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Exam is computer-based and can be taken at any authorized testing center around the world. The passing score for the exam is 600
out of a possible 800 points.

IIA Business Knowledge for Internal Auditing Sample Questions (Q369-
Q374):
NEW QUESTION # 369 
When an entity increases its degree of financial leverage DFL), the:

A. Equity beta of the entity falls.
B. Systematic risk of the entity rises.
C. Systematic risk of the entity falls.
D. Standard deviation of returns on the equity of the entity rises.

Answer: D

Explanation:
The DFL equals the percentage change in FPS earnings available to ordinary shareholders) divided by the percentage change in net
operating profit or loss. When the DFL rises, fixed interest charges and the riskiness of the entity rise. As a result, the variability of
returns will increase. In other words, the standard deviation of returns of the entity rises.

NEW QUESTION # 370 
A bank is developing a computer system to help evaluate loan applications. The information systems IS staff interview the bank's
mortgage underwriters to extract their knowledge and decision processes for input into the computer system. The completed system
should be able to process information the same as do the underwriters and make final recommendations regarding loan decisions.
This approach is called:

A. A neural network.
B. Fuzzy logic.
C. An intelligent agent.
D. An expert system.

Answer: D

Explanation:
An expert system is a knowledge-intensive computer program that captures the expertise of a human in limited domains of
knowledge.

NEW QUESTION # 371 
Which of the following is an important senior management responsibility with regard to information systems security?

A. Assigning access privileges.
B. Identifying ownership of data.
C. Assessing exposures.
D. Training employees in security matters.

Answer: C

Explanation:
Senior management is responsible for risk assessment, including identification of risks and consideration of their significance, the
likelihood of their occurrence, and how they should be managed. Senior management is also responsible for establishing
organizational policies regarding computer security and implementing a compliance structure. Thus, senior management should assess
the risks to the integrity, confidentiality, and availability of information systems data and resources.

NEW QUESTION # 372 
Which of the following methods is most closely associated to year over year trends?
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A. Horizontal analysis
B. Common-size analysis
C. Ratio analysis
D. Vertical analysis

Answer: A

NEW QUESTION # 373 
A decision not to participate in e-commerce should be carefully analyzed, documented, and approved by whom?

A. The governing board
B. The audit committee.
C. The chief audit executive.
D. The chief executive officer

Answer: A

Explanation:
The overall audit objective should be to ensure that all e-commerce processes have effective internal controls. Management of
commerce initiatives should be documented in a strategic plan that is well developed and approved. If there is a decision not to
participate in e-commerce, that decision should be carefully analyzed, documented, and approved by the governing board.

NEW QUESTION # 374
......
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