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Persuasive evidence of an arrangement does not exist when:

e A Capitalized expenses and Liabilities will not be up to satisfied level
¢ B. No written or verbal agreement exists.
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¢ (. Timings not meet properly.
¢ D. Revenue and corresponding expenses don't match each other.
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Detailed Explanation:

* Rationale for Correct Answer:According to SAB 104, revenue recognition requires persuasive evidence of an arrangement. This
does not exist if there is no written contract, purchase order, or verbal agreement supporting the transaction.

* Analysis of Incorrect Options:

* A. Revenue and expenses don't match - Violates matching principle, not persuasive evidence.

* C. Timings not meet properly - Refers to delivery/performance, not evidence of arrangement.

* D. Capitalized expenses and liabilities - Irrelevant to revenue recognition.

* Key Concept:Revenue recognition requirenment: Persuasive evidence of an arrangement.

Reference:ACFE Fraud Examiners Manual (2020 International Edition), Financial Statement Fraud - Revenue Recognition
Standards (SAB 104).

i RE #194
After a government health care program pays for Marco's appendectomy, he files a claim for reimbursement under his private

msurance policy for the same procedure. Which type of patient-perpetrated health care fraud scheme is Marco MOST LIKELY
committing?

A. Multiple clains scheme

B. Ineligble claimants scheme
C. Misrepresentations scheme
D. Fictitious clains scheme
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Explanation/Reference: https//www.acfe.convfraud-101.aspx

PRI #195
Organizations that had external audits actually had higher median losses and longer-lasting fraud schemes than those organizations
that were not audited.

e A False
e B. True
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Detailed Explanation:

* Rationale for Correct Answer:This statement is True. ACFE research shows that external audits, while valuable, are generally not
effective at detecting fraud quickly. Organizations with only external audits often experience higher median losses and longer-lasting
schemes compared to those with stronger internal controls and fraud-specific detection mechanisms. External audits are not designed
to catch fraud; their focus is on financial statement accuracy.

* Key Concept:Effectiveness of External Audits in fraud detection versus prevention and internal controls.

Reference:ACFE Fraud Examiners Manual (2020 International Edition), Fraud Prevention and Detection - Effectiveness of External
Audits.
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The most common method of detection in corruption cases is:

A. Tips

B. By accident

C. Internal audits
D. Internal controls
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Detailed Explanation:

* Rationale for Correct Answer:According to ACFE's Report to the Nations and the Fraud Examiners Manual, tips are the most
common method of detecting corruption cases. Employees, vendors, or custommers often report suspicious activity via hotlines or
whistleblowing mechanisirs.

* Analysis of Incorrect Options:

* A. Internal audits - Helpful but less common as the mnitial detection method.

* B. Internal controls - Preventive, not the primary detection source.

* D. By accident - Can occur, but far less common than tips.

* Key Concept:Tips/whistleblowing as the primary detection method for corruption.

Reference:ACFE Fraud Examiners Manual (2020 International Edition), Corruption - Detection of Corruption Schemes; ACFE
Report to the Nations.
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Physical assets including and are the most commonly misappropriated noncash asset in our study.

A. Sales & Equipment

B. Interest & Collusion

C. Inventory & Equipment
D. Inventory & Purchase
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