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QUESTION 1
According to IIA guidance, which of the following actions might place the independence of the internal audit function in
jeopardy?
A. Having no active role or involvement in the risk management process.
B. Auditing the risk management process for reasonableness.
C. Coordinating and managing the risk management process.
D. Participating with management in identifying and evaluating risks.
Correct Answer: C

QUESTION 2
Which of the following events would most likely cause the chief audit executive to consider changing the current year\\'s
audit plan?
The government announced that new regulatory requirements will be introduced in the coming years which may
significantly impact the organization\\'s primary product. A major competitor unexpectedly introduced a new model at a
lower price point to compete with the organization\\'s market leading product. The organization announced a new joint
venture with a long time corporate partner to introduce a new product with development costs and sales beginning next
fiscal year. An equal joint venture partner filed a lawsuit against the organization and requested that the court issue an
immediate suspension of future product shipments.
A. 1 and 2 only
B. 1 and 3 only
C. 2 and 4 only
D. 3 and 4 only
Correct Answer: C

QUESTION 3
When interviewing an individual in relation to a fraud investigation, which course of action should the internal auditor
follow?
A. Assure the individual that the results of the interview will remain confidential.
B. Establish a rapport with the subject to encourage openness.
C. Discontinue questioning once the individual has confessed to the fraud.
D. Refrain from deviating from the list of questions prepared before the interview.
Correct Answer: B

QUESTION 4
An organization does not have a formal risk management function. According to the Standards, which of the following
are conditions where the internal audit activity (IAA) may provide risk management consulting?
1.
There is a clear strategy and timeline to migrate risk management responsibility back to management.
2.
The IAA has the final approval on any risk management decisions.
3.
The IAA does not give objective assurance on any part of the risk management framework for which it is responsible.
4.
The nature of services provided to the organization is documented in the internal audit charter.
A. 1, 2, and 3 only
B. 1, 2, and 4 only
C. 1, 3, and 4 only
D. 2, 3, and 4 only
Correct Answer: C

QUESTION 5
If an auditor is sampling to test compliance with a particular company policy, which of the following factors should not
affect the allowable level of sampling risk?
A. The experience and knowledge of the auditor.
B. The adverse consequences of noncompliance.
C. The acceptable level of risk of making an incorrect audit conclusion.
D. The cost of performing auditing procedures on sample selections.
Correct Answer: A

QUESTION 6
Which of the following potential performance measures should an auditor recommend excluding from a performance
scorecard?

A. Number of employees.
B. Market share.
C. Number of customer complaints.
D. Training dollars per employee.
Correct Answer: A

QUESTION 7
An internal auditor has been assigned to facilitate a risk and control self-assessment for the finance group. Which of the
following is the most appropriate role that she should assume when facilitating the workshop?
A. Express an opinion on the participants\\' inputs and conclusions as the assessment progresses.
B. Provide appropriate techniques and guidelines on how the exercise should be undertaken.
C. Evaluate and report on all issues that may be uncovered during the exercise.
D. Screen and vet participants so that the most appropriate candidates are selected to participate in the exercise.
Correct Answer: B

QUESTION 8
An internal auditor is assessing the organization\\'s risk management framework. Which of the following formulas should
he use to calculate the residual risk?
A.
B.
C.
D.
E. Option A
F. Option B
G. Option C
H. Option D
Correct Answer: B

QUESTION 9
A. Adhere to a predetermined order.

B. Cover more than one subject or topic.
C. Move from general to specific.
D. Direct the individual to a desired answer.
Correct Answer: C

QUESTION 10
The chief audit executive (CAE) manages a large internal audit activity (IAA) reporting functionally to the audit
committee and administratively to the chief risk officer. During the CAE\\'s recent unplanned medical leave, several
internal audit reports were completed and waiting for CAE approval, however, no formal delegation of authority was in
place to anticipate this situation. In order to preserve the independence of the IAA, which of the following would be the
most appropriate individual to review and approve these reports during the CAE\\'s absence?
A. External auditor.
B. Chief risk officer.
C. Engagement lead auditor.
D. Audit committee chair.
Correct Answer: C

QUESTION 11
An internal auditor is conducting a review of the procurement function and uncovers a potential conflict of interest
between the chief operating officer and a significant supplier of IT software development services. Which of the following
actions is most appropriate for the internal auditor to take?
A. Inform the audit supervisor.
B. Investigate the potential conflict of interest.
C. Inform the external auditors of the potential conflict of interest.
D. Disregard the potential conflict, because it is outside the scope of the audit assignment.
Correct Answer: A

QUESTION 12
An internal auditor is reviewing a new automated human resources system. The system contains a table of pay rates
which are matched to the employee job classifications. The best control to ensure that the table is updated correctly for
only valid pay changes would be to:
A. Limit access to the data table to management and line supervisors who have the authority to determine pay rates.
B. Require a supervisor in the department, who does not have the ability to change the table, to compare the changes to

a signed management authorization.
C. Ensure that adequate edit and reasonableness checks are built into the automated system.
D. Require that all pay changes be signed by the employee to verify that the change goes to a bona fide employee.
Correct Answer: B
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