gin 50 1

.(the internal audit activity’s objectivity) A3l 8l bl e s 5 2

.(Internal auditing is not a management decision-making function) _12¥! )l &l s cailla g o ARl G830

I3l Aaal pall 3 LiiaY) deadl) dagti 3 jalaall Cilua il Mds ) alade) <l ) 85 oY) A

.(Decisions to adopt or implement recommendations made as a result of an internal audit advisory service are made by management)

BoRY) s )l all JAalal) S8 Lo giage il Y Glll
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3
: (Principles Applied to Internal Auditors’ Consulting Activities) Csidlall (pfdaall 4, Liiuy) Al o didaal) (saluall 2

Al claaal anda dlaie) @ LELY) e SN - (Internal Audit Foundation for Consulting Services) 4 bdin) cilasdll Adfal 3848 (uauls |7
. (formal or informal) 4sew ) e o) daen )y ol g . Ji 385 (natural extension of assurance and investigative services) (:axill

.(Advice) Aapai 1

.(Analysis) <3ulas i 2

(Assessments) il 5l .3

s ol e 4 )Ly Jlee Y (e g il 138 ¢1aY (uniquely positioned) u s gy A& Aalall Gdxill Ll iy

.(its adherence to the highest standards of objectivity) e sxasall julaa Aol LS (1)

.(its breadth of knowledge about organizational processes, risk, and strategies) <l ¥l shalaal) 5 dsedasll Gldeal) Jsa i jma 3Uas &Ll (2)

GLEM
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GLEIM:

Consulting services

A. May enhance the auditor’s understanding of business processes or issues related to an assurance engagement but will always impair the
auditor’s or the internal audit activity’s independence.

B. To be performed by the internal audit activity should be authorized by management if they do not represent a conflict of interest.

C. Should not be performed by the internal audit activity because they impair objectivity.

D. Are a natural extension of assurance and investigative services and may represent informal or formal advice, analysis, or assessments.
Answer (D) is correct.

Much of consulting is a natural extension of assurance and investigative services and may represent informal or formal advice, analysis, or
assessments. The internal audit activity is uniquely positioned to perform this type of consulting work based on (a) its adherence to the
highest standards of objectivity and (b) its breadth of knowledge about organizational processes, risk, and strategies.

A Consulting services may enhance the auditor’s understanding of business processes or issues related to an assurance engagement and do
not necessarily impair the internal audit activity’s objectivity and independence.

B The board empowers the internal audit activity to perform additional services if they do not represent a conflict of interest or detract from
its obligations to the board.

C An organization may find that the internal audit activity is uniquely qualified for some formal consulting tasks.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3
: (Principles Applied to Internal Auditors’ Consulting Activities) Csidlall (pfdaall 4, Liiuy) Al o didaal) (saluall 2

: 1 (provide assurance) 2SU i 55 8 4ulud) sl 3830 4e8 Jicki - (Communication of Fundamental Information) dawluy) cls ghaall Juasi .8
.(Senior management) Wxll 3 )2y 1

.(Board) 3_)2Y) ulaay .2

Do) i any L (CAE) Gaill sl i 3l ol 3 .. ) (masks information) e siaal) caaad 46, kg 4y jLiiaY) cillals V) ¢ o) Sy Y

.(Senior executives) Gx2amll g paall JLS 1

.(Board members) 3_2¥! Galas sliacis 2

.(All consulting is to be understood in that context) @lbadl 138 & &l LEY) S agd aan LS
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3
: (Principles Applied to Internal Auditors’ Consulting Activities) Csidlall (pfdaall 4, Liiuy) Al o didaal) (saluall 2

leaal) ¢1aY dpulud ac) @ Glabaidl sal & ) s - (Principles of Consulting Understood by the Organization) daliiall Lgagdi Al <l Laiuy) sl .9
Aadaiall Jaly jaliall 5 51y Galae 38 (e daizall G833 (3l 8 2o sal) o2 (i 1 Aaliiall eliac] aren Lgaghy A 4y L]
2Ll (engages external consultants) omas A (noliiue 50Y) a2iiui L Wle - (Formal Consulting Engagements) dsau ) @i Liiuy) clle 10
Lol agat 1) A yl) ol LS alee panal mjd I3 Ja e Al i) Talss ) dalaial) aad o8 Gl was a0 (e Al 8l et dpen )y 4 jliiny) il ;YU
Ll )Y ¢l ,aY (systematic & disciplined approach) Uasiaic s Lakie lags aaii Jalall 38210 de gane Gl dpans )y (g il Ll ) ¢l Jalall gaxil
5,12Y) s (enter into dialogue) Ll s~ o8 Jsaall (adxill 2l e U 4y HLaiuY) Gleadll ~eudi - (CAE Responsibilities) (3835 (L8500 (i 1) il g3a 11
D daa b i s 8 Badaa 4y Hly) Lliad dadlaal
.(breadth of the engagement) L3 ¥ gLl 1
(time frames) 43l ,kYI, 2
.(responsive to management needs) 3_l2Y) Glalia¥ duatua
;=GR o285l G ) Tadling Gl aa g
.(prerogative of setting the audit techniques) @8xill Gl xuia g 4ala
: &) (right of reporting) )Wl st & 3ally 2
.(Senior Executives) cmxaiill cp paell LS 1
(board) 3_)2¥) (ulaay 2
Aabiidl e 35S jlalae L) Lial 5 il el (S5 Lexic
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3
: (Principles Applied to Internal Auditors’ Consulting Activities) Csidlall (pfdaall 4, Liiuy) Al o didaal) (saluall 2

(a1 (B e i JS U85 Yl s Al 8.4 - (Criteria for Resolving Conflicts or Evolving Issues) 5_shiall Sl g cle) 33l Ja julas 12
P EN K\ [P < CN R WG DX | I VPP K\ [ g 1 B
.(IA Code of Ethics) sl Gmlalall asiaall sgaa Aalad) el slull ac] 8 45 500 1
) Gaxll gl A jlaal 4 sal) julaall o) 5 pailiadll julxas 2
.(Attribute and Performance Standards of the International Standards for the Professional Practice of Internal Auditing)
sl 5 (33AY) L5 an Wauiie (unforeseen conflicts of activities) dadill 8 adsia e ojbai gl da 05 of ey WS
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) & jLia) 5 dsisal) g Agtlal) cillali ¥) ; Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3
: (Classification of Engagements Implementation) sl ¥) L% Civiati |3

2010.C1 ksl

D le Bl ¥ 5,8 e 2l da yimall 4 jlinu) colaledll Jgd b g8l sl iyl ks of casg

.(improve management of risks) _shlaall 5 )] st 1

.(add value) 4l 4dlza) 4 2

.(improve the organization’s operations) dxkiall Clilee (jauatiy 3

2120.C1 3&8 e

Al Bl i 3 ga ) alaiiie | 536Ky of 5 L dali V) Caloal e 4881 i) lalaad) dsdles Galalall iad) e Cany L Ay jliiu) aleal oL
2120.C2 348 e

Aadidl) b LA 51y cililen] agani o A L3y S HLiall (e deniSall Sllaall 3 jaall gad Gulalall Giad) e s
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) & jLia) 5 dsisal) g Agtlal) cillali ¥) ; Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3
: (Classification of Engagements Implementation) sl ¥) L% Civiati |3

2120.C3 145l e

. & (assisting management) )Y 3aclua dic
.(establishing risk management processes) bl &l Sllee oL 1

.(improving risk management processes) bl 3 )3 Gllee uad 2

Lled hladll 5503 JMA e (refrain from assuming any management responsibility) 403 4l s5ue 51 Jaad e g liia¥) Gudalall cpaal e oy 4ild
2130.C1 345 jlma

oomlalall sl e cany
Aadaially Al 1 Cillee ai L A jLaial) S JLEA (pe A€l A8 Il 3 jaall e

.incorporate knowledge of controls gained from consulting engagements into evaluation of the organization’s control processes
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 Léiud) g Axinl) g Aallall cildals Y1 1 Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3

: (Classification of Engagements Implementation) sl ¥) L% Civiati |3

.(classifying engagements within the organization) dekiall Jals Gillals )V caiail daxdiuadl (methodology) duseiall (38l (o288l i Hl) 22y
D00 S e palic el Ll Ll )l ¢l ) caliall (e (580 8 Cagphall (any

.(consulting activities) i liiwy) ddadsl 1

.(assurance activities) 2SUll dadsl 2

.(one consolidated approach) as s asl 5 z¢3 S

: o (distinguish) Dadll anliall (e 585 38 5 ,a0 ¥l b

.(assurance components of the engagement) L, astill jalic 1

.(consulting components of the engagement) b )3 4, jLiEuY) palially 2
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) & jLia) 5 dsisal) g Agtlal) cillali ¥) ; Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3
: (Classification of Engagements Implementation) sl ¥) L% Civiati |3

: 0= ¢S (Consulting services) 4liiu) Cileds o) jaly ¢ sdalall ¢ s88aall o 58y 38

.(Their normal activities) dulall agilaiil 1

.(Their routine activities) 45 ) agikisl 5 2

.(Response to requests by management) 3_2¥!) cildhal Alaiu) Gl

A gl e g st JSI Bane Cilel ya) o il ol ) dala cllia ailS 1) Le sy Leasai s S Ay jLiiny) Adaii¥) g g dabaie JS i
i 4 ;b Lo dldisall i) Jads of oSy

: 0585 (Formal consulting) dsaw sl < jLaiud) (1
.(engagements are planned) ! Lhis 1
.(subject to written agreement) « 5iSe B&Y aadiy 2
- Jie .. (routine activities) s 4adsl Jaii (Informal consulting) dsaw i & < Laduy) (2
.(participation on standing committees) dailall Jlalll 84S jLaall 1
.(limited-life projects) ezl 53 s3na au jLill 2
.(ad-hoc meetings) aaiall Gleldial 3
.(routine information exchange) (i sl Slaslaall Jals 4
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) & jLia) 5 dsisal) g Agtlal) cillali ¥) ; Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3
: (Classification of Engagements Implementation) sl ¥) L% Civiati |3

: 0= ¢S (Consulting services) 4liiu) Cileds o) jaly ¢ sdalall ¢ s88aall o 58y 38

.(Their normal activities) dulall agilaiil 1

.(Their routine activities) 45 ) agikisl 5 2

.(Response to requests by management) 3_2¥!) cildhal Alaiu) Gl

A gl e g st JSI Bane Cilel ya) o il ol ) dala cllia ailS 1) Le sy Leasai s S Ay jLiiny) Adaii¥) g g dabaie JS i
i 4 ;b Lo dldisall i) Jads of oSy

: Jadi (Special consulting) 4aldll < jLiiuy) (3

.(participation on a merger and acquisition team) 3 sxiuY) g el (53 58 & AS L) 1
[(participation on system conversion team) aUaill Jysa5 (5 % 8 AS )Ll 2

D e S AS il Jadii (Emergency consulting) 4 Uall i Laiuy) (4

DA AL e Sioa PRSP g By 2 Ghlaall Alua o Balaiay b 5L &1

ile e e ae pe sl Gald il A A8 5e saclua sl dageni o 4l 2

13 Lede GEIVL o a0 Flawdl Al Ll )l e Bale gkt o)) S A cldbaial e Jiladill o el o il Lol Sl o) ) e Lsae O sBaal 585 VT cany

Sl Lol S dae e ST IS0 (5 5ad dieal) deaall cuils
(Wi ol IS LaelaY daedle ST jriad 2S5 AlgaS 5an 55 e a3 pa) &5 3 coleaddl <l 13) Joasil) (5 5ka 138 aagiany Y
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 Léiud) g Axinl) g Aallall cildals Y1 1 Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3

: (Governmental Internal Auditing) (<sSall Adlal) g8.31 4

: 2 (limited) e G L) Glaasll o sSall Ja1a) sl LLis s o) S, 8
.(Local law) (Al o sitall 1

.(Audit standards) @33l Huleas .2

A ) e

Lok

.(parameters of these services are defined in its charter) Ll 3 Cleadll 238 julae 23a5 1

.(supported by its policies and procedures) ls) ) s Ll Leacd g 2

a s ledie sacluall 1323 cileadll o2 (el (Assurance services help ensure management’s accountability) 3_a¥) Ueluse a8l & 2l Clend aclis
Do Ol pd S SIS (e Hladll agtie sia ga s agIDIEL) ) gua ey Gaaall (8] Al S Gl JAay () s8adl)

.(implementing improvements) <liwadl) dai 4

.(authorizing improvements) il oy paill 5 2

.(even those arising from consulting) < Laawy) e 43Ul &l Ss
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 Léiud) g Axinl) g Aallall cildals Y1 1 Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3

: (Governmental Internal Auditing) (<sSall Adlal) g8.31 4
BoY clasl e cpiiadl salg il Adlaae Jaed oda | dxill Aads o) Apnlul) jualiall 350 Gana o siaall Jlay Bl )Y aie
/ .. ob Jia)) 1wl (Core elements) dasbud) yualiall ac i

sl iy 13SH a3y Ge guia ga WG G )1

.Third party is providing assurance about the assertions

s o uSU i e uiaall 508 ead ) Al ualiall
.(Independence) J3aiuy) (1
.(Objectivity) due s sall (2
.(Not auditing one’s own work) 2_all Jee (3835 a2e (3
.(Not performing functions or making decisions that are managerial) 412} <)) 8 3asl §f cailda g olal axe 5 (4
D) g LY Jead) Baaall JMELY 5 AN Clyagil) Jads
.(Creates a mutuality of interest) sl dalias (3135 (1)
.(Positions auditors as advocates for the organization) ekidl (e (p2dlaaS (psaall g 5l (2)
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 Léiud) g Axinl) g Aallall cildals Y1 1 Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3

: (Governmental Internal Auditing) (<sSall Adlal) g8.31 4

e el 8l ol glati | sl gaal) Ll 4y HLinu) Gl (Governing rules) daStall ac ) @l a6l 38
.(External auditors) oms )&l (as8aall 1

.(All auditors) CxSaal aas o 2

D) i 8

(Law) 058 1

.(Regulation) 4a3¥ i .2

.(a Code of ethics) wlidal 43500 o 3

.(Audit standards) 83 julee 5 4

ARSI el aslel a5 afbubinn s ST 38 Tl (3lise JUiel (38l 538 Lyasd ) Cpariay
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 Léiud) g Axinl) g Aallall cildals Y1 1 Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3

: (Governmental Internal Auditing) (<sSall Adlal) g8.31 4

;e b2 sall A Al Iy () s (restrictive governing rules) saiall AeSlall ac il (Gukai aae Al 8 s

(Threats to auditor independence) (@l JN&LY Slagill 1

.(Threats to auditor objectivity) @l 4 s sal Clangill 4 2

LY Lea ki il

ol ety 8 alee e aldie ) e o AY) gl 3508 8l i) sl ashl g0 o6 V)

Do Omadl) o s Glaagill da it adiay

(Merely advising) 5 sl a8 3 yaa (1)

.(Assuming management responsibilities) 3_12¥) Wl s e J g5 (2)

.(review of threats to independence and objectivity) 4e s sall 5 AIMELY) Glaagd dral je Dlel ja) Jslall G831 LU (documents) G
.(external quality control reviewers) Gua A 83 sall Z38) ja 2l jal Aalia 3Gl
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 Léiud) g Axinl) g Aallall cildals Y1 1 Unit 3
: (CONSULTING ENGAGEMENTS — OVERVIEW) 4ale 5 i - 4y jLaduy) cidals Y |3

