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1. Independent auditing can best be described as
(1) abranch of accounting.
(2) adiscipline that attests to the results of accounting and other functional operations
and data.
(3) a professional activity that measures and communicates financial and business data.
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(4) aregulatory function that prevents the issuance of improper financial information.
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7. A principal purpose of a letter of representation from management is to
(1) serve as an introduction to company personne} and an authorization to examine the

records.
(2) discharge the auditor from legal liability for the audit.
(3) confirm in writing management’s approval of limitations on the scope of the audit.
(4) remind management of its primary responsibility for financial statements.
8. Which of the following is generally considered to be a major reason for establishing an
internal auditing function?
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(1) To relieve overburdened management of the responsibility for establishing effective

systems of internal control.
(2) To ensure that operating activities comply with the policies, plans, and procedures
established by management.
(3) To safeguard resources entrusted to the organization.
(4) To ensure the accuracy, reliability, and timeliness of financial and operating data
used in management’s decision making.
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10. An anditor should design the written audit program so that
(1) all material transactions will be selected for substantive testing.
(2) substantive tests prior to the balance sheet date will be minimized.
(3) the audit procedures selected will achieve specific audit objectives.
(4) each account balance will be tested under either tests of controls or tests of
transactions.
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12. An auditor anticipates assessing control risk at a low level in a computerized
environment. Under these circumstances, on which of the following controls
would the auditor initially focus?

(1) General controls.
(2) Programmed controls.
(3) Output controls.
(4) Application controls. '
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Transaction walk-through

Fraud triangle )
Parallel simulation testing - . U - ______,____,_..:,
Subsequent events ' S n
Acceptable risk of assessing control risk too low
Acceptable risk of incorrect rejection
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Public Company Accounting Oversight Board
Corporate governance
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