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Instructions: Before you start a section of the CPE Final Exam, complete the 
corresponding section of this Supplementary Study Packet. Do NOT submit 
answers to the Review Questions.  
 

Purpose: To provide an interactive learning experience. 
 

 

OUTLINE:  (Page numbers below refer to the first page of each article in the printed version of the JoA.) 

 

Sections I –V Relate to the Journal of Accountancy of January 2011  

 

Section I. Checklist: Divorce Settlement Issues (Page 20) 

Section II. Tax Season Brings New Twists (Page 24) 

Section III. New Investment Adviser Requirements of the Dodd-Frank Act: What CPAs Should Know (Page 34) 

Section IV. SEC Guidance on Disclosure Related to Climate Change (Page 42) 

Section V. Taking the “Sting” Out of S Corporations’ Earnings and Profits (Page 48) 

 

Sections VI – IX Relate to the Journal of Accountancy of  February 2011: 

 

Section VI. Dashboard Your Scorecard, (Page 20) 

Section VII. Increase Productivity with Multiple Monitors, (Page 28) 

Section VIII. Standards Overseer To Consider Proposal for Private Company Financial Reporting, (Page 34) 

Section IX. Ponzi-Scheme Losses: Indirect Investor and State Tax Issues, (Page 46) 

 

Sections X - XIII Relate to the Journal of Accountancy of March 2011: 

 

Section X. Scenario Planning: Navigating through Today’s Uncertain World (Page 22) 

Section XI. Act 2 for Business Tax Incentives, (Page 28) 

Section XII. How To Land an SBA Loan (P. 34) 

Section XIII. Tax Practice Corner: Motor Fuel Tax Refund for Off-Road Use, (Page 52) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Section I: Checklist: Divorce Settlement Issues (January 2011 JoA, Page 20)  

 

Section I. Assignment:  

1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our objectives. 

2. Answer our Review Questions that have been designed to provide an interactive learning experience. 

3. Study the Solutions and Suggested Responses to the Review Questions. 

4. Answer Final Exam questions 1 through 2. 

 

Section I. Objectives: 

1. To describe briefly several critical tax and financial planning issues associated with divorce settlement issues. 

2. To describe briefly the need to review current and prior tax filings, innocent spouse issues, and estate documents. 

3. To describe briefly planning for Social Security benefits in a divorce settlement and afterwards. 

 

Section I. Review Questions: 

1. Divorce settlement planning can involve: 

a. Social Security benefits. 

b. Updating estate documents. 

c. Alimony recapture. 

d. All of the above. 

e. None of the above. 

 

2. True/False?  There are income tax implications associated with distributions from a qualified retirement account 

when the payments are made under a qualified domestic relations order. 

a. True.      b. False. 

 

Section I.  Solutions and Suggested Responses to Review Questions: 

 

Section I. Solutions and Suggested Responses to Review Questions: 

 

Review Question 1. (Please see Page 20 of  January JoA.) 

a. Incorrect. Other choices are true as well. 

b. Incorrect. Other choices are true as well. 

c. Incorrect. Other choices are true as well. 

d. Correct. Divorce settlement planning can involve Social Security benefits, updating estate documents, alimony 

recapture and even other areas. 

e. Incorrect. Each of the three areas can come into play. 

 

Review Question 2. (Please see page 20 of January JoA.) 

a. True is correct. This is an area with potential for advantageous tax planning. 

b. False is incorrect.  Knowledge is power here. 

 

 

=================================== End of Section I 

 

 

REFERRAL INCENTIVE PROGRAM - WE’LL PAY YOU FOR REFERRING NEW QUALIFYING CUSTOMERS: 

 

Receive $10 for each new customer you refer to us. For every new qualifying customer who pays for an exam and mentions your 

name, we’ll send you a check for $10. It’s as simple as that. We welcome any questions by either phone or email. 

 

 

 

 

 

 

 

 

 

 

 

 



Section II. Tax Season Brings New Twists (January 2011 JoA, Page 24) 

 

Section II. Assignment: 

 1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our objectives. 

