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The ACCT326 Final Exam is a comprehensive exam that will test your knowledge regarding the 
material covered in our class during the last seven weeks. The exam consists of two parts: 


 Part I – 100 M/C questions (all chapters covered except Chapter 3) @1.5 points each 


 Part II – 10 Essay questions on key themes & topics from our class @ 15 points each 


For Part I, you will complete your answers on the Answer Key that has been provided. Students who 
do not submit their responses on the answer key will lose 25%. For Part II, you will record your 
responses in a separate MS Word document. Students who do not submit their responses in a MS-
Word document will lose 25%. 


Since this exam is a take-home, you are expected to work on the exam without assistance from you 
professor; current & former students; or any external resource besides your textbook. Those students 
who are suspected of violating this will be subjected to disciplinary actions. Actions include 
submission of your exam to university officials for review per the violation of the UMUC’s Academic 
Dishonesty and Plagiarism policy (http://www.umuc.edu/policy/academic/aa15025.shtml). 


If you have any questions concerning the exam, please send me a message via e-mail. Do not post 
any questions to the conference area. 


The exam must be completed by 11:59pm EST. Sunday, October 12. No extensions will be allowed 
and LEO will not accept any submission after this point. Please make sure you do not wait until 
Sunday, evening (late, such as @11:50pm EST) to submit your exam (in case you have 10 minutes 
of technical problems). 
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PART I - MULTIPLE CHOICE.  Choose the one alternative that best completes the statement or 


answers the question. 


1) Illegally obtaining and using confidential information about a person for economic gain is known as 
A) identity theft. 
B) eavesdropping. 
C) packet sniffing. 
D) piggybacking. 
E) None of the above.  
 
2) Which of the following documents would be found in the expenditure cycle?  
A) delivery ticket  
B) purchase order  
C) credit memo  
D) time card  
E) None of the above.  
 
3) Which statement below regarding prototyping is false?  
A) Prototyping allows developers to condense and speed up parts of the analysis and design phases.  
B) Prototypes help developers and end users make conceptual and physical design decisions. 
C) Developers who use prototyping still go through the systems development life cycle.  
D) Prototypes are considered "first drafts," which are quickly built and intended to be discarded when 
the real system is finished. 
E) None of the above.  
 
 
4) When a proper segregation of duties exists in the area of handling cash receipts, the ________, 
who reports to the ________, actually handles the cash and is not the same person who posts cash 
receipts to customer accounts.  
A) accountant; controller  
B) cashier; controller  
C) cashier; treasurer  
D) accountant; treasurer  
E) None of the above.  
 
 
5) Which of the following is the best way to hide theft of assets?  
A) Stealing cash from customer A and then using customer B's balance to pay customer A's accounts 
receivable  
B) Conversion of stolen assets into cash  
C) Charging the stolen asset to an expense account  
D) Creating "cash" through the transfer of money between banks  
E) None of the above.  
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6) Which of the following statements is false? 
A) Financial institutions have installment-loan cycles. 
B) Every organization should implement every transaction cycle module. 
C) Retail stores do not have a production cycle. 
D) A service company does not have an inventory system. 
E) None of the above.  
 
 
7) The general ledger and reporting system is designed to provide information for which of the 
following user groups?  
A) internal users  
B) external users  
C) inquiry processing by internal or external users  
D) all of the above  
E) None of the above.  
 
 
8) Change management refers to 
A) operational controls applied to companies after mergers or acquisitions. 
B) replacement of upper management and their introduction to the organization. 
C) disbursement controls on petty cash. 
D) controls designed to ensure that updates in information technology do not have negative 
consequences. 
E) None of the above.  
 
 
9) Shortly after a new automated quality assurance system went online, production output declined by 
three percent. The production manager, a long time employee, blamed the new system. He argued 
that "after we laid off Tom and Jimmy and put this machine in, things just slowed down. Nothing 
seems to work right anymore." This is an example of dealing with change by 
A) deterrence. 
B) aggression. 
C) projection. 
D) avoidance. 
E) None of the above.  
 
 
10) Cheryl Liao is an accountant at Folding Squid Technologies. While making an adjusting entry to 
the general ledger, she received the following error message, "Your journal entry must be a numeric 
value. Please reenter." This message was the result of a 
A) validity check. 
B) completeness test. 
C) field check. 
D) zero-balance check. 
E) None of the above.  
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11) Which department should have the sole ability to provide information to the AIS about hiring, 
terminations, and pay rate changes?  
A) timekeeping  
B) payroll  
C) HRM  
D) production  
E) None of the above.  
 
