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P8 #158
As part of its anti-fraud program, Oak Company is outlining the responsibilities of different stakeholders.
Who is ultimately responsible for setting the organization's ethical tone?

e A. Human resources
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e B. General counsel
e C. Management
e D. Fraud examiners

ER: C

R -

Comprehensive and Detailed in Depth Explanation:

Management is ultimately responsible for setting the ethical tone of an organization, often referred to as the

"tone at the top." This tone influences the overall ethical culture, guiding employee behavior and setting the standard for compliance
and integrity. While legal, HR, and fraud professionals play supporting roles, it is leadership's responsibility to establish, model, and
reinforce ethical conduct.

ReferenceFraud Examiners Manual, 2022, Fraud Prevention and Deterrence, Management's Fraud-Related Responsibilities -
Section 4.401.

Fi 8 #159
According to Silk and Vogel's research, business leaders rationalize legal violations by asserting that compliance with government

regulations is too costly and cuts too heavily into company profits.

o A False
e B. True

ZX: B

AR A -

Research Findings by Silk and Vogel:

* Their research highlights that business leaders often justify non-compliance with regulations by arguing that adhering to such rules
significantly increases operational costs and reduces profitability.

Rationalization in Legal Violations:

* This rationalization is consistent with the fraud triangle concept, where rationalization serves as a justification for unethical or illegal
actions.

Why A is Correct:

* This accurately represents a common justification for regulatory non-compliance as documented in fraud and compliance research.

& #160
Which of'the following is NOT a purpose served by a professional organization's code of conduct?

A. 1t facilitates practical enforcement and profession-wide Internal discipline.

B. It provides more direct solutions to professional ethical dilemmas than might exist under general ethical principles
C. It serves as a reference and benchmark for ethical guidance

D. It replaces the need for individuals to consult their own conscience.

ZE: D
I RE #161

During an external audit of an organization's financial statements, Saskia, the external auditor, uncovers significant internal control
deficiencies at the organization. She believes these deficiencies could result in a material misstatement of the financial statements.
Which of the following should Saskia do regarding these findings?

A. Saskia should commumicate the deficiencies in writing to those charged with governance.

B. Saskia should suspend the current audit engagement and begin a new audit focused on the internal control deficiencies.
C. Saskia should provide a written communication about her findings to the relevant regulatory agencies.

D. Saskia should withdraw from the audit engagement immediately and issue a disclaimer on any prior work performed.

BE: A

fE R A -
Comprehensive and Detailed in Depth Explanation:



ISA 265 requires that significant deficiencies in internal control identified during an audit be communicated in writing to those charged
with governance. The auditor is not obligated to inform regulatory agencies unless required by law (elimmnating A). Internal control
audits are not separate engagements under standard financial statement audits (eliminating B). Withdrawal from the engagement is a
last resort and only appropriate under severe circumstances beyond internal control issues (eliminating D).

il /8 #162
The objective of anti-fraud controls is to:

A. Reduce the residual fraud risk to a level that is significantly smaller than the inherent fraud risk
B. Conpletely eliminate residual fraud risk

C. Reduce the inherent fraud risk to a level that is significantly smaller than the residual fraud risk.
D. Conpletely eliminate inherent fraud risk.

ER: A

R B B «

Fraud Risk Reduction Objectives:

* Inherent fraud risk: The risk present before any controls are applied.

* Residual fraud risk: The remaining risk after controls have been implemented.

Why D is Correct:

* The goal of anti-fraud controls is to minimize residual risk to acceptable levels, recognizing that complete elimination of risk is
unattainable.

‘Why Other Options are Incorrect:

* A and C: It is impractical to completely eliminate inherent or residual fraud risks.

* B: Residual risk should be lower than inherent risk, but controls aim for significant reduction

R RE #163
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