Practice Multiple Choice Questions
1) Procedures to safeguard assets include 

A) effective supervision. 

B) restrictions on physical access. 

C) restrictions on access to information. 

D) all of the above 

2) Duplicate checking of calculations is an example of a __________ control, and adherence to appropriate procedures to resubmit rejected transactions is an example of a __________ control. 

A) corrective; detective 

B) detective; corrective 

C) preventive; corrective 

D) detective; preventive 

3) An accounting information system (AIS) in part consists of 

A) people and programs. 

B) procedures and computers. 

C) people, procedures, data, software and information technology infrastructure. 

D) internal controls and accounting records. 

4) The formula "risk x exposure" is used for estimating 

A) expected loss. 

B) expected cost. 

C) expected benefit. 

D) contingent loss. 

5) Which of the following controls is not a logical access control? 

A) requiring a proper employee photo ID   

B) requiring a network user ID for electronic computer access 

C) requiring all computer users to have an authorized password which must be changed every 30 days 

D) requiring the use of a personal identification number (PIN) before electronic computer access is granted the system 

6) __________ identification uses passwords that are based on a retinal print of the user. 

A) Physical possession 

B) Logical 

C) Biometric 

D) Corporal 

7) There are four distinct types of threats to an AIS: 1) software errors and equipment malfunctions; 2) unintentional acts; 3) intentional acts; and 4) __________. 

A) computer fraud 

B) data transmission errors 

C) human carelessness 

D) natural and political disasters 

8) To ensure that the information produced by a system is reliable, an AIS should have 

A) adequate documentation. 

B) effective segregation of duties. 

C) operational budgets. 

D) both A and B 

9) A formal expression of goals and objectives in financial terms is called a(n) 

A) mission statement. 

B) strategic plan. 

C) budget. 

D) operational plan. 

10) A well-designed AIS can improve the decision-making function within the organization. Which statement below would describe a limitation, rather than a benefit, of an efficient AIS? 

A) An AIS reduces uncertainty, and therefore accounting information can provide a basis for choosing among alternative courses of action. 

B) An AIS identifies situations requiring management action. 

C) An AIS provides to its users an abundance of information without any filtering or condensing of such information. 

D) An AIS provides information about the results of previous decisions which provides decision makers with feedback that can be used in future decision making. 

11) A computer operator is allowed to work as a programmer on a new payroll software project.  Does this create a potential problem from an internal control perspective? 

A) No-however, if the computer operator also works as a programmer, the operator should be paid for all programming using a different pay schedule. 

B) Yes-this person has unrestricted access to both computer operations and programs, and the computer operator could, in theory, alter the company's payroll program to increase his salary while processing the payroll.   

C) Yes-this would create a potential problem unless the computer operator is properly supervised and monitored during working hours. 

D) No-this combination of duties is typically found in the majority of IS organizations. 

12) One of the objectives of the segregation of duties is to 

A) ensure that no collusion will occur. 

B) make sure that different people handle different transactions. 

C) achieve an optimal division of labor. 

D) make sure that different people handle different parts of the same transaction. 

13) Controls may be related to more than one reliability principle.  A multi-year technological roadmap that lays out the projects the company needs to complete to achieve its long-range goals is called 

A) a system reliability plan. 

B) a strategic plan. 

C) a master budget. 

D) administrative documentation. 

14) Enterprise Resource Planning (ERP) systems integrate traditional AIS functions together with other information systems to provide a single, comprehensive information system for a company.  A properly designed and implemented ERP eliminates the traditional problem of 

A) redundancy across separate systems. 

B) debits and credits in an AIS. 

C) a single dedicated storage and retrieval system. 

D) flowing transaction information automatically to all affected parts of a company. 

15) The audit committee of the board of directors is composed of 

A) officers of the company. 

B) inside directors of the company. 

C) outside directors of the company. 

D) all of the above 

16) A firewall is best classified as a(n) 

A) project development control. 

B) digital fingerprint control. 

C) Internet control. 

D) hot site facility for backups. 

17) The graphic description of the flow of data within an organization is called a 

A) systems flowchart. 

B) data flow diagram. 

C) context diagram. 

D) document flowchart. 

18) The intent of separation of duties controls can be defeated by a single individual if that person is able to control __________ of the authorization, record keeping, and custody functions. 

A) one 

B) two 

C) three 

D) most 

19) What type of documentation describes what is necessary to run a program? 

A) administrative documentation 

B) systems documentation 

C) operating documentation  

D) control design documentation 

20) A typical source document could be 

A) in some paper form. 

B) a computer monitor screen display. 

C) a notepad entry. 

D) both A and B 

21) Performance reports are primarily used for 

A) financial control. 

B) cash planning. 

C) forecasting. 

D) financial planning. 

22) To be effective, the chart of accounts must 

A) be as concise as possible. 

B) contain only five account categories. 

C) limit account codes to 10 digits or less. 

D) contain sufficient detail to meet the information needs of the specific organization's AIS. 

23) An access-based strategic position involves 

A) trying to serve most or all of the needs of a particular group of customers. 

B) serving a subset of customers who differ from other customers. 

C) providing a subset of the industry's products or services. 

D) serving all needs of all customers. 

24) The potential dollar loss that could result if an unwanted event occurs is called a(n) 

A) threat. 

B) exposure. 

C) risk. 

D) extraordinary loss. 

25) A disaster recovery plan may be considered incomplete until 

A) it is approved by the board of directors of the organization. 

B) it includes insurance coverage for extraordinary losses. 

C) the plan is tested by simulating a disaster. 

D) it passes a quality assurance inspection from the audit committee of the board of directors. 

26) Any potential adverse occurrence or unwanted event that could be injurious to either the AIS or the organization is referred to as a(n) 

A) threat. 