 
12) Which of the following is a control related to design and use of documents and records? 
A) Comparing physical inventory counts with perpetual inventory records 
B) Sequentially prenumbering sales invoices 
C) Locking blank checks in a drawer or safe 
D) Reconciling the bank statement to the general ledger 
E) None of the above.  
 
 
13) The decision about how often to produce a certain report is part of which conceptual design 
specification element?  
A) input  
B) processing procedures and operations  
C) data storage  
D) output  
E) None of the above.  
 
 
14) Which method of data gathering is most likely to result in information that represents the personal 
biases and opinions of the person giving the information?  
A) a questionnaire  
B) observation by the analyst  
C) an interview  
D) system documentation  
E) None of the above.  
 
 
15) Chuck in ITS got a call from Phil in Marketing. "Chuck, you know that inventory report I had you 
guys prepare for me last year? Well, I need you to run it again and send it over in hard copy. Thanks." 
This is an example of a 
A) triggered exception report. 
B) demand report. 
C) special-purpose analysis report. 
D) scheduled report. 
E) None of the above.  
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16) The manager of Callow Youth Clothing was entering an order online from Sad Clown Pajamas. 
He entered all the items and quantities, completed the checkout and payment process, but the 
following error message popped up when he tried to exit the site: "Please enter your email address." 
This message is likely the result of a 
A) customer relationship management software application. 
B) closed-loop verification. 
C) validity check. 
D) completeness test. 
E) None of the above.  
 
 
17) When the sum of all entries in the subsidiary ledger equals the balance in the corresponding 
general ledger account, it is assumed that  
A) the recording processes were accurate.  
B) all source documents were recorded.  
C) adjusting entries are not required.  
D) no errors exist in the subsidiary ledger.  
E) None of the above.  
 
 
18) The activities involved in soliciting and processing customer orders within the revenue cycle are 
known as the ________.  
A) sales order entry process  
B) shipping order process  
C) revenue process  
D) marketing process  
E) None of the above.  
 
 
19) A monthly statement sent to customers serves a control purpose by 
A) providing an opportunity for customers to verify the balance owed and activity on the account. 
B) triggering the process to record a customer payment. 
C) reminding customers of the balance due and due date. 
D) summarizing invoices and amounts due for customers. 
E) None of the above.  
 
 
20) Why is computer fraud often more difficult to detect than other types of fraud?  
A) Computers provide more opportunities for fraud.  
B) Computer fraud perpetrators are just more clever than other types of criminals.  
C) Rarely is cash stolen in computer fraud.  
D) The fraud may leave little or no evidence it ever happened.  
E) None of the above.  
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21) Which of the following will not reduce the likelihood of an occurrence of fraud?  
A) required vacations and rotation of duties  
B) encryption of data and programs  
C) use of forensic accountants  
D) adequate insurance coverage 
E) None of the above.  
 
 
22) A major cost in the purchasing function is the number of purchase orders processed. One 
technique that may reduce purchasing-related expenses is to have suppliers compete with each other 
to meet demand at the lowest price. This name of this technique is  
A) a trading exchange.  
B) a reverse auction.  
C) an EDI auction.  
D) a supplier consortium.  
E) None of the above.  
 
 
23) When is a proposal to conduct a systems analysis prepared?  
A) after a written request for systems development is prepared  
B) after the development team completes the survey of the existing AIS  
C) after the initial investigation of the project is approved  
D) before the initial investigation  
E) None of the above.  
 
 
24) Computer fraud perpetrators who use telephone lines to commit fraud and other illegal acts are 
typically called  
A) crackers.  
B) hackers.  
C) jerks.  
D) phreakers.  
E) None of the above.  
 
 
25) The unauthorized copying of company data is known as 
A) masquerading. 
B) eavesdropping. 
C) data leakage. 
D) phishing. 
E) None of the above.  
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26) SAS No. 99 requires that auditors 
A) detect all material fraud. 
B) alert the Securities and Exchange Commission of any fraud detected. 
C) plan audits based on an analysis of fraud risk. 
D) take all of the above actions. 
E) None of the above.  
 
 
27) Which of the following is the easiest method for a computer criminal to steal output without ever 
being on the premises?  
A) using a telescope to peer at paper reports  
B) dumpster diving  
C) by use of a Trojan horse  
D) electronic eavesdropping on computer monitors  
E) None of the above.  
 
