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E R #498
During a review of a web-based application used by customers to check the status of their bank accounts, it would be most
important for the internal auditor to ensure that:

A. Account balance mformation is encrypted in the database.

B. Access to read application logs is restricted to authorized users.

C. Sensitive data, such as account numbers, are submitted using encrypted communications.
D. The web server used to host the application is located in a physically secure area.

IEf: C
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H A #499

An entity had cash receipts fromsales of US $175,000 during year 2, of which US

$30,000 was unearmed at the end of Year 2. At the end of Year 1, the company had US $40,000 of deferred revenue, all of which
was earned in Year 2. The company's sales revenue for Year 2 would be:

A. US $185,000
B. US $165,000
C. US $175,000
D. US $145,000

EfE: A
RN -

The sales revenue earned in Year 2 equals Year 2 cash receipts, minus any receipts in Year 2 for which the revenue was deferred,
plus the revenue earned from cash receipts in Year 1. or US $185,000$175,000 - $30,000 $40,000).

M #500
Philip enterprises, distributor of compact disks(CDS),is developing its budgeted cost of goods sold for 1998.Philip has developed
the following range of sales estimates and associated probabilities for the year:

Philip's cost of goods sold averages 80% of sales. t hat is the expected value of Philip's 1998 budgeted cost of goods sold?

A. US $84,000
B. US $85,000
C. US $68,000
D. US $67,200

Ef#: D

fERL:

The expected value is calculated by weighting each sales estimate by the probability of its occurrence. Consequently, the expected
value of'sales is US $84,000 [$60,000 .25) + $85,000 .40) + $100,000 .35)]. Cost of goods sold is therefore US $67,200 800/0
$84,000).

E R #501
Which of the following is a result of Implementing on e-commerce system, which relies heavily on electronic data interchange and
electronic funds transfer, for purchasing and biting?

A. Higher accounts payable

B. Higher cash flow and treasury balances.
C. Higher accounts receivable.

D. Higher nventory balances

IEf#: A

AR :

* Understanding E-Commerce Systens and Their Financial Impact

* E-commerce systens, including electronic data interchange (EDI) and electronic funds transfer (EFT), streamline procurement and
payment processes.

* The main financial effect of implementing such a system s the acceleration of accounts payable transactions.

* This is because automated purchasing systems allow businesses to place orders faster and in larger volumes, leading to an increase
n outstanding liabilities (accounts payable) before payments are settled.

* Why Option D is Correct?

* Higher accounts payable occur because:

* EDI automates order placement, leading to more frequent and possibly larger purchases before payments are processed.

* EFT may improve payment processing speed, but it does not elimmnate outstanding payables immediately.

* Suppliers may extend credit terms, increasing the organization's short-term liabilities under accounts payable.

* JIA Standard 2110 - Governance requires internal auditors to evaluate how technology changes impact financial controls, including



accounts payable management.

* COBIT 5 Framework - AP Processes emphasizes that auditors should monitor financial system integration risks, including
liabilities like accounts payable.

* Why Other Options Are Incorrect?

* Option A (Higher cash flow and treasury balances):

* E-commerce improves transaction efficiency but does not necessarily increase cash flow. It may even reduce available cash due to
frequent automated purchases.

* Option B (Higher inventory balances):

* EDI can reduce inventory levels due to just-in-time (JIT) ordering, rather than increasing them

* Option C (Higher accounts receivable):

* Accounts receivable refers to money owed to the organization, but e-commerce impacts payables (money owed by the
organization) more directly.

* E-commerce accelerates order processing and supplier payments, increasing accounts payable balances before payment cycles
are completed.

* JIA Standard 2110 and COBIT 5 stress financial controls, including monitoring accounts payable risks.

Final Justification:lIA References:

* IPPF Standard 2110 - Governance

* COBIT 5 - Accounts Payable Controls & Risks

*1SO 20022 - Financial Messaging Standards (for EDI & EFT Transactions)

H #502
Based solely on the cost figures presented, the cost of developing the computer application will be:

A. More than acquiring the purchased software package by US $1,550.
B. Less than acquiring the purchased software package by US $500.

C. More than acquiring the purchased software package by US $3,550.
D. Less than acquiring the purchased software package by US $3,500.

iFfE: D

A :

Development cost equals the cost of the outside contractor plus the costs for hardware and supplies. Computer charges are transfer
prices and do not require additional expenditures, given idle capacity. The relevant cost of supplies is US $300 $500 -$200 cost if
the software are is purchased). The contractor's use of an otherwise idle office is not relevant. Thus, the relevant cost of
development is US $25,500 [[1 .000 hours x $22 hourly cost of the contractor) * $3,200 hardware purchases * $300 incremental
cost of supplies]. This amount is US $3,500 less than the US $29,000 cost of purchase. A systers analyst's work on the new
software is not relevant. It is part of the regular workload.
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