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R 8 #227
Which of'the following ratios can be used to assess a company's ability to meet sudden cash requirements?

e A, Asset turnover ratio
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e B. Receivable turnover ratio
e C. Quick ratio
¢ D. Debt-to-equity ratio

BER: A

it RE S -
Explanation/Reference: https//www.investopedia.convask/answers/0622 1 5/what-are- financial-risk-ratios-and-how-are-they-used-
measure-risk.asp

i RE #228
By what accountant means that the financial figures presented by the company are at least as much as reflected in the statements, if
not more.

A. Conservatism

B. Misappropriations
C. Fraudulent statement
D. Matching

ER: A

i RE B -

Detailed Explanation:

* Rationale for Correct Answer:The conservatism principle in accounting means that financial statements should not overstate assets
or income and should anticipate possible losses. Thus, the amounts shown should be at least as much as reflected, if not more. This
ensures users are not misled by overly optimistic figures.

* Analysis of Incorrect Options:

* A. Fraudulent statement - Involves intentional misrepresentation, not a principle of accounting,

* B. Misappropriations - Theft of assets, unrelated to valuation principles.

* D. Matching - Refers to aligning expenses with related revenues, not conservatism

* Key Concept:Conservatism principle - caution in financial reporting,

Reference:ACFE Fraud Examiners Manual (2020 International Edition), Accounting Concepts - Conservatism in GAAP.

R R #229
When situational pressures and perceived opportunities are low and personal integrity is high, occupational fraud is much more likely
to occur than when the opposite is true.

o A False
e B. True

BEER: A

fEERE B«

Detailed Explanation:

* Rationale for Correct Answer:The statement is false. Cressey's fraud triangle and Albrecht's fraud scale both emphasize that fraud
is more likely when pressures are high, opportunities are present, and integrity is low. Conversely, when pressure and opportunity
are low and integrity is high, the likelihood of fraud is greatly reduced.

* Analysis of Incorrect Options:

* A. True - Incorrect, it directly contradicts the fraud triangle and fraud scale models.

* B. False - Correct, because under the conditions stated, fraud occurrence is less likely.

* Key Concept:Fraud Scale Variables - Pressure, Opportunity, Integrity.

Reference:ACFE Fraud Examiners Manual (2020 International Edition), Fraud Theory - The Fraud Triangle and Fraud Scale.

PR #230
Revenue is recognized when it is:

e A Realized and Earned
e B. Realized and Evidenced



e (. All of the above
e D, Fictitious and Earned

BE&R: A

iR #231
Which of'the following is a method that might be used to fraudulently overstate the inventory balance?

A. Recording an allowance for sales returns

B. Failing to write off obsolete nventory

C. Failing to record bad debt expense

D. Applying the lower of cost or net realizable value

EX: B

Bt REES B -

Detailed Explanation:

* Rationale for Correct Answer: Failing to write off obsolete inventory inflates reported nventory, overstating assets and potentially
net income. Fraudsters may leave unusable goods on the books to make financial statements appear stronger.

* Analysis of Incorrect Options:

* A - An allowance for sales returns relates to revenue recognition, not inventory overstatement.

* B - Relates to accounts receivable, not inventory.

* C - Applying lower of cost or NRV reduces inventory to fair value, not overstates it.

* Key Concept: Overstating assets through improper mnventory valuation.

Reference: ACFE Manual, Financial Statement Fraud - Inventory Manipulation.
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