 
28) What is the primary purpose of computer audit software?  
A) assist the auditor in retrieving and reviewing information 
B) eliminate auditor judgment errors 
C) recheck all mathematical calculations, cross-foot, reprocess financial statements and compare to 
originals 
D) detect unauthorized modifications to system program code  
E) None of the above.  
 
 
29) The value of information can best be defined as  
A) how useful it is to decision makers.  
B) the benefits produced by possessing and using the information minus the cost of producing it.  
C) how relevant it is.  
D) the extent to which it maximizes the value chain.  
E) None of the above.  
 
 
30) Which factor is not investigated during the post-implementation review?  
A) completion  
B) accuracy  
C) costs  
D) benefits  
E) None of the above.  
 
 
31) An audit trail  
A) begins with the general journal. 
B) is automatically created in every computer-based information system. 
C) provides the means to check the accuracy and validity of ledger postings. 
D) is a summary of recorded transactions. 
E) None of the above.  
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32) Robinson Crusoe has formed a business that sells carved gourmet coconuts. He has hired five 
employees. The most senior is Friday, who manages the carving process. Monday is the newest 
employee. She collects the coconuts. Tuesday, as you might expect, takes calls from curstomers, 
oops, I mean customers, who are unhappy with their coconuts. Wednesday tosses finished coconuts 
into the sea, whereupon they drift to the wholesaler. Thursday sends smoke signals to the wholesaler 
extolling the virtues of the latest production run of nuts that are drifting across the bay. 
Which of the following functions in the value chain is Tuesday performing? 
A) Inbound logistics 
B) Operations 
C) Outbound logistics 
D) Service 
E) Marketing and sales 
F) None of the above.  
 
 
33) All of the following could lead to computer fraud except  
A) allowing computer operators full access to the computer room. 
B) releasing data to unauthorized users. 
C) storing backup tapes in a location where they can be quickly accessed. 
D) allowing computer users to test software upgrades. 
E) None of the above.  
 
 
34) In transaction processing, generally which activity comes first?  
A) recording data in a general ledger  
B) capturing data on source documents 
C) recording data in a journal  
D) posting items to special journals  
E) None of the above.  
 
 
35) Flowcharts, record layouts, decision tables, and related items are part of  
A) determining user needs.  
B) training program users.  
C) testing the program.  
D) documenting the program.  
E) None of the above.  
 
 
36) What is an important risk to be considered when allowing end users to develop a system?  
A) IS personnel may not have enough work to do. 
B) Systems are implemented that have not been adequately tested. 
C) Systems are usually easy to use and modify. 
D) Users control development process and decide what systems are created and implemented. 
E) None of the above.  
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37) Which of the following documents would be likely to yield the greatest cost saving by converting 
from paper to electronic? 
A) Payroll register 
B) Earnings statement 
C) Deduction register 
D) Time card 
E) None of the above.  
 
 
38) Wally Hewitt maintains an online brokerage account. In early March, Wally received an email from 
the firm that explained that there had been a computer error and that provided a phone number so 
that Wally could verify his customer information. When he called, a recording asked that he enter the 
code from the email, his account number, and his social security number. After he did so, he was told 
that he would be connected with a customer service representative, but the connection was 
terminated. He contacted the brokerage company and was informed that they had not sent the email. 
Wally was a victim of 
A) splogging. 
B) vishing. 
C) typosquatting. 
D) Bluesnarfing. 
E) None of the above.  
 
 
39) A type of software that auditors can use to analyze program logic and detect unexecuted program 
code is  
A) a mapping program. 
B) a scanning routine. 
C) an audit log. 
D) program tracing. 
E) None of the above.  
 
 
40) For a retail business, a delivery of inventory, from a vendor (with whom there is an established 
credit relationship) would be initially recorded in which type of accounting record as part of which 
transaction cycle? 
A) purchases journal; expenditure cycle 
B) general journal; expenditure cycle 
C) cash disbursements journal; production cycle 
D) general ledger; expenditure cycle 
E) None of the above.  
 
 
41) Information about financing and investing activities for use in making general ledger entries is 
typically provided by the 
A) treasurer. 
B) controller. 
C) budget department. 
D) chief executive officer. 
E) None of the above.  
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42) Which of the following is a control that addresses the threat of unauthorized changes to the 
payroll master file? 
A) Batch totals 
B) Field checks 
C) Sound hiring procedures 
D) Segregation of duties 
E) None of the above.  
 
 
43) Which of the following tradeoffs between characteristics of useful information is least 
objectionable? 
A) Verifiable information received in unreadable format 
B) Incomplete information received on a timely basis 
C) Unreliable information easily accessible 
D) Irrelevant information received in an understandable format 
E) None of the above.  
 