: (Governmental Internal Auditing) (<sSall Adlal) g8.31 4

L) LY Lea yhad ‘"_;d\ dac g gall j Gl IOy dlaisall Calaagill e asll (controls) a8 &i\ﬂ\ Gl Jaldy gakay
» b Lo A0 o Jadi 38
.(Charter language defining consulting service parameters) 4 Liiuy) 4eaall julea das3 Al Gll) 42 (1
Cal Hliiu) (84S Hliall (s siwe ) dapda sl & 50 e aad Ll el a5 clubud) (2
.(Policies and procedures limiting type, nature, or level of participation in consulting)
e g gall 03¢5 Al algall o 308 3 5 g A LY a Ll (28 (3
.(Screening consulting projects, with limits on engagements threatening objectivity)
.(Segregation of consulting units from assurance units in the audit function) 4xal yall dika 5 8 2SUl Clas 5 (e 4y HLiiu) Clas gl Jaad (4
.(Rotation of auditors) (sl w5l (5
. Jal (= (Employing external service providers) gma il Gleadll 5 450 itk 53 (6
.(assurance consulting) < iauy) cidals ¥ 1
(assurance engagements) 2SUll cals i o 2
AINELY) e guin sall Camazad ol dail 4y Ll Jlee Y aaads Aol o)) e )
Ginse 5Ll ¢ 5 yia (3 Al YA (g e g sall Conia e a8 b L) (7
.(Disclosure in audit reports when objectivity was impaired by participation in a prior consulting project)
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PART 2

Practice of Internal Auditing

UNIT 3
FINANCIAL, ENVIRONMENTAL,
AND CONSULTING ENGAGEMENTS

Accounting with ahmed samir

@ www.accountingwithahmedsamir.com €) TWITTER.COM/AHMEDSAMIR6061 & WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV
ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII
ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit I

FINANCIAL, ENVIRONMENTAL, AND CONSULTING
ENGAGEMENTS

ENVIRONMENTAL
ENGAGEMENTS
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4u Lo 5 dpigall g 4llall il ¥ 1 Unit 3
: (Environmental Engagements) 4zl <l Y 1
: (Environmental Risks) 4l jhliall 1

GLEIIVI s sl (5 gtse e Ll 5 )10 anii of & (EHS) LDy Adlaial) 5 dymaall g Apsd) il gaall il ()l Jadi

ol Lo Lol o 1 Slalaall (o il Vs (s e Aedaiall Cilleny Adagi yall (5 5aY) jlalaall o) 63 dually 45 ) sie 48y yhay AdaiV) oda syl o)
.(Organizational reporting structures) dsedasill &l JSta (1

.(Likelihood of causing environmental harm, fines, and penalties) <l sie 3 Sl & 5 Sw ) pia (A ) Allaial (2
.(Expenditures mandated by governmental agencies) & Sall Cileall s ) & Al Gld 5 padll (3

.(History of injuries and deaths) < sl 5 cibba¥) & )l (4

.(History of losing customers) ¢laall (lag &, )l (5

.(Episodes of negative publicity and loss of public image and reputation) dzeull 5 dulall 5 ) gall (a8 5 dnlud) ajleall Slals (6
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GLEIM:

In any organization-wide risk management assessment, the CAE should include risks associated with which of the following
activities?

A. Environmental.

B. Health.

C. Safety.

D. All of the answers are correct.

Answer (D) is correct.

The CAE includes environmental, health, and safety (EHS) risks in any organization-wide risk management assessment and
assesses the activities in a balanced manner relative to other types of risk associated with an organization’s operations.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4u Lo 5 dpigall g 4llall il ¥ 1 Unit 3
: (Environmental Engagements) 4zl <l Y 1
: (Environmental Audit Function) ) (851 didag 2

JSsel 138 e A jiall JEY) b Bl ) ling 80l Rl udi ) ol ¢l 0 Aigla g e € aa 1) aaiad LAl o3 5100 of Gl sl Gt a1
s e sl il g
.(Operations) <tleall 1
.(Reporting) oWl dac)y 2
Clagaill y Jalall gdall bl Ll ) dha & el o8 e hlase allia ol s caalie JS8 Wil o Al Al halaall (o peil) o 38l gdiill ) s 13)
Aple gl s diloay)
: ) W )& (Typical environmental audit function) faad saill Al (G831 Aals 365
.(Organization’s environmental component) 4ebiall Jnll o <l 1
.(Organization’s general counsel) dakiiall alall Ll i 2
s b LS o ) gl dailal) 3l
OSY Jual) sl g Aliadio dudda g Dlas g 8 Al das jell (o2 5 (AN (o288 G I 2 g ]
.(The CAE and environmental audit executive are in separate functional units and have little contact)
Legibail sy cpilalio cpidla g Oian 5 (8 Al daad jall 5 Gl (2D G ) 2a 5 2
.(The CAE and environmental audit executive are in separate functional units and coordinate their activities)
.(The CAE has responsibility for auditing environmental issues) 4l Ladll (3835 43 g e GB8N (2381 L Yl Jeahy |3
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLiia! g &piall g Ailall cillali ¥+ Unit 3

: (Environmental Engagements) 4zl <l Y 1

: (Research Findings) <l zilii |3

Jiluw 4 : 404 (Risk & Independence) 4Dy 5 shladl Ui (research study of EHS auditing) d«Sbudl g daall g il 5835 J s ddiay A j0 G

.(The EHS audit function is isolated from other auditing activities) s_a¥) 8l dadsl e A5 jae Aadlll g dnall s Aol (585 ddpla g (1

R
tan jen(t)SH(a)le .(Organized separately from internal auditing) Al B8xill e Juatic JSG Aadaia 1
.(Only tangentially related to external audits of financial statements) 4dtall llall s Al G8xIL add (il J<5 ddasi 3 2
;&) ouls .. (Reports to an EHS executive) deSull 5 dauall g Al (8 (o345 Jgpua ) o )l 085 3
.(Board) 3_)3¥) ulas 1
.(Senior management) Ll 3 )3y Sl 2
Al 5 danall 5 Al dids 5 e 4y Juadl e 4aam s &1 (technical field) 8 Jlase 58 Dbl 5 danall 5 ) g o adiad 50y o ) JSaed) 138 iy
D e Blaal) (e sl (S Y 8 ) 3 b
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 Ldiuy) g 4xisll g 4allal) cidalsi ¥ 1 Unit 3

: (Environmental Engagements) 4zl <l Y 1

: (Research Findings) <aal) ilii |3

Jiluw 4 : 404 (Risk & Independence) 4Dy 5 shladl Ui (research study of EHS auditing) d«Sbudl g daall g il 5835 J s ddiay A j0 G
Aadlall (380 yall (3835 el g el i) o sl I (Report administratively) Gola) sl dedlull 5 dasall g 4l (38355 5 jae a3 Le 3ale (2

Dt Ll il agaad ndasill o paall oV s 8 581l Bl B e e JSE (uSaty Capeiall LDl g daall g dad) elal (Y 15k

.(Audit findings) Al zilii 1

.(How audits are conducted) G&dxill cllac ¢) o) 44 2

(What is included in the audit plan) @8l ki 8 4ieai oh L 5 3
Al gam ga g (B8 AINEI gy | Jadh Al 5 06K Ladie Jia L Cpealjall gl aSall dlainall dpagill 134
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 Ldiuy) g 4xisll g 4allal) cidalsi ¥ 1 Unit 3

: (Environmental Engagements) 4zl <l Y 1

: (Research Findings) <aal) ilii |3

Jiluw 4 : 404 (Risk & Independence) 4Dy 5 shladl Ui (research study of EHS auditing) d«Sbudl g daall g il 5835 J s ddiay A j0 G
o ol (s el JUS e Lem 58 (00 (ol Ay Aadatal) 8 4 5l il 5 8 58 8 Y o Ul L) (e (3

DOl O aall Ve sl (S,

(Potential conflict of interest) lbadll & Jaise @ jliad 1

. &= (They may prevent or limit further distribution of EHS audit results) aedudl 5 daall 5 Al (3805 08 (e 2 Jall @ )58 (e s 5l () gzt 285 2

.(Senior management) Ll & 121 1
.(The board) 3_2Y) (ulaay .2

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4o jbies¥) § 4piaall 5 dutlal) il ¥1 1 Unit 3

: (Environmental Engagements) 4zl <l Y 1

: (Research Findings) <aal) ilii |3

Jilus 4 : 24l (Risk & Independence) ib&iny) 5 yhladll Ll=d (research study of EHS auditing) Dbl 5 daall g 8l 3855 J ga Adfiag Al ja s g

L) Ll e gl e glas Ciial o L Wle (4
(Alall cld dpliadll 4 gl A AL (S 1)) deall ey palddl alaall Tase ol alaal) 5liiaY acads 1
subject to the attorney client privilege or attorney work-product doctrine (if available in the relevant jurisdiction)
.(Secret and confidential) Asa sad 5 43 ju 2
.(Closely held) S (e 43 Bliia¥) aiwd U ju e oSy al 13 61 3
.(Severely restricted access to EHS audit information) 4l s daall 5 Al (585 e slaa ) 325 adall Jgea oIl sa slhaall il
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéiud) 5 &) 5 Agtlal) cillalis ) 1 Unit 3
: (Environmental Engagements) 4zl <l Y 1
: (Role of the CAE) (335 g La%l) il 92 .4

el 3 A e ALY Guria s ) g pne S pe Ay Jao A8 gl s3E) utHl) ) Sa
alea) ¢\J\)dﬁqﬂ\¢;m\)ﬁdﬁqﬂgm&d\ ol (aymy daill gaanll iyl e AT (add ) W )8 Al séail) Ads g and Levie

alall gaxl) bl e Leaaaii Aléiiee i< 13 ) ANl A o 33 gall Jlaa daa) e A gany (g )50 JSS AN (o2l Lt )l o 68y

il JS Lgae Jalaill 2 Al Llaall S 13) L Gaal yal) 538 23a

R Al 5 Al 385 el 1 ()5 38

(C«\J;Y\ L.B\JAB ¢ Gled ¥y ¢ Aadaially Aaldl) Al § dsall g aanl) il g C—“}mj Ct) gall JEY e és;ﬁ\) Compliance-focused JEY) Jde Ky 1

(Lhlaall Cagas s dlalall 5 40 gilal) Glllaiall JUieY) Glaa ) Caagd 310 Ak eyl i 55) Management systems-focused 3y dakail e K 5 2

.(A combination of both approaches) craedl JS e 130 51 .3

D (8 gy (3Aill (p208wl) L ) 3y 8 e 13 e Vs Al L sl G s8Baall LS 1Y) Le iy (38l (g apawill L ) s

.(recognized professional auditing standards) L <o yizall gall G823l julaa 1

.(recognized code of ethics) L < _izall & glull e 8 4 gaa g .2

& A 3all L) e A dapaal) Shladll e Al Adedl se¥) e g3LY) laal ) i) Adds s LDEL) 5 cedanll Cunill adly Al o285 G )l 6
Bl Gadae ) salaal) Al

Aaledl Aadball 5 daall 5 Al jhalaay 5 )lY) (ulae &34 (CAE) @8l (52l L )1 Jguy

Baaal) diyds ol ) ) Gl zeas Jardl (e a5 (Blai 41 () 5S5 La ol 5 dadaiall 8 435 40l 4l Jalal) (gl Lol rddaadla

Aakaiall JA13 Axd g s A1 8l Tl Gl can s (3835 lilee o) ya) aial e UL

GLEIM
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GLEIM:

Which of the following suggestions for the CAE related to EHS auditing is false?

A. The CAE should foster a close working relationship with the chief environmental officer and coordinate activities with the plan for
environmental auditing.

B. At least once every three years, the CAE should schedule a quality assurance review of the environmental audit function if it is
organizationally independent of the internal audit function.

C. The CAE should evaluate the organizational placement and independence of the environmental audit function to ensure that significant
matters resulting from serious risks to the enterprise are reported up the chain of command.

D. The CAE should evaluate whether the environmental auditors, who are not part of the CAE’s organization, are in compliance with
recognized professional auditing standards and a recognized code of ethics.

Answer (B) is correct.

The CAE should foster a close working relationship with the chief environmental officer and coordinate activities with the plan for
environmental auditing. If the environmental audit function reports to someone other than the CAE, the CAE should offer to review the audit
plan and the performance of engagements. Periodically, the CAE schedules a quality assurance review of the environmental audit function if it
is organizationally independent of the internal audit activity. The review determines whether the environmental risks are being adequately
addressed. The CAE evaluates whether the environmental auditors, who are not part of the CAE’s organization, conform with recognized
professional auditing standards and a recognized code of ethics. The CAE evaluates the organizational placement and independence of the
environmental audit function to ensure that significant matters resulting from serious risks to the organization are reported up the chain of
command to the board.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) & jLia) 5 dsisal) g Agtlal) cillali ¥) ; Unit 3
: (Environmental Engagements) 4zl <l Y 1
: (Environmental Auditing) < (@853 .5

.(Establish an environmental management system) 4w 313) allai eldd) leildae e 5 5l L3 ) dll il ol g il 8l dacalad) dadaial) e cany

.. ol 235 (environmental auditing) ! gl sUaill s e (g
5 hall Ll e Jal geall dllad y LS (500 dral e

.reviewing the adequacy and effectiveness of the controls over hazardous waste
i) Aallrall Faatall 4 jUall i) Y1 A e (520 daal ye Jadid Sia LS
- 1J<» s (environmental management system) 4l 3 layl olai & ||A Research Foundation 4 salac) &3 (Research report) (siss il
.(Responsibilities) <t s suall
.(Policies) <bulual s
.(Practices) <bu jlaall g
.(Procedures) <lel )2l s,
.(Processes) <llaall g
.(Resources) ) sall 5

.(protecting the environment) 4l 4las
(managlng environmental |ssues) dinl) Lladl) 3 jla) 5
: 4 (ensure compliance) JEiY!) Glaal 488 dalaiall & 43l 446 )l Aadai] il 13 La s laY) dasd Eua Al 5 )oY alad (e I b Y e sa sl )

.(Regulatory requirements) 4udasll clllaid) 1
.(Internal policies) 4alall clulydl 5 2

GLEM
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GLEIM:
A manufacturing organization uses hazardous materials in production of its products. An audit of these hazardous materials may include

1. Recommending an environmental management system as a part of policies and procedures.

2. Verifying the existence of “cradle to grave” (creation to destruction) tracking records for these materials.

3. Using consultants to avoid self-incrimination of the firm in the event illegalities were detected in an environmental audit.
4. Evaluating the cost provided for in an environmental liability accrual account.

A. 2 only.

B. 1and 2 only.

C.1, 2, and 4 only.

D. 3 and 4 only.

Answer (C) is correct.

