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HE#77
‘Which of the following actions would balance the accounting equation to conceal the misappropriation of cash?

A. Increasing a liability

B. Creating fictitious revenue
C. Increasing another asset
D. Increasing owners' equity

EfE: A

iR

Detailed Explanation:

* Rationale for Correct Answer:When cash is stolen, the accounting equation (Assets = Liabilities + Equity) must still balance.
Fraudsters may increase a liability (e.g., record fictitious payables) to cover the missing cash. This is a common concealment method.
* Analysis of Incorrect Options:

* A. Increasing another asset - Would require inflating assets, but this usually affects financial statement fraud, not cash theft
concealment.

* B. Increasing owners' equity - Not logical without legitimate earnings or capital contributions.

* D. Creating fictitious revenue - Used in financial statement fraud, not in balancing theft concealment.

* Key Concept: Concealment methods for asset misappropriation - offsetting missing cash with fictitious liabilities.

Reference: ACFE Fraud Examiners Manual (2020), Financial Statement Fraud: Concealment Methods.

B #78
Which of the following statements regarding financial statement disclosures is FALSE?

¢ A Events occurring after the close of the reporting period that could have a significant effect on the company's financial
position must be disclosed.

¢ B. There is nothing inherently wrong with related-party transactions, as long as they are fully disclosed.

¢ C. All information relating to the company must be disclosed in the financial statements, regardless of materiality.

¢ D. Management must disclose potential losses from ongoing litigation if the related liability is highly likely.

Ef#: C

B #79
Which of'the following scenarios is the MOST ACCURATE example of insurer health care fraud?

e A. To obtain regulatory approval for increasing its rates, the insurance company submits inflated cost data for review.

¢ B. Affer negotiating discounts with its medical providers, the insurance company provides the negotiated rate to its consumers
mnstead of the original amount.

¢ C. Upon identifying that a claimant has provided incomplete information, the insurance company refuses to pay a claim.

e D. While acting as an intermediary for a government health care program, the insurance company verifies provider claims
before billing the government for them.

IEf#: B

HR #80
Which of the following would be helpful in detecting a cash larceny scheme?

A. Having the accounts receivable clerk prepare the bank deposit

B. Prohibiting employees from performing the duties of an absent employee

C. Requiring cashiers to perform cash counts of their own cash registers at the end of each shift
D. Reconciling cash register totals to the amount of cash in the register drawer

IEf#: D

HR #81



Several people who work in real estate collude to obtain a loan for the construction of a residential building on a property that does
not exist. The co-conspirators divide the proceeds among thenselves and leave the lender with no collateral to seize when loan
payments are not made. Which of the following BEST describes this scheme?

A. Arr loan
B. Phantom lien
C. Daisy chain

D. Property flopping
E: A

TR

Detailed Explanation:

* Rationale for Correct Answer: An air loan is a mortgage fraud scheme where the borrower and sometimes insiders create
completely fictitious properties or borrowers. Here, the nonexistent property and loan proceeds being pocketed fits this definition.
* Analysis of Incorrect Options:

* A. Property flopping - Involves short sales and undervaluing distressed property.

* C. Phantom lien - False liens filed to collect fraudulent clainms on real estate.

* D. Daisy chain - Involves multiple property transactions between conspirators to inflate value.

* Key Concept: Loan fraud schemes - fictitious property loans (air loans).

Reference: ACFE Manual, Financial Transactions - Mortgage and Loan Fraud.
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