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IIA Business Knowledge for Internal Auditing Sample Questions (Q327-
Q332):
NEW QUESTION # 327 
An organization produces two products, X and Y.
The materials used for the production of both products are limited to 500 kilograms (kg) per month. All other resources are
unlimited and their costs are fixed. Individual product details are as follows:
Product X Product Y
Selling price per unit $10 $13
Materials per unit (at $1/kg) 2 kg 6 kg
Monthly demand 100 units 120 units
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In order to maximize profit, how much of product Y should the organization produce each month?

A. 120 units.
B. 60 units.
C. 50 units.
D. 100 units.

Answer: C

NEW QUESTION # 328 
Which of the following best describes a market signal?

A. The bargaining power of buyers is forcing a drop in market prices.
B. The competitor announces a new warranty program.
C. Strategic analysis by the organization indicates feasibility of expanding to new market niches.
D. There is pressure from the competitor's substitute products.

Answer: B

NEW QUESTION # 329 
A small furniture-manufacturing firm with 100 employees is located in a two-story building and does not plan to expand. The
furniture manufactured is not special-ordered or custom-made. The most likely structure for this organization would be:

A. Product departmentalization.
B. Functional departmentalization.
C. Matrix organization.
D. Divisional organization.

Answer: B

NEW QUESTION # 330 
Which is the least effective form of risk management?

A. Systems-based preventive control.
B. People-based detective control.
C. Systems-based detective control.
D. People-based preventive control.

Answer: B

NEW QUESTION # 331 
The budgeted cost of work performed is a metric best used to measure which project management activity?

A. Resource planning.
B. Cost control.
C. Cost budgeting.
D. Cost estimating

Answer: B

Explanation:
Understanding the Metric:
* The Budgeted Cost of Work Performed (BCWP), also known as Earned Value (EV), represents the value of work actually
performed up to a specific date, based on the budgeted cost.
* This metric is part of Earned Value Management (EVM) and is used to track project performance by comparing planned and
actual progress.
Why Cost Control?



* Cost control involves monitoring expenses, comparing actual performance with the budget, and taking corrective actions when
needed.
* BCWP is a core metric in cost control as it helps in determining whether a project is staying within budget.
Why Other Options Are Incorrect:
* A. Resource planning: Focuses on allocating personnel, equipment, and materials but does not deal with financial performance.
* B. Cost estimating: Involves predicting project costs before execution, but BCWP is used during the project, not during estimation.
* C. Cost budgeting: Refers to setting a budget, whereas BCWP measures how much work has been performed relative to that
budget.
IIA Standards and References:
* IIA Standard 2120 - Risk Management: Internal auditors should assess cost control mechanisms to manage financial risks.
* IIA Practice Guide: Auditing Capital Projects (2016): Emphasizes earned value management as a key cost control measure.
* PMBOK Guide - Cost Management Knowledge Area: Highlights BCWP as a crucial tool for monitoring and controlling project
costs.
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