The use of external service providers by the internal audit activity is to provide knowledge, skills, and other competencies that are not available
with the current staffing of internal audit. The use of consultants cannot shield the organization from liability for illegal acts.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (Environmental Engagements) 4zl <l Y 1

: (Environmental Auditing) < (@853 .5

.(degree of risk of noncompliance) Jiie¥! axe jhad da o e lalae e deliall labial 1 i iSYI JSA) 4 (Compliance audits) JEieY) cilidu (1
: 1 (detailed, site-specific audits) adsalb 4als Lliadi 385 Gllee a

.(Current operations) 4l Gibleall 1

.(Past practices) 4abull Sl jladll 5.2

.(Planned future operations) & hhiall dldiua cillaall 5 |3

: elld & Ly (environmental media the site may contaminate) a sall Lfsh 8 Al Al Jailu sl aaead Zaal je (el e sale

(Air) &) s¢dl .1

(Water) sl .2

(Land) =315 .3

.(Wastewater) < _pall sl sy 4

S S la ) S5 caay 5 (Quantitative & Qualitative) e sy S il oo Ll (ld elly e 3 0le

: &) (preliminary assessments) 4l ¥ Cilapsill (e JELY) 3835 Dllee - ) i

.(performance of detailed tests) dluadill &l LY ¢lal 1

.(installation of groundwater monitoring wells) 4 sall olull 4 3o JLl S 5 2
.(laboratory analyses) 4slexall <30l 3
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) & L) 3 dgisall g 40lal) sl ¥ : Unit 3
: (Environmental Engagements) 4zl <l Y 1

: (Environmental Auditing) !l (&84 5

D sl Gl ke o ) gl Aras 8N Caaay

Al Hhlal 3510y aaa (S5 Jasi s 3353 50 4akail) cuilS 13) L (Environmental management systems audits) 4zl 31a¥) 4akiil 38a5 cllas 2aa5 (2
L bl o Ladie 4358 clS Al Sl jlaal) (e Al Gliadll i 08 4l
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) Ay jLaiu) g dpiul) g Allal) el Y Unit 3
: (Environmental Engagements) 4zl <l Y 1
: (Environmental Auditing) < (@853 .5
Do) Gl llee (g gl Aap 8l o
(ol aadl o b gl J8 38 el gl azal U Al il gllaall 3 Lla) a8 (Transactional audits) <belaal) (3835 clles (3
N el 4 sad o) g Gl e Cd e O sallall ozl HY) Dl ()5S, 8
.38l 3e (a reasonable level of research caadl e J size s siue) due diligence dual sl bl i lalaal) (5825 Clilee allas (|
oalall Al e dal el cildy g O lbaall (3835 Ja) e e Al e S Bl o) Agtad) IS0 W
) c U il e Jalpall a3 Caay o Le Glle
a8 sall & Ut 5 O land) Aral jo et S Ao i) 18 gall Cilapi - 15Y1 Als ) (1
.(Phase | — qualitative site assessments involving a review of records and site reconnaissance)
Jaiaall & ghill cilipe 24 - AN Al yall (2
.(Phase Il — sampling for potential contamination)
Aallaal) 48185 5 il glall JU) (s 5 Jare 28U - &GN s yall (3
.(Phase Ill — confirming the rate and extent of contaminant migration and the cost of remediation)
tJie L 5okAl 3 sall paen y Jlaliall (el Vs aes gl COLaall 3
.(Radon) ¢,
.(Asbestos) L siwa)s .
(PCBs) LS aaxie Jyndll Al
.(Operating materials) Jsill 3l sa g,
(Wastes) <llaill g |

AN WN =
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLiia! g &piall g Ailall cillali ¥+ Unit 3
: (Environmental Engagements) 4zl <l Y 1
: (Environmental Auditing) < (@853 .5
Do) Gl llee (g gl Aap 8l o
.(Treatment, storage, and disposal facility (TSDF) audits) ualiill g o33l g dadlaall 381 pe (3835 clles (4
: N 3 hadll o gall (track) el o al allaty 58
.(Acquisition or creation) bl sl Leluss) -
.(Disposal) i palaill -
.(All owners in the chain of title may be liable) (x5l 4SLal) dludis 8 pSI) jea (558 38 (manifest ole) Document 2iiue Gk o
OS5 88 Al Cy el (Sl Al W (licensed landfill) ad e e (Sa 8 5 jlaal) el e palall Ja 48 58 ae Sl sall o) adlad 1) JEal) Jis Ao
il e Qlle Gl 5 e Lgails 50 g Cilalaiall aren
;) (owns) dalaiall LeSUaE I 53 al) & (TSDF) wmalaill s cp 53l 5 dallaall (331 e (3835 Cililae ol ja) oy
(Leases) la saliui 1
.(Manages) & i 5l .2
.(Externally owned facilities) Ga_la 4S slae cliin i 5 .3
APEPREUNEN| P R PSTET B[P WRE A RUF EER PN POAP JUITEN
D Jie Gl ya) e Al yall () S5 () g 4ld [l 2 Y1 o2¢) (outside vendor) a3 se aladinl xie il
.(Reviewing the vendor’s documentation on hazardous material) 3_kall 3 sall Glis 2 ) sall 336 5 dza ye (1
.(Reviewing the financial solvency of the vendors) (3, sall adlall o3l Axal ja (2
.(Reviewing the vendor’s emergency response planning) 2, sl sl (s ) shall 4laiuy) aylads dxal ja (3
Ll Glaa Ge s puall dpa sSall A sall J8 (o 2aina 2 5all () 22a3 (4
.(Determining that the vendor is approved by the governmental organization that is responsible for environmental protection)
.(Obtaining the vendor’s permit number) 2,5l m pal a8 ) e Jpaall (5
.(Inspecting the vendor’s facilities) 2,5l (38« asd (6
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (Environmental Engagements) 4zl <l Y 1

: (Environmental Auditing) < (@853 .5

dad) e &l e paliill g il W8 (Sa e (pollution prevention audit) &l ada (3855 2aa (5
Lo bl

. O« (pollution prevention hierarchy) &shll aial o ja Judud

.(most desirable) &5, Y (Recovery) zba¥) [ 3la i) -

.(Release without treatment) 4alua &8 A3 | (Jeast) &Y ) -

: ‘ZAUSIS

.(Recovery as a usable product) alaaiu3 8 &3S ~3al¥l [ ala i) |

.(Elimination at the source) Jyadll (o galadll

.(Recycling and reuse) alasiwyl sale) gy il sale)

.(Energy conservation) 48l e Llaal)

(Treatment) g1l |

.(Disposal) u=ladll

.(Release without treatment) 4alles (g0 Al

~NoO b WDN -
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (Environmental Engagements) 4zl <l Y 1
: (Environmental Auditing) < (@853 .5
.(Environmental liability accrual audits) 4l 43 gipeal) ol 31 3835 Cllec (6
: s L (Redefinition) =i sile) e & LY 5 LaS el 5 A g psal) Slal 38 e o il bty a8
.(Probable) J«is« .1
.(Measurable) osall Jid 2
.(Estimable) xill Jas .3
w 0o Oilgse lalall ¢ gaaall ) oSy 8
.(assessing the reasonableness of cost estimates for environmental remediation) 4l dallaall A8 ) 10388 3 gina (520wl
(engineers) cpudigadl Jis .. (independent experts) ¢pliiue ¢l 3d (e Bacluall dual 5l Alall llats o8
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (Environmental Engagements) 4l il 31 1

: (Environmental Auditing) < (@853 .5

: <l 13 L (Product audits) giiel) (385 Glles 2aa3 (7

(Products are environmentally friendly) all dsaa cilaiidl 1

.(Product and chemical restrictions are being met) 4l 2 sall 5 laiiall e A g jaall 25l 2l a3 2

sk ) Aleall 038 5355 8

.(Fully recyclable products) Je\Slly ; saill sale Y ALE Cilaiia ({

.(Changes in the use and recovery of packaging materials) —adaill 5 Laaill 3 ga Balatial 5 aladio) & &) st (@

.(The phaseout of some chemicals) bl 3l gall a2y (0 (o3l Galidll (~
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CIA

PART 2

Practice of Internal Auditing

UNIT 3
FINANCIAL, ENVIRONMENTAL,
AND CONSULTING ENGAGEMENTS

Accounting with ahmed samir
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Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV
ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII
ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit I

FINANCIAL, ENVIRONMENTAL, AND CONSULTING
ENGAGEMENTS

Financial
Engagements
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4o jbies¥) § 4piaall 5 dutlal) il ¥1 1 Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1
: (Assessment of Internal Control) 4l 448 ) anéi 6

gl g U gl 35 IaY) oy sdalall o siaad) sl ALy ) lae) o Aalatall AAIA A I oy s 5,0 (pe L) (pe dpael) ey
: 8245 (action) s)a) sl & (Control) 48 )

.(Management) 3,2 .1

(The board) 3_)2Y) (alaey .2

.(Other parties) s_aY¥) <l LY .3

-1

.(Manage risk) _hlaall 3 )3 1

.(increase the likelihood that established objectives and goals will be achieved) saxsall Gl 5 Calaa¥) g dllaial 334 55 .2
_(||A Glossary) Glladl alaay Ca8athy Jsfza lana il ¢l 48K Chle) jalY) &l Aa g #J 3lay) Jalass

2130 2 s

: (Control) 4

: A (e (Effective controls) Alled 48 5 e Llaall 8 do gl 8ol sasil) Ll sl o cang
.(Evaluating their effectiveness and efficiency) Leis &S 5 Lgiullad anai 1

.(Promoting continuous improvement) _aiwall (pusill 3 jady 2
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4o jbies¥) § 4piaall 5 dutlal) il ¥1 1 Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1
: (Assessment of Internal Control) 4l 448 ) anéi 6

: (Implementation Standard 2130.A1) 2130.A1 145l jLas

o Lo 3l Lo il glanall el 5 Lgillac 5 daliiall S sa (pann lalaall Alain¥) 8 308 Allnd s A0S (50 ity A1) Gl Lalis gy of oy
.(Achievement of the organization’s strategic objectives) dakiall 4l jiuY) Calaal) 585 @

.(Reliability and integrity of financial and operational information) &ulidall 5 Adlall e slaall AaSlu s 48 6 0 @

.(Effectiveness and efficiency of operations and programs) gl 5 Clileall 301 5 43llxé @

.(Safeguarding of assets) Jsa¥) ilas @

GLE"VI .(Compliance with laws, regulations, policies, procedures, and contracts) 2sil s Clel ja¥ s Cluluall 5 2l 5lll 5 ¢l all JUiaY) @
DO S Sy

.(Performance Standard 2130) 2130 ¢)2¥! Jl=s .1

.(Implementation Standard 2130.A1) 2130.A1 248l jlaay .2

.(internal audit activity’s responsibility regarding internal controls) dalalall 46 )L (slat Lad  JAa)al) g8xill Jalds A g e e
.(adequate & effective) dllxd 5 4,88 28,1 48,11 Al (Presumption) oy Y1 sl siaa) e caay Ul

GLE||V| [(violation of the IPPF) 4 sall dyigall <l jlaall JUaY lgisl &igaa ) (Non discovery) GLESY) ase s o za el
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GLEIM:

An internal auditor fails to discover an employee fraud during an assurance engagement. The non discovery is most likely to suggest a violation
of the International Professional Practices Framework if it was the result of a

A. Failure to perform a detailed review of all transactions in the area.

B. Determination that any possible fraud in the area would not involve a material amount.

C. Determination that the cost of extending procedures in the area would exceed the potential benefits.

D. Presumption that the internal controls in the area were adequate and effective.

Answer (D) is correct.

The internal audit activity evaluates the adequacy and effectiveness of controls (Impl. Std. 2130.A1). Moreover, the internal audit activity must
assist the organization in maintaining effective controls by evaluating their effectiveness and efficiency and by promoting continuous
improvement (Perf. Std. 2130). Thus, an internal auditor must not simply assume that controls are adequate and effective.

A Due professional care does not require detailed reviews of all transactions.

B The relative complexity, materiality, or significance of matters to which assurance procedures are applied should be considered.
C The internal auditor should consider the cost of assurance in relation to potential benefits.
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GLEIM:

Controls should be designed to ensure that

A. Operations are performed efficiently.

B. Management’s plans have not been circumvented by worker collusion.

C. The internal audit activity’s guidance and oversight of management’s performance is accomplished economically and efficiently.

D. Management’s planning, organizing, and directing processes are properly evaluated.

Answer (A) is correct.

The purpose of control processes is to support the organization in the management of risks and the achievement of its established and
communicated objectives. The control processes are expected to ensure, among other things, that operations are performed efficiently and
achieve established results.

B Collusion is an inherent limitation of internal control.

C The board provides oversight of risk management and control processes administered by management.

D Controls are actions by management, the board, and others to manage risk and increase the likelihood that established goals and objectives
will be achieved (The IIA Glossary). The internal audit activity evaluates the effectiveness of control processes. Thus, controls do not directly
address management’s planning, organizing, and directing processes. Internal auditors evaluate management processes to determine
whether reasonable assurance exists that objectives and goals will be achieved.
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GLEIM:

The function of internal auditing, as related to communicating results, is to

A. Ensure compliance with reporting procedures.

B. Review the expenditure items and match each item with the expenses incurred.

C. Determine whether any employees are expending funds without authorization.

D. Identify inadequate controls that increase the likelihood of unauthorized expenditures.
Answer (D) is correct.

The internal audit activity must assist the organization in maintaining effective controls by evaluating their effectiveness and efficiency and by
promoting continuous improvement (Perf. Std. 2130).

A Ensuring compliance is a management, not an internal audit, responsibility.

