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I #60
Which of'the following statements is true regarding a key difference between assurance and consulting services provided by the

internal audit activity?

¢ A, When conducting a consulting engagement, the nature and scope of the engagement are determined by the internal audit
activity.

¢ B. When conducting an assurance engagement, the engagement objectives, scope, and techniques are agreed with the area
under review.

¢ (. Anassurance engagement has two participants, while consulting engagements generally involve three parties.

e D. Three parties are participants in assurance services, while consulting engagements generally involve two parties.

Ef#: C

] #61

The auditor's aunt has been working in management of the area under review for a considerable amount of time.
Which of the following would best assist the internal auditor in this situation?

¢ A The whistleblowing policy.

¢ B. The conflict of interest policy.
e (. The audit committee charter.
¢ D. The internal audit charter.

Ef#: B

R :

A conflict of interest is a situation where an internal auditor's personal or professional interests may compromise their objectivity,
mtegrity, or ability to perform their work effectively2. An internal auditor should avoid any conflicts of interest or disclose themto the
appropriate parties if they cannot be avoided3. A conflict of interest policy is a document that defines what constitutes a conflict of
mnterest, how to identify and report it, and how to manage or resolve it4. Therefore, option D is the best answer, as it would assist
the mnternal auditor in this situation by providing clear guidance and expectations on how to handle the potential conflict of interest
arising from their aunt's involvement in the area under review.

References:

1: How to avoid conflict of interest with auditors | Smolin Lupin3 2: Auditing, Conflict of Interest, and Credibility: Conductinga ...5
3: Independence and Objectivity - The Institute of Internal Auditors or The IIA2 4: Conflict of Interest - Internal Audit and Security
Stafit

E R #62
With regard to the internal audit activity's quality assurance and improvement program, which of the following topics would the chief
audit executive include on the quarterly board meeting agenda?

A. The scope and frequency of both internal and external quality assessments.

B. The list of audit engagements that will be assessed during the year.

C. The number and qualifications of nternal audit staff members assigned to perform internal assessments during the year.
D. The compensation structure of the qualified assessment team.

IEf#E: A

AR :

The chief audit executive (CAE) would include the scope and frequency of both internal and external quality assessments on the
quarterly board meeting agenda as part of the internal audit activity's quality assurance and improvement program. This topic is
essential for ensuring the board is informed about the mechanisns in place to maintain and enhance the quality of the internal audit
function. Regular updates on quality assessments help the board understand the effectiveness of the internal audit activity and its
commitment to continuous improverment. References:

* The IIA's International Standards for the Professional Practice of Internal Auditing (Standards) - Standard 1311: Internal
Assessments and Standard 1312: External Assessments.

* The ITA's Quality Assessment Manual.



M #63
A new internal audit activity is considering the adoption of a risk and control framework. Which of the following is the most
appropriate consideration during this process?

¢ A The framework should apply to individual projects rather than the organization as a whole
¢ B. The framework should not be developed by the internal audit activity

¢ (. The framework should always be tailored to the organization

¢ D. The framework should require fewer resources to implement

Ef#: C

TR

The most appropriate consideration when adopting a risk and control framework for a new internal audit activity is that the
framework should always be tailored to the organization. This ensures that the framework is relevant to the specific operational,
cultural, and strategic contexts of the organization, which enhances its effectiveness in managing risk and improves the alignment of
control processes with organizational objectives. References: Best practices in risk management and internal control frameworks,
such as those provided by COSO and ISO, which emphasize the importance of customizing frameworks to fit the unique needs and
characteristics of the organization.

H #064
Which of the following scenarios provides the most concerning red flag or indicator of possible fraud?

A. During the past 18 months three chief financial officers have left the organization afier having been promoted to the position
B. The organization does not perform any due diligence research on third party service providers

C. An enployee receives a bonus for perfect attendance

D. Three competitors are highly profitable but a fourth equal in size is approaching bankruptcy limits

Ef: A
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