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Introduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn't just about
memorization, it's about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you're preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You'll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it's correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It's ideal for learners who want to:

* Practice answering questions under realistic conditions,
* Improve accuracy and speed,

* Review explanations to strengthen weak areas, and

* Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn't about getting every question right the first
time, it's about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let's begin.
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How to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here's how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 — 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don't just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There's no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!

Sample study guide, visit https://ethicalacctc03.examzify.com
for the full version with hundreds of practice questions



Questions




1. With respect to moral issues in business, Thomas Jones posited that
regarding moral issues in business, which is true?

A. Moral issues of high intensity are more pronounced than those of low
intensity

B. Moral issues of high intensity are subtler and difficult to evaluate

C. Moral issues of low intensity are more pronounced because they are difficult
to identify

D. Moral issues of high and low intensity have equal effects on decision making

2. In evaluating exposure to potential liability for technology failures in the
Bhopal case, which concept was applied?

A. Professional skepticism
B. Business risk

C. Cost-benefit analysis

D. Rights Theory

3. What best describes the relationship between organizational ethics and
corporate governance in improving ethical outcomes?

A. Corporate governance sets values; organizational ethics enforces those rules.

B. Organizational ethics refers to values, norms, and expected behavior within
the company; corporate governance encompasses the systems, processes, and
controls that guide direction and accountability.

C. Organizational ethics is about profits; corporate governance focuses on
reporting.

D. Organizational ethics and corporate governance are the same concept.

4. An ethical organization includes the following traits:
A. Zero tolerance for individual and collective mistakes
B. Shared values, goals, and problem-solving mechanisms
C. A focus on results over process
D. A culture of do what | say, not what | do
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5. Which of the following was not a finding of the ACFE 2014 Report to the
Nation on Occupational Fraud?

A. Fraud is more likely to be detected by tips than any other way
B. Frauds lasted a medium of 18 months before detection

C. Asset misappropriation schemes was the most common type of occupational
fraud

D. External auditors discover about 10 percent of the frauds

6. Why is ethical leadership essential for sustaining governance and how can
boards model ethical behavior?

A. Ethical leaders model conduct; ethical leadership sets expectations, enforces

codes, holds people accountable, and ensures decisions consider stakeholders
and long-term value.

B. Ethical leadership is optional and boards need not model behavior.
C. Boards should avoid discussing ethics.

D. Leaders should prioritize short-term gains above ethics.

7. Which of the following is NOT generally considered an element of agency
costs?

A. Monitoring managerial performance

B. Information symmetry between the corporation and outsiders
C. Insiders knowing more about the company than outsiders

D. Developing internal controls over financial reporting

8. In fraud detection, which method is most commonly used to reveal fraud?
A. Internal audit
B. External audit
C. Tip
D. Data analytics

9. Which governance mechanism gives shareholders a direct voice in
executive compensation decisions?

A. Say on pay provisions
B. More diligent board oversight of compensation packages

C. Restrictions by the law as to the maximum total compensation allowable
D. Clawbacks of compensation when fraud is known
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10. Which statement best reflects the view that SOX serves as a minimum
standard rather than a guarantee of ethical behavior?

A. The laws require CEO certification
B. The laws guarantee ethical conduct

C. Laws are needed but may not lead to ethical conduct because they are
minimum standards

D. The laws eliminates all fraud
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Explanations




1. With respect to moral issues in business, Thomas Jones posited that
regarding moral issues in business, which is true?

A. Moral issues of high intensity are more pronounced than those of low
intensity
B. Moral issues of high intensity are subtler and difficult to evaluate

C. Moral issues of low intensity are more pronounced because they are difficult
to identify

D. Moral issues of high and low intensity have equal effects on decision making

Moral intensity captures how strongly people perceive a situation as morally charged and needing ethical
consideration. Thomas Jones argued that this intensity shapes how decision makers treat issues in business:
the higher the intensity, the more pronounced the moral issue becomes in the decision process. Several factors
build intensity, including how large the consequences would be, how likely those consequences are, how close or
immediate the impact is, how concentrated the effects are on specific people, and the level of social agreement
about what's morally right or wrong. When an issue scores high on these dimensions, it attracts more attention,
prompts stronger moral reasoning, and exerts greater influence on choices. In contrast, low-intensity issues
tend to be less salient and harder to justify as moral matters. So, high-intensity moral issues are indeed more
pronounced than low-intensity ones, which is why that option best reflects Jones's idea. The other statements
conflict with the notion that intensity governs how clearly and forcefully moral considerations arise in decision
making.

