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QUESTION 1

Evidence discovered during the course of an engagement suggests that multiple incidents of fraud have occurred.
There do not appear to be sufficient controls in place to prevent reoccurrence. Which of the following is the internal
auditor\\'s most appropriate next step? 

A. Immediately notify management of the area under review and the other internal auditors involved in the engagement. 

B. Discuss the situation with the engagement supervisor to determine whether fraud investigation experts are required
to investigate the matter properly. 

C. Fully document in the workpapers the evidence that has been discovered and recommend appropriate controls to
address the fraud. 

D. Provide the evidence that was discovered to local law enforcement for possible prosecution of the suspected fraud. 

Correct Answer: A 

 

QUESTION 2

The chief audit executive (CAE) of a mid-sized pharmaceutical organization has operational responsibility for the
regulatory compliance function. The audit committee requests an assessment of regulatory compliance. According to IIA
guidance, which of the following is the CAE\\'s best course of action? 

A. Have a proficient internal audit staff member perform the assessment and disclose the impairment in the audit report
and to the board. 

B. Have a regulatory compliance staff member perform a self-assessment, to be reviewed by a proficient internal
auditor. 

C. Have a proficient internal audit staff member perform the audit and report the results of the assessment directly to
senior management and the board. 

D. Contract with a third-party entity or external auditor to complete the assessment and report the results to senior
management and the board. 

Correct Answer: D 

 

QUESTION 3

A snow removal company is conducting a scenario planning exercise where participating employees consider the
potential impacts of a significant reduction in annua snowfall for the coming winter. Which of the following best describes
this type of risk? 

A. Residual. 

B. Net. 

C. Inherent. 

D. Accepted. 
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Correct Answer: C 

 

QUESTION 4

Which of the following is the most effective strategy to manage the risk of foreign exchange losses due to sales to
foreign customers? 

A. Hire a risk consultant. 

B. Implement a hedging strategy. 

C. Maintain a large foreign currency balance. 

D. Insist that customers only pay in a stable currency. 

Correct Answer: B 

 

QUESTION 5

Which of the following describes a key characteristic related to effective organizational communication? 

A. Comprehensive supervisory and verification procedures. 

B. A well-designed system of internal controls. 

C. A culture of integrity and transparency. 

D. Unique operating environments with varying complexity. 

Correct Answer: B 
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