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E R #158
Which of'the following is NOT explicitly prohibited by the ACFE Code of Professional Ethics?

A. Participating in an activity where there is an undisclosed conflict of interest
B. Engaging in behavior that is against the law

C. Acting in a way that could be deemed unethical by the industry

D. Drawing conclusions based upon evidence

IEf#: D

M #159
Which of the following is TRUE regarding International Standard on Auditing (ISA) 240?

A. ISA 240 establishes standards regarding the auditor's responsibility to consider fraud in an audit of financial statements.

B. ISA 240 establishes auditors as being primarily responsible for the prevention and detection of fraud within an organization.
C. ISA 240 creates requirements for management regarding the establishment of a holistic fraud risk management program
D. ISA 240 requires auditors to effectively raise awareness about the risk of fraud within the audited organization.

EfE: A

RN -

Comprehensive and Detailed in Depth Explanation:

ISA 240 (The Auditor's Responsibilities Relating to Fraud in an Audit of Financial Statements) outlines the auditor's responsibility to
assess and respond to the risk of material misstatement due to fraud. It does not impose a primary responsibility for fraud prevention
and detection upon auditors-that responsibility lies with management (eliminating C). The standard also does not require auditors to
actively raise fraud awareness within the organization (elimmnating A), nor does it establish requirements for fraud risk management
programs for management (eliminating D).

ReferenceFraud Examiners Manual, 2022, Fraud Prevention and Deterrence, Auditors' Fraud-Related Responsibilities - Section
4.501.

H A #160
Which of'the following is one of the four recommendations made by the National Commission on Fraudulent Financial Reporting (the
Treadway Commission) to reduce the probability of fraud in financial reports?

e A. Assign oversight of the hotline reporting program to company shareholders.
¢ B. Provide adequate resources and authority to the internal audit function.

¢ (. Have a mandatory independent finance committee.

¢ D. Develop a written charter for the audit committee.

IEf#: B

TR

Comprehensive and Detailed in Depth Explanation:

The Treadway Commission emphasized strengthening the internal audit function as a key fraud deterrent.

This includes ensuring auditors have adequate resources, authority, and independence to carry out their duties.

While formal structures like audit committee charters are usefil, the commission specifically focused on functional empowerment of
mternal audit.

HMA #161

Daniela, an independent Certified Fraud Exammer (CFE), was hired by Charles, executive director of a nonprofit organization, to
mvestigate a straightforward embezzement case. During the nvestigation, Daniela learns that Charles is mvolved in an unrelated
fraud. Under the ACFE Code of Professional Ethics. Daniela should:

¢ A. Report Charles to law enforcement



¢ B. Not disclose the information about Charles.
¢ (. Resign from the engagement.
e D. Tell the nonprofit's board of trustees about Charles

IEf#: D

HH #162
According to Diane Vaughan. which of the following factors increases an organization's inherent inclination toward committing crime?

¢ A. Management encourages employee loyalty through social functions
¢ B. Rewards are given to employees who challenge the status quo
e C. All of the above

¢ D. Management separates employee performance goals from company performance goals
E&: D

R -

Diane Vaughan's Theory on Organizational Crime:

* Vaughan argued that organizational environments prone to crime exhibit a "normalization of deviance," often influenced by
management decisions that misalign employee incentives with organizational objectives.

Why C is Correct:

* Misaligned goals create conflicting priorities, increasing the likelihood of unethical behavior to meet individual or team objectives.
‘Why Other Options are Incorrect:

* A: Challenging the status quo promotes innovation and ethical accountability.

* B: Social functions fostering loyalty do not inherently encourage crime.
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