B) exposure. 

C) risk. 

D) phenomenon. 

27) Accountants must try to protect the AIS from threats. Which of the following would be a measure that should be taken? 

A) take a proactive approach to eliminate threats 

B) detect threats that do occur 

C) correct and recover from threats that do occur 

D) All of the above are proper measures for the accountant to take. 

28) In which phase of the systems development life cycle are the new hardware and software for a system tested? 

A) conceptual design 

B) physical design 

C) implementation and conversion  

D) operations and maintenance 

29) Which situation below makes it easy for someone to commit a fraud? 

A) the organization placing excessive trust in key employees 

B) inadequate staffing within the organization 

C) company policies within the organization are unclear 

D) All of the above situations make it easy for someone to commit a fraud. 

30) Which of the following motivators would be a good indication of financial pressure that would contribute to employee fraud? 

A) a big change for the better in an employee's lifestyle 

B) an employee suddenly acquires lots of credit cards 

C) inadequate internal controls 

D) too close association with suppliers or customers 

31) There are different types of internal audit work.  Which type of work listed below is not typical of internal auditors? 

A) operational and management audits 

B) information system audits 

C) financial statement audit 

D) financial audit of accounting records 

32) What is the correct sequence of the phases in the systems development life cycle? 

A) conceptual design, system analysis, physical design, implementation and conversion 

B) conceptual design, physical design, system analysis, implementation and conversion, and operations and maintenance 

C) system analysis, physical design, conceptual design, and operations and maintenance 

D) system analysis, conceptual design, physical design, implementation and conversion, and operations and maintenance 

33) A technique used to prevent someone who is computer hacking or electronic line tapping from misusing any data that has been intercepted is to use 

A) more secure lines. 

B) fiber optic cables. 

C) data encryption. 

D) routing verification. 

34) Which group listed below has responsibility for ensuring that the new AIS will meet the needs of users? 

A) the information system steering committee 

B) the system analysts and programmers 

C) the project development team 

D) accountants 

35) One step in the systems development life cycle (SDLC) is to identify and evaluate design alternatives and to develop design specifications.  This step is called 

A) systems analysis. 

B) conceptual design. 

C) physical design. 

D) implementation and conversion. 

36) What is the role of the information systems steering committee? 

A) It is a team of systems specialists, managers, accountants, and auditors that guides project development. 

B) Since AIS development spans functional and divisional boundaries, an executive-level group is established to plan and oversee the IS function.  

C) The group takes an active role in designing system controls and periodically monitoring and testing the system to verify the controls are implemented and functioning properly. 

D) None of the descriptions above are appropriate. 

37) A network of arrows and nodes representing project activities that require an expenditure of time and resources and the completion of initiation of activities, respectively, is called 

A) a Gantt chart. 

B) a PERT diagram. 

C) a SDLC cycle. 

D) CASE. 

38) What is the basic model used to create a framework for economic feasibility analysis? 

A) the cost/benefit model 

B) the cash budgeting model 

C) the capital budgeting model 

D) All of the above models are used to create a framework. 

39) A company wishes to introduce and test a new AIS at a branch location before company-wide adoption.  This approach is called
A) direct conversion. 

B) pilot conversion. 

C) parallel conversion. 

D) phase-in conversion. 

40) To minimize adverse behavioral reactions, the organization must first understand why resistance to change occurs. One behavioral problem occurs when there is insufficient explanation of why a change must take place. This type of problem falls into the general category of 

A) top management support of change. 

B) natural resistance to change. 

C) the manner in which the change is introduced. 

D) communication. 

41) 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) before the initial investigation 

D) after the initial investigation of the project is approved 

42) One strategy used by systems analysts is prototyping.  What is this? 

A) when it is difficult to identify a usable set of requirements, a developer can quickly  "rough" out a system for users to critique 

B) simply asking users what they need 

C) making an internal and external review of the system to be analyzed 

D) making an internal and external review of the system to be analyzed, noting that users may not use the existing AIS as intended 

43) In which approach to systems acquisition is "inexpensive updates" considered an advantage? 

A) canned software 

B) custom software 

C) modified software 

D) turnkey software and systems 

44) The costly and labor-intensive approach to systems acquisition is 

A) canned software. 

B) custom software. 

C) modified software. 

D) turnkey software. 

45) A company must carefully evaluate each alternative of developing in-house software, buying canned software, or using an outside third party when planning an AIS.  Which statement below is true regarding such a decision? 

A) Generally the best overall decision is to buy a canned software and hardware system. 

B) The most efficient and effective systems are the ones developed in house. 

C) Using an outside third party to develop a system always gives the organization a significant competitive advantage. 

D) There is no single right answer to the build-or-buy decision.  

46) The practice of hiring an outside company to handle all or part of the organization's data processing activities is called 

A) reengineering. 

B) turnkey system. 

C) outsourcing. 

D) prototyping. 

47) Developing a general framework for implementing user requirements and solving problems identified in the analysis phase occurs in which phase of the SDLC? 

A) conceptual systems design 

B) implementation and conversion 

C) operations and maintenance 

D) physical design 

48) The objective of __________ is to determine the nature, format, content, and timing of printed reports, documents, and screen displays. 

A) output design 

B) input design 

C) report design 

D) None of the above are correct. 

49) Effective AIS training involves 

A) instruction on new hardware and software. 

B) orientation to new policies and operations. 

C) planning and scheduling so it occurs before system testing and conversion. 

D) All of the above are correct. 

50) What is most difficult item to quantify when assessing economic feasibility? 

A) costs 

B) benefits 

C) the payback period 

D) Costs, benefits, and the payback period are all of equal difficulty. 
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