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QUESTION 1

Which of the following actions should the audit committee take to promote organizational independence for the internal
audit activity? 

A. Delegate final approval of the risk-based internal audit plan to the chief audit executive (CAE). 

B. Approve the annual budget and resource plan for the internal audit activity. 

C. Assist the CAE with hiring objective and competent internal audit staff. 

D. Encourage the CAE to communicate and coordinate with the external auditor. 

Correct Answer: A 

 

QUESTION 2

Suspecting fraud, the chief financial officer (CFO) asked the internal audit activity to investigate a significant increase in
travel related expenditures. Work was performed by a qualified internal auditor. Following the completion of the
engagement, the chief audit executive (CAE) reported to the CFO that no violations were found and no fraud had
occurred. 

According to the Standards, which of the following principles did the CAE violate? 

A. Due professional care. 

B. Individual objectivity. 

C. Proficiency. 

D. Organizational independence. 

Correct Answer: A 

 

QUESTION 3

According to IIA guidance, when preparing the charter for the internal audit activity, the chief audit executive (CAE),
board, and senior management should agree on which of the following? 

1.

 The standards to be used by the internal audit activity. 

2.

 The internal audit activity\\'s code of ethics. 

3.

 The CAE\\'s reporting line. 
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4.

 The internal audit activity\\'s responsibilities. 

A. 4 only. 

B. 1 and 2 only. 

C. 3 and 4. 

D. 1,2, and 3. 

Correct Answer: C 

 

QUESTION 4

Which of the following offers the best evidence that the internal audit activity has achieved organizational
independence? 

A. An independent third party has assessed the organization\\'s system of internal controls to be adequate and
effective. 

B. The chief audit executive reports both functionally and administratively to the CEO. 

C. The internal audit charter is drafted properly and approved by the appropriate parties. 

D. The mission statement and strategy of the internal audit activity demonstrates alignment to organizational objectives. 

Correct Answer: B 

 

QUESTION 5

An organization invests its savings in a volatile stock with the potential for high gains rather than a mutual fund with a
lower expected return and lower volatility. This best describes which of the following risk concepts? 

A. Risk identification. 

B. Risk appetite. 

C. Risk capacity. 

D. Risk tolerance. 

Correct Answer: D 
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