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E R # 694
Which of'the following are components of the COSO enterprise risk management framework?
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1. Objective setting,

2. External environment.
3. Data collection.

4. Control activities.

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

.
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: C

H 1 # 695
The primary reason that a bank would maintain a separate compliance function is to:

A. Better manage perceived high risks.

B. Strengthen controls over the bank's investments.

C. Ensure the independence of line and senior management.
D. Better respond to shareholder expectations.

Ef#E: A

fi .-
Section: Volume A

M # 696
In assessing the independence of the internal audit activity, a member of a peer review team should consider all of the following
factors except:

A. The criteria of education and experience considered necessary when filling vacant positions on the audit staff.
B. The scope and depth of engagement objectives for the audit engagements included in the review.

C. Access to and frequency of communications with the board of directors or its audit committee.

D. The degree to which auditors assume operating responsibilities.

EfE: A

H M #697
‘When reviewing management reports to the board of directors, the internal audit activity should:

A. Evaluate the process used to prepare the management reports.
B. Tie all financial numbers in the reports to the general ledger.

C. Maintain supporting documentation for the management reports.
D. Compare to prior-period reports for consistency.

Ef#: A

fEE:
Section: Volume B

M # 698

During the planning stage of an assurance engagement, a payroll clerk informed the internal auditor that he is often asked to add new
employees to the payroll without any formal new-hire documentation from human resources. The auditor is concerned that this
mcreases the risk for fraud. To complete engagement planning, which of the following is the most appropriate next step for the
auditor to take?

e A. Advise the chiefaudit executive of the clerk's assertion, despite the lack of supporting evidence.



¢ B. Increase the sample size to be tested, ensuring a thorough review of the payroll records.
e C. Ask the clerk to provide a list of any suspicious new employee names on the payroll
¢ D. Investigate the matter further to understand precisely how many payroll records were affected.

EfE: A

RN -

When a payroll clerk inforns the auditor of potential issues like adding new employees to the payroll without proper documentation,
it is essential to escalate this concern appropriately. The internal auditor should inform the chief audit executive (CAE) of the
assertion, as it raises a significant red flag regarding potential fraud or control weaknesses. This step ensures that the CAE is aware
of the situation and can decide on the necessary follow-up actions, such as further investigation or adjusting the audit scope to
address the risk.

ITA Standard 1220: Due Professional Care

ITA Standard 2120: Risk Management
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