2. Answer our Review Questions that have been designed to provide an interactive learning experience. 

3. Study the Solutions and Suggested Responses to the Review Questions. 

4. Answer Final Exam questions 3 through 8. 

 

Section II. Objectives: 

1. To describe the preparer tax identification number  requirements. 

2. To describe the e-filing requirements and identify preparers who are affected. 

3. To describe business provisions of: 

a. Uncertain tax provisions. 

b. Small business health care tax credit. 

c. Hiring incentives. 

d. Increased Section 179 and business depreciation. 

e. Full exclusion from gain on sale of small business stock. 

f. Higher deductibility of startup expenses. 

 

Section II. Review Questions: 

1. True/False? All tax return preparers will be subject to discipline under Section 230. 

a. True.     b. False. 

2. True/False? The PTIN program is voluntary. 

a. True.     b. False. 

3. True/False? The IRS does not require any tax preparer to e-file. 

a. True.     b. False. 

4. True/False? Starting with the 2010 tax year, corporations with total assets of $100 million or more must file 

Schedule UTP to report their uncertain tax positions. 

a. True.     b. False. 

5. True/False? The Small Business Jobs Act replaced bonus depreciation with a more generous section 179 

deduction.. 

a. True.     b. False. 

 

Section II. Solutions and Suggested Responses to Review Questions: 

 

Review Question 1. (Please see Pp. 24 and 25 of January JoA.) 

a. True is correct. All CPAs, enrolled agents as well as unenrolled agents are subject to discipline. 

b. False is incorrect. Under Circular 230, the IRS has the authority to discipline enrolled agents, unenrolled agents as 

well as CPAs. 

 

Review Question 2. (Please see P. 25 of January JoA.) 

a. True is incorrect. The PTIN program is obligatory and not voluntary. 

b. False is correct. The PTIN program is not voluntary and carries penalties for failure to comply. 

 

Review Question 3. (Please see P. 26 of January JoA.) 

a. True is incorrect. Although return preparers who only anticipate filing fewer than 100 federal individual or trust 

returns during 2011 are not required to e-file them, others are required to e-file. 

b. False is correct. Return preparers who anticipate filing 100 or more federal individual or trust returns during 

2011 are required to e-file them. 

 

Review Question 4. (Please see P. 26 of January JoA.) 

a. True is correct. Corporations with total assets of $100 million or more must file Schedule UTP to report their 

uncertain tax positions, starting with 2010 tax years. 

b. False is incorrect. Although corporations must still briefly describe each position for which they have recorded a 

reserve on financial statements, the description need not include the position’s rationale and nature of uncertainty. 

 

Review Question 5. (Please see P. 27 of January JoA.) 

a. True is incorrect. While the Jobs Act did increase the section 179 maximum deduction, it did not end any of the 

benefits of the bonus depreciation program. 

b. False is correct. First-year 50%  depreciation has been extended to apply to property acquired and placed in 

service in 2010 and 2011 for certain long-lived and transportation property. 

=================================== End of Section II. 



Section III. New Investment Adviser Requirements of the Dodd-Frank Act: What CPAs Should Know 

(January 2011  JoA, Page 34) 

 

Section III. Assignment:  

1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our objectives. 

2. Answer our Review Questions that have been designed to provide an interactive learning experience. 

3. Study the Solutions and Suggested Responses to the Review Questions. 

4. Answer Final Exam questions 9 through 12. 

 

Section III. Objectives: 

1. To describe the changes in the Dodd-Frank Wall Street Reform and Consumer Protection Act will affect CPA 

financial advisers. 

2. To describe CPAs’ exclusion from registration for services “solely incidental” to accountancy and how may 

continue to do so.” 

3. To describe how “family offices” generally are not required to register as investment advisers. 

4. To describe changes in the eligibility threshold for SEC registration. 

 

Section III. Review Questions: 

1.True/False? The new act will result in an immediate increase the number of investment advisers required to 

register with the SEC. 

a. True.     b. False. 

 

2. True/False? The Reform Act will require many investment advisers with assets of less than $100 million to drop 

their SEC registrations. 

a. True.     b. False. 

 

3. True/False? The Reform Act eliminated the “solely incidental” exclusion for accountants and other professionals. 

a. True.     b. False. 

 

4. True/False? The Reform Act prohibits investment advisers from charging any client performance-based fees for 

managing portfolios. 

a. True.     b. False. 