B Actual outflows of funds and accrued expenses are unlikely to be equal.
C Determining whether unauthorized expenditures are occurring is a management, not an internal audit, responsibility.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) & L) 3 dgisall g 40lal) sl ¥ : Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1

: (Assessment of Internal Control) 4l 448 ) anéi 6

. (Control) 4811 |IG 2130 & 4L e Aol i) Lalis il gpee Jsa ALY (e 2 3a s

Ol g Laliill 5 LSl @l sive e (mitigate risks) sbliall cdds e 446 5l Jass (1
;s WS (roles & responsibilities) <l s swall s ) sa¥1 (2
A5l AU i g 50005 o) e Llall 3oy o 1
.(Senior management oversees the establishment, administration, and assessment of the system of controls)
.(Managers assess controls within their responsibilities) aeill ssue (paa 48 1) andiy (5 2l 2 58 2
.(The internal auditors provide assurance about the effectiveness of existing controls) dslall 4,6 )l ddld Jsa calagli o) slalall o s@aal) a8y 3
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) & L) 3 dgisall g 40lal) sl ¥ : Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1

: (Assessment of Internal Control) 4l 448 ) anéi 6

. (Control) 4811 |IG 2130 & 4L e Aol i) Lalis il gpee Jsa ALY (e 2 3a s

D el s e agald 2ie palalall cpsadll e g (3

.(Clearly understand control and typical control processes) 43 saill 26 1l Sllae ¢ 448 HlI Cllasl aal 5l agdll 1

.(Consider risk appetite, risk tolerance, and risk culture) hlaall 48l g ¢ Hhliall Jasi ¢ 3 kAl &de )l 4 il 2

. (Understand) #¢* .3

[(the critical risks that could prevent reaching objectives) <l I J s sll aiai o) Sy Al da adl hladll (1)

.(the controls that mitigate risks) _hlaall (e adds Sl 246 )l 5 (2)

.(Understand the control framework(s) used) dexaiuall 48 1) (ki) ) agd 4

.(Have a process for planning, auditing, and reporting control problems) 41l JSU e &3y 5 (8xll 5 ashadsl) dlee bl |5
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLiia! g &piall g Ailall cillali ¥+ Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1

: (Assessment of Internal Control) 4l 448 ) anéi 6

. (Control) &8, IG 2130 & LN ge Jalall Gail) Lalis il gsme Jsa DALY e 2 s

. (Evaluating the effectiveness of controls) 4 1) ddlé auéi (4
.(Controls should be assessed relative to risks at each level) ¢ siwe JS e hlaally Adlatiall 446 ) andi g
(Internal control should be evaluated on every engagement) bl )l JS 8 ddalall 448 )l andi gy WS
GLEIM .(There is no mandatory approach to Control evaluation) 4G 1) ausil ol 3 zed a0 Y 430 Y
: 324 (risk and control matrix) LG 5 slaliall 48 siias () <5
.(Identify objectives and related risks) ilall cld jhlaal 5 calaa¥) aass 1
.Determine the significance of risks (impact and likelihood) (Jlia¥s ;Y1) shladl dueal aaas 2
: JB) Juw e |, (Determine responses to the significant risks) 3 xSl jlalaall Gllatinl) sass 3

(Accept) Jsdll .1

.(Pursue) 4=l 5 2

(Transfer) Jisailly .3

(Mitigate) il 4

(Avoid) a3 5l |5
.(Determine key management controls) 4w 1) 3 laY) 46 ) nass 4
.(Evaluate the adequacy of control design) 4B 1l aeal LS (530 anii 5
Jlad J<8 Jand g 0ddh a8 il 13) Lae oS0 Cualia JS5 dacaddl 46 ) jL3d) 6

.(Test adequately designed controls to ascertain whether they have been implemented and are operating effectively)
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GLEIM:

Fact Pattern: The chief audit executive (CAE) of a mid-sized internal audit activity was concerned that management might outsource the internal auditing function. Thus, the CAE adopted a
very aggressive program to promote the internal audit activity within the organization. The CAE planned to present the results to senior management and the board and recommend
modification of the internal audit activity’s charter after using the new program. The following lists six actions the CAE took to promote a positive image within the organization:

1. Engagement assignments concentrated on efficiency. The engagements focused solely on cost savings, and each engagement communication highlighted potential costs to be saved.
Negative observations were omitted. The focus on efficiency was new, but the engagement clients seemed very happy.

2. Drafts of all engagement communications were carefully reviewed with the engagement clients to get their input. Their comments were carefully considered when developing the final
engagement communication.

3. The information technology internal auditor participated as part of a development team to review the control procedures to be incorporated into a major computer application under
development.

4. Given limited resources, the engagement manager performed a risk assessment to establish engagement work schedule priorities. This was a marked departure from the previous approach
of ensuring that all operations are evaluated on at least a 3-year interval.

5. To save time, the CAE no longer required that a standard internal control questionnaire be completed for each engagement.

6. When the internal auditors found that the engagement client had not developed specific criteria or data to evaluate operations, the internal auditors were instructed to perform research,
develop specific criteria, review the criteria with the engagement client, and, if acceptable, use them to evaluate the engagement client’s operations. If the engagement client disagreed with
the criteria, a negotiation took place until acceptable criteria could be agreed upon. The engagement communication commented on the engagement client’s operations in conjunction

with the agreed-upon criteria.

Is Action 5 inappropriate?

A. Yes. Internal control should be evaluated on every engagement, but the internal control questionnaire is not the mandated approach to evaluate the controls.

B. No. Internal auditors may omit necessary procedures if there is a time constraint. It is a matter of professional judgment.

C. Yes. Internal control should be evaluated on every engagement, and the internal control questionnaire is the most efficient method to do so.

D. No. Internal auditors are not required to fill out internal control questionnaires on every engagement.

Answer (D) is correct.

The internal audit activity must assist the organization in maintaining effective controls by evaluating their effectiveness and efficiency and by promoting continuous improvement (Perf. Std.
2130). However, internal auditors are not required to fill out standard internal control questionnaires. The information documented in questionnaires may be found in other working papers,
such as flowcharts, checklists, and narratives.

A Internal control should be evaluated on every engagement, but the internal control questionnaire is not the mandated approach to evaluate the controls. Therefore, Action 5 is appropriate.

B Internal auditors cannot omit necessary procedures as a result of a time constraint.
C The internal control questionnaire is not required on every engagement.
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: (Financial Engagements) 4xlal) cilals ¥ 1
: (Assessment of Internal Control) 4l 448 ) anéi 6
. (Control) &8, IG 2130 & LN ge Jalall Gail) Lalis il gsme Jsa DALY e 2 s
. (Evaluating the efficiency of controls) 4l 3.l ansi (5
Bl il 1Y) L le V) e o sl ) gsaadl Aaly
.(Monitors the costs of control) 4 Il callss Ca) 53
.(Monitors the benefits of control) 4@l il ¢ il y
:&ﬁl&\bjuéw all (33
.(resources used exceed the benefits) 58l ) slati deadinall 5 ) 5all (1)
» JAdl Juw e .. (controls create significant issues) ege SO 44 )1 3155 (2)
.(Duplication of effort) 25l aal 503 5.3 (Delay) »alll sl .2 ((Error) Wall 1
.(appropriate to the relevant risk) lall <3 hlaall Gulic 6 )1 6 da 580 o) g 2
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: (Financial Engagements) 4xlal) cilals ¥ 1

: (Assessment of Internal Control) 4l 448 ) anéi 6

. (Control) 4811 |IG 2130 & 4L e Aol i) Lalis il gpee Jsa ALY (e 2 3a s

. (Promoting continuous improvement) iuwall (sl 3 325 (6
o3 dla i (control framework) 8, Jdab @dxill ghdull ud ) a5y 28
: Jidll Jass e (recommend improvements in the control environment) 4 11 day 8 Clisss o jaly Uyl Jalall 38510 Llis a gy 28
JELY) ade e peabuaii Wi g A80AT A8lE e ) & daaall 3 o) cang
.the tone at the top should promote an ethical culture and not tolerate noncompliance
. & (Continuous improvement of controls) 4B 1 il Gawaill (g ghaiy
.(Training and ongoing self-monitoring) 3 _siwall 45130 438) yall 5 v )il |1
Control (or risk and control) assessment meetings with managers (el ae (46 1) 5 Hhlaall ) 48 jall apii Clelaial 2
A logical structure for documentation, analysis, and assessment of desigh and operation Jusdill 5 areaill andiy Judadg 38560 Al JSa 3
.(Identification, evaluation, and correction of control weaknesses) 4 )1l & Caziall Laldi minialy aniy 2aa3 4
.(Informing managers about new issues, laws, and regulations) dxaal) Al slll 5 ) 8l g Lliaslly ¢ yaall 23he) 5
.(Monitoring relevant technical developments) 4lall <3 daill & ) slail) 4481 ja (6
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4o jbies¥) § 4piaall 5 dutlal) il ¥1 1 Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1
: (Internal Audit Plan) A3lall (823 4 |7

.. @225 (CAE) GAxill (saaiil) Lt Hll e g
.(Develop a flexible internal audit plan to provide sufficient evidence to evaluate control) 48 )} ayiil 48 d1af il 45 50 Ay (385 ddad

.(permit adjustments during the year) aball JMa C3haailly e o Gang
: O} @ (plan) sl
.(Covers all major operations, functions, and controls) 4w I 48 )l 5 caills ol) g lileal) e aad 1
dxd il ye ol 5l Gl 15 SY) cilleall Uala 15lic ) Jaad 2

.(Gives special consideration to operations most affected by recent or unexpected changes)
: &y il . (Considers relevant work performed by others) 05 A lgas Al dlall cld Jlee Y1 8 jhi 3

.(management’s assessments of risk management, control, and quality processes) 2 sall 5 48 3l 5 jlalaall & jla) Clilaal 5 10y Slands 1

.(the work completed by external auditors) cma Al il Ji e aiall Jeally 2

.(evaluates the plan’s coverage) dhall duhaat andiy (830 (2awll G ) & 54

: s> (Scope of the plan is insufficient to permit expression of an opinion) sl oe el Flaudl ISy ddadll Gl IS 13)
.(Risk management) kil 5,3} 1

.(Control) 46 )15 .2

: ¢54b (CAE) Gaill (sauill un Hll & 53

.(Senior management) Ll=ll 5 ,laY) 1

(The board) 3_2Y) (ulaay .2

.(Gaps in audit coverage) 8l dkaas 3 &) gadlly
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1

: (Framework for Internal Control) 4:lalall 448 U Jas ) .8

.(Broad definition of control) 4,1 Gl 5 Gy i dadalall 48 51 andi ardiey

(COS0) dxe !l cilalaiall dial 43 35 A (Integrated Framework) JelSiall HUY) - ddalall 456 )11 s dbalall 40 0 Jledl) 4 i) alian s
©2aa0 38 Lyl

.(Regulatory requirements) il cillbiall 1

.(Legal requirements) 4 5lall clllaiall 5l 2

.(Particular model or control design) 4,1l Laaai 5l Gixa A3 sai
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) & jLia) 5 dsisal) g Agtlal) cillali ¥) ; Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1
: (Framework for Internal Control) 4:lalall 448 U Jas ) .8

(Five interrelated components) adayl yie <l sSe dsed (0 448 )l () S35 COSO ) (A
(Control activities) 4 1 ddadif (1
(Risk assessment) shliall ands (2

(Information and communication) <¥ua®) g il slaal) (3

(Monitoring) 42| ! (4
(Control Environment) 4,4 44 (5
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: (Framework for Internal Control) 4:lalall 448 U Jas ) .8
. (Five interrelated components) adail yie b ¢S dsed (10 448 1) ¢ <5 COSO ) 4
: (Control activities) &l dadii (1
D Al A
.(actions are taken to address risks affecting achievement of objectives) ala¥l saai Je jigi ) bl dalleal el YY) Sl 2
- Gled i) Gl il g g
(Manual) 45% 51 .2 . (Automated) 41 .1
.(various objectives and are applied at all levels and functions of the organization) 4elaidl cailda 55 il sivee pran o Leinlai 2y 5 4alisg Calaal Lela
.(Analysis of performance indicators) s2¥! <l yise Jalas
: Jidl Juw e .. (Controls over information processing) <o slzall Aallaa e 446 ) (4
.(Application controls) Gukill 46, 1
.(General controls) 4alall 4,3 )l 5 2

: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4o jbies¥) § 4piaall 5 dutlal) il ¥1 1 Unit 3
.(procedures applied) 4idadll Slel )2 Y5 2 .(Policies applied) 4&khaall bl 1

-

o ordeln

.(Performance reviews by top managers) (sl JLS J8 (e ela¥) Cilaad ye (1

.(Physical controls) 4Ll 46 ) (5

(Segregation of duties) <l sl G Juadll (6

CRlME : (Financial Engagements) 4xlal) cilals ¥ 1
.(management directives are executed) 3_2Y¥) Cilga 58 285 laa 1

.(Performance reviews at the functional or activity level) LLill (5 siva ol ik sl (5 siwadl Lo 2la¥) Cilaal je (2

(3

Asset custody JsaY) Lis 5 « Recordkeeping il Lis 5 ¢ Authorization o siill caills 5 Juaid
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: (Financial Engagements) 4xlal) cilals ¥ 1
: (Framework for Internal Control) 4:lalall 448 U Jas ) .8
: (Five interrelated components) 4oyl yie <l Sa dused (30 48 )1 (585 COSO ) 4

: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) & jLia) 5 dsisal) g Agtlal) cillali ¥) ; Unit 3
: (Risk assessment) shliall auli (2

D (e de sena o Hhlaall s adtay

.(complementary operational reporting) daluSill Al Sl Hl&ll 4

.(complementary financial reporting) dlu<all ddlall sl 5 2

.(compliance objectives linked across all levels of the organization) “uww sell Cl sise guen yie ddai jall JUY) il 3
o e bl audi o

.(Identifies external or internal risks) /Al gl dua Al HhlAL] pass 1

(Analyzes external or internal risks) 4lalall s LAl bl Jlaiy 2

RS (5 sie o g Bl (6 gt o calaall Gdad e i Al
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3

l : (Financial Engagements) 4xlal) cilals ¥ 1

: (Framework for Internal Control) 4:lalall 448 U Jas ) .8
: (Five interrelated components) 4oyl yie <l Sa dused (30 48 )1 (585 COSO ) 4

: (Information and communication) <Ylai g <lagleall (3

.(Relevant internal information) 4lall <uld dudalall Sila glaall 1

.(Relevant external information) 4lall &3 dua JIAl) Sla glaall 5 2

PRI

.(captured) bl 1

.(communicated in a timely manner and in appropriate forms) dwstie JSil s cauliadl i gl 8 Lgie £30Y15 .2
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: (Financial Engagements) 4xlal) cilals ¥ 1

: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéiiuiy) g dsiall g Agllall cillals ¥1 1 Unit 3
: (Framework for Internal Control) 4:lalall 448 U Jas ) .8

. (Five interrelated components 2 fe QU S dsed e 40 OS85 COSO Ll 8

( lated ) el yie i e 3 3 )1 ) oS W) 8

: (Monitoring) 42| !l (4

.(assesses the quality of a system’s performance over time) < sll 5 yas albaill olal 83 s Ay 481 yall o 583
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3

l : (Financial Engagements) 4xlal) cilals ¥ 1

: (Framework for Internal Control) 4:lalall 448 U Jas ) .8
: (Five interrelated components) 4oyl yie <l Sa dused (30 48 )1 (585 COSO ) 4

: (Control Environment) 48 43y (5

D oe IS AN Ay (el

(Attitude) <sbus / 8 90 1

.(Actions) <lel )y .2

Do S

.(The board) 3_)2¥) (udase 1

.(Management) 3_a¥15 .2

.(Significance of control within the organization) dekaiall Jals 4,8 )1} daaly (slaty Lok
A common memory aid is CRIME :4a>a
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 i) 5 4zl 5 Alal) cullals ¥) : Unit 3

: (Financial Engagements) 4xlal) cilals ¥ 1
: (Framework for Internal Control) 4:lalall 448 U Jas ) .8

:ala I3 COSO Jé ¢ 4l (Conclusions) <lalisiuy)
s Sl Y pai Y (Defined broadly) gl s $Uai e dddalall 4448 Jl) Cay ya5 o (1
.(Accounting controls) dxuladll 446 )1 1
.(Financial reporting) 4dull &l 5 2
: Jie Lyl daga 553l dilse i | elld a5 (Accounting and financial reports are important) dage dalall 5 4ulaall il (2
.(Resource protection) 2_) sall 4les 1
.(Operational efficiency and effectiveness) dsladall 4:lladll 5 3.l 2
.(Compliance with rules, regulations, and organization policies) dekiall Clulau 5 230 5l 5 2c) 8l Y1 |3
Adlall S Ell e Jal sall 238 S
.(Internal control is management’s responsibility) 3_3¥1 42 g g o Adalall 446 50 (3
Alad (5S35 ) L S 13) 4 sl dadaiall Jal (alas) aes A4S Lie
.(participation of all persons within an organization is required if it is to be effective)
.(control framework should relate to business objectives and be adaptable) «aSill SUE & o 5 Jead) Calaaly L1 U Jasi y o) can (4
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: (Financial Engagements) 4xlal) cilals ¥ 1
: (Reporting on the Effectiveness of Internal Control) 4la/all 48 1) 4dled oo £3Y1 .9

: &) .. annual judgment .. (annually) Gsis (Control processes) 4@l clilas Joa (58xill (saiil) (i Hl 5 58 s 21y La 32l
.(Senior management) Llxll 3 121 1

(The board) 3_2Y) (ulaay .2

: (describes) —aay s¢d

.(Role of control processes) 461l cllee 53 (1

.(Work performed) Jaiall Jaall (2

.(Any reliance on other assurance providers) G al (lada ciladd wdie e olaicl 1 (3

.(adequacy of the control model or design) & ) aveai sl 73 sad 4 (520 Sd 8 Loy dadaial) 48 ) Dalladl L 3 )0Y) Galadd (CAE) (@il s2iuill i ) a3y
Alled g A< AR A6 e Jalaall 5 oY) e 5 lay) (daa ey o cany

.(It reinforces this reliance with independent oversight) Jiiue ol il Jlaic V) 138 )

il sy J sine 28U apiil Gllasll 3,15Y) Ciga 5 13) (Controls are effective) 4llad 4. ) (1

s ob Jistre 2SU a8l Lgiaaa 385 ,laY) cuilS 13) (Controls are adequate) 48lS 448 0 (2

.(Risks are managed effectively) J=é J<& i jlaladll 4

.(I1A Glossary) (Objectives are achieved effectively) Jxd JS& alaa¥) gasiiy 2

GLEMm
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GLEIM:

The chief audit executive’s responsibility for assessing and reporting on control processes includes
A. Communicating to senior management and the board an annual judgment about internal control.
B. Overseeing the establishment of internal control processes.

