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B #249

Blue, a Certified Fraud Examiner (CFE). had an ethical dilemma regarding the contract governing one of his professional
engagements. Which of the following sources of guidance would be considered the lowest level of reference to help Blue in
determining the most ethical course of action?
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A. Contract law

B. Moral philosophical principles

C. The ACFE Code of Professional Ethics

D. The handling of similar situations by individuals he respects

F
B

: D

A #250

Susannah Is conducting an external audit of a company In a jurisdiction that is subject to International Standards on Auditing (ISAs).
While undertaking her audit procedures, she discovers evidence that senior management has been fraudulently manipulating the
financial statements. Which of the following is Susannah

's BEST response to these findings?

A. Susannah should Immediately report her findings to the secunties regulators

B. Susannah should report her findings to the audit committee of the board of directors.

C. Susannah should confront management with her audit findings and try to get a confession.
D. Susannah should not disclose her findings to any other parties due to client confidentiality.

Ef#: B

R -

Fraud Discovered During an Audit:

Under ISAs, auditors must communicate findings of fraud to the appropriate governance body, such as the audit committee or board
of directors.

This ensures accountability and allows the organization to take appropriate remedial action.

Analysis of Other Options:

A). Confront management:This could compromise the nvestigation and is not the auditor ' s role.

B). Report to regulators:;Not immediately required unless legal reporting obligations apply.

D). Confidentiality:Confidentiality rules allow commumnication with governance bodies as part of the audit process.
Conclusion:Reporting findings to the audit committee aligns with ISA requirements and best practices.
References:International Standards on Auditing (ISA) 240: Auditor ' s Responsibilities Relating to Fraud.

HM #251
According to professional auditing standards, auditors should do which of the following as part of addressing the assessed risks of
material misstatement due to fraud i the financial statements?

A. Incorporate an element of predictability in the selection of auditing procedures to be performed

B. Disregard the entity's selection and application of accounting policies concerning complex transactions

C. Consider the knowledge, skill, and ability levels of the individuals who are assigned significant audit responsibilities
D. All of the above

EfE: A

HR #252

Benjamin, a Certified Fraud Examiner (CFE). was contacted regarding an engagement to investigate a complex money laundering
case spanning numerous international jurisdictions and nvolving multiple cutting-edge technologies. Benjamin had previously attended
a seminar on investigating money laundering schemes, but he had no other training or experience in such cases. However, he
accepted the engagement and chose to conduct the work himself. Benjamin's conduct would likely be a violation of the ACFE Code
of Professional Ethics.

o A. True
e B. False

EfE: A

R #253



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

A. Elena should suspend the audit and begin a new audit focused on the internal controls
B. Elena should report the findings in writing to the appropriate law enforcement agencies.
C. Elena should work independently to correct the underlying internal control deficiency.
D. Elena should provide a written commumnication about the findings to senior management.

Ef#: D

TR

* Responsibilities of an External Auditor:

* When significant internal control deficiencies are discovered, the auditor is required to report them to senior management and,
where appropriate, the audit committee.

* The purpose is to ensure that the organization is informed of the risks and can take corrective actions.

* Analysis of Other Options:

* A. Suspend the audit: Not required under auditing standards.

* B. Report to law enforcement: Only if fraud or illegal activities are confirmed, which is not implied here.

* D. Correct deficiencies independently: This is beyond the auditor's scope of responsibilities.

* ConclusionThe correct response is to provide a written commumnication about the findings to senior management.
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