 

Section III. Solutions and Suggested Responses to Review Questions: 

 

Review Question 1. (Please see P. 35 of January JoA.) 

a. True is incorrect. Because the Reform Act raised the eligibility threshold for SEC registration, many advisers will 

no longer be eligible to register with the SEC and will consequently be required to switch to state registration.. 

b. False is correct. Smaller funds (i.e., those with less than $100 million under management) will no longer have the 

option of registering with the SEC and will instead be required to register with states. 

 

Review Question 2. (Please see P. 35.) 

a. True is correct. Not only will new investment advisers with less than $100 million under management not be 

eligible to register with the SEC, many existing advisers will have to drop their SEC registration. 

b. False is incorrect. The goal is to redirect the SEC’s resources to monitor activities of the larger firms. 

 

Review Question 3. (Please see P. 37.) 

a. True is incorrect. The “solely incidental” exclusion for accounts and other professionals remains. 

b. False is correct. The exclusion  for accountants and other professional service providers remains unchanged by 

the Reform Act. However, a CPA or CPA firm that “holds itself out” as a financial planner or financial adviser 

cannot use the solely incidental exclusion. 

 

Review Question 4. (Please see P. 40.) 

a. True is incorrect. The Reform Act prohibits charging clients or investors performance-based fees, unless the client 

or investor is a “qualified client,” as defined. 

b. False is correct. While the Act prohibits charging clients or investors who are not “qualified” a performance-

based fee, the Act does not prohibit charging such a fee to qualified clients. 

 

------------------------------------------------------End of Section III. 

 

 

 



Section IV. SEC Guidance on Disclosure Related to Climate Change (January 2011 JoA, P. 42)  

 

Section IV. Assignment:  

1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our objectives. 

2. Answer our Review Questions that have been designed to provide an interactive learning experience. 

3. Study the Solutions and Suggested Responses to the Review Questions. 

4. Answer Final Exam questions 13 through 15. 

 

Section IV. Objectives: 

1. To describe the SEC’s Commission Guidance Regarding Disclosure Related to Climate Change. 

2. To describe disclosure in SEC filings affected by the SEC’s Guidance. 

3. To describe risks that can trigger a disclosure obligation. 

 

Section IV. Review Questions: 

1. True/False? The SEC’s Guidance is applicable to 10-K reports and pertinent SEC filings made after February 8, 

2010.  

a. True.      b. False. 

 

2. True/False? No disclosure is necessary unless management is able to estimate the ultimate cost of compliance. 

a. True.      b. False. 

 

3. True/False? Matters concerning climate change should become a critical component of a company’s internal 

control policies and procedures to ensure awareness is established throughout an organization. 

a. True.      b. False. 

 

Section IV. Solutions and Suggested Responses to Review Questions: 

 

Review Question 1. (Please see Page 42.) 

a. True is correct. The release is effective February 8, 2010, resulting in making it applicable to 10-K reports and 

pertinent SEC filings made after that date. 

b. False is incorrect.  The article includes sample disclosures from 10-K reports to illustrate how registrants have 

responded to the new guidance. 

 

Review Question 2. (Please see Page 44.) 

a. True is incorrect. Disclosure is required through discussion in the notes. 

b. False is correct. It is common not to be able to estimate the cost of compliance but disclosure is required in any 

case.  Please see the “Disclosure Example: Bob Evans Farms Inc.” on Page 44. 

 

Review Question 3. (Please see Page 47.) 

a. True is correct. Management now has the responsibility to step up efforts to monitor changes in the legislative 

and regulatory environment, install or upgrade data collection processes and procedures and assess the impact on 

their businesses and determine their disclosure obligations in this area. 

b. False is incorrect.  Management  has the responsibility to monitor the legislative background and to assess how 

changes impact the company’s operations. 

 

===================================== End of Section IV. 

 

 

 

 

 

REFERRAL INCENTIVE PROGRAM - WE’LL PAY YOU FOR REFERRING NEW QUALIFYING CUSTOMERS: 

 

Receive $10 for each new customer you refer to us. For every new qualifying customer who pays for an exam and mentions your 

name, we’ll send you a check for $10. It’s as simple as that. We welcome any questions by either phone or email. 

 

 

 

 

 

 



Section V. Taking the “Sting” Out of S Corporations’ Earnings and Profits (January 2011 JoA, Page 48) 

 

Section V. Assignment:  

1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our objectives. 

