
1. For the confirmation of bank account balances, which of the following options is conclusive evidence? 
a. Bank reconcilliation statement 
b. Bank statement 
c. Confirmation by management 
d. Balance confirmation certificate obtained by statutory auditors  

 
2. For verifying the amount of contingent liabilities based on litigation cases appearing in the balance 

sheet, the internal auditor should connect to which of the following departments? 
a. Finance team 
b. Legal team 
c. Statutory auditors 
d. Secretarial team  

 
3. In the loan booking process of a finance service company, the person booking the loan has made 

changes in the critical components like interest rate and tenure for some of the loans. Which of the 
following areas in the audit scope should primarily cover this issue? 
a. Access management 
b. Functional review 
c. IT general controls 
d. Change management process 

 
4. For the per unit consumption cost computation of an auto component manufacturing unit, the internal 

auditor noted that the per unit consumption as per the standard consumption chart does not match the 
inventory report. What needs to be analysed in order to identify the root cause? 
 
a. Physical inventory verification process 
b. Process of entry of cost elements in the system 
c. Basis of standard consumption calculation 
d. Calculation errors in the inventory valuation report 
 

5. During the petty cash verification, the auditor wishes to verify that cash is not being used by the branch 
cashier for personal purpose. The auditor verified the balance in hand, the daily expenses and receipts 
vouchers and the corresponding entries in the bank. Which other evidence can help the auditor? 
a. Surprise cash verification by the Head Office team of management 
b. Trend analysis of expenses and receipts  
c. Verification of the denominations of the notes in the cash in hand 
d. Verification of the processes of lock and key  

 
6. During the expense review of a company, the auditor noted that interest on loan is wrongly calculated 

by the finance company for the previous years. It was already verified as correct by the statutory 
auditors and forms part of their balance confirmation process. Furthermore, the accountant has already 
identified the error and has planned to correct it in the next month by taking it up with the finance 
company. What should be the best course of action for the auditor? 
a. Ignore the error as it is already verified by the statutory auditors with confirming balances. 
b. Report the error as it affects financial reporting.  
c. Ignore the error as it is already being taken up with the finance company by the accounts team. 
d. Ignore the error as accuracy of interest calculation is not part of the scope of internal audit. 
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7. For confirming the ownership of building premises, which documents should the internal auditor verify?  

a. Property registration document, stamp duty details and local authority municipal tax receipts 
b. Property registration document, local authority municipal tax receipts and details of charges 

registered under the Companies Act in ROC documents 
c. Property registration document and local authority municipal tax receipts 
d. Property registration document, stamp duty details, local authority municipal tax receipts and 

charges registered under the Companies Act in ROC documents  
 

8. For reviewing the depreciation expense for fixed assets, which method is most useful? 
a. Re-performance 
b. Balance confirmation 
c. Access control testing 
d. Physical verification 

 
9. During the expense review, the internal auditor came across multiple vouchers of local conveyance by 

auto-rickshaw (for amounts less than Rs. 200) for which no supporting documents were available. 
What should be the approach of the auditor? 
a. Verify the signatures and approval authority for all the vouchers 
b. Call employees who claimed the conveyance for authentication on sample basis 
c. Conduct sample voucher checking as the amounts of expenses are less than Rs. 200 
d. Identify the trend for the amounts based on various business scenarios and amount that is 

normally incurred for conveyance for these types of activities and report variance, if any 
 

10. The internal auditor of Fortune company found an error in the bank reconciliation statement. While 
obtaining a response to the query he raised, it was explained that this was due to an error in the report 
from the computer system, for which the IT team is responsible. Whom should the auditor identify as 
the person(s) responsible for the error? 
a. The finance head 
b. The IT head 
c. The employees of the external firm who implemented the ERP 
d. The treasury head 
 

 

Answer Keys 

1. (b) 2. (a) 3. (a) 4. (b) 5. (a) 
6. (b) 7. (b) 8. (a) 9. (d) 10. (a) 

 

 

 

© The Institute of Chartered Accountants of India




