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HR #512
Which of me following storage options would give the organization the best chance of recovering data?

¢ A Encrypted copies of the data are stored in a separate secure location a few hours away while the encryption keys are
stored at the organization and are readily available

¢ B. Encrypted reports on usage and database structure changes are stored on a cloud-based. secured database that is readily
accessible
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¢ C. Encrypted physical copies of the data and their encryption keys are stored together at the organization and are readily
available upon request

¢ D. Encrypted physical copies of the data are stored separately from their encryption keys and both are held in secure
locations a few hours away from me organization

EfE: A

H #513
Ifbonds are initially sold at a discount and the effective-interest method of amortization is used:

A. Interest expense in the earlier periods will be greater than interest expense in the later periods.
B. Interest expense in the earlier periods will be less than interest expense in the later periods.

C. Interest expense will be less than the cash interest payment each period.

D. Interest expense will equal the cash interest payment each period.

Ef#: B

A -

Interest expense equals the carrying amount of the liability at the beginning of the period times the effective interest rate. The carrying
amount of the liability equals the face amount of the bond minus the discount. As the discount is amortized over the life of the bond,
the carrying amount increases, Consequently, the interest expense increases over the term of the bond.

R #514
Which of the following authentication device credentials is the most difficult to revoke when an employee's access rights need to be
removed?

A. A traditional key lock.
B. A biometric device.
C. A card-key system.
D. A proximity device.

IEf#: D

H R #515
An entity has 100.000 outstanding ordinary shares with a market value of US $20 per share. Dividends of US $2 per share were
paid in the current year, and the entity has a dividend-payout ratio of 40%. The price-to-earnings ratio of the entity is:

e AO
e B.1
e C.2
e D3

IEf#: B

AR :

The P-E ratio equals the share price divided by EPS. Ifthe dividends per share equaled US $2 and the dividend-payout ratio was
40%, EPS must have been US $5 $2 - .4). Accordingly, the P-E ratio is 4 US $20 share price - $5 EPS). Entity A has 50,000
ordinary shares and 10,000 preference shares outstanding at the start of the year on January 1. The preference shares are entitled to
a US $2 per share annual cash dividend, payable on December 3 1. The entity had profit of US $1517,000 for the year. On April 1,
the entity issued 15,000 additional ordinary shares for cash. Entity B. is identical to entity A in all respects except that it had 75.000
ordinary shares outstanding for the entire year.

E #516
Which of the following statements Is true regarding the use of centralized authority to govern an organization?

e A Fraud committed through collusion is more likely when authority is centralized.



¢ B. Using separation of duties to mitigate collusion is reduced only when authority is centralized.
¢ (. Centralized managerial authority typically enhances certainty and consistency within an organization.
e D. When authority is centralized, the alignment of activities to achieve business goals typically is decreased.

IEf#: C

RN -

Centralized authority refers to decision-making being concentrated at the top levels of an organization, ensuring uniform policies and
procedures across departments.

Let's analyze each option:

* A. Fraud committed through collusion is more likely when authority is centralized.

* Incorrect. Centralized authority reduces the chances of fraud by enforcing strict oversight and controls. Decentralized structures
may create more opportunities for fraud due to inconsistent policies.

* B. Centralized managerial authority typically enhances certainty and consistency within an organization. # (Correct Answer)

* Correct. Centralized authority ensures consistent decision-making, standardized processes, and clear policies, reducing
uncertainty.

* For example, in a multinational company, a centralized governance structure ensures compliance with financial reporting standards
across all subsidiaries.

* C. When authority is centralized, the alignment of activities to achieve business goals typically is decreased.

* Incorrect. Centralized authority actually helps in aligning business activities toward strategic goals by ensuring uniform direction and
coordination.

* D. Using separation of duties to mitigate collusion is reduced only when authority is centralized.

* Incorrect. Separation of duties (SoD) is a key internal control mechanism that exists regardless of centralization. Organizations
implement SoD through policies, not just governance structures.

* [1A Standard 2110 - Governance - Emphasizes the importance of clear governance structures in organizations.

* COSO Internal Control - Integrated Framework - Discusses centralization and its impact on risk management and control
effectiveness.

* TIA Global Technology Audit Guide (GTAG) - Enterprise Risk Management (ERM) - Highlights the role of centralized authority in
aligning corporate strategies.

*1SO 37000:2021 - Governance of Organizations - Outlines how centralized governance improves organizational consistency and
decision-making,
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