2. Answer our Review Questions that have been designed to provide an interactive learning experience. 

3. Study the Solutions and Suggested Responses to the Review Questions. 

4. Answer Final Exam questions 16 through 20. 

 

Section V. Objectives: 

1. To describe possible problems associated with S corporations’ earnings and profits and possible relief. 

2. To describe possible solutions to the possible problems introduced in the article. 

3. To describe how an S corporation may be able to make elections to avoid problems. 

 

Section V. Review Questions: 

1. True/False? An S corporation can produce earnings and profits (E&P). 

a. True.       b. False. 

 

2. True/False? The sting tax is assessed at the highest corporate marginal income tax rate. 

a. True.       b. False. 

 

3. True/False? A request to waive the passive investment income tax is made to the IRS National Office in 

Washington, DC. 

a. True.       b. False. 

 

4. True/False? Paying out E&P requires that an S corporation distribute cash to its shareholders. 

a. True.       b. False. 

 

5. True/False? A deemed distribution increases the stock basis of the shareholders. 

a. True.       b. False. 

 

Section V. Solutions and Suggested Responses to Review Questions: 

 

Review Question 1: (Please see Page 48.) 

a.  True is incorrect. Under current tax law, an S corporation cannot produce earnings and profits; only C 

corporations can.  

b. False is correct. If an S corporation was previously a C corporation, it may have accumulated E&P from years 

when it was a C corporation; E&P can also result from certain tax-free reorganizations with other corporations. 

 

Review Question 2: (Please see Page  48.) 

a. True is correct. If an S corporation has both E&P and excess passive investment income, some of the excess net 

passive investment income may be subject to the tax at the highest corporate income tax rate (currently 35%). 

b. False is incorrect. The tax is called the “sting tax” because of its high rate. 

 

Review Question 3. (Please see Pages 48 and 49.) 

a. True is incorrect. Relief from “inadvertent terminations” may be available by submitting a private letter ruling 

request to the IRS National Office in Washington but not the request to waive the passive investment income tax. 

b. False is correct. The request to waive the passive investment income tax is made to the IRS in the district where 

the Form 1120S was filed. 

 

Review Question 4. (Please see Page 50.) 

a. True is incorrect. While most methods of paying out E&P involves payment of cash, there are methods available 

that don’t require cash. 

b. False is correct.  There are at least two methods of paying out E&P don’t require the use of cash. 

 

Review Question 5. (Please see Page 51.) 

a. True is correct. Making a deemed dividend of E&P under Treas. Reg. Section 1.1368-1(f) (3) is also treated as a 

contribution of capital to the corporation, thereby increasing the stock basis of the shareholders. 

b. False is incorrect. Because the deemed distribution is considered to include a contribution of capital, the stock 

basis of the shareholders would be increased by the amount of the deemed distribution. 

 

========================================End of Section V. 

 



 

Section VI. Dashboard Your Scorecard (February 2011, JoA, Page 20) 

 

Section VI. Assignment:  

1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our objectives. 

2. Answer our Review Questions that have been designed to provide an interactive learning experience. 

3. Study the Solutions and Suggested Responses to the Review Questions. 

4. Answer Final Exam questions 21 through 25. 

 

Section VI. Objectives: 

1. To describe the creation and uses of Dashboard.  

2. To describe the processes of selecting scorecard measures, preparing data, creating a pivotTable, creating a pie 

chart, and how to double the analysis. 

3. to describe ho to gain additional insights into selected performance measures by drilling down into data for more 

detailed analysis. 

4. To describe how to update the update the dashboard. 

 

Section VI. Review Questions: 

1. True/False? Dashboard is a software product that is purchased separately from, and is compatible with, Excel. 

a. True.     b. False. 

 

2. True/False? Dashboards allow users to drill down into the data to get detailed performance statistics on units and 

subunits. 

a. True.     b. False. 

 

3. True/False? A dashboard can display a pie chart, stacked bar chart and column chart in one screenview. 

a. True.     b. False. 

 

4. Creating a combox  requires that the Developer tab be present in the Excel Ribbon. 

a. True.     b. False. 

 

5. True/False? The sparkline tool is present in Excel 2007. 

a. True.     b. False. 

