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HMA #46
According to ITA guidance, which of the following describes the primary reason to implement environmental and social safeguards
within an organization?

A. To facilitate the conduct of risk assessment

B. To enable Triple Bottom Line reporting capability.
C. To achieve and maintain sustainable development.
D. To fulfill regulatory and compliance requirements.

Ef#: C

R :
Implementing environmental and social safeguards aligns with the broader organizational goal of achieving sustainable development.
These safeguards ensure that the organization operates in a manner that is environmentally responsible and socially conscious, which
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is crucial for long-term sustamnability

HE #47
Which of'the following actions should the internal audit activity take during an audit engagement when examining the effectiveness of
risk management processes?

A. Evaluate how the organization manages fraud risk.

B. Establish procedures for improving risk management processes.

C. Verify that organizational objectives are aligned with each departments objectives.
D. Ensure risk responses are aligned with industry standards

Ef#: A

RN -

Risk Management Evaluation: During an audit engagement examining the effectiveness of risk management processes, the internal
audit activity should focus on evaluating how the organization manages various types of risks, including fraud risk.

Fraud Risk Management: This involves assessing the organization's mechanisms for identifying, assessing, and responding to fraud
risks. It also includes reviewing the effectiveness of controls in place to prevent and detect fraudulent activities.

ITA Standards: Standard 2120 - Risk Management emphasizes that internal auditors must evaluate the potential for the occurrence
of fraud and how the organization manages fraud risk.

Comprehensive Approach:

* Risk Assessment: Ensuring that the organization conducts thorough risk assessments to identify potential fraud risks.

* Control Environment: Evaluating the control environment to ensure it supports ethical behavior and reduces opportunities for fraud.
* Fraud Prevention and Detection: Reviewing the policies and procedures in place to prevent and detect fraud, including
whistleblower mechanisms and fraud response plans.

References:

* Internal auditors play a crucial role in assessing the adequacy of fraud risk management, which is integral to the overall risk
management process. By evaluating fraud risk management, auditors can provide assurance that the organization is effectively

mitigating fraud risks.

B #48
Operational management In the IT department has developed key performance indicator reports, which are reviewed in detail during
monthly staff meetings. This activity is designed to prevent which of the following conditions?

¢ A, Communication failure

¢ B. Monitoring gap.

e C. Knowledge/skills gap.

¢ D. Accountability reward failure

EfE: B

R -

Key performance indicator (KPI) reports are essential tools for tracking and evaluating the performance of various processes and
activities within an organization. By reviewing these reports in detail during monthly staff meetings, operational management in the IT
department ains to identify any discrepancies or issues promptly. This continuous monitoring helps to prevent a "monitoring gap,"
which is the failure to adequately oversee and assess operations, potentially leading to undetected problens or inefficiencies

H #49
Which of the following situations is most likely to heighten an internal auditors professional skepticism regarding potential fraud?

A. A financial accountant is absent from work frequently due to regular medical procedures

B. A procurement manager does not have the expected academic credentials for his position

C. The accounts payable supervisor has requested advances against her monthly salary on several occasions
D. A salesperson frequently complains about the organization's policy on sales commissions.

IEf#: B



Professional skepticism is an essential attitude for internal auditors, particularly when assessing the risk of fraud. According to the
ITA's Practice Guide "Internal Auditing and Fraud", one of the red flags that may heighten an internal auditor's professional
skepticism is the presence of employees whose qualifications or credentials do not match the requirements of their positions. In this
case, a procurement manager lacking the expected academic credentials raises concerns because it could indicate potential
fraudulent activities such as unqualified decision-making or manipulation of procurement processes.

H #50
According to ITA guidance, which of the following would be the best first step to manage risk when a third party is overseeing the
organization's network and data'?

¢ A. Applying administrative privileges to ensure right-to-access controls are appropriate

¢ B. Drafting a strong contract that requires regular vendor control reports and a right-to-audit clause

¢ (. Creating a standing cybersecurity committee to identify and manage risks related to data security.

¢ D. Creating a comprehensive reporting system for vendors to demonstrate their ongoing due diligence in network operations.

Ef#: B

A -

Managing Third-Party Risk: When a third party oversees the organization's network and data, the primary concern is to manage and
mitigate risks associated with outsourcing critical finctions.

Strong Contract Provisions: Drafting a strong contract that includes specific provisions such as regular vendor control reports and a
right-to-audit clause is essential. These provisions ensure that the organization maintains oversight and control over the third party's
activities.

ITA Standards: Standard 2201 - Planning Considerations requires that internal auditors consider the organization's objectives and the
means by which they are achieved, including the role of third parties.

Contract Management:

* Control Reports: Regular control reports from the vendor provide insights into their performance and compliance with agreed-
upon standards.

* Right-to- Audit Clause: This clause allows the organization to periodically audit the third party to ensure compliance with
contractual obligations and to assess the effectiveness of their control environment.

References:

* Ensuring that third-party vendors adhere to the same standards of risk management and control as the organization helps in
mitigating risks related to data security and network management.
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