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Which of'the following is a common red flag of procurement fraud schemes nvolving collusion among contractors?

A. Bid prices decline when a new contractor enters the competition.
B. More competitors than usual submit bids on a project or product.
C. All contractors submit bids that are consistently low.

D. The winning bidder does not subcontract any work to a third party.
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HE #69
Delivery has not occurred or services have not been rendered when:

A. Neither A nor B

B. A written order exists but contains a right of return.

C.BothA & B

D. Until installation and custorer testing and acceptance has occurred.

02
m

: B

AR #70
Which of the following is NOT a justifiable reason to depart from generally accepted accounting principles (GAAP)?

A. A transaction is considered immaterial and therefore irrelevant to the accurate interpretation of financial statements.
B. The application of GAAP could produce misleading financial statements.

C. The expected costs associated with following GAAP would exceed the expected benefits of compliance.

D. It is likely that assets would be understated and liabilities would be overstated.
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HE#7
When expenses used to produce income-all of them+should be matched in a consistent manner against that incore, this is referred
to:

A. Financial record

B. Expense

C. Accrual basis accounting

D. Equity
HE. C

=L=F

Detailed Explanation:

* Rationale for Correct Answer:Accrual basis accounting requires revenues and related expenses to be recorded in the same
accounting period. This is known as the matching principle, ensuring accurate measurement of income.

* Analysis of Incorrect Options:

* A. Equity - Not relevant to matching expenses.

* C. Expense - A category of cost, not a principle.

* D. Financial record - Too general.

* Key Concept:Accrual Accounting & Matching Principle.

Reference:ACFE Fraud Examiners Manual (2020 International Edition), Accounting Concepts - Accrual Accounting and Matching
Principle.

BEE#T2
Which of the following is TRUE regarding accrual-basis accounting?

e A The accrual method focuses on tracking a company's current cash flow.



¢ B. Revenues are generally recognized when services are rendered to a customer.
e C. Accrual-basis accounting is sinpler to use than cash-basis accounting.
¢ D. Expenses are recorded in the accounting system as soon as they are paid.

He: A
ME:

Explanation/Reference: https//www.accountingtools.convarticles/what-is-the-accrual-basis-of-accounting. html
Adavantages o1 ACCrual Basis Accounting

The accrual basis of accounting tends to provide more even recognition of
revenues and expenses over time, and so is considered by investors to be the most
valid accounting system for ascertaining the results of operations, financial position,
and cash flows of a business. In particular, it supports the matching principle, under
which revenues and all related expenses are to be recafded Within the same
reporting period; by doing so, it shouid be possiblefio Se€ the full extent of the
profits and losses associated with specific husingss transactions within a single

reporting period.

G AGEE: | .
Disadyamtageas af Acérual Basis of Accounting

I Fraud xS0 %
A significant failing of the accrual basis of accounting is that it can indicate the
presence of profits, even though the associated cash inflows have not yet
occurred. The result can be a supposedly profitable entity that is starved for cash,
and which may therefore go bankrupt despite its reported level of profitability.
Consequently, you should pay attention to the statement of cash flows of a
business, which indicates the flows of cash into and out of a business.
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