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IIA Business Knowledge for Internal Auditing Sample Questions (Q126-
Q131):
NEW QUESTION # 126 
A company's financial balance sheet is presented below:
The company has net working capital of:

A. $160
B. $210
C. $490
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D. $350

Answer: B

NEW QUESTION # 127 
Which of the following statements about slack time and milestones are true?
1. Slack time represents the amount of time a task may be delayed without delaying the entire project.
2. A milestone is a moment in time that marks the completion of the project's major deliverables.
3. Slack time allows the project manager to move resources from one task to another to ensure that the project is finished on time.
4. A milestone requires resource allocation and needs time to be completed.

A. 1, 2, and 3 only
B. 1 and 4 only
C. 1, 2, 3, and 4
D. 2 and 3 only

Answer: A

NEW QUESTION # 128 
Which of the following is a disadvantage in a centralized organizational structure?

A. Vulnerabilities in sharing knowledge
B. Loss of economies of scale
C. Slower decision making.
D. Communication conflicts

Answer: B

NEW QUESTION # 129 
The internal audit function conducted an engagement on maintenance operations of a construction organization and identified several
issues of medium importance. The head of maintenance proposed an improvement plan with deadlines and personnel responsible.
The internal audit function issued the final report to senior management. Senior management was dissatisfied with the report as they
believed that improvement plan deadlines should be considerably shorter. Which of the following should the internal audit function
change in the reporting process?

A. Discontinue discussing draft reports with responsible employees, as their input is needed during fieldwork only
B. Request senior management to issue a separate memo regarding their changes to deadlines
C. Invite senior management to the board meeting regarding engagement results so that they can express their concerns
D. Involve senior management at the draft report stage and in the development of action plans

Answer: D

Explanation:
Action plans should be agreed upon collaboratively, with both the responsible managers and senior management involved. Involving
senior management earlier in the draft report and action plan stage ensures alignment on deadlines and accountability before final
issuance.
Option A would reduce input and transparency. Option C creates fragmented reporting. Option D is excessive and bypasses proper
reporting procedures.
Reference:
IIA Standards - Standard 2410: Criteria for Communicating; Standard 2440: Disseminating Results.

NEW QUESTION # 130 
Which of the following is true about the impact of price inflation on financial ratio analysis?

A. Inflation affects financial ratio analysis for one entity over time but not comparative analysis of entities of different ages.
B. Inflation affects comparative analysis of entities of different ages but not financial ratio analysis for one entity over time.



C. Inflation has no impact on financial ratio analysis.
D. Inflation affects financial ratio analysis for one entity over time, as well as comparative analysis of entities of different ages.

Answer: D

Explanation:
Inflation is the diminution over time of the purchasing power of money. Because balance sheet amounts are expressed in terms of
money, historical cost amounts for different
periods are measured in units representing different levels of purchasing power. Profit or loss is also distorted because of inflation's
impact on depreciation expense and inventory costs. Inflation therefore impairs the comparability of financial statement items,
whether for the same entity overtime or for entities of differing ages. Presented below are partial veer-end financial statement data for
entities A and B.
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