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ACFE Certified Fraud Examiner - Fraud Prevention and Deterrence Exam
Sample Questions (Q104-Q109):
NEW QUESTION # 104 
In the area of criminological theory, deterrence is the theory that tries to prevenl crime by using the threat of criminal sanctions.

A. False
B. True

Answer: B

NEW QUESTION # 105 
Which of the following statements is TRUE regarding how fraud examiners should exercise professional skepticism during a fraud
examination engagement?

A. Professional skepticism involves maintaining a mindset that no fraud has occurred
B. Professional skepticism means beginning all assignments with the belief that something is amiss.
C. Fraud examiners should form the engagement hypothesis without regard to the available preliminary information.
D. Fraud examiners should not relax their skeptical attitudes under any circumstances.

Answer: D

NEW QUESTION # 106 
Management at ABC Corp. is assessing the company's ethical tone and how it affects the organization's fraud risk. To most
effectively reinforce an anti-fraud culture, management should:

A. Create an environment in which employees feel safe challenging management's decisions
B. All of the above
C. implement two separate sets of ethics policies, one for management and one for employees
D. Use a checklist of initiatives to make sure all the elements of a strong tone at the top are in place

Answer: A

Explanation:
* Reinforcing an Anti-Fraud Culture:A strong ethical tone at the top is crucial to reducing fraud risk.
Employees must feel empowered to report concerns without fear of retaliation.
* Analysis of Options:
* A. Using a checklist: While useful, it is not sufficient alone to instill an anti-fraud culture.
* C. Separate ethics policies: A unified ethical standard for all employees fosters trust and consistency.
* B. Safe environment for challenges: This is the most effective method as it promotes transparency, accountability, and
whistleblowing.
* Conclusion:Creating a safe and open environment for employees to challenge management's decisions is the most impactful action.
References:ACFE's guidelines on ethical culture and fraud prevention.

NEW QUESTION # 107 
Which of the following is TRUE regarding the internal audit function's reporting responsibilities pertaining to fraud?

A. The internal audit function should not disclose the results of its fraud audits to senior management or the board of directors
in order to maintain independence.
B. The internal audit function should discuss how and when to report fraud-related issues with senior management and the
board of directors before such issues arise.
C. The internal audit function is permitted, but not required, to periodically report about the organization's fraud risks to senior
management and the board of directors.



D. The internal audit function is not permitted to communicate with the board of directors about fraud, as that is the
responsibility of external auditors.

Answer: B

Explanation:
* Internal Audit Reporting Responsibilities:
* Internal audit must maintain open communication with senior management and the board to ensure appropriate handling of fraud-
related issues.
* Establishing reporting protocols in advance ensures timely and consistent responses when fraud occurs.
* Analysis of Other Options:
* B. Periodic reporting is optional: Reporting fraud risks is a required responsibility.
* C. Non-disclosure: Fails to fulfill the role of internal audit in governance and accountability.
* D. No communication with the board: Misrepresents the internal audit's role in fraud oversight.
* Conclusion:Discussing reporting protocols proactively with senior management and the board is the correct approach.
References:ACFE guidelines and internal audit reporting standards.

NEW QUESTION # 108 
For its compliance program to be effective, an organization must promote the program through appropriate incentives for
compliance.

A. False
B. True

Answer: B

Explanation:
* Overview of Compliance Programs:An effective compliance program requires clear communication, enforcement, and promotion
of ethical standards within an organization. Promoting compliance involves setting up positive incentives, such as rewards for ethical
behavior, to encourage adherence to policies and regulations.
* Role of Incentives:
* Incentives serve as motivators for employees to align with the compliance culture. Examples include bonuses for meeting
compliance goals, recognition for ethical behavior, and career advancement opportunities tied to compliance performance.
* The U.S. Federal Sentencing Guidelines for Organizations emphasize that for a compliance program to be effective, it must include
incentives to encourage proper behavior and discipline to deter violations.
* Supporting Reference Materials:
* The Association of Certified Fraud Examiners (ACFE) highlights the importance of integrating incentives into compliance
programs. These incentives are seen as essential for fostering a culture of ethics and preventing fraud.
* Industry standards and frameworks, such as COSO's "Internal Control - Integrated Framework," also stress the integration of
incentives to promote adherence to internal controls and compliance standards.
* Importance of Positive Reinforcement:
* Positive reinforcement through incentives leads to higher employee morale, enhanced commitment to ethical practices, and a
reduced likelihood of non-compliance.
* A compliance program that merely penalizes non-compliance without rewarding adherence can fail to motivate employees to
prioritize compliance.
* Application in Fraud Prevention:
* By actively incentivizing compliance, organizations can proactively mitigate risks of fraud and unethical practices. This aligns
employees' personal goals with the organization's ethical standards.
References:
* ACFE's Fraud Prevention Guidelines.
* COSO Framework for Internal Controls.
* Relevant sections from Auditor Essentials and Excel for Auditors supporting the implementation of compliance measures.
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