 
44) The evidence collection method that examines all supporting documents to determine the validity 
of a transaction is called  
A) analytical review.  
B) review of documentation.  
C) physical examination.  
D) vouching.  
E) None of the above.  
 
 
45) An auditor sets an embedded audit module to flag all credit transactions in excess of $1,500. The 
flag causes the system state to be recorded before and after each transaction is processed. The 
auditor is using 
A) an integrated test facility. 
B) a system control audit review file. 
C) the snapshot technique. 
D) audit hooks. 
E) None of the above.  
 
 
46) On Monday morning, Janet Pillsner, Chief Information Officer at International Securities 
Corporation (ISC), got some bad news. A tape used to store system data backups was lost while it 
was being transported to an offsite storage location. She called a meeting of her technical staff to 
discuss the implications of the loss. Which of the following is most likely to relieve her concerns over 
the potential cost of the loss? 
A) ISC has a comprehensive disaster recovery plan. 
B) The tape was encrypted and password protected. 
C) The shipper has insurance that will reimburse ISC for the cost of the tape. 
D) ISC has a copy of the tape onsite, so a new copy for storage offsite can easily be prepared. 
E) None of the above.  
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47) What is the first step a company should take when evaluating requests for proposals? 
A) Eliminate proposals that are missing important information or fail to meet minimum requirements.  
B) Carefully compare proposals against the proposed AIS requirements.  
C) Invite vendors to demonstrate their systems.  
D) Determine how much of a given proposal meets the desired AIS requirements.  
E) None of the above.  
 
 
48) Callow Youth Clothing is a boutique retailer located in Estes Park, Colorado. It is a sole 
proprietorship that stocks an inventory of between 80 and 160 different products. Inventory is updated 
in real time by the AIS. When designing a chart of accounts for this business, what is the minimum 
number of digits necessary to represent the general ledger account code, including subsidiary 
ledgers? 
A) 7 
B) 6 
C) 9 
D) 4 
E) None of the above.  
 
 
49) An AIS provides value by  
A) improving products or services through information that increases quality and reduces costs.  
B) providing timely and reliable information to decision makers.  
C) creating new products.  
D) both A and B  
E) None of the above.  
 
 
50) What is the primary objective of the revenue cycle?  
A) to sell as much product as possible and/or to maximize service billings  
B) to maximize revenue and minimize expense  
C) to reduce outstanding accounts receivable balances through increased cash sales  
D) to provide the right product in the right place at the right time at the right price  
E) None of the above.  
 
 
51) Information that reduces uncertainty, improves decision makers' ability to make predictions, or 
confirms or corrects their prior expectations, is said to be  
A) reliable. 
B) timely. 
C) relevant. 
D) complete. 
E) None of the above.  
 
 
  








Page 12 of 23 
 


52) Depreciation expense and bad debt expense are examples of which type of adjusting journal 
entry?  
A) revaluations  
B) deferrals  
C) estimates  
D) accruals  
E) None of the above.  
 
 
53) Communications technology and the Internet can be used to reduce the time and costs involved 
in disseminating financial statement information. Users of such financial information still struggle in 
that many recipients have different information delivery requirements and may have to manually 
reenter the information into their own decision analysis tools. The ideal solution to solve these 
problems and efficiently transmit financial information via the Internet is to use  
A) HTML code.  
B) pdf file.  
C) XBRL.  
D) XML.  
E) None of the above.  
 
 
54) The simplest and most common way to commit a computer fraud is to  
A) modify the processing.  
B) alter computer output.  
C) alter computer input.  
D) corrupt the database.  
E) None of the above.  
 
 
55) To accomplish the objectives set forth in the expenditure cycle, a number of key management 
decisions must be addressed. Which of the decisions below is not ordinarily found as part of the 
expenditure cycle?  
A) How can cash payments to vendors be managed to maximize cash flow?  
B) What is the optimal level of inventory and supplies to carry on hand?  
C) What are the optimal prices for each product or service?  
D) Where should inventories and supplies be held?  
E) None of the above.  
 
 
56) The AIS must include controls to ensure  
A) safety and availability of data.  
B) marketing initiatives match corporate goals.  
C) information produced from data is accurate.  
D) both A and C  
E) None of the above.  
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57) The process that a business uses to safeguard assets, provide accurate and reliable information, 
and promote and improve operational efficiency is known as  
A) a phenomenon.  
B) an AIS threat.  
C) a preventive control.  
D) internal control.  
E) None of the above.  
 