 

Section VI. Solutions and Suggested Responses to Review Questions: 

 

Review Question 1: (Please see Page 21.) 

a. True is incorrect. Dashboard is now a feature included in newer versions of Microsoft Excel. 

b. False is correct.  Dashboard is not a separate product and does cannot be purchased separately from Excel. 

 

Review Question 2: (Please see Page 22.) 

a. True is correct. Dashboards allow users to drill down into the  most detailed data in the spreadsheets. 

b. False is incorrect. Users are limited only by the limitations of data in the spreadsheets themselves. 

 

Review Question 3. (Please see Page 22.) 

a. True is correct. A dashboard can be designed to include all of these charts at one time. 

b. False is incorrect. The dashboard is limited only by the designer’s preferences. 

 

Review Question 4. (Please see Page 24.) 

a. True is correct. If the Developer option box is not present, it can be added in either Excel 2007 or 2010. 

b. False is incorrect. Once the Developer tab has been added using the instructions in the article, a combo box can be 

added. 

 

Review Question 5. (Please see Page 26.) 

a. True is incorrect. Excel 2007 did not have the feature as it was not added until 2010. 

b. False is correct. The sparkline feature wasn’t added until the Excel 2010 version was released. 

 

====================================== End of Section VI.  

REFERRAL INCENTIVE PROGRAM - WE’LL PAY YOU FOR REFERRING NEW QUALIFYING CUSTOMERS: 

Receive $10 for each new customer you refer to us. For every new qualifying customer who pays for an exam and mentions your 

name, we’ll send you a check for $10. It’s as simple as that. We welcome any questions by either phone or email. 

 



Section VII. Increase Productivity with Multiple Monitors (February 2011, JoA, Page 28) 

 

Section VII. Assignment:  

1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our objectives. 

2. Answer our Review Questions that have been designed to provide an interactive learning experience. 

3. Study the Solutions and Suggested Responses to the Review Questions. 

4. Answer Final Exam questions 26 through 30. 

 

Section VII. Objectives: 

1. To describe reasons to use more than one computer monitor at a time. 

2. To describe factors to consider before adding computer monitors. 

3. To describe how to connect a second monitor to (a) laptops or netbooks and (b) desktop computers. 

4. To describe connecting a third or fourth monitor to your desktop. 

5. To describe setting up and configuring multiple monitors. 

 

Section VII. Review Questions: 

1. True/ False? The arrival of the paperless office is a key factor in the growth of multiple monitors. 

a. True.       b. False. 

 

2. True/False? In the author’s opinion, every CPA should use multiple monitors. 

a. True.      b. False. 

 

3. True/False? The most popular monitor size selected by CPAs who use multiple monitors is a 19-inch widescreen. 

a. True.      b. False. 

 

4. True/False? The author recommends that all monitors being used be the same size and be positioned at the same 

height. 

a. True.      b. False. 

 

5. True/False? Windows7 users can mix and match graphics cards. 

a. True.      b. False. 

 

Section VII. Solutions and Suggested Responses to Review Questions: 

 

Review Question 1: (Please see Page 29.) 

a. True is correct. An extra monitor or two help when data is paperless. 

b. False is incorrect. With less data available in paper form, an extra monitor makes accessing data easier. 

 

Review Question 2: (Please see Page 29.) 

a. True is incorrect. The cost for CPAs who only rarely use a computer or just to check email would exceed benefits. 

b. False is correct. Only CPAs who multitask, performing several computer tasks at once would significantly 

benefit. 

  

Review Question 3. (Please see Page 29.)  

a. True is incorrect. The reason this is incorrect is because the most popular size is not 19 inch, widescreen. 

b. False is correct. The most popular size is a 19 inch square, not widescreen. 

 

Review Question 4. (Please see Page 30.) 

a. True is correct. It is easier on the eyes to have all the monitors at the same height and the same size. 

b. False is incorrect. Surveys have shown that users have a preference for a common size at the same height. 

 

Review Question 5. (Please see Page 31). 

a. True is correct. Unlike other Microsoft operating systems,  Windows7 users don’t have to use the same graphics 

cards. 

b. False is incorrect.  Windows7 users can mix and match graphics cards. 

================================ End of Section VII. 

