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The internal audit activity's role in the risk assessment and management processes of an organization is determined by the:
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A. Risk management department.
B. External auditors.

C. Chiefaudit executive.

D. Board of directors.

F
B
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HM #120
Which of'the following best describes the type of organizational culture known as adaptability culture'?

A. A culture that places high value on participation and meeting the needs of employees.
B. A culture that emerges in quick-response and high-risk decision-making environments
C. A culture that is characterized by low involvement with environmental and health issues
D. A results-oriented culture that values competitiveness and personal initiative

Ef#: B

HMA #121

A large commercial bank was fined by regulators for fraudulent practices when employees, over a period of time, opened thousands
of new accounts for existing clients without the clients' consent. It was later found that employees were given unrealistic new account
targets and were aggressively monitored by management on a daily basis.

Which of the following controls would have most likely reduced the likelihood of the fraudulent practice from occurring?

¢ A. Anevaluation of the current performance and compensation program.

¢ B. The availability of fraud training to all employees.

¢ C. The performance of background mvestigations on all existing employees.
¢ D. The availability of an employee whistleblower hotline

Ef: A

fEE L2

An evaluation of the current performance and compensation program would be the most effective control to address the underlying
cause of fraudulent behavior described. The pressures from unrealistic targets and aggressive monitoring likely encouraged
employees to engage in fraudulent account openings. By evaluating and potentially revising these targets and the associated
compensation schemes, the bank could mitigate the pressures that lead to such unethical behaviors.References: Standards on the role
of internal control systems in preventing and detecting fraud, including guidance on managing performance and compensation to align
with ethical standards.

R #122
Why is the concept of residual risk important?

A. Because residual risk is difficult to measure.

B. Because the cost-benefit analysis supporting control design is part of the measure of residual risk.

C. Because residual risk is all of the risk that remains after controls are established.

D. Because the risk that remains after control design and implementation needs to be acceptable to senior management.

IEf@E: D

BR #123
A chiefaudit executive used risk assessment to prepare the audit work schedule. Which of the following would be the least
appropriate reason to modify the schedule?

A. Change in the relative risk of auditable activities during the year.

B. Budget constraints or expansions.

C. Request for postponement since the audit would be too complicated.
D. Need for coordination of audit activities with the external auditors.
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