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IIA Business Knowledge for Internal Auditing Sample Questions (Q212-
Q217):
NEW QUESTION # 212 
An internationally recognized brand name is an entrance barrier to new competitors because new competitors would:

A. Face increased marketing costs.
B. Face higher learning costs, which would increase fixed costs.
C. Face increased production costs.
D. Have to initiate a price war in order to enter the industry.
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Answer: A

NEW QUESTION # 213 
Which of the following can be classified as debt investments?

A. Acquisition of government bonds.
B. Acquisition of common stock of a corporation
C. Investments in the capital stock of a corporation
D. Contents of an investment portfolio,

Answer: A

Explanation:
Debt investments refer to financial instruments where an investor lends money to an entity (corporation, government, or institution) in
exchange for periodic interest payments and the repayment of the principal amount at maturity. These include:
Government bonds (such as U.S. Treasury bonds, municipal bonds, and sovereign bonds) Corporate bonds Certificates of deposit
(CDs) Commercial paper A). Investments in the capital stock of a corporation # Incorrect. Capital stock represents ownership
(equity investments), not debt investments.
C). Contents of an investment portfolio # Incorrect. A portfolio may contain both equity and debt investments, making this too broad
to classify specifically as debt.
D). Acquisition of common stock of a corporation # Incorrect. Common stock is an equity investment, not a debt investment.
The IIA's Global Internal Audit Standards on Investment Management and Risk Assessment highlight debt instruments as fixed-
income securities.
International Financial Reporting Standards (IFRS 9 - Financial Instruments) classify bonds and loans as debt investments, distinct
from equity instruments.
The Generally Accepted Accounting Principles (GAAP) - FASB ASC 320 specifies how to account for debt securities.
Explanation of the Other Options:IIA References & Best Practices:Thus, the correct answer is B. Acquisition of government bonds.

NEW QUESTION # 214 
Which of the following responsibilities would ordinary fall under the help desk function of an organization?

A. End-to -end security architecture design.
B. Management of infrastructure services, including network management.
C. Physical hosting of mainframes and distributed servers
D. Maintenance service items such as production support.

Answer: D

Explanation:
A help desk function is responsible for providing technical support and maintenance services to end users.
This includes troubleshooting issues, production support, and system maintenance rather than managing infrastructure or security
architecture.
Let's analyze each option:
* Option A: Maintenance service items such as production support.
* Correct. The help desk primarily provides user support, including:
* Troubleshooting software and hardware issues
* Resolving technical support requests
* Assisting users with system access and operational questions
* IIA Reference: Internal auditors assess IT service management, including help desk functions, to ensure efficient IT support and
incident response. (IIA GTAG: Auditing IT Service Management)
* Option B: Management of infrastructure services, including network management.
* Incorrect. Infrastructure services (such as network and server management) fall under IT operations or network administration, not
the help desk.
* Option C: Physical hosting of mainframes and distributed servers
* Incorrect. Hosting and maintaining physical servers is the responsibility of data center operations, not the help desk.
* Option D: End-to-end security architecture design.
* Incorrect. Security architecture design is handled by the IT security team or cybersecurity department, not the help desk.
Thus, the verified answer is A. Maintenance service items such as production support.



NEW QUESTION # 215 
An appropriate technique for planning and controlling manufacturing inventories, such as
raw materials, components, and subassemblies whose demand depends on the level of production is:

A. Materials requirements planning.
B. Linear programming.
C. Regression analysis.
D. Capital budgeting.

Answer: A

Explanation:
Materials requirements planning (MRP) is a system that translates a production schedule into requirements for each component
needed to meet the schedule. It is usually implemented in the form of a computer-based information system designed to plan and
control raw materials used in production. It assumes that forecast demand is reasonably accurate and that suppliers can deliver
based upon this accurate schedule. MRP is a centralized push-through system; output based on forecasted demand is pushed
through to the next department or to inventory.

NEW QUESTION # 216 
Company J produces two components: A-1 and A-2. The unit throughput contribution margins for A-1 and A-2 are US $150 and
US $300, respectively. Each component must proceed through two processes: Operation 1 and Operation 2. The capacity of
Operation 1 is 180 machine hours, with A-1 and A-2 requiring 1 hour and 3 hours, respectively.
Furthermore, Company J can sell only 45 units of A-1 and 100 units of A-2. However,
Company J is considering expanding Operation 1's capacity by 90 machine hours at a cost of US $80 per hour. Assuming that
Operation 2 has sufficient capacity to handle any additional output from Operation 1, how much should Company J produce?

A. Option C
B. Option C
C. Option A
D. Option D

Answer: B

Explanation:
A-1's throughput contribution margin per unit of the scarce resource the internal binding constraint) is US $150 $150 UCM - 1
machining hour). A-2's throughput contribution margin per unit of the scarce resource is U $100 $300 UCM - 3 machine hours).
Consequently, Company J should produce as much A-1 as it can sell 45 units). If Company adds 90 machine hours to increase the
capacity of Operation -I to 270 hours 180 + 90), it cannot produce additional units of A-1 because the external binding constraint
has not been relaxed. However, it can produce additional units of A-2. Given that the UCM per machine hour of A-2 is U $100 and
that the cost is US $80 per hour, adding capacity to Operation 1 is profitable. Thus, Company J should use 45 machine hours to
produce 45 units of A-1. The remaining 225 machine hours 270 - 45) should be used to produce 75 units 225 - 3 hours) of A-2.
The latter amount is within the external binding constraint. A company produces two products, and Y, which use material and labor
as inputs. Fixed amounts of labor and material are available for production each month In addition. the demand for product Y each
month is limited: product has no constraint an the number of units that can be sold. A graphical depiction of these production and
demand constraints is presented in the opposite column.
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