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QUESTION 1

Which of the following would present the most critical external risk to an organization? 

A. The organization experiences a merger, and the management team is reorganized and redistributed globally. 

B. The organization launches a product into new global markets. 

C. After minimal testing, the organization implements a new system to replace a legacy system. 

D. Regulators announce broad legislative reforms applicable to the industry within which the organization operates. 

Correct Answer: C 

 

QUESTION 2

If the chief audit executive believes that senior management has accepted a level of residual risk that is unacceptable to
the organization, they should: 

A. Accept the decision of senior management as they are ultimately responsible for risk management. 

B. Report the concern directly to the board. 

C. Discuss the concern with management and if not resolved, escalate it to the board. 

D. Disclose the issue in the audit report when auditing the area where the risk was identified. 

Correct Answer: C 

 

QUESTION 3

Which of the following would not be a typical activity for the chief audit executive to perform following an audit
engagement? 

A. Report follow-up activities to senior management. 

B. Implement follow-up procedures to evaluate residual risk. 

C. Determine the costs of implementing the recommendations. 

D. Evaluate the extent of improvements. 

Correct Answer: C 

 

QUESTION 4

During a consulting engagement, an internal auditor identifies new risks which will impact the scope and sufficiency of
the engagement audit plan. According to the Standards, the internal auditor should: 
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A. Discuss the potential impact on the scope with the client. 

B. Modify the scope to incorporate the new risks and continue the engagement. 

C. End the engagement, as the audit scope is no longer sufficient to meet the audit objective. 

D. Continue the engagement but highlight the impacts on the audit scope in the final report. 

Correct Answer: A 

 

QUESTION 5

As part of a preliminary survey of the purchasing function, an internal auditor reads the department\\'s policies and
procedures manual and concludes that the manual describes the processing steps clearly and contains an appropriate
internal control design. The next engagement objective is to evaluate the operating effectiveness of internal controls.
Which procedure would fulfill this objective most effectively? 

A. Perform a design test. 

B. Perform a compliance test. 

C. Perform a systems test. 

D. Perform an efficiency test. 

Correct Answer: B 

 

QUESTION 6

The chief audit executive (CAE) for a manufacturing company included in this year\\'s audit plan a review of the
company\\'s laboratory, using an experienced external service provider. The audit plan was approved by the audit
committee without any changes. At the time of engaging the external service provider, the CAE also secured the
approval from the CEO. Who is responsible for ensuring that the conclusions reached for this exercise are adequately
supported? 

A. Audit committee. 

B. EO. 

C. CAE. 

D. External service provider. 

Correct Answer: A 

 

QUESTION 7

What is the primary purpose of creating a preliminary draft audit report? 

A. To save time during final report writing. 
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B. To meet the Standards requirement for developing a draft report prior to issuing a final report. 

C. To use as a tool for communicating with management of the area under review. 

D. To require that management implements solutions to issues identified during the engagement. 

Correct Answer: C 

 

QUESTION 8

An internal auditor uses a data query tool in the purchasing process to review the vendor master file for authorizations.
Which of the following describes the control objective likely being tested? 

A. Effectiveness. 

B. Response. 

C. Efficiency. 

D. Mitigation. 

Correct Answer: C 

 

QUESTION 9

The internal audit activity\\'s primary responsibility in a review or examination of the organization by an external
regulatory body is to: 

A. Verify that regulatory reviews occur with adequate frequency. 

B. Provide follow-up to determine if the regulator\\'s findings are appropriately resolved by management. 

C. Prepare documentation for the regulator. 

D. Document the responses to the regulator\\'s findings. 

Correct Answer: B 

 

QUESTION 10

Which of the following procedures would be most helpful in providing additional evidence when an auditor suspects that
an unidentified employee is submitting and approving invoices for payment? 

A. Use generalized audit software to identify invoices from vendors with post office box numbers or other unusual
features. Select a sample of those invoices and trace to supporting documents such as receiving reports. 

B. Select a sample of payments made during the year and investigate each one for approval. 

C. Select a sample of receiving reports representative of the period under investigation and trace to approved payment.
Note any items not properly processed. 
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D. Select a sample of invoices paid during the past month and trace them to appropriate vendor accounts. 

Correct Answer: A 

 

QUESTION 11

An organization has adopted an enterprise-wide risk management process and has appointed a chief risk officer (CRO)
to manage the process. The board has requested that the audit committee have oversight over the risk management
function. Which of the following statements is not true regarding this situation? 

A. The audit committee should get assurance on the adequacy and effectiveness of the risk management process from
the CRO. 

B. The chief audit executive has the mandate to conduct risk assessments and give assurance to the audit committee. 

C. The audit committee, on behalf of the board, has overall responsibility for the risk management process in the
organization. 

D. Senior management is accountable to the board for monitoring the system of internal controls. 

Correct Answer: A 

 

QUESTION 12

During an audit of a major metropolitan museum, an auditor was unable to locate selected items from the museum\\'s
collection. The director of the museum informed the auditor that the upcoming replacement of the museum\\'s inventory
tracking system would address the auditor\\'s concerns. What follow-up activity should the auditor propose? 

A. Receive periodic feedback from museum staff regarding the status of the system implementation. 

B. Monitor the system implementation and schedule a follow-up review once the new system is in place. 

C. Determine whether the items are indeed missing and assess the ability of the new system to remedy the problem. 

D. Schedule an audit of the museum\\'s security systems to determine if theft is a problem. 

Correct Answer: C 

 

QUESTION 13

Recommendations should be included in the audit report in order to: 

A. Provide management with options for addressing audit findings. 

B. Ensure that audit findings are resolved in the manner suggested by the auditor. 

C. Minimize the amount of time required to correct audit findings. 

D. Ensure that audit findings are addressed by management. 

Correct Answer: A 
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QUESTION 14

Some time after the final audit report was issued, the engagement supervisor learned that several internal control
deficiencies were not remedied, despite management\\'s previous agreement to remedy them. According to IIA
guidance, which of the following is the most appropriate response? 

A. The engagement supervisor must notify the chief audit executive (CAE) that the deficiencies have not been rectified. 

B. The engagement supervisor should rely on professional judgment as to whether the CAE should be informed, or the
management action plan should be adjusted. 

C. The engagement supervisor should rely on his negotiation skills and issue an ultimatum to management to remedy
the control deficiencies. 

D. Ensure that these deficiencies are captured in the documentation as high-priority areas to be reviewed during the
next audit. 

Correct Answer: D 

 

QUESTION 15

Which of the following is an appropriate responsibility for the internal audit activity with regard to the organization\\'s risk
management program? 

A. Identifying and managing risks in line with the entity\\'s risk appetite. 

B. Ensuring that a proper and effective risk management process exists. 

C. Attaining an adequate understanding of the entity\\'s key mitigation strategies. 

D. Identifying and ensuring that appropriate controls exist to mitigate risks. 

Correct Answer: C 
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