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IIA Business Knowledge for Internal Auditing Sample Questions (Q362-
Q367):
NEW QUESTION # 362 
Using variable costing, the company's operating profit was:

A. US $840,000 C US $915,000 D US $975,000
B. US $750.000

Answer: A

Explanation:
Under variable costing, the product cost includes only variable manufacturing costs. All fixed costs are expensed in the period
incurred. Unit product cost under variable costing is US $6 $600.000 100,000 units produced).

C:\Documents and Settings\usernwz1\Desktop\1.PNG A and B, are autonomous divisions of a corporation. They have no beginning
or ending inventories, and the number of units produced is equal to the number of units sold. Following is financial information
relating to the two divisions:

NEW QUESTION # 363 
Which of the following statements is true regarding the resolution of interpersonal conflict?

A. Reorganization would probably not help ambiguous or overlapping jurisdictions.
B. Deferring action should be used until there is sufficient time to fully deal with the issue.
C. Timely and unambiguous clarification of roles and responsibilities will eliminate most interpersonal conflict.
D. Unrealized expectations can be avoided with open and honest discussion.

Answer: D

NEW QUESTION # 364 
If receivables transferred with recourse qualify for derecognition, the proceeds from the transfer are:

A. Accounted for as a collateralized borrowing.
B. Recorded at the historical cost of the assets obtained.
C. Recorded at fair value for the assets obtained and liabilities incurred.
D. Reduced by the fair value of the recourse obligation.
E. Explanation:
The entity derecognizes financial assets if it has transferred substantially all of the risks and rewards of ownership.
Derecognition also is appropriate when the entity neither has transferred nor retained substantially all the risks and rewards of
ownership, providing the entity does not have control. After derecognition, periodic profit or loss will include the difference
between the carrying amount transferred and the proceeds, plus or minus any prior adjustment r fl ling the fair value of the
asset that had been reported in equity. If a new financial asset is created or a financial liability is assumed, the calculation is
adjusted for the fair value of the asset or liability. Thus, the proceeds of the sale are reduced by the fair value of the resource
obligationa new financial liability). When the transfer does not meet these criteria, the transfer is accounted for as a
collateralized borrowing. A transferor entity most likely should continue to recognize a transferred financial asset if the:
A. Transferor may reacquire the asset, and the asset is readily obtainable in the market
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B. Transferee may sell the full fair value of the asset
C. Transferor has an option to reacquire the asset, and the reacquisition price is fair value
D. Transferor is entitled and obligated to repurchase the asset, and the transferee receives a lender's return.

Answer: D,E

NEW QUESTION # 365 
Which of the following is a security feature that involves the use of hardware and software to fitter or prevent specific information
from moving between the outside network and the outside network?

A. Architecture model
B. Firewall
C. Authorization
D. Virtual private network

Answer: B

NEW QUESTION # 366 
The rate of gross profit on Year 2 installment sales is:

A. 40%
B. 20%
C. 50%
D. 80%

Answer: B

Explanation:
The rate of gross profit on Year 2 installment sales is 20% [(US $5,000 of Year 2 installment sales - $4,000 cost of Year 2
installment sale=,) - $5,000 of Year 2 installment sales].
An entity sells goods on an installment basis. The table below includes information about the level of installment sales, the cost of the
goods sold on installment, and the cash receipts on installment sales for Year 1 through Year 3. All cash receipt amounts shown are
net of any interest charges.

NEW QUESTION # 367
......
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