REFERRAL INCENTIVE PROGRAM - WE’LL PAY YOU FOR REFERRING NEW QUALIFYING CUSTOMERS: 

 

Receive $10 for each new customer you refer to us. For every new qualifying customer who pays for an exam and mentions your 

name, we’ll send you a check for $10. It’s as simple as that. We welcome any questions by either phone or email. 

 



Section VIII. Standards Overseer To Consider Proposal for Private Company Financial Reporting (February 

2011 JoA, Page 34)  

 

Section VIII. Assignment:  

1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our objectives. 

2. Answer our Review Questions that have been designed to provide an interactive learning experience. 

3. Study the Solutions and Suggested Responses to the Review Questions. 

4. Answer Final Exam questions 31 through 35. 

 

Section VIII. Objectives: 

1. To describe an anticipated report to the Financial Accounting Foundation that would recommend a new standard-

setting board that would establish exceptions and modifications to U.S. GAAP for private companies. 

2. To describe the composition of the proposed board and the funding of the program. 

3. To describe the mission of the proposed program. 

 

Section VIII. Review Questions: 

1. True/False? The mission of the proposed new board would include establishing exceptions and modifications to 

U.S. GAAP for private companies. 

a. True.      b. False. 

 

2. True/False? The proposed new board would operate independently and would not be subject to outside oversight. 

a. True.      b. False. 

 

3. True/False?  The panel has recommended a sunset period of ten years. 

a. True.      b. False. 

 

4. True/False? None of the panel members expressed interest in having an advisory group to express constituents’ 

views. 

a. True.      b. False. 

 

5. True/False? Funding for the proposed private company standard-setting board would come from fines for 

violations of the Dodd-Frank Act. 

a. True.      b. False. 

 

Section VIII. Solutions and Suggested Responses to Review Questions: 

 

Review Question 1: (Please see Page 34.) 

a. True is correct. The central mission would be to establish exceptions and modifications to U.S. GAAP. 

b. False is correct. The focus of the new board would be on specific needs of private companies. 

 

Review Question 2: (Please see Page 34.) 

a. True is incorrect. It would not be independent of the FAF. 

b. False is correct. Under the proposal, the new board would be subject to oversight of the FAF. 

 

Review Question 3: (Please see Page 34.) 

a. True is incorrect. Although the panel recommended a sunset period, it was less than ten years. 

b. False is correct. The panel recommended a sunset period of five years or less. 

 

Review Question 4: (Please see Page 34.)  

a. True is incorrect. While not in the final report, some members did express such interest. 

a. False is correct. Some of the panel members expressed interest in having an advisory group. 

 

Review Question 5: (Please see Page 34.) 

a. True is incorrect. There was no mention of funding from revenues from the Dodd-Frank Act. 

b. False is correct. Funding remains an unanswered question. 

 

==================================== End of Section VIII. 

REFERRAL INCENTIVE PROGRAM - WE’LL PAY YOU FOR REFERRING NEW QUALIFYING CUSTOMERS: 

 

Receive $10 for each new customer you refer to us. For every new qualifying customer who pays for an exam and mentions your 

name, we’ll send you a check for $10. It’s as simple as that. We welcome any questions by either phone or email. 



Section IX. Ponzi-Scheme Losses: Indirect Investor and State Tax Issues (February 2011, JoA, Page 46)  

 

Section IX. Assignment:  

1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our objectives. 

2. Answer our Review Questions that have been designed to provide an interactive learning experience. 

3. Study the Solutions and Suggested Responses to the Review Questions. 

4. Answer Final Exam questions 36 through 40. 

 

Section IX. Objectives: 

1. To describe tax guidance regarding the treatment of Ponzi-scheme losses from federal and state tax perspectives. 

2. To describe eligibility requirements for favorable tax treatment. 

3. To describe the concepts of qualified investor and qualified investments. 

4. To describe the distinction between a direct investor and an indirect investor. 

6. To describe options for pass-through investors. 

 

Section IX. Review Questions: 

1. True/False? Revenue Ruling 2009-9 and Revenue Procedure 2009-20 provide guidance for deducting losses from 

fraudulent investments. 

a. True.      b. False. 

 

2. True/False? Qualified losses are defined as losses associated with qualified retirement accounts. 

a. True.      b. False. 

 

3. True/False? The benefits of Revenue Procedure 2009-20 apply to investments in a tax shelter. 

a. True.      b. False. 