 
58) Organizing the audit team and the physical examination of assets are components of which two 
separate audit stages?  
A) planning; evaluating audit evidence  
B) collecting audit evidence; communicating audit results  
C) planning; collecting audit evidence  
D) communicating audit results; evaluating audit evidence  
E) None of the above.  
 
 
59) In a ________ scheme, customer receipts are stolen and then subsequent payments by other 
customers are misapplied to cover the theft of the original receipts.  
A) laundering  
B) lapping  
C) bogus expense  
D) kiting  
E) None of the above.  
 
 
60) The project team wants to find the most efficient way to collect data in order to prepare a report 
on sales per store. Which element in design specifications will deal with the decision?  
A) processing procedures  
B) data collection  
C) input  
D) output  
E) None of the above.  
 
 
61) Tri-Anything, Limited, is a British company operating in New York state. It offers stylized, boutique 
public relations services to upscale retailers in quaint New England towns. A major source of revenue 
is a weekly newsletter that reports on current and projected tourist travel and spending patterns. 
Preparation of the newsletter requires study and analysis of weather conditions, economic activity, 
and travel costs. It is available at an annual subscription rate of $299.99. There are currently 190 
subscribers. Preparation and distribution of the newsletter costs $12,000 annually. The value of 
information to subscribers is: 
A) $44,998.10 
B) At least $300.00 
C) Less than $63.16 
D) $236.83 
E) None of the above.  
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62) Jiao Jan had been the Web master for Folding Squid Technologies for only three months when 
he received an anonymous email that threatened to inundate the company Web site with access 
attempts unless a payment was wired to an account in Eastern Europe. Jiao was concerned that FST 
would suffer significant losses if the threat was genuine. The author of the email was engaged in 
A) Internet terrorism. 
B) hacking. 
C) a denial-of-service attack. 
D) cyber-extortion. 
E) None of the above.  
 
 
63) The management at Sad Clown Pajamas, an Internet-based wholesaler, is considering a new 
inventory control system. The current system is inadequate because it results in stockouts that 
interrupt production and excess stocks of some materials that result in markdowns and high carrying 
costs. The new system, which will focus on reducing or completely eliminating carrying costs, will 
employ 
A) the economic order quantity. 
B) materials requirements planning. 
C) a just-in-time inventory system. 
D) a reorder point. 
E) None of the above.  
 
 
64) Which of the following is not an example of the fraud triangle characteristic concerned with easing 
a fraudster's conscience? 
A) Revenge against the company 
B) Sense of entitlement as compensation for receiving a lower than average raise 
C) Belief that the company won't suffer because an insurance company will reimburse losses 
D) Intent to repay "borrowed" funds in the future 
E) None of the above.  
 
 
65) A(n) ________ helps employees act ethically by setting limits beyond which an employee must 
not pass. 
A) diagnostic control system 
B) internal control system 
C) interactive control system 
D) boundary system 
E) None of the above.  
 
 
66) Separating the shipping and billing functions is designed to reduce the threat of  
A) failure to bill customers.  
B) billing customers before merchandise has been shipped. 
C) billing customers for wrong quantities.  
D) shipping the wrong merchandise.  
E) None of the above.  
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67) Which of the following is a method for comparing alternative vendor proposals for development of 
an accounting information system when the vendors differ with regard to their ability to meet the 
project criteria? 
A) Point scoring 
B) Requirements costing 
C) Resource clearing 
D) Multi-objective optimization. 
E) None of the above.  
 
 
68) Which of the following would be the least effective control to prevent paying the same vendor 
invoice twice? 
A) Cancel each document in the voucher package once the check is prepared and mailed. 
B) Only pay from original invoices. 
C) Allow only the accounts payable department to authorize payment for vendor invoices and allow 
only the cash disbursements department to cut and mail checks to vendors. 
D) Only pay vendor invoices that have been matched and reconciled to a purchase order and a 
receiving report. 
E) None of the above.  
 
 
69) Which of the following is the most important and frequently analyzed aspect of a feasibility study? 
A) Economic feasibility 
B) Technical feasibility 
C) Operational feasibility 
D) Legal feasibility 
E) None of the above.  
 
 
70) What is the key difference between the MRP and JIT inventory management approaches?  
A) Only JIT reduces costs and improves efficiency.  
B) MRP schedules production to meet estimated sales needs; JIT schedules production to meet 
customer demands.  
C) MRP is especially useful for products such as fashion apparel.  
D) JIT is more effectively used with products that have predictable patterns of demand.  
E) None of the above.  
 