C. Maintaining the organization’s governance processes.

D. Arriving at a single assessment based solely on the work of the internal audit activity.

Answer (A) is correct.

The CAE’s report on the organization’s control processes is normally presented once a year to senior management and the board.

B Senior management is responsible for overseeing the establishment of internal control processes.
C The board is responsible for establishing and maintaining the organization’s governance processes.
D The challenge for the internal audit activity is to evaluate the effectiveness of the organization’s system of controls based on the aggregation

of many individual assessments. Those assessments are largely gained from internal auditing engagements, management’s self assessments,
and external assurance providers’ work.
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: (Reporting on the Effectiveness of Internal Control) 4la/all 48 1) 4dled oo £3Y1 .9

D o0 S 25 ol (S Cus (Cannot ensure success) zlad) el o (Say Y Aladll Adalal 8 )1 s @b e
.(Bad decisions) 4wl <l ) 4l 1
.(Poor managers) O sidl )l 5 2
.(Environmental factors) 4l Jal 21l 5 3
.(Negate controls) 46 1 Jday |
.. Lal
Opassall e ¥Laiy) aas o Jalai ol 555 A0 dg 3l e 3 laY) sl 8
.(Dishonest management may override controls and discourage, ignore, or conceal communications from subordinates)
. & (active & independent board) J&iwall 5 Jadill ulaal) sy
.(Open communications) 4= side YLall 1
(Truthful communications) 48ba &YLall 5 2
.(All components of management) 3_1a¥) Gl sSe aen (3
DO Baebue ) B olaY) (ulaa Uy ¢ @lld e 3 Ole
.(Financial functions) 4k «ailda g 1
.(Legal functions) 4 58 aida g, 2
.(Internal audit functions) &l @8x wildagy 3
Jlad ol 8] g g OISR paat 3 IaY) adaal (e gkl o3
Al Ll g e e 3aS A A N Cilans 5 AT AaSsa A (gl ) 310Y) Galae ey o g
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: (Reporting on the Effectiveness of Internal Control) 4la/all 48 1) 4dled oo £3Y1 .9

-l A Al e @sm\ Gl Jalds 8 e lansill sda daledg

¢ (Is the ethical environment and culture strong) 4 s 431 g L3MAY) i) Ja (1

a3l (e ddle da jy o el udasll HUS 530 (udae sliac] aaiy Ja 1

Y 5 ol il Gaiai) U jie Uniaa (3185 Wil ol ¢ Zuadl 5 380 5all 5 21aW) Cilaal Ja 2

ol 8 il gall Al y Juai Ja Sl () e e Jlai¥) 5 pailly 33 jre dadaially dalad) o gLl ac) 58 45 500 Ja .3

Pl saling Al Cila sleal) o 3 )laY) il sl auan daand o $a gide dalaially dalall Jlai¥) il 58 Ja 4
006 s (sl Ao AMaa¥) Ay il pa lillaa el ¥ dakaiall o 5

1) Is the ethical environment and culture strong?

1. Do board members and senior executives set examples of high integrity?

2. Are performance and incentive targets realistic, or do they create excessive pressure for short-term results?

3. Is the organization’s code of conduct reinforced with training and top-down communication? Does the message reach the
employees in the field?

4. Are the organization’s communication channels open? Do all levels of management get the information they need?

5. Does the organization have zero tolerance for fraudulent financial reporting at any level?
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2) How does the organization identify and manage risks?

1. Does the organization have a risk management process, and is it effective?
3. Is risk managed throughout the organization?

3. Are major risks candidly discussed with the board?
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: (Reporting on the Effectiveness of Internal Control) 4la/all 48 1) 4dled oo £3Y1 .9

Al Al s e Jalal) giall Jalis J8 (e Clagill s adiad g

¢ (Is the control system effective) Jixd 48 1) ol (a (3
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Faaloaall Akl cilabiafy) (3 5l dalaiall lgie dal Al lil) Ga plall (5 sinsall 513131 (ulae iu\ BIY) (s sia Ao clalial jz\jz Jdanda .3
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3) Is the control system effective?

1. Are the organization’s controls over the financial reporting process comprehensive, including preparation of financial statements,
related notes, and the other required and discretionary disclosures that are an integral part of the financial reports?

2. Do senior and line management demonstrate that they accept control responsibility?

3. Is the frequency of surprises increasing at the senior management, board, or public levels from the organization’s reported
financial results or in the accompanying financial disclosures?

4. Is communication and reporting good throughout the organization?

5. Are controls seen as enhancing the achievement of objectives or as a necessary evil?

6.Are qualified people hired promptly, and do they receive adequate training?

7. Are problems fixed quickly and completely?
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) & L) 3 dgisall g 40lal) sl ¥ : Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1

: (Reporting on the Effectiveness of Internal Control) 4la/all 48 1) 4dled oo £3Y1 .9

Al Al s e Jalal) giall Jalis J8 (e Clagill s adiad g

¢ (Is monitoring strong) 45 480 Ja (4

Sl g g ¢ T adban 5 ¢ llaall o jlad (o Ja g ¢ B IY) (e e B 1oy Gulae Ja. 1

€512Y) Galaa s Llal) 510¥) acay Jalal sl Jasy Ja 2

fled saniion 5 3 10Y) alaa s Llal) 5)0Y) slime gen () gald J a4 it Juail Ja sy () son A1) 5 ¢ alalal) o giaall wichy o .3
8l ddee A 5 1Y) B 5 O 4

4) Is monitoring strong?

1. Is the board independent of management, free of conflicts of interest, well informed, and inquisitive?

2. Does internal auditing have the support of senior management and the board?

3. Do the internal and external auditors have and use open lines of communication and private access to all members of
senior management and the board?

4. Is line management monitoring the control process?

5. Does the organization have a program to monitor outsourced processes?
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: (Roles for the Internal Auditor) A3l 38l ) 530 .10
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.(Senior management) Lzl 5,12y} 1

(The board) 3_2Y) (alaay .2

.(The external auditor) > &l @Bl 3

.(their responsibilities relating to financial reporting) 4lall sl slacly dalaiall agild 5 e A

Al 13 ) Lty 120l 38 e s Aen) ye L) G sl pud ) zliay oIS e 5 Nle
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CIA

PART 2

Practice of Internal Auditing

UNIT 3
FINANCIAL, ENVIRONMENTAL,
AND CONSULTING ENGAGEMENTS

Accounting with ahmed samir
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Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV
ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII
ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit I

FINANCIAL, ENVIRONMENTAL, AND CONSULTING
ENGAGEMENTS

Financial
Engagements
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLiia! g &piall g Ailall cillali ¥+ Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1

: (Financial Statements and Corporate Governance) 4S &l 4aS ga g 4dullall ail g8l 9

: &l sk (financial reporting process) 4l )l alae) dalee Jols

.(Create information) <l glaall £L3) 1

.(Prepare financial statements) &Ll &) sl dlac ) 2

.(Prepare related notes) 4lwall &l Gaadl) slac) 5 3

.(Prepare other disclosures) Glaladyl) (e la e dlac)y 4
Aadaidl @Ld\ Jﬁ)\ﬁﬂ\ GA daaliadll

s A al L (assurance) <last ¢ salalall o ssiaall s,

.(Management) 3_2Y! .1

(Board) 32! (ulaay .2
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GLEIM:

The financial reporting process encompasses the steps to

A. Detect all fraud that is occurring throughout the organization.

B. Create information to help prepare the financial statements and related notes.

C. Provide all staff with information regarding raises and promotions.

D. Make sure the internal control matches up the specifications from the AICPA.

Answer (B) is correct.

The financial reporting process encompasses the steps to create the information and prepare financial statements, related notes, and other
accompanying disclosures in the organization’s financial reports.

A An auditor only needs to provide reasonable assurance about detecting fraud. All fraud does not have to be detected.

C Raises and promotions are not part of the financial reporting process.

D There are no guidelines that the auditor needs to match up internal controls with. They must use judgment and the AICPA does not have an
internal control checklist that all companies must follow.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4o jbies¥) § 4piaall 5 dutlal) il ¥1 1 Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1

: (Financial Statements and Corporate Governance) 4S_&ll 4aS ga g 4xllal) ad) 5811 1

2120.A1 L&l e

b Ly (3l Lt e slaall Akl 5 Lgililae 5 dalaiall 48 ga dilaiall Hlalaall (oa el aniy Ja)al) g8l Lol 68y (o)) cang
.(Achievement of the organization’s strategic objectives) akiall Ll Y Cilal) 58 o

.(Reliability and integrity of financial and operational information) 4l 5 AlLall <l slaall daDle s 48 65 0 @
.(Effectiveness and efficiency of operations and programs) gl il 5 Cllaall 3.S 5 Allxé @

.(Safeguarding of assets) Jsa¥l Llas @

.(Compliance with laws, regulations, policies, procedures, and contracts) 2saall s Clel a5 Slulaad) 5 i 6l 5 (il 8l JEY) @
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLiia! g &piall g Ailall cillali ¥+ Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1
: (Management’s Assertions) 3_13¥) cilasti |2

: (Management) 32y aad
.(implicitly assertions) dziaa Slast 1
.(explicitly assertions) day ya cilasli 4 2
D ds
.(measurement of information) e slaall ld 1
.(presentation of information) e sleall a2 .2
.(disclosure of information) <l slaall (e ZLady) 3
.(financial statements) 4l a3l 53l
.(supported by the evidence) Ha¥L 4 se 0 cilS 13) Lo yaal (testing these assertions) <alastill sda Ll Ll )l sl (e ¢ S (paualy 38
S 1) Le wans b Wl siaad) AaY0 da se 2 oSl o3 il 13 Lo apand el of oS
.(controls are working as designed) asaall sl e Jaxd 4,8 1) <) 5o
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) Ay jLaiu) g dpiul) g Allal) el Y Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1
: (Management’s Assertions) 3_\3Y) cilasli 2
ISl (e JKEI 9 ale JSi 5 YY) Lgiedd ) colasll) Ly Lo
Lol iy OIS 1 Calaal) 5 COllaall apen Jimas a3 (1

.(All transactions and events that should have been recorded were recorded)
.(Amounts and other data were recorded appropriately) catic JS& 5 AY i) 5 dllaadl Joas &5 (2
anlio (S8 Ganaddll 8 Cidlamt ol andi 6f i iy s ¢ Fanilie dllsay (5,33 28015 el V15 J ) e £3UY) 2% (3

.(Assets, liabilities, and other interests are reported at appropriate amounts, and any valuation or allocation adjustments are appropriately recorded)
.(Assets, liabilities, and equity interests actually exist) dzill 53 s sa A8Lall (3 sia 5 el 3V 5 J sl (4
.(Transactions and events were recorded in the proper period) dwslidl 5 yiill & Calas¥) 5 S llaall Joasi a3 (5
Ll il oa b gllaall g ¢ Jga¥) Bsia o sl 5l slaidll Lasias (6

.(The entity holds or controls the rights to assets, and liabilities are its obligations)
.(Recorded events and transactions actually occurred) Jzills dlasall COllzall 5 Ealaa¥) i g (7
z s lghia g s La e Al dapanall Glluall 8 Elaa¥) g Claleall Jias o3 (8

.(Transactions and events were recorded in the proper accounts and are presented and described clearly)
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4o jbies¥) § 4piaall 5 dutlal) il ¥1 1 Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1
JIS&l 4 : (Key Risks) daeifl jhliall 3

. b L (Reliability & Integrity of Financial information) 4lldl <ula slaall 4a3lu g 4 i g0 Je 5 Al a1 i) Jods
Lol YL Gl ie W il ye gl JU) Juw e | (Overstating revenues) <lal Yl & aallud) (1
Al 5 el 8 Cld g paaS Lebad caag Al ladill dasia jue dlewy JBAl) s e | (Understating expenses) <l 5 paall Jils (2
.. (Applying unreasonable accounting estimates) A siza e dasulae Ol pa& guki (3
(i sl Al CIanY) ¢ gm (b A e Y 5 A ) e Al Cansd Asdacall il ol ¢ Ji) s e
.(Applying accounting principles that are no longer in effect) Jsa&all 4 jlu a3 &l ) dsilaall (galae ki (4

GLEM
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GLEIM:

To better monitor the performance of operating management, executive management has requested that the internal auditors examine
interim financial statements that are prepared for internal use only. Although interim financial statements have been prepared for several
years, this will be the first time that the internal auditors have been involved. The primary reason for this request was that executive
management was surprised at the lower-than-anticipated net profit eventually reflected in last year’s audited financial statements. Earnings
had been artificially manipulated on quarterly financial statements. In their work on this year’s interim financial statements, internal auditors
are likely to focus on which of the following?

A. Whether payables have been accrued properly at the end of the interim period.

B. The timing of revenue recognition and the valuation of inventories.

C. Whether accounting estimates are reasonable given past actual results.

D. Whether there have been changes in accounting principles that materially affect the financial statements.

Answer (B) is correct.

Many manipulations are possible. For example, net profit will be overstated if current-period revenues include sales that should be recognized
in a subsequent period. Premature recognition may result from failure to maintain a proper cutoff of transactions at the end of the period.
Overstatement of ending inventories also overstates net profit by understating cost of sales.

A Understating payables affects earnings only if expenses would have been debited.