2. In evaluating exposure to potential liability for technology failures in the
Bhopal case, which concept was applied?

A. Professional skepticism
B. Business risk

C. Cost-benefit analysis
D. Rights Theory

Exposure to potential liability for technology failures is best understood through the lens of business risk. This
concept centers on identifying what could go wrong in operations, estimating how likely those failures are, and
assessing the financial and reputational impact they could have on the organization. In the Bhopal case, a severe
industrial accident underscored how design, maintenance, and safety lapses can lead to enormous legal costs,
regulatory penalties, cleanup obligations, settlements, and long-lasting reputational damage. Framing it as
business risk helps a company prioritize safeguards, allocate reserves, and strengthen governance to prevent or
mitigate such exposures. While other ideas can play a role in decision-making, they describe different angles.
Professional skepticism is about an auditor’s mindset to challenge information, not a framework for evaluating
liability exposure. Cost-benefit analysis is a tool to weigh actions but doesn't by itself define liability risk, though
it can inform safety investments. Rights Theory provides an ethical lens about stakeholders’ rights, but it isn't
the operational framework used to gauge liability exposure from technology failures.
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3. What best describes the relationship between organizational ethics and
corporate governance in improving ethical outcomes?

A. Corporate governance sets values; organizational ethics enforces those rules.

B. Organizational ethics refers to values, norms, and expected behavior within
the company; corporate governance encompasses the systems, processes, and
controls that guide direction and accountability.

C. Organizational ethics is about profits; corporate governance focuses on
reporting.

D. Organizational ethics and corporate governance are the same concept.

Organizational ethics provides the values, norms, and expected behavior within the company—it's the moral
compass that guides what people should do in daily decisions. Corporate governance, on the other hand,
provides the framework of systems, processes, and controls—board oversight, policies, internal controls, risk
management, and accountability mechanisms—that ensure those ethical expectations are translated into action
and that there is proper guidance and consequences when they aren’t followed. Together, they improve ethical
outcomes because ethics sets the standard for what is right, while governance puts concrete mechanisms in
place to monitor, enforce, and sustain that standard. Without governance, good values can drift or be ignored;
without ethics, governance becomes empty rules lacking purpose. This description reflects organizational ethics
as values and behavior within the company, and corporate governance as the guiding structures and controls
that steer toward ethical conduct.

4. An ethical organization includes the following traits:
A. Zero tolerance for individual and collective mistakes
B. Shared values, goals, and problem-solving mechanisms

C. A focus on results over process
D. A culture of do what | say, not what | do

Shared values, clear goals, and collaborative problem-solving form the backbone of an ethical organization.
When people operate from common values, they have a shared sense of what is right and fair, which guides
everyday decisions even when no one is watching. Clear, aligned goals keep efforts coordinated, so actions are
consistent with what the organization stands for. Coupled with robust problem-solving mechanisms—think
transparent reporting channels, inclusive decision processes, and fair ways to address concerns—these
elements create accountability and trust, and they ensure issues are addressed rather than hidden. Zero
tolerance for mistakes can create fear and suppression of reporting, hindering learning and improvement. A sole
focus on results over process can encourage cutting ethical corners to hit targets. A attitude of “do what I say,
not what | do" undermines trust and signals hypocritical leadership. In contrast, shared values, aligned goals,
and constructive problem-solving best embody true organizational ethics.
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5. Which of the following was not a finding of the ACFE 2014 Report to the
Nation on Occupational Fraud?

A. Fraud is more likely to be detected by tips than any other way
B. Frauds lasted a medium of 18 months before detection

C. Asset misappropriation schemes was the most common type of occupational
fraud

D. External auditors discover about 10 percent of the frauds

The question tests your understanding of how fraud is typically detected and categorized in the ACFE 2014
Report to the Nation on Occupational Fraud. The report consistently shows that tips are the most common
detection method, not audits, and that frauds often go undetected for a substantial period, with a median around
18 months. It also finds that asset misappropriation is the most frequent type of occupational fraud. External
auditors do play a role, but the report places them as a relatively smaller detection channel compared with tips
and internal sources, usually well under ten percent. Therefore, the statement that external auditors discover
about 10 percent of the frauds is not aligned with the report’s findings, making it the incorrect choice. The other
points—tips as the primary detection method, the 18-month median duration, and asset misappropriation being
the most common type—are consistent with the report.

6. Why is ethical leadership essential for sustaining governance and how can
boards model ethical behavior?

A. Ethical leaders model conduct; ethical leadership sets expectations, enforces
codes, holds people accountable, and ensures decisions consider stakeholders
and long-term value.

B. Ethical leadership is optional and boards need not model behavior.
C. Boards should avoid discussing ethics.
D. Leaders should prioritize short-term gains above ethics.