 

4. True/False? Qualified investors in Ponzi schemes can carry back NOLs up to five years and any remaining NOL 

can be carried forward for 20 years. 

a. True.      b. False. 

 

5. True/False? Indirect investors who suffer Ponzi-scheme losses are limited to taking miscellaneous itemized 

deductions. 

a. True.      b. False. 

 

Section IX. Solutions and Suggested Responses to Review Questions: 

 

Review Question 1: (Please see Page 46.) 

a. True is correct. Both provide guidance allowed favorable tax treatment and safe harbor elections. 

b. False is incorrect. The guidance is for direct investors. 

 

Review Question 2: (Please see Page 47.) 

a. True is incorrect. Qualified losses are not defined as losses from qualified retirement plans. 

b. False is correct. Qualified losses are defined as those in which a party receives cash or property from investors, 

reports false investment income amounts to the investors and appropriates some or all of the investor’s cash or 

property. 

 

Review Question 3: (Please see Page 48.) 

a. True is incorrect. Its benefits apply to Ponzi-scheme losses and not to tax shelters. 

b. False is correct. Tax shelters cannot qualify as qualified investments. 

 

Review Question 4: (Please see  Page 49.) 

a. True is correct. They may be carried back five years and any remaining NOL can be carried forward 20 years. 

b. False is incorrect. The legislation was friendly to qualified investors. 

 

Review Question 5: (Please see Page 51.) 

a. True is correct. Unlike direct investors who can deduct much more, indirect investors’ options are limited. 

b. False is incorrect. Indirect investors can only use the 2% miscellaneous itemized deduction. 

 

========================================= End of Section IX. 

 

 

 



Section X. Scenario Planning: Navigating Through Today’s Uncertain World, (March 2011, JoA Page 22)  

 

Section X. Assignment:  

1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our objectives. 

2. Answer our Review Questions that have been designed to provide an interactive learning experience. 

3. Study the Solutions and Suggested Responses to the Review Questions. 

4. Answer Final Exam questions 41 – 45. 

 

Section X. Objectives: 

1. To describe scenario planning. 

2. To describe the process of building scenario plans. 

3. To describe the role of the CPA in scenario planning. 

4. To describe scenario planning in action. 

 

Section X. Review Question: 

1. True/False? The beginning point in scenario planning is to accept that the past is a good predictor of the future., 

2011. 

a. True.      b. False. 

 

2. True/False? Scenario planning is limited to strategic planning. 

a. True.      b. False. 

 

3. True/False? Faster global impacts of unpredictable events and trends are accelerating the use of scenario planning. 

a. True.      b. False. 

 

4.True/False? Scenario planning provides a way to evaluate the effectiveness of planning, budgeting and forecasting 

processes under different sets of assumptions about the future. 

a. True.      b. False. 

 

5. True/False? Scenario planning can be a key component in an organization’s management of risk. 

a. True.      b. False. 

 

Section X. Solutions and Suggested Responses to Review Question: 

Review Question 1. (Please see Page 22) 

a. True is incorrect. The faster rate of change affecting companies and even nations makes planning more uncertain. 

b. False is correct. In today’s more complex world with earthshaking transformation, planning has to start with a 

clean slate of what might happen rather than looking at what has happened in the past. 

 

Review Question 2. (Please see Page 22) 

a. True is incorrect. While The origins of scenario planning were in strategic planning, its applications are broader 

today.  

b. False is correct. Scenario planning extends into more areas of planning today than just strategic planning. 

 

Review Question 3. (Please see Page 22.) 

a. True is correct. The global impact of events such as 9/11 or changes in oil prices are felt more quickly than ever.  

b. False is incorrect. The Internet as well as other media have increased the speed of news transmission. 

 

Review Question 4. (Please see Page 22.) 

a. True is correct. Scenario planning is a way of understanding the forces at work in the world today. 

b. False is incorrect. Scenario planning is used as a means of evaluating the effectiveness of forecasting processes. 

 

Review Question 5. (Please see Page 24.) 

a. True is correct. The process of scenario planning forces an organization to identify and describe its risks. 

b. False is incorrect. It would be impossible to use scenario planning correctly without learning more about an 

organization’s risks. 

