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R RE #224
Undisclosed payments made by vendors to employees of purchasing companies are referred to as:

A. Kickbacks

B. None of the above
C. Presolicitation

D. Bid-rigging

ER: A
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Detailed Explanation:

* Rationale for Correct Answer:Kickbacks are undisclosed payments made by vendors to employees of purchasing companies to
secure favorable treatment. They are a classic form of bribery under the corruption classification of the Fraud Tree.

* Analysis of Incorrect Options:

* A. Bid-rigging - Involves collusion among bidders, not secret payments.

* C. Presolicitation - A phase in procurement fraud, not the scheme itself.

* D. None of the above - Incorrect, as kickbacks are the precise answer.

* Key Concept:Kickbacks - secret vendor payments for favorable purchasing treatment.

Reference:ACFE Fraud Examiners Manual (2020 International Edition), Corruption - Kickback Schemes.

8 #225
Asset misappropriations have an effect on the liabilities and do also have an indirect effect on the equity account.

o A True
e B. False

ZX: B

R RE #226
corrupt employees can cause nventory to be fraudulently delivered to themmselves or acconmplices.

A. False credit slip

B. False packing slip

C. False shipping slip

D. Fraudulent inventory slip
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PRI #227

Georgina works for TAK Intelligence, a competitive intelligence firm. She is tasked with gathering intelligence about ERO Corp., a
competitor of one of TAK''s clients. To gather the intelligence, Georgina poses as a customer and contacts ERO. She then elicits
sensitive information from an ERO enmployee.

Georgina's approach is an example of

e A. Scavenging

e B. Baiting

e C. Human ntelligence

e D. Open-source mtelligence

ZER: C

fE R A -

Comprehensive and Detailed Explanation From the ACFE Fraud Examiners Manual Why the correct answer is Human Intelligence
The ACFE Fraud Examiners Manual, in the section on fraud examination tools and intelligence gathering, discusses methods of
obtamning information from individuals. One of the recognized methods is Human Intelligence (HUMINT).

The Manual explains that human intelligence gathering nvolves:

Collecting information directly from people-often through conversation, elicitation, or interviews- sometimes while using a pretext to
encourage the target to disclose information.

In this scenario:

* (Georgina poses as a customrer (a pretext),

* Contacts an employee of ERO Corp., and

* Elicits sensitive information directly from that individual.

This aligns perfectly with the definition of human intelligence gathering-information obtained directly from human sources, often under
false pretenses.

Why the other options are incorrect

B). Scavenging - Incorrect



The Manual describes scavenging as:

Obtaining information by searching for discarded documents or materials, such as in trash or recycling bins.

Georgina is not going through discarded materials; she is speaking directly with an employee.

C). Baiting - Incorrect

Baiting typically refers to:

Enticing someone with something of value to trick them into taking an action, often involving malware- infected media or fraudulent
offers.

Georgina is not offering anything or luring the employee with incentives.

D). Open-source intelligence - Incorrect

Open-source intelligence (OSINT) refers to gathering information from:

Publicly available sources such as websites, publications, databases, or social media.

Georgina is not using public sources; she is actively eliciting confidential information from a person under false pretenses.
ACFE Manual References

The concepts used in this answer derive from the Fraud Examiners Manual (2020 International Edition), including:

* Human intelligence and data collection techniques

* Scavenging as an investigative method

* Baiting schemes

* Open-source intelligence descriptions

[ RE #228

Not having any accounts receivable that are overdue is a common red flag of fictitious revenue schemes.

o A True
e B. False

ER: A

fE AR A«

Detailed Explanation:

* Rationale for Correct Answer:In fictitious revenue schemes, sales are recorded that never occurred.

Because no actual customers exist, there will be no late or overdue accounts receivable. The Fraud Examiners Manual (2020) notes
that unusually clean receivables aging reports-i.e., no overdue balances-can be a red flag of revenue manipulation.

* Analysis of Incorrect Option:

* B. False - Incorrect; the absence of overdue receivables is indeed suspicious and aligns with fictitious revenue fraud.

* Key Concept: Financial statement fraud red flags - fictitious revenues.

Reference: ACFE Fraud Examiners Manual (2020), Financial Statement Fraud: Fictitious Revenues.
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