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NEW QUESTION # 14 
Senior management at a financial institution has received allegations of fraud at its derivatives trading desk and has asked the internal
audit activity to investigate and issue a report concerning the allegations. The internal audit activity has not yet developed sufficient
proficiency regarding derivatives trading to conduct a thorough fraud investigation in this area.
Which of the following courses of action should the chief audit executive (CAE) take to comply with the Standards?

A. Request that senior management allow a delay of the fraud investigation until the internal audit activity's on-staff certified
fraud examiner is able to obtain the appropriate training regarding the analysis of derivatives trading.
B. Contract with an external certified fraud examiner with derivatives experience to perform the investigation and subsequent
reporting, with the chief audit executive approving the scope of the investigation and evaluating the adequacy of the work
performed.
C. Engage the former head of the institution's derivatives trading desk to perform the investigation and submit a report with
supporting documentation to the CAE.
D. Request that senior management exclude the internal audit activity from the investigation completely and instead contract
with an external certified fraud examiner with derivatives experience to perform all aspects of the investigation and subsequent
reporting.

Answer: B

NEW QUESTION # 15 
When auditing the award of a major contract, which of the following should an internal auditor suspect as a red flag for a bidding
fraud scheme?
1. Subsequent change orders increase requirements for low-bid items.
2. Material contract requirements are different on the actual contract than on the request for bids.
3. A high percentage of employees are charged to indirect accounts.
4. Losing bidders are hired as subcontractors.

A. 2 only
B. 1 only
C. 2 and 4.
D. 1 and 3.

Answer: C

NEW QUESTION # 16 
An organization has limited resources to spend on corporate social responsibility initiatives. Which is the most suitable approach to
determine how these resources should be used?

A. Support a mix of environmental economic and social initiatives to ensure a balanced approach is taken
B. Survey employees and external stakeholders to see which causes are best suited to the organization.
C. Conduct a financial analysis to determine where the most impact can be made with the budget available
D. Select corporate social responsibility initiatives that support the overall strategic goals of the organization

Answer: D

Explanation:
The most suitable approach for an organization with limited resources to spend on corporate social responsibility (CSR) initiatives is
to select initiatives that support the overall strategic goals of the organization. Aligning CSR initiatives with the organization's strategic
goals ensures that resources are used effectively and contribute to long-term value creation. This approach helps in enhancing the
organization's reputation, stakeholder engagement, and competitive advantage by focusing on areas where the organization can make
the most significant impact in alignment with its mission and values.
The IIA Standards: Standard 2010 - Planning: "The chief audit executive must establish a risk-based plan to determine the priorities
of the internal audit activity, consistent with the organization's goals." IIA Practice Guide: "Assessing Organizational Governance in
the Public Sector": Highlights the importance of aligning initiatives with strategic goals for effective governance.

NEW QUESTION # 17 
Which of the following statements is true about visual observation during an audit engagement?



1. Visual observations should not be documented as the facts have not been substantiated.
2. Complex conditions observed should be verified prior to communicating observations to management.
3. Visual observations can be used to detect ineffective controls, idle resources, and safety hazards.
4. Visual observation can be used during both preliminary survey and fieldwork stages of the audit engagement.

A. 1 and 2 only
B. 2, 3, and 4 only
C. 1, 2, and 4 only
D. 3 and 4 only

Answer: B

Explanation:
Section: Volume C

NEW QUESTION # 18 
The audit process used by the internal audit activity of a large wholesale clothing company does not include an engagement letter or
project approval document. The most serious consequence of this deficiency in the process is that the:

A. Audit objectives may not be understood by management of the area being audited.
B. Audit resources may not be sufficient.
C. Audit plan priority may have changed.
D. Audit schedule may not be optimal from the engagement client's perspective.

Answer: A

NEW QUESTION # 19
......
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