C Estimates used in interim financial statements are often approximate and usually would not materially distort the financial statements.
D Such changes usually must be approved by executive management and normally do not lead to surprises.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3

: (Financial Engagements) 4xlal) cilals ¥ 1

: (Accounting Cycles) dsulaall &l 52 .4

((cycle is a functional grouping of transactions <l i 5 aseni ce 3 ke 35all) dalalall duulaall 446,11 (cycle approach) 352l et Allall Cila slaall (3835 axiy 28
: (Sales, Receivables, and Cash Receipts Cycle) 4!l cilia gall g dbaal) aad) g ilasuall 593 .1

.(Processing customer orders) sl Clilk dallas (1

.(Customer acceptance and granting credit) oLyl 4sia g Jaeall J 58 (2

.(Shipping goods) aladl (i

(
(
(
(observing a proper cutoff cuuliall akadll 48| je &lly 4 L) Recording sales and receivables el aedll 5 Clagall Jasss (
.(Billing customers) _uil sl ¢3ae (

(

(

(

(

W

.(Receiving, processing, and recording cash receipts) 4l Cilia giall Jiaisi 5 Aallaa 5 2Db00
.(Providing for, and writing off, bad debts) laladi 5 4a sazall ¢ suall i 53
.(Receiving, processing, and recording sales returns) <leual Cilaat jo Jiad g dallas 5 2300

5
6
7
8
.(Providing for adjustments, allowances, warranties, and other credits) G AY! clalaie Y g clilaall y V) g el e il (9
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéia¥) 5 dgisal) g &allal) el 3¥) : Unit 3

: (Financial Engagements) 4xlal) cilals ¥ 1

: (Accounting Cycles) dsulaall &l 52 .4

((cycle is a functional grouping of transactions <l i 5 aseni ce 3 ke 35all) dalalall duulaall 446,11 (cycle approach) 352l et Allall Cila slaall (3835 axiy 28

: (Purchases, Payables, and Cash Payments Cycle) 4il) cile ghaall g 45i1Al) aadl) g cily sidial) 3598 2
.(Processing purchase requests) ¢/ &l bl dallas (1
.(Issuing purchase orders) /&l a5l Jlaal (2
.(Receiving goods and services) leadll g ailiadl 230l (3
.(Processing vendor invoices, receiving reports, and purchase orders) s/ &l al s 5 4D}y i Gueilll i 5 dallxas (4
.(Disbursing cash) &l s yall (5
Aiatieall il 5 pemall s Al e shaall 5 il slhaall 5 il siall (34 58 5 duilae (6
.(Accounting for and documenting receipts, liabilities, cash payments, and accrued expenses)

(debt-to-equity ratio) 4kl Gsis M cpall dus e ydlae JS5 (Misstating payables) dslall sl Cay i i,
Aol (ya Jly el 3V (pe QN () LeiiaY) <ol )3 3 ¢ sanbusall g ¢y giilall Lgadii A

GLEM
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GLEIM:

The previous year’s audited financial statements had higher debt-to-equity than was expected. In their work on this year’s interim financial
statements, internal auditors are most likely to emphasize

A. Whether payables were accrued properly at the end of the interim period.

B. The timing of revenue recognition and the measurement of inventories.

C. Whether accounting estimates are reasonable given past actual results.

D. Whether changes in accounting principles have occurred that materially affect the financial statements.

Answer (A) is correct.

Misstating payables directly affects the debt-to-equity ratio, which is used by creditors and shareholders in investing decisions. Understating
liabilities understates the ratio.

B Manipulations involving revenues and inventories affect earnings performance. Inventory measurements directly affect cost of goods sold
and related asset accounts.

C Estimates used in interim financial statements often are approximate and usually do not materially misstate the financial statements.
D Changes in accounting principles usually must be approved by executive management and normally do not lead to surprises.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1
: (Accounting Cycles) dsulaall &l 52 .4
((cycle is a functional grouping of transactions <l i 5 aseni ce 3 ke 35all) dalalall duulaall 446,11 (cycle approach) 352l et Allall Cila slaall (3835 axiy 28
: (Production or Conversion Cycle) Jasx3ll gl zUY) 3493 .3
(
.(Receipt and storage of goods) abal (3 A3 ¢ 23wl (2
.(Production or conversion of goods or provision of services) el ansi gl aludl Jygas o #15) (3
.(Accounting for costs, deferred costs, and property) <\Sliaall 5 2la gall Cadl<all 5 Cadl<all duulaa (4
(5
(6

.(Storage of produced or converted goods) 4 saall sl daiiall ailiagd) (o a3
.(Shipment) o=
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéia¥) 5 dgisal) g &allal) el 3¥) : Unit 3

: (Financial Engagements) 4xlal) cilals ¥ 1

: (Accounting Cycles) dsulaall &l 52 .4

((cycle is a functional grouping of transactions <l i 5 aseni ce 3 ke 35all) dalalall duulaall 446,11 (cycle approach) 352l et Allall Cila slaall (3835 axiy 28
: (Financial Capital and Payment Cycle) 3audl 3939 Al Jlall (il .4

.(Purchases and sales of investments) <&l jlaiinl) an g Sy yida

.(Recording receipts of interest and dividends) ag=¥! bl 5 2l &l o liastia Jras
.(Recording stock options and treasury stock) 4w jall a5 agu) @l jla Jaass
.(Accounting for investing and financing transactions) Jas<ill 5 Jlaiiny) Gllee diulag
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéia¥) 5 dgisal) g &allal) el 3¥) : Unit 3

: (Financial Engagements) 4xlal) cilals ¥ 1

: (Accounting Cycles) dsulaall &l 52 .4

((cycle is a functional grouping of transactions <l i 5 aseni ce 3 ke 35all) dalalall duulaall 446,11 (cycle approach) 352l et Allall Cila slaall (3835 axiy 28

: (Personnel and Payroll Cycle) il sl 5 (il sal) 95 852 .5

.(Personnel department’s hiring of employees) (xik gall (puat (il gall (55555 )3 (1

.(Personnel department’s authorization of payroll rates, deductions, etc) <3 ) Ly Cila seaddl 5 i) 5 1l SV aral (pails gall (958 313 (s 6d5 (2
(Timekeeping) < 5l lavia (3

.(Payroll preparation and payment) lezds s <l jall 8538 2l (4

.(Filing payroll tax returns and paying the taxes) < _jall ada g il 5l Ay i &l ) J3) anass (5

Juw Je (authorization and execution of payroll transactions) <l el <8 i3S Slalase 2dT g (i o8l e J g (aida gall (g andl
e aay bkl Aallan 8 Rerdioall it jall GopdS il uad Al e al 138 Gia3 (6 o3 (e . agils ) C¥aae BiaTy 23a il ge (et JUial)
a) il sall il gl ¥ ana 8 ALESe ye el Al ()5S 8 Lgiadlaa a1 ol uadl (e (i al 13 pal) o oS Aallan 6 age lE
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GLEIM:

The personnel department receives an edit listing of payroll changes processed at every payroll cycle. If it does not verify the changes
processed, the result could be

A. Undetected errors in payroll rates for new employees.

B. Inaccurate payroll deductions.

C. Labor hours charged to the wrong account in the cost reporting system.

D. Employees not being asked if they want to contribute to the company pension plan.

Answer (A) is correct.

The personnel department is responsible for authorization and execution of payroll transactions, e.g., hiring of new employees and
determining their pay rates. Hence, this department’s verification of the payroll changes listing used in data processing is an important control
over payroll processing.

B Inaccurate payroll deductions could be caused by errors in payroll rates.

C Labor hours should come from the time reporting system (time card or time sheet), not the list of payroll changes.

D Inspection of the listing of payroll changes would indicate whether contributions by eligible employees have begun to be deducted, not
whether employees have been asked about contributing to the pension plan.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéia¥) 5 dgisal) g &allal) el 3¥) : Unit 3

: (Financial Engagements) 4xlal) cilals ¥ 1

: (Accounting Cycles) dsulaall &l 52 .4

((cycle is a functional grouping of transactions <l i 5 aseni ce 3 ke 35all) dalalall duulaall 446,11 (cycle approach) 352l et Allall Cila slaall (3835 axiy 28

: (External Financial Reporting Cycle) 4 JLad) 4allal) i) dac) 3,93 .6
.(Preparation of financial statements) 4Ll il &l slac) (4

.(Disclosure of related information) &wall <13 Sl slaall (e ZLadY) (2
.(Controls over financial reporting) 4dlall )&l oyl s (

(

(

(

W

.(Selection of accounting principles) dauladll (salue Hlial
.(Unusual or nonrecurring items) 3,8 e ol dale je palic

5
.(Contingencies) s ) skl (6

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLéias¥) 5 4piaall 9 dallal) cillalis 3¥) + Unit 3

: (Financial Engagements) 4xilal) cibals ¥ 1

: (Accounting Cycles) dsulaall &l 52 .4

.(cycle is a functional grouping of transactions < lebaall i 5 asass (e 3 ke 3 all) Audalall dplaall 48 )l (cycle approach) 353 e dallall il slaall (3805 auhy

.(some duties must be combined) algall sz (i geall g aaal) das siall 5 3 sl Gladaiall 8 as) ) 4l
e algall i) Joaill (S 13] Lo s 112 (580l e cmy Il
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 43 jLéiu) g 4l g Adlal) cillalis ¥) : Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1
: (Fraud Risk) Juia¥) jhlia |5
. = (auditor) (@8l o s
.(Planning the audit process) &8l e alais 1
.(performs the audit process) @33l dlae 2%y 2
D 0o Aadl S ¢) 5w (material misstatement) 4s sall $Uad¥) e 4l ALl &) 68l <ilS 13) W J s (reasonable assurance) Jisixe 28U e gaall
(Fraud) i) .1
.(Error) sl 4 2
et Al 200 gal) g o daiikall fUadWL 3laiy Lad (quditor’s initial responsibility) (8aell 4 s¥1 44 g pusal) Jials
.(assess the risk of misrepresentation) —a il yhlia aul

ol

.(Report the material errors) 4lall cUad¥ e &3UY) 1

.(Discuss the situation with the engagement client) bl ¥l Jue ao 88 gall 48800 2
GLE"Vl .(Inform the audit committee) @83l 4ial ¢34} .3

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

GLEIM:

Which of the following best describes an internal auditor’s initial responsibility regarding errors uncovered during a financial statement audit?
A. Report the material errors.

B. Assess the risk of misrepresentation.

C. Discuss the situation with the engagement client.

D. Inform the audit committee.

Answer (B) is correct.

The internal auditor’s initial responsibility when discovering errors is to assess the risk of misrepresentation. Only errors having a material
effect on the financial statements must be reported to the client and audit committee.

A Material errors are reported after they have been properly assessed.

C The internal auditor first must assess the risk of misrepresentation before discussing the errors with the engagement client.

D The internal auditor should only inform the audit committee if the errors have a material effect on the financial statements, which cannot
be determined until after a risk assessment has been performed.
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: (FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS) 4 jLiia! g &piall g Ailall cillali ¥+ Unit 3
: (Financial Engagements) 4xlal) cilals ¥ 1

: (Fraud Risk) Juia¥) jhlia |5

D oo Al cildy el Al a3l ey Alall cald JuiaV) o gl Jads

. & o2 (Fraudulent financial reporting) adtiay) adlall sl (1

.(intentional misstatements to deceive users) (pediiuall &aal Baaaiall iy jaill 1

.(intentional omissions to deceive users) (il #1241 aaatal) YY) 2

: Jie

.(altering accounting records or documents) dxulaall Cilatinall 5f ) s 1

.(misrepresenting or omitting significant information) Lt~ 5l Aagal) il gladll iy 2 ) 2
.(misapplying accounting principles) dsulaall (galae 3kl selu) 5.3

: o= 4adli o2 (Misappropriation of assets) Jsa¥! Ludkial (2

[(theft, embezzlement) oAy o 43 Hull 1

.(action that causes payment for items not received) LeSiul aiy al jualic Jilie ads 8 Candy ¢) ) 2
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PART 2

Practice of Internal Auditing

UNIT 2
ASSURANCE AND COMPLIANCE ENGAGEMENTS
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Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV
ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII
ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit [l

ASSURANCE AND COMPLIANCE ENGAGEMENTS

COMPLIANCE
AUDITING
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Jiiia¥) s 35l ciiles 1 Unit 2

: (COMPLIANCE AUDITING) J<ia¥) (585 .8

Ul Y o1l el elal JDIA e A e ) A Alia) 20N sl Jalial (S,
L Y gl sil e g 3 JS 5 ol 5 (e Ul 815 <l )W o3 clllaie L (paal (CIA) deinal) AN (3001 ol ye <y O o
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiie¥) s astill cibiles 1 Unit 2
: (COMPLIANCE AUDITING) J¥ia¥) (333 .8
: (Compliance) J&iaY) .1
(AU il e JELYI (1A Glossary) (sl udalall (psaall sgaa 3 e o ya
@AY clllaiall g o giall b il gl ol oyl B ol cled jay) gl daaddl o calulandly o) Y

.(Adherence to policies, plans, procedures, laws, regulations, contracts, or other requirements)
2 Ot LS Analatill A gall 8 aa 53 (e ¢ JaS B23aa CWlas A (assess compliance) JEeY! avity o gldlall ¢ ssadl) o 68
.(Follow-up on management’s response to regulatory body reviews) daaailll Ciligl)l Cilaal jal 3 oY) dlain dailia 1
.(Report on management’s response to regulatory body reviews) awdaiill il Cilaal a3 Y1 Alain) e p &l 2
3w dpaal Ld ol calalall cpdadl cilal 5 (8 (Scope of governmental regulation) (e sSall adasll 3Uas ) il
: idas

(legal issues) 458 Jilue e (s shaii 3l ) sa¥) aren i (consult legal counsel) 58 Lt 3 L) e Gulalall cpsad) aaids 2
. s el ® . &
Al 5Ll LY S 8 e Sy cllluial) Cilias
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Jtia¥ g 1<l cililee : Unit 2
: (COMPLIANCE AUDITING) JUia¥) (335 .8
: (Compliance) JiiaY) .1

.(two Implementation Standards) 28ill jules (e Gl & JEYL (alahy Lad Aol G8a) Jalls bl g gase J gl o3

: = 4alaiall (evaluate risk exposures) bl il andt A 3axl) Llis e sy (1

.(Governance) 4S5l 1

.(Operations) <blall 5 2

.(Information systems) <le slaall dakail 5 .3

DGl Laid

.(Implementation Standard 2120.A1) Compliance J&Y! (1

(The adequacy and effectiveness of controls responding to these risks) _hlaall sl cuaind Al 46 ) ddlady 4 520 (2
.(Implementation Standard 2130.A1)
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiie¥) s 15Ul cililes : Unit 2
: (COMPLIANCE AUDITING) J¥ie¥) (385 .8
: (Programs) gl .2

;& Gllaidl (Compliance programs) JEieY! gl y aelud

.(Preventing unintended employee violations) (il sall 53 sealall e KDY aia |1
.(Detecting illegal acts) 4 sldll e Jlee V) Cali); 2

.(Discouraging intentional employee violations) ¢nibs sall saeaiall S| daniiiy |3

D O3l Layl aa

.(Prove insurance claims) ¢l cillas <) (1)

.(Determine director and officer liability) Jssall s el 4 55 2325 (2)

.(Create or enhance corporate identity) W i sl 4S )il 4, 4 L) (3)

.(Decide the appropriateness of punitive damages) dxliall ciliay s2ill dae D (530 3285 (4)

SO S ol Sl S,

.(Developing a plan for business continuity management) Jue ¥ &) jaiul 515y dbd auay .1
.(Planning for disaster recovery) <) sl aay Jaall e 3 ja8l) 3alaiul Jagladsll g 2

GLEIM JlieY) zali y ol 2 &5 Y (Operational activities) dalsis ddaiil a
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiie¥) s 15Ul cililes : Unit 2
: (COMPLIANCE AUDITING) J¥ie¥) (385 .8
: (Programs) gl .2

;& Gllaidl (Compliance programs) JEieY! gl y aelud

.(Preventing unintended employee violations) (il sall 53 sealall e KDY aia |1
.(Detecting illegal acts) 4 sldll e Jlee V) Cali); 2

.(Discouraging intentional employee violations) ¢nibs sall saeaiall S| daniiiy |3

D O3l Layl aa

.(Prove insurance claims) ¢l cillas <) (1)

.(Determine director and officer liability) Jssall s el 4 55 2325 (2)

.(Create or enhance corporate identity) W i sl 4S )il 4, 4 L) (3)

.(Decide the appropriateness of punitive damages) dxliall ciliay s2ill dae D (530 3285 (4)

A all ol JELY) gy s ) ¢ sllal) ) s rliay

: 1 (Regulators) selaiall ae 3850 s2dsll (i 5l ading O g LS

.(Provide relevant information on necessary compliance) sl Jlia¥) ol dleall culd e sheall apaii 1
.(Receive advice on necessary compliance) s all Jéie¥! ol s ) il A 2
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GLEIM:

Compliance programs most directly assist organizations by doing which of the following?