 
71) Which of the following is an opportunity that could contribute to employee fraud?  
A) an employee suddenly acquires lots of credit cards  
B) close association with suppliers or customers  
C) an employee's spouse loses their job 
D) an employee is upset that he was passed over for a promotion 
E) None of the above.  
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72) According to the COSO Enterprise Risk Management Framework, the risk assessment process 
incorporates all of the following components except 
A) evaluating the impact of potential events on achievement of objectives. 
B) establishing objectives for the enterprise. 
C) reporting potential risks to auditors. 
D) identifying events that could impact the enterprise. 
E) None of the above.  
 
 
73) The Sarbanes-Oxley Act (SOX) applies to 
A) all private and publicly held companies incorporated in the United States. 
B) all companies with gross annual revenues exceeding $500 million. 
C) all publicly held companies. 
D) publicly held companies with gross annual revenues exceeding $500 million. 
E) None of the above.  
 
 
74) Direct deposit of employee paychecks is one way an organization can improve efficiency and 
reduce payroll-processing costs. Which statement regarding direct deposit is false?  
A) The cashier does not authorize the transfer of funds from the organization's checking account to a 
payroll checking account.  
B) The cashier does not have to sign employee paychecks.  
C) Employees who are part of a direct deposit program receive an earnings statement on payday 
rather than a paper check.  
D) Employees who are part of a direct deposit program receive a copy of their paycheck indicating 
the amount deposited.  
E) None of the above.  
 
 
75) What is the best control to mitigate the threat of paying prices that are too high for goods 
ordered?  
A) use bar-code technology to eliminate data entry errors 
B) use only approved suppliers and solicit competitive bids  
C) require the receiving department to verify the existence of a valid purchase order  
D) only pay invoices that are supported by the original voucher package  
E) None of the above.  
 
 
76) River Rafting Adventures of Iowa provides rafts and tour guides to tourists eager to ride the wild 
rivers of Iowa. Management has determined that there is one chance in a thousand of a client being 
injured or killed. Settlement of resulting lawsuits has an average cost of $650,000. Insurance with a 
$50,000 deductible is available. It covers the costs of lawsuits, unless there is evidence of criminal 
negligence. What is the expected loss with insurance? 
A) $50,000 
B) $650 
C) $50 
D) $650,000 
E) None of the above.  
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77) At a movie theater box office, all tickets are sequentially prenumbered. At the end of each day, 
the beginning ticket number is subtracted from the ending number to calculate the number of tickets 
sold. Then, ticket stubs collected at the theater entrance are counted and compared with the number 
of tickets sold. Which of the following situations does this control detect? 
A) The ticket taker admits his friends without tickets. 
B) A group of kids snuck into the theater through a back door when customers left after a show. 
C) The box office cashier accidentally gives too much change to a customer. 
D) Some customers presented tickets purchased on a previous day when there wasn't a ticket taker 
at the theater entrance (so the tickets didn't get torn.) 
E) None of the above.  
 
 
78) A general journal  
A) records all detailed data for any general ledger account that has individual sub-accounts. 
B) contains summary-level data for every account of the organization. 
C) simplifies the process of recording large numbers of repetitive transactions. 
D) would be used to record monthly depreciation entries. 
E) None of the above.  
 
 
79) Business Process Management views business processes as 
A) strategic organizational assets. 
B) a series of small tasks to be closely managed. 
C) related activities that, once perfected, should be managed on an exception basis. 
D) subsets of organizational strategy that should not be owned by any specific person or department.  
E) None of the above.  
 
 
80) Which of the following is not a transaction cycle?  
A) general ledger and reporting  
B) revenue  
C) expenditure  
D) human resources  
E) None of the above.  
 
 
81) The American Institute of Certified Public Accountants (AICPA) has recognized the importance of 
AIS and the major impact information technology has on the area of accounting. To recognize 
individual CPAs who have met educational and experiential requirements in this area, the group 
formally created the designation known as  
A) the Certified Internal Auditor.  
B) the Certified Data Processing Professional.  
C) the Certified Management Accountant.  
D) the Certified Information Technology Professional.  
E) None of the above.  
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82) The accounts receivable department must know when customers pay their invoices, yet 
segregation of duties controls dictate that the collection and recording functions be kept separate 
from each other. What is a solution to this potential internal control problem?  
A) Have customers send a remittance advice with their payment.  
B) Establish a lockbox arrangement with a bank. 
C) Have mailroom personnel prepare a remittance list which can be forwarded to accounts 
receivable.  
D) all of the above  
E) None of the above.  
 