Ethical leadership sets the tone at the top, shaping organizational culture and what is tolerated or rewarded.
When leaders demonstrate integrity, fairness, and responsibility, they establish clear expectations, support
robust codes of conduct, and insist on accountability. This alignment means decisions consider stakeholders
and long-term value, not just short-term outcomes, which strengthens trust with investors, employees,
customers, and regulators and supports durable governance. Boards model ethical behavior through their own
conduct and oversight. By upholding policies, monitoring risk, demanding transparent reporting, and backing
independent scrutiny and whistleblower protections, they show that ethics are non-negotiable. This visible
commitment reinforces a culture of ethical decision-making, helps deter misconduct, and sustains governance
that delivers sustainable value over time. Choosing ethics as optional, avoiding ethics discussions, or chasing
short-term gains misses how ethics underpins governance. Without ethical leadership, culture can drift toward
risk-taking and concealment, inviting reputational harm and jeopardizing long-term success.
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7. Which of the following is NOT generally considered an element of agency
costs?

A. Monitoring managerial performance

B. Information symmetry between the corporation and outsiders
C. Insiders knowing more about the company than outsiders

D. Developing internal controls over financial reporting

Agency costs arise from the conflict between owners and managers and the extra costs that result from trying to
align interests. Monitoring managerial performance is a classic example, as owners incur expenses to observe
and evaluate how managers run the company. Information asymmetry, including insiders knowing more about
the company than outsiders, drives these costs because outsiders must spend resources to bridge that gap and
verify actions and reports. However, developing internal controls over financial reporting is a governance
mechanism designed to prevent or reduce misstatements and opportunistic behavior. It's a proactive step to
curb agency problems, not a cost created by those problems. So while internal controls have their own expense,
they are used to mitigate agency costs rather than constitute them.

8. In fraud detection, which method is most commonly used to reveal fraud?
A. Internal audit
B. External audit

C.Tip
D. Data analytics

Tips from whistleblowers are the most common way fraud is revealed. People inside or connected to the
organization often notice red flags—like unusual payments, falsified records, or pressure to meet targets—and
report them through anonymous hotlines or ethics channels. When a culture supports speaking up and provides
confidential reporting, these tips can trigger investigations that uncover schemes more reliably than routine
checks. Internal and external audits are essential for prevention and detection, but they follow structured
procedures and sampling. They may miss schemes that operate outside the audited scope or during times
between audits. Data analytics can flag anomalies across large datasets, but it requires good data, appropriate
models, and investigative follow-through to turn signals into confirmed fraud. Because tips tap directly into
human observations of wrongdoing, they remain the most common trigger for fraud revelations.

9. Which governance mechanism gives shareholders a direct voice in
executive compensation decisions?

A. Say on pay provisions

B. More diligent board oversight of compensation packages
C. Restrictions by the law as to the maximum total compensation allowable
D. Clawbacks of compensation when fraud is known

Say-on-pay provisions give shareholders the explicit ability to vote on executive compensation packages,
providing them with a direct voice in how much top executives are paid. This mechanism translates shareholder
preferences into compensation decisions by giving them a formal say, which can influence boards to adjust pay
to reflect performance, fairness, and alignment with shareholder interests. Even when votes are advisory rather
than binding, they create accountability and messaging power for shareholders. The other options describe
important governance practices but do not offer that direct input from shareholders. Stronger board oversight
operates internally and guides compensation without a direct vote by owners. Legal caps on pay remove the
decision from shareholders entirely through regulatory limits. Clawbacks address misconduct after the fact and
don't involve shareholders in deciding on current compensation.
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10. Which statement best reflects the view that SOX serves as a minimum
standard rather than a guarantee of ethical behavior?

A. The laws require CEO certification
B. The laws guarantee ethical conduct

C. Laws are needed but may not lead to ethical conduct because they are
minimum standards

D. The laws eliminates all fraud

SOX sets a floor for how financial reporting should be governed and controlled. It creates concrete
requirements—Ilike internal control assessments and executive certifications—that raise accountability and
reduce opportunities for fraud. But these rules do not ensure that every person behaves ethically. Ethics depend
on culture, tone at the top, and ongoing integrity efforts, not just on meeting minimum legal requirements. So the
statement that laws are needed but may not lead to ethical conduct because they are minimum standards
captures this reality: laws establish a baseline, not a guarantee of ethical behavior. The other options imply

guarantees or focus on a single feature, which doesn't reflect the idea that compliance is necessary but not
sufficient for ethical conduct.
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Next Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we'd love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://ethicalacctc03.examzify.com

We wish you the very best on your exam journey. You've got this!