1. Developing a plan for business continuity management.

2. Determining director and officer liability.

3. Planning for disaster recovery.

A.1 only.

B.2 only.

C.1and 2 only.

D.1, 2, and 3.

Answer (B) is correct.

Compliance is “adherence to policies, plans, procedures, laws, regulations, contracts, or other requirements” (the iia glossary).
Such programs assist organizations in preventing inadvertent employee violations, detecting illegal activities, and discouraging
intentional employee violations. They also can help (1) prove insurance claims, (2) determine director and officer liability, (3)
create or enhance corporate identity, and (4) decide the appropriateness of punitive damages. However, developing a plan for
business continuity management and planning for disaster recovery are operational activities not performed during a
compliance program.
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. (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUaYl g 4.-.‘5@‘ <lles 1 Unit 2

: (COMPLIANCE AUDITING) JEiiaY) g_'é.-.éﬁ .8

: (Organizational Standards and Procedures) 4xadaiill cigl a¥ly julaall |3

- Aadniall goal

.(Compliance standards) J&¥! julea .1

.(Compliance procedures) J&ieY) &lel ja) 2

P8 e Lol g

(its employees) ik 50 .1

.(other agents) ¢3Sl (e a0 & 5.2

=l oaY) dlud) dllaial e aall e J gine JSGy (0l

. L_A;' Lo Jas R

Y Al Al S Uil iy il sell 3L ) 35 Al 5 80 s 5 e sl 201 s (1
.(A clearly written, straightforward, and fair business code of conduct that provides guidance to employees on relevant issues and is user-friendly)

Y1 gal g2 e Ol s pmsal) il pall 338y (oplais Lalaia (2
.(An organizational chart identifying personnel responsible for compliance programs)

.(Financial incentives that do not reward misconduct) S liadl ¢ g (ALY e 58 oo (3

Alaall il 58l 5 o g plall GuSay alle Gl e JUial el o A 5 dadaial dpuailly (4

.(For an international organization, a compliance program on a global basis that reflects local conditions and laws)

GLEIM
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GLEIM:

An organization establishes compliance standards and procedures and develops a written business code of conduct to be
followed by its employees. Which of the following is true concerning business codes of conduct and the compliance
standards?

A. Compliance standards should be straightforward and reasonably capable of reducing the prospect of criminal conduct.
B. The compliance standards should be codified in the charter of the audit committee.

C. Companies with international operations should institute various compliance programs, based on selective geographic
locations, that reflect appropriate local regulations.

D. In order to prevent future legal liability, the code should consist of legal terms and definitions.

Answer (A) is correct.

The code of conduct should clearly identify prohibited activities, making compliance standards reasonably capable of reducing
the prospect of criminal conduct (i.e., discouraging intentional employee violations). In addition, codes that are
straightforward and fair tend to decrease the risk that employees will engage in unethical or illegal behavior.

B. Among the items that must be included in the audit committee’s charter is reviewing the process for communicating the
code of conduct to company personnel and for monitoring compliance therewith; actually codifying the compliance standards
is inappropriate.

C. Companies with international operations should institute a compliance program on a global basis, not just for selective
geographic locations. Such programs should reflect appropriate local conditions, laws, and regulations.

D. The code should be written in a language that all employees can understand, avoiding legalese.
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Jkiia¥l g aslil) cililes @ Unit 2
: (COMPLIANCE AUDITING) Jtie¥) (58 .8
: (Responsibility) 41yl .4

. ol (Specific high-level personnel) ¢ siwall sz 5 () siba sall (5 o)) cang

.(properly empowered) zmaa JSh agilal &5 1

.(supplied with necessary resources) 4e 32 3 ) sall aa g 35 .2

.(responsible for the compliance program) J&ie¥) zali y e Gal e

- Al

.(Senior management also should be involved) Lzl & _lay) &l i) Wil cany (1

: (High-level personnel) o sisall oz Gails sall & S5 ol ang (2

.(substantial control of the organization) 4kl e 3 2S5 jlass 1

.(substantial role in making policy) dulud) ga & S 50 5l 2

(sl Sl ) 8 8l 0 8 ot N JESY) J g ane pdiy ) cama s Llad) 35)0Y) ) (ASI J pea o) Al JUaY) sida e iy O ang (3
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) J&ia¥) g 4kl ciiles 1 Unit 2
: (COMPLIANCE AUDITING) JUie¥) (65 .8
: (Applicant Screening) ¢eiiiall yasd 5

J (Due care) 4l gl 4lall A 8 g
Ao 5 pha e Aadil b Bl A ) sl (el Aaball (g 685 Cuins
.(avoid delegating authority to those with a tendency to engage in illegal activities)
: oaxd DA (4 (Applications) <ldhll e aMain) cag (1
.(Criminal convictions) dxtall clilay) 1

x~=is (government-regulated agency) e Sall leadaii A5 s (ard jill daa
- Oeal) (pe el et Aiama Aigae A jlaal A U A 5l (e 3] sl yulaa Criminal discioli il Lyl o 2

L add Uit i - s AT sl 0 ¢ omil) ol 5 ¢ 0y glall 5 ¢ im el 5 ¢ ol (Criminal discipline) sl Sl 5
’ < .(Licensing boards) s Al Gullae Ji (10

dpa padll (§gia et V 4y o8 4G oy (pediall pen (and g (2

.(All applicants should be screened in a lawful manner that does not infringe upon privacy rights)
dclia 8 539 sall @lli Laws ¥ . (detect evidence of past wrongdoing) alall & clillae S ) e 4l e adSll s elld (e (a jall
.(organization’s industry) & sl
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiie¥) s astill cibiles 1 Unit 2
: (COMPLIANCE AUDITING) J¥ia¥) (333 .8

: (Communication) <¥la®¥ .6

D Oe S Jlad Sy dpem 8 0 O o

.(Standards) _ulxsl .1

.(procedures) &lel ¥y .2

.(available ethics-related documents) & sgwss Aabiall CLENAYL dalaiall 5350 b 8 Lay 3
Db elld 058 of Jamdy g

.(interactive format) Jlel& JSi 1

.(multiple occasions) aazie Gluulia by 2

DO SIS iy

(Training programs) <l =4l .1

.(Publications) &l sdiall 5 2

by LLall (typical methods) daad sei cadlud &

L e IS (il gall Gy 55 Juadl oty LS

.(Practice new techniques) s L 4 jlas |1

.(Use new information) sxaall <l slaall aladinl 5 2
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) J¥iie¥! s sl cililes : Unit 2

: (COMPLIANCE AUDITING) JUie¥) (3835 .8

: (Communication) <¥la®¥ .6

.(variety of media) hailu sl (1 4e 5il de g YA (e (Compliance information) JEieY) e slae J8 cang LS

Al o)) Ll U By il ge e sane JS dagal) Cilaall e slaall el Cangindi o coms Al e 3 M

. aiaill Jis | (subunits) dae Al Glaa b ) (environmental compliance information) ) JEeY) il slae 4aa 68 caay JE Jawe e
.(Laws & Regulations) & slll s ol 681l 038 (Detect violations <Sleiil (iS5 i) violate <leisi o) za el (e (Al

agilen 5 (e o oS JULY) o Gulal Gy 0 aaal) ¢ 64l gal) 8l ) s
.(New employees should receive basic compliance training as part of their orientation)

.(Agents of the organization should be given a presentation specifically for them)

. = (Agent of the organization) delaidl JS5

.(Director of an organization) 4w e 33 oY) ulas guac 1
.(Officer of an organization) 4uswse & Y s5ue 5 .2
.(Employee of an organization) dussse 4 Ghse 5 .3
Akl e Al Gl 48 JAT (adid gl Sl 4
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiiay g 45l cililes : Unit 2
: (COMPLIANCE AUDITING) JéieY) (385 .8
: (Communication) <¥la®¥ .6

- 38 ag3l e (periodically) s JS& .. (require employees to certify) sl (pilh sall ddlas Wyl cladaiall e cany
.(Read the code of conduct) <l skl ac il | 5f 5 1
.(Understood the code of conduct) & slull ac) 58l | sagd s 2
.(Complied with the code of conduct) & skull ac| 5l | 5liial 5 |3
;& (annually) G sis Cila slaall 028 Ja3 oy

.(Senior management) Lzl 3 5l2Y) 1

(The board) 3_l2¥) ulaay .2
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiie¥! s a5t cibilas : Unit 2

: (COMPLIANCE AUDITING) JUia¥! (38355 .8

: (Monitoring and Reporting) £ 48l yall |7

- Uy g\-u.\)A Prrty!

.(Effectiveness of written materials) 4 5l 3l gall Adlad |

.(Employee receipt of communications) <Yuaisl Cals gall 20

.(Handling of violations) <\Slgi) xe Jaladll

.(Fairness of discipline) «xtll lac

.(Observance of any protections given to informants) saball it dlea julas 43l el |
.(Fulfillment of compliance unit responsibilities) JUieY) sas § Sl g sy ¢l g1l

OO, WN -
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Juie¥) s asiill cilylas 1 Unit 2

: (COMPLIANCE AUDITING) JUia¥! (38355 .8

: (Monitoring and Reporting) £ 48l yall |7

(e < ARECIEIEN

.(Monitoring systems) 4 yall dakil 1

.(Auditing systems) 8l dakail 2

. o (detecting) —eisll

.(lllegal behavior) &l ye &Ll 1

.(Unethical behavior) S3aY¥) e &Ll 4 2

.(Employee hotlines should be used) (xils sall LAl Ja ghadll aladinl caay WS

.(coordinate multiple monitoring and auditing systems) s2axie (385 5 481 ye dadail Guuii 8 s Jual
Py, JAd das e

.(appropriate resources) dxuliall 2 ) sall ANl 3831 dad clac) -

.(applied to all of the organization’s businesses) 4ekiall Jlacl paa Ao . Jalall gdaill Ao | Lgdpdai -
.(review of the compliance program) JUie¥!) gl yd dzal o el Gl aag Kyl
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiie¥) s 15Ul cililes : Unit 2

: (COMPLIANCE AUDITING) J¥ie¥) (385 .8

: (Monitoring and Reporting) £ 48l yall |7

D e IS e

.(Attorney-client privileges) JS sall alaall &l jlial 1

.(Attorney work-product privileges) Jazll ziia alae &l jlill 5 2

A slE Cle) ya) (8 alae Ca e J8 (e Laladin) (e aladdl (i (e dniiall ) Lo Zladl) 23 ) Cila slaall (2an

.(best able to protect the privileges) <l jlsia¥) dlea e 3,8 Jai¥) 8 (monitoring the hotline) Galad) Lall () Al alall
. & (little confidence) 48 (e Jlal) llia ) oy o8

.(in such hotlines) 4alull Lo shadll 038 Jia 1

.(in write-in reports) &xusl &l a2

.(an off-site person assigned to hear complaints) s s\Sall & Lews CalSa ad sall 7 A add & 5l 3

. & (Confidence) 4 agal () &<y 38 (<1

.(hotlines answered by an in-house representative) &l Jias Lale oy Al AL b gladl) -
.(backed by a nonretaliation policy) plail aie Al 4e e da g -

.(hotline cannot ensure anonymity) 4u s (e a3l axe CAL) Ladll ey o)) (S Y &l aag
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUie¥) 5 a5kl cildes @ Unit 2

: (COMPLIANCE AUDITING) JUie¥) (3355 .8

: (Monitoring and Reporting) £ 48l yall |7

.(An on-site official may be assigned to receive and investigate complaints) ezt (sl g (5 gl SA) QL1 28 gall & J g iguse (uat oy
Do O Allad ST 4 < (Ombudsperson allaall ¢iaal) 2 5all 13s

.(Reports directly to the chief compliance officer or the board) 3_2¥) (ulas 5l JELY) Jdg5a S ) B puilaa o o 8 228 (1)
.(Keeps the names of informants secret) (p_sdall sloul 4 pu e Lailay (2)

.(Provides guidance to informants) ¢z sdall lald ) 234 (3)

.(Undertakes follow-up to ensure that retaliation has not occurred) i) & gaa ade (e S A lially 2gay (4)

o ple Jeocalh sl S 1)) e Jl s se IS ) (Ethics questionnaire) SLaSAY) slatul Jlu ) ey

.(Kickbacks, bribes) st .1

.(Other wrongdoing) 3 @lillaa ¢l 5l 2

GLEM
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GLEIM:

Employees have the most confidence in a hotline monitored by which of the following?

A. An expert from the legal department, backed by a nonretaliation policy.

B. An in-house representative, backed by a retaliation policy.

C. An on-site ombudsperson, backed by a nonretaliation policy.

D. An off-site attorney who can better protect attorney-client privilege.

Answer (C) is correct.

Although an attorney monitoring the hotline is better able to protect attorney-client and work-product privileges, one study
observed that employees have little confidence in hotlines answered by the legal department or by an outside service. The
same study showed that employees have even less confidence in write-in reports or an off-site ombudsperson, but have the
most confidence in hotlines answered by an in-house representative (or an on-site ombudsperson) and backed by a
nonretaliation policy.