 
83) In the 1960s, techniques were developed that allowed individuals to fool the phone system into 
providing free access to long distance phone calls. The people who use these methods are referred 
to as 
A) hijackers. 
B) phreakers. 
C) hackers. 
D) superzappers. 
E) None of the above.  
 
 
84) Duplicate checking of calculations is an example of a ________ control, and procedures to 
resubmit rejected transactions is an example of a ________ control.  
A) preventive; corrective  
B) corrective; detective  
C) detective; corrective  
D) detective; preventive  
E) None of the above.  
 
 
85) Payroll deductions fall into the broad categories of ________ and ________.  
A) unemployment taxes; income taxes  
B) voluntary deductions; income taxes  
C) payroll tax withholdings; voluntary deductions  
D) unemployment; social security taxes  
E) None of the above.  
 
 
86) Which of the following is not an example of social engineering? 
A) Obtaining and using another person's Social Security Number, credit card, or other confidential 
information 
B) Using email to lure victims into revealing passwords or user IDs 
C) Setting up a computer in a way that allows the user to use a neighbors unsecured wireless 
network 
D) Creating phony Web sites with names and URL addresses very similar to legitimate Web sites in 
order to obtain confidential information or to distribute malware or viruses 
E) None of the above.  
 
 








Page 19 of 23 
 


87) I work in the information technology department of a company I'll call CMV. On Wednesday 
morning, I arrived at work, scanned in my identity card and punched in my code. This guy in a 
delivery uniform came up behind me carrying a bunch of boxes. I opened the door for him, he nodded 
and went on in. I didn't think anything of it until later. Then I wondered if he might have been 
A) spoofing. 
B) posing. 
C) piggybacking. 
D) pretexting. 
E) None of the above.  
 
 
88) Three months after a new telephone system with voice mail was installed at Modest Expectations 
College in Pennsylvania, several senior faculty members were contacted by a telecommunications 
secretary and were told that their voice mail boxes were full. This is an example of dealing with 
change by  
A) avoidance. 
B) aggression. 
C) deterrence. 
D) projection. 
E) None of the above.  
 
 
89) Which of the following is the first step in the risk-based audit approach?  
A) Identify the control procedures that should be in place. 
B) Determine the threats facing the AIS. 
C) Evaluate the control procedures. 
D) Evaluate weaknesses to determine their effect on the audit procedures. 
E) None of the above.  
 
 
90) Which of the following is a true statement? 
A) Information technology directly influences organizational culture, but not business strategy. 
B) AIS directly influences information technology, but not business strategy. 
C) Business strategy directly influences AIS, but not information technology. 
D) Organizational culture directly influences business strategy, but not AIS. 
E) None of the above.  
 
 
91) Which statement below regarding the AIS is false?  
A) Both traditional financial measures and operational data are required for proper and complete 
evaluation of performance.  
B) The AIS was often just one of the information systems used by an organization to collect and 
process financial and nonfinancial data.  
C) The AIS must be able to provide managers with detailed and operational information about the 
organization's performance.  
D) Traditionally, most AIS have been designed so that both financial and operational data are stored 
in a manner that facilitates their integration in reports.  
E) None of the above.  
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92) Departments that mostly provide services to other units and charge those units for services 
rendered should be evaluated as ________ centers.  
A) cost  
B) investment  
C) revenue  
D) profit  
E) None of the above.  
 
 
93) Why is a separate payroll account used to clear payroll checks?  
A) to make bank reconciliation easier  
B) banks don't like to commingle payroll and expense checks  
C) for internal control purposes to help limit any exposure to loss by the company  
D) All of the above are correct.  
E) None of the above.  
 
 
94) Hector Sanchez works in the accounting department of a multinational manufacturing company. 
His job includes updating accounts receivable based on sales orders and remittance advices. His 
responsibilities are part of the company's 
A) production cycle. 
B) financing cycle. 
C) revenue cycle. 
D) expenditure cycle. 
E) None of the above.  
 
 
95) Which of the following statements about data processing methods is true? 
A) Online real-time processing is only possible with source data automation. 
B) Batch processing cannot be used to update a master file. 
C) Control totals are used to verify accurate processing in both batch and online batch processing. 
D) Online real-time processing does not store data in a temporary file. 
E) None of the above.  
 
 
96) Data processing includes all of the following except 
A) verifying subsidiary ledger balances. 
B) adding the name of a new vendor. 
C) changing customer addresses. 
D) removing inventory items no longer offered. 
E) None of the above.  
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97) Which of the following is not one of the components of an AIS?  
A) People 
B) Internal controls and security measures 
C) Hardware 
D) Procedures and instructions 
E) None of the above.  
 
