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CFE Financial Transactions and Fraud Schemes Free
Practice Questions: The ACFE CFE (Certified Fraud
Examiner) Exam is a rigorous examination that tesls the
knowledge and skills of professionals in the anti-fraud
profession. The exam consists of four parts, with one part
focusing on financial transactions and fraud schemes. To pass
this part of the exam, candidates must have a solid
understanding of financial transactions and the different types
of fraud schemes that exist. CFE Financial Transactions and
Fraud Schemes Free Practice Questions will provide free
practice questions for this section of the exam and outline the
benefits of using practice questions to help you prepare for the
CFE exam.

Benefits of Using Practice Questions

e Assess Your Knowledge - Practice questions allow you (o
assess your knowledge of the subject matter and identily
areas where you need to improve,

¢ Familiarize Yourself with the Exam Format - Practice
questions provide an oppartunity to become familiar with
the format and structure of the exam.

# Increase Your Confidence - Consistent practice with
practice questions can help boost your confidence and
reduce exam anxiety.
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I RE (Q101-Q106):

R #101
According to Hollinger and Clark, for policy development, management must pay attention to:

A. Enforcement of sanctions

B. A clear understanding regarding theft behavior
C. Neither A nor B

D.BothA & B

IEf#: D

R -

Detailed Explanation:

* Rationale for Correct Answer:Hollinger and Clark's research emphasized that management policy should focus on: (1) developing
a clear understanding of theft behavior and its causes, and (2) enforcing sanctions consistently. Both are necessary to reduce
employee deviance and occupational fraud. Thus, C). Both A & B is correct.

* Key Concept:Hollinger-Clark Study - policy implications for managing employee theft.

Reference:ACFE Fraud Examiners Manual (2020 International Edition), Fraud Theory - Hollinger-Clark Research Findings.

H #102
Which of'the following statements regarding financial statement disclosures is TRUE?

¢ A. Changes in accounting principles must be disclosed in the financial statements.

¢ B. Events occurring after the close of the reporting period that might significantly affect the financial statements do not need to
be disclosed.

¢ (. Management must disclose potential losses from ongoing litigation even when it is unlikely that the related lability will result
in a future obligation.

¢ D. All information relating to the company must be disclosed in the financial statements, regardless of materiality.

EfE: A

R -

Detailed Explanation:

* Rationale for Correct Answer:Per generally accepted accounting principles, changes in accounting principles must be disclosed in
the financial statements to ensure comparability and transparency. The ACFE notes that disclosures are critical to prevent misleading
users of financial staterments.

* Analysis of Incorrect Options:

* A. Subsequent events - Material subsequent events must be disclosed; this statement is false.

* B. Contingent losses - Only probable and reasonably estimable losses must be disclosed. If unlikely, no disclosure is required.

* C. All nformation - Only material information requires disclosure.

* Key Concept: Disclosure requirements in financial reporting,

Reference: ACFE Fraud Examiners Manual (2020), Financial Statement Fraud: Accounting Principles and Disclosures.
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HH #103
should be examined to see that all are properly documented and that inappropriate payments have not been made to

employees.

A. Payable checks
B. counterfeit checks
C. Cash advances
D. Payable cash

Ef#: C

R #104

Joe's automobile insurance policy expired in June. In August, Joe was involved in an automobile accident, and his vehicle was
severely damaged. After the accident, Joe contacted his insurance company and reinstated the policy. In September, Joe then
submitted a claim with a September accident date for the damages that occurred to his vehicle in August. Joe has engaged in which
of the following insurance schemes?

e A. Past posting

¢ B. Vehicle repair

e C. Inflated damages
e D. Staged accident

EfE: A
R :
Detailed Explanation:

* Rationale for Correct Answer: Past posting occurs when an insured reinstates or purchases insurance coverage after a loss has
already occurred and then submits a false claim, backdating the loss to appear covered. Joe's scheme fits this exactly.

* Analysis of Incorrect Options:

* A. Staged accident - Fraudulent accidents deliberately caused, not applicable here.

* B. Inflated damages - Exaggerating actual losses, not retroactive coverage.

* D. Vehicle repair - General claim fraud, but not the scheme in question.

* Key Concept: Insurance fraud - past posting schemes.

Reference: ACFE Manual, Financial Transactions - Insurance Fraud Schemes.

ER #105
"Anticipate possible losses and omit potential profits", this results in:

A. Asymmetrical accounting
B. Bearing accounting

C. Playing accounting

D. Symmetrical accounting

IEf#: A

AR :

Detailed Explanation:

* Rationale for Correct Answer:This description reflects asymmetrical accounting, which is based on the conservatism principle.
Possible losses are recorded, but potential gains are omitted until realized.

This creates an asymimetry in recognizing losses versus gains.

* Analysis of Incorrect Options:

* B. Symmetrical accounting - Would recognize gains and losses equally, contrary to conservatism

* C. Playing accounting - Fraud scheme, not a principle.

* D. Bearing accounting - Not a recognized concept.

* Key Concept:Asymmetry in accounting - conservative recognition of losses versus gains.

Reference:ACFE Fraud Examiners Manual (2020 International Edition), Accounting Concepts - Conservatism and Asymmetric
Accounting,
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