A. Employees have little confidence in hotlines answered by the legal department.

B. A retaliation policy would dissuade whistleblowers from coming forth due to concern over possible backlash.

D. Employees have little confidence in hotlines monitored by the legal department or by an external service provider. Thus,
they would have even less confidence in an outside attorney.
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiie¥! s a5t cibilas : Unit 2

: (COMPLIANCE AUDITING) JUia¥! (38355 .8

: (Monitoring and Reporting) £ 48l yall |7

Al Gaaia g Jale 5 caalia alas JOA e ) il (Organizational compliance standards) (ebiill JELY) julea Gl sy

: Jis .. (Punishment should be appropriate to the offense) deall dulic 4 saall (5S35 o cang (1
.(Warning) _l\xY) .1

.(Loss of pay) saY) ol 4 2

.(Suspension) <&y S .3

(Transfer) Jal i 4

.(Termination) s&Y! 51 .5
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiiay g 45l cililes : Unit 2
: (COMPLIANCE AUDITING) J<ia¥) (585 .8
: (Monitoring and Reporting) £ 48l yall |7
Al Gaaia g Jale 5 caalia alas JOA e ) il (Organizational compliance standards) (ebiill JELY) julea Gl sy
L Sl bl pai o) s (2
.(Discipline of managers) Cx_sell cuigs 1
.(Discipline of other responsible persons) cz aY) o s sl (ald iVl cudgs 2
.(known of misconduct and did not report it) 4 | gl ol g bl ¢ gy ale Jo )55 66 o) oty GIS ) (58 pmy ()
.(lack of due diligence) 4l sl 4lall ass ) el alall pae judy
: Al (court may rule) aSa3 o) AaSaall jgay ¢ Gl A
.(the program is not effective) Jxé j& zali ll 1
ailya Sl A shay ) Galaidd ddalull e (e U g8 Al e Aadaiall 2
.(the organization is therefore legally liable for giving authority to persons with a tendency to commit crimes)
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) Jtia¥) 5 astill cililas : Unit 2
: (COMPLIANCE AUDITING) Juia¥) (3815 .8
: (Monitoring and Reporting) £ 48l yall |7
TS
.(Termination) &Y .1
.(other discipline) ¢_aY) cadeill / bl il o 2
;= (limited) 128 (péla gl
(whistleblower laws) Gl e cpaluall (il & (1)
(Sl e (Y Cala sall Jumd 3 Jeall Cialia 3a) 5laY) die Calh gall Aiina / 5aiel 4 516l Cileliuy) (2)
.statutory exceptions to the employee-at-will doctrine (the right of an employer to fire an employee for any reason)
.(employee or union contracts) L&l i ik sall 553 (3)
A ey sl Sllkaie g & g pdall g g el 5 Sasailly (Blaty Lad Jaall Calia il 550 (4)
.(employer responsibilities with regard to discrimination, wrongful discharge, and requirements to act in good faith)
6ol iy Ll i) (e dabaidl (Kaii s (Emiployee discipline should be thoroughly documented) 48 cala sall Laluzail (34 55 cany
: 1 (best effort) e
.(collect information) <l slaall xes .1

GLE'M .(took appropriate action) culiall &) )2y} Cdds) 5 2
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GLEIM:

Discipline of employees may be limited by all of the following except

A. Whistleblower laws.

B. A requirement to report certain employee violations to a governmental entity.

C. Union contracts.

D. Exceptions to the employee-at-will doctrine.

Answer (B) is correct.

Termination or other discipline of employees may be limited by (1) whistleblower laws; (2) exceptions to the employee-at-will
doctrine (the right of an employer to fire an employee for any reason); (3) employee or union contracts; and (4) employer
responsibilities with regard to discrimination, wrongful discharge, and requirements to act in good faith. However, a
governmental requirement that an entity report certain employee violations is not itself a limitation on the employer’s power
to discipline employees.

A. Whistleblower laws limit the termination or other discipline of employees.

C. Union contracts limit the termination or other discipline of employees.
D. Exceptions to the employee-at-will doctrine limit the termination or other discipline of employees

@ www.accountingwithahmedsamir.com € TWITTER.COM/AHMEDSAMIR6061 €9 WHATSAPP : +966549069839



http://www.accountingwithahmedsamir.com/
twitter.com/ahmedsamir6061
https://twitter.com/ahmedsamir6061
https://api.whatsapp.com/send?phone=966549069839

: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUie¥) 5 a5kl cildes @ Unit 2
: (COMPLIANCE AUDITING) JUie¥) (3355 .8
: (Monitoring and Reporting) £ 48l yall |7

: (the response) Aaiuy) (585 O g (After detection) <adsl) a

.(appropriate) 4wlic .1

.(designed to prevent other similar offenses) s AY) Al Al aial dasany 2

: o= (self-reporting) (1Al & 3LV dliall dlaiu¥) Qllati 88 ¢ gyl (any A (1

.(violations to the government) 4 sSall CulSleiny) |1

.(cooperation with investigations) <@asill xa G gladll 5 2

.(the acceptance of responsibility) 4l s suall J s 5.3

e S o 8

.(effective compliance program) Jall JEiaY) zali y 1

.(appropriate responses) dliall Cllaiuy) g 2

.(more lenient punishment for committing the offense) da sl S5 )Y Salui yi€H 4 i )
.(Failure to detect) i) aae 1

.(Failure to prevent) gidll a2e 2

.(compliance program needs to be restructured) 4Sa sale) ) zUiay JUia¥) zali o)) ) phad @il
T PP PG | JENUERI N

.(Replacement of compliance personnel) JEY) il sa Jlasiul 1

.(Transfer of compliance personnel) J&Y) il oo Ja3 2
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CIA

PART 2

Practice of Internal Auditing

UNIT 2
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Accounting with ahmed samir
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Unit |
INTERNAL AUDIT OPERATIONS

Unit Il
ASSURANCE AND COMPLIANCE ENGAGEMENTS

Unit Il
FINANCIAL, ENVIRONMENTAL, AND CONSULTING ENGAGEMENTS

Unit IV
THE INTERNAL AUDIT PLAN

Unit vV
ENGAGEMENT PLANNING

Unit VI
INFORMATION GATHERING

Unit VII
SAMPLING AND STATISTICAL QUALITY CONTROL

Unit VIII
ANALYSIS, EVALUATION, DOCUMENTATION, AND SUPERVISION

Unit VIIII
COMMUNICATING RESULTS AND MONITORING PROGRESS 9.1
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Unit [l

ASSURANCE AND COMPLIANCE ENGAGEMENTS

—— A OPERATIONAL
AUDITING
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JEia¥) g 1slil) lles : Unit 2
: (OPERATIONAL AUDITING) (Aaddl) 38x |7
: (Operational Audit Engagements) 4aladil) daa jall [ (82080 Cilles 1

.(assesses the efficiency and effectiveness of an organization’s operations) 4ebidl Cillee dlled 5 3.1S apiaty  Liadal) Al o 54
: (Typical operational audit engagements) 43 saill Ladil) Gaxl il ) L Lad

Process (functional) engagements (s 5ll) dalaal) Sl )|

(Program-results engagements) gl _nll il Sals )
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiia¥) g slil) cillas @ Unit 2
: (OPERATIONAL AUDITING) Asddll 3843 |7
: (Operational Audit Engagements) 4aladil) daa jall [ (82080 Cilles 1

.(assesses the efficiency and effectiveness of an organization’s operations) 4ebidl Clilee 40lad g 5. US sy  Ladill a8l . o8,
. G ¢
. (Typical operational audit engagements) 423 gaill sl gadxil) clals ) L Leid

(Program-results engagements) GAU J..J\ c_ﬂ_u L"_al.la\.:.m J\ Process (functional) engagements (“-‘9-’-5“)5‘) “\-‘LUJ\ ‘—‘LL"L” J\

. (Follow) aii Auliads (383 Sllee o4

.(Process-crossing organizational lines) dakliiall dpadaiill kb ghall 1
.(Service units) 4eall Cilas 95,2

.(Geographic allocations) 4l jzall a8l sall 5 |3
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: (ASSURANCE AND COMPLIANCE ENGAGEMENTS) JUiie¥) s astill cibiles 1 Unit 2
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GLEIM:

Which type of engagement focuses on operations and how effectively and efficiently the organizational units affected will
cooperate?

A. Program-results engagement.

B. Process engagement.

C. Privacy engagement.

D. Compliance engagement.

Answer (B) is correct.

Process engagements tend to be challenging because of their scope and the need to deal with subunits that may have
conflicting objectives.

A. A program-results engagement obtains information about the costs, outputs, benefits, and effects of a program.

C. Privacy engagements address the security of personal information.
D. Compliance engagements address compliance with all laws and regulations.
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GLEIM:

An operational assurance engagement may include an assessment of all of the following except

A. Accuracy of financial reporting.

B. Development and effectiveness of the budgeting process.

C. Quantity of output.

D. Disposal of scrap.

Answer (A) is correct.

An evaluation of the accuracy of financial reporting is performed during a financial assurance engagement

B. A process engagement is an operational audit engagement that follows a process crossing organizational lines. An
assessment of the budgeting process is such an engagement.

C. An assessment of the quantity of output is performed during a program-results engagement.

D. An assessment of scrap handling and disposal methods is performed during a process engagement.
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GLEIM:

An engagement to evaluate a transportation department is being conducted. Review procedures include an analysis of “rush
shipment” requests. The engagement objective in this case is the

A. Financial settlement of the rush shipment.

B. Transportation arrangements to be used for rush shipments.

C. Determination of the need for rush shipment services.

D. Handling of claims for undelivered rush shipment goods.

Answer (C) is correct.

An internal auditor concerned with the efficiency and effectiveness of the transportation function should inquire about the
entity’s procedures for addressing the appropriate means of moving items from one location to another. Because rush
shipment methods tend to be more expensive than the alternatives, the internal auditor should examine the authorization
procedures and criteria for such treatment and the possibilities for reducing or eliminating the need.

A. The emphasis in an analysis of requests for a service is on need, not how the service will be paid for.

B. The engagement objective is to examine the generation of requests, not the methods by which they are granted.
D. Analysis of claims against shipment agencies ordinarily does not shed light on the reasons for rush shipment requests.
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GLEIM:

An operational engagement communication that concerns the scrap disposal function in a manufacturer should address

A. The efficiency and effectiveness of the scrap disposal function and include any observations requiring corrective action.

B. Whether the scrap material inventory is reported as a current asset.

C. Whether the physical inventory count of the scrap material equals the recorded amount.

D. Whether the scrap material inventory is valued at the lower of cost or market.

Answer (A) is correct.

An operational engagement (audit) assesses the efficiency and effectiveness of an organization’s operations. Thus, an
engagement communication should inform management about the efficiency and effectiveness of the given operations and
should discuss observations requiring corrective action.

B. An engagement communication should address the efficiency and effectiveness of the function being evaluated, not
reporting in the financial statements.

C. Agreement between the records and the items being evaluated is a primary concern in a financial audit.

D. Valuation is an issue in a financial audit.
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GLEIM:

Which type of engagement attempts to measure the accomplishment and relative success of the undertaking?

A. Program-results engagement.

B. Privacy engagement.

C. Process engagement.

D. Compliance engagement.

Answer (A) is correct.

A program-results engagement obtains information about the costs, outputs, benefits, and effects of a program. It attempts to
measure the accomplishment and relative success of the undertaking. Because benefits often cannot be quantified in financial
terms, a special concern is the ability to measure effectiveness. A program is a funded activity not part of the normal,
continuing operations of the organization.

B.A privacy engagement addresses the security of personal information.

C.A process engagement addresses how effectively and efficiently operating units cooperate.
D.A compliance engagement addresses compliance with related laws and regulations.
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GLEIM:

A program-results engagement

A. Obtains information about the costs of the program.

B. Attempts to measure the accomplishment and success of the program.

C. Concerns the ability to measure the effectiveness of the program.

D. All of the answers are correct.

Answer (D) is correct.

A program-results engagement is intended to obtain information about the costs, outputs, benefits, and effects of the
program. It attempts to measure the accomplishment and relative success of the undertaking. Because benefits often cannot
be quantified in financial terms, a special concern is the ability to measure effectiveness.

A. A program-results engagement also attempts to measure the accomplishment and success of the program and concerns the
ability to measure the effectiveness of the program.

B. A program-results engagement also obtains information about the costs of the program and concerns the ability to measure
the effectiveness of the program.

C. A program-results engagement also obtains information about the costs of the program and attempts to measure the
accomplishment and success of the program
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GLEIM:

During an operational engagement, an internal auditor observes a large number of above-ground storage containers and a large amount of
black emissions from a smokestack. The organization has an environmental safety department. The engagement is not designed to consider
environmental concerns. The best course of action is to

A. Make a note to consider environmental risk concerns when developing the engagement plan for the next year, but do not expand the scope
of the existing engagement because the budget and risk priorities are already set.

B. Report the observations to the audit committee and seek their advice on whether the engagement should be expanded for the
environmental audit.

C. Document the observations and report them to the environmental safety department. Determine if their response will be timely, and
follow-up to determine if they have taken timely action.

D. Inquire of local management as to the use of the storage tanks to determine if they are properly classified as an asset. Do not take action on
the environmental issues because the internal auditor is untrained in the area, and such action is the responsibility of an already existing
department.

Answer (C) is correct.

An internal auditor cannot ignore information gathered regardless of whether it is pertinent to the engagement. Because environmental issues
have potentially large risks to most organizations, the internal auditor should determine that the environmental safety department is aware of
the concerns and is actively monitoring the situation. Follow-up is necessary.

A. internal auditor cannot ignore information about a potentially large risk.

B. More information is needed before reporting to the audit committee. The internal auditor should first contact the organization’s
environmental safety department.

D. The internal auditor should contact the environmental safety department and follow-up the department’s actions. (S)he cannot ignore
information gathered.
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GLEIM:

A sales department has been giving away expensive items in conjunction with new product sales to stimulate demand. The promotion seems
successful, but management believes the cost may be too high and has asked for a review by the internal audit activity. Which of the following
procedures would be the least useful to determine the effectiveness of the promotion?

A. Comparing product sales during the promotion period with sales during a similar non-promotion period.

B. Comparing the unit cost of the products sold before and during the promotion period.

C. Performing an analysis of marginal revenue and marginal cost for the promotion period, compared to the period before the promotion.

D. Performing a review of the sales department’s benchmarks used to determine the success of a promotion.

Answer (B) is correct.

The facts do not indicate that the cost of the products sold has changed. Moreover, this procedure does not consider the revenue effects of the
promotion. The challenge is to address the overall effectiveness of the promotion.

A. This comparison helps highlight the effectiveness of the promotion in increasing revenues.

C. The key analysis is to determine the effect on the organization’s contribution margin (revenues — variable costs
D. This procedure is helpful if the sales department has useful information on new customers and repeat purchases.
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GLEIM:

A city operates a job retraining program funded by a governmental agency that requires periodic reports on the program’s effectiveness. The
internal auditors randomly select participants in the job retraining program for the past year to determine how many have retained a job. This
type of engagement relates to

A. Compliance.

B. Operational effectiveness.

C. Economy and efficiency.

D. Program results.

Answer (D) is correct.

Internal auditors may conduct an operational audit to assess the efficiency and effectiveness of an organization’s operations. A program-results
engagement attempts to measure accomplishments and relative success of the program.

A. A compliance audit addresses compliance with laws, regulations, and contracts.

B. An operational effectiveness engagement consists of a comprehensive review of the overall job retraining program.
C. An economy and efficiency engagement considers the cost of the program compared with objectives achieved.
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GLEIM:

Direct staff as a percentage of total staff is an example of which of the following types of efficiency measures?
A. Productivity ratio.

B. Productivity index.

C. Operating ratio.

D. Resource utilization rate.

Answer (C) is correct.

The operating ratio measures the operational efficiency of an organization. Staffing is a component of operations, and direct staff as a
percentage of total staff is an example of an operating ratio.

A. The productivity ratio measures output relative to input.

B. The productivity ratio measures output relative to input.
D. The resource usage rate measures resource use relative to available resources.
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