 
98) Telefarm Industries is a telemarketing firm that operates in the Midwest. The turnover rate among 
employees is quite high. Recently, the information technology manager discovered that an unknown 
employee had used a Bluetooth-enabled mobile phone to access the firm's database and copy a list 
of customers from the past three years that included credit card information. Telefarm was a victim of 
A) vishing. 
B) Bluesnarfing. 
C) typosquatting. 
D) splogging. 
E) None of the above.  
 
 
99) One tool used to document the review of source data controls is  
A) a mapping program.  
B) a program algorithm matrix.  
C) an input control matrix.  
D) a flowchart generator program.  
E) None of the above.  
 
 
100) An auditor sets an embedded audit module to record all credit transactions in excess of $1,500 
and store the data in an audit log. The auditor is using  
A) continuous and intermittent simulation. 
B) audit hooks. 
C) a system control audit review file. 
D) the snapshot technique. 
E) None of the above.  
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Section II – ESSAY: Each question is worth 15 points each. Please record your response in a 


separate MS Word document and submit this with your Answer Key. Your response does not have to 


be in the form of paper; basically, provide a detailed response to each question. For each question 


(excluding Question #8), submit a response that is at least 6 complete sentences in length.  For 


Question #8, simply answer the question.  


Question #1: As you know, there are several ways to migrate from one system to another. First, 


describe each of the methods that can be used. Secondly, describe the advantages of each method. 


Next, describe the disadvantages to each method. Finally, identify and discuss the pros & cons of 


purchasing a commercial-off-the-shelf accounting system vs building one from scratch.   


 


 


Question #2: For each item, identify & describe at least three internal control procedures that would 


reduce the following risks in a manual system:   


1. The purchasing department not being notified when goods need to be purchased.   
2. Purchase orders being prepared based on unauthorized requisitions.   
3. Payments may be made for items not received.   
   


 


 


Question #3: In order to understand an existing system, you must collect data about the system. 


There are several methods (at least three) that can be used to help you to collect data about the 


system so that you will have an understanding of it. Identify & describe each collection method and 


identify at least three strengths / weaknesses for each method.    


 


 


Question #4: We know how information technology can greatly enhance the processing of 


transactions and distribution of output from an AIS. For the Revenue, Expenditure, and Human 


Resources / Payroll  cycles, identify at least three specific ways (tools) that information technology 


can be used to improve each of these processes. Next, you will need to identify & describe three 


internal control methods that is needed for each item   


 


 


Question #5: You have been hired by SEC to present information on the effectiveness of SOX 


(Sarbanes-Oxley Act of 2002). Using what we learned about usefulness of information, identify and 


describe SOX , using the characteristics of useful information. Be sure that you provide a definite of 


each of the characteristics of ‘useful information’ when presenting your information.   
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Question #6: There are several ways to collect and manage your customers’ debt (Billing & A/R). 


First, describe each of the methods that can be used (note: the techniques to collect & manager the 


debt are NOT the same). Secondly, describe the advantages of each method. Next, describe the 


disadvantages to each method.    


  


 


Question #7: You have been hired by the AICPA to develop guidelines that should be when creating 


general-ledger accounts in accounting systems. First, describe at least four guidelines that should be 


in place for designing coding systems to support the creation & maintenance of these accounts. 


Secondly, describe the problems that can occur when firms do not follow these guidelines.    


  


 


 


Question #8: Classify each of the following controls as preventive, detective, or corrective.  


1. Periodic bank reconciliation  
2. Separation of cash and accounting records  
3. Maintaining backup copies of master and transaction files  
4. Pre-numbering of sales invoices  
5. Chart of accounts  
6. Retina scan before entering a sensitive R & D facility  
7. Resubmission of error transactions for subsequent processing   
8. Internal auditor rechecking the debits and credits on the payment voucher  
9. Depositing all cash receipts intact  
10. Hiring qualified accounting personnel 
 


Question #9: You have been hired to conduct a complete review of UMUC to ensure that proper 


internal controls are in place in its accounting operations. Identify at least three ways to that one 


would use in assigning authority and responsibility within an organization. Next, identify the at least 


three challenges in maintaining proper internal controls.   


 


 


Question #10:  Identify at least three factors that should be considered regarding outsourcing payroll 


to a payroll service bureau. Next, identify and discuss at least three advantages and three 


disadvantages associated with outsourcing payroll.  
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