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HM #18
Which of the following is not a major component of an audit of e-commerce activities?

A. Evaluate the business continuity and disaster recovery plans.
B. Review the mnterface issues.

C. Make certain that goals and objectives can be achieved.

D. Assess the mternal control structure.

Ef#: C
fEERL:

Auditing e-commerce activities should provide reasonable assurance - not ensure or make certain -that goals and objectives can be
achieved. An auditor cannot be absolutely certain that goals and objectives will be achieved. The following are other major
components of an audit of e-commerce activities:

Assess the internal control structure, including the tone set by senior management, Determine whether the risks are acceptable.
Understand the information flow.
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Review the interface issues such as hardware to hardware, software to software, and hardware to software), and
Evaluate the business continuity and disaster recovery plans.

HE#19
‘Which of the following recognized competitive strategies focuses on gaining efficiencies?

A. Cost leadership
B. Innovation

C. Focus

D. Differentiation

Ef#: A

HM #20

At its balance sheet date, an entity reliably estimates that the expected cost of compensated absences resulting from short-term
disability will be US $100,000. This unused entitlement arose from employee services rendered during the period and is
accumulating,. How should it be accounted for?

A. Only a disclosure should be made because recognition does not occur until the absences occur.
B. An asset of US $100,000 should be recognized.

C. A direct reduction to retained earnings of US $100,000 should occur.

D. An expense should be recorded for US $100,000.

Ef#: D

fEEL:

Short-term employee benefits expected to be paid as a result of service rendered during the period ordinarily should be recognized
as an expense and a liability accrued expense). For short-term compensated absences, the timing of recognition del ends on whether
the benefits accumulate. If the benefits for compensated absences accumulate, the .,.1 lectld cost of short-term compensated
absences is recognized when services are rendered that increase the employees entitlement to fiture compensated absences. The
obligation is recognized whether it is vesting the employee is entitled to a cash payment for an unused entitlement upon leaving the
entity) or not vesting, The amount should not be discounted. It equals the additional amount expected to be paid as a result of the
unused accumulated entitlement at the balance sheet date. Hence, the entity should debit expense and credit liability for US
$100,000 because the entitlement accumulates and the employees have rendered services during the period that increase their future
entitlement.

i #21
When management uses the absorption costing approach, fixed manufacturing overhead costs are classified as which of the following
types of costs?

A. Indirect period costs
B. Direct period costs
C. Indirect costs

D. Direct product costs

IEfE: D

AR
Reference: 1A Business Knowledge for Internal Auditing, Cost Accounting section.

B #22

An electronic meeting conducted between several parties at remote sites is referred to as:

e A Teleconferencing,
e B. Interactive processing.
e (. Teleprocessing.



¢ D. Telecommuting,
EE: A
R -

Conducting an electronic meeting among several parties at remote sites is teleconferencing. It can be accomplished by telephone or
electronic mail group communication software. Videoconferencing permits the conferees to see each other on video screens. The
practice has grown in recent years as companies have attempted to cut their travel costs.
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