======================================== End of Section X. 
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Section XI. Act 2 for Business Tax Incentives, (March 2011, JoA Page 28) 

 

Section XI. Assignment: 

 1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our objectives. 

2. Answer our Review Questions that have been designed to provide an interactive learning experience. 

3. Study the Solutions and Suggested Responses to the Review Questions. 

4. Answer Final Exam questions 46 through 50. 

 

Section XI. Objectives: 

1. To describe the primary incentive provisions of the 2010 Small Business Jobs Act (Act1) and the 2010 Tax Relief 

Act (Act 2). 

2. To describe the benefits of strategically applying the acts’ provisions together. 

3. To describe the benefits and limitations of the acts’ provisions on three typical company types. 

 

Section XI. Review Questions: 

1. True/False? The Small Business Jobs Act (i. e., Act 1) extended the federal general business credit for increasing 

research activities. 

a. True.     b. False. 

 

2. True/False? The Small Business Jobs Act broadened the definition of what constitutes qualified leasehold 

improvements for purposes of bonus depreciation. 

a. True.     b. False. 

 

3. True/False? The Small Business Jobs Act extended bonus depreciation to qualified restaurant equipment through 

2011. 

a. True.     b. False. 

 

4. True/False? The bonus depreciation accelerated by the 2010 Tax Relief Act results in a reduction of federal 

income tax. 

a. True.     b. False. 

 

5. True/False? Loss companies with a valuation allowance typically will benefit from the two acts’ provisions on 

both a cash flow and accounting basis. 

a. True.     b. False. 

 

 

Review Question 1. (Please see Pages 29 and 30.) 

a. True is incorrect. The act  did not extend this credit even though it had been a very effective program. 

b. False is correct. Without extension, the credit for research activities ended on December 31, 2009. 

 

Review Question 2. (Please see Page 30.) 

a. True is incorrect. The act did not broaden the definition of what constitutes qualified leasehold improvements. 

b. False is correct. The provision was significant to many businesses. 

 

Review Question 3. (Please see Page 30.) 

a. True is incorrect. The first act did not extend bonus depreciation to restaurant equipment. 

b. False is correct. Bonus depreciation was not extended to restaurant equipment. 

 

Review Question 4. (Please see Page 30.) 

a. True is incorrect. The act did not reduce federal income taxes. 

b. False is correct. The act merely affecting timing of the tax, not the amount of tax. 

 

Review Question 5. (Please see Page 29 of December JoA.) 

a. True is incorrect. Typically, loss companies with a valuation allowance will not benefit from the acts’ provisions 

either on a cash flow or accounting basis. 

b. False is correct. With no earnings in the present or in the past, there is typically no value to the provisions. 

 

===============================End of Section XI. 

 

 

 

 



Section XII. How To Land an SBA Loan (Page  34)  

Section XII. Assignment:  

1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our objectives. 

2. Answer our Review Questions that have been designed to provide an interactive learning experience. 

3. Study the Solutions and Suggested Responses to the Review Questions. 

4. Answer Final Exam questions 51 through 55. 

 

Section XII. Objectives: 

1. To describe the general requirements of applying for SBA loans. 

2. To briefly describe the most popular SBA programs. 

3. To describe major pros and cons of SBA programs. 

4. To describe the requirements for applying for an SBA loan. 

 

Section XII. Review Questions: 

 

1. True/False? SBA loans are guaranteed by state business authorities.  

a. True.       b. False. 

 

2. True/False? SBA loans are only available to corporations with net worth of more than $25 million. 

a. True.       b. False. 

 

3. True/False? SBA loans are limited to five years duration. 

a. True.       b. False. 

 

4. True/False? SBA loans cannot be used to finance the purchase of fixed assets. 

a. True.       b. False. 

 

5. True/False? One of the advantages of SBA loans compared to commercial loans is less paperwork. 

a. True.       b. False. 

 

Section XII.  Solutions and Suggested Responses to Review Questions: 

 

Review Question 1. (Please see Page 35.) 

a. True is incorrect. They are not guaranteed by state business authorities. 

b. False is correct. They are insured by the federal government. 

 

Review Question 2. (Please see Page 35.) 

a. True is incorrect. The emphasis of the SBA program is on smaller businesses. 

b. False is correct. To be eligible, companies must have tangible net worth of well under that figure. 

 

Review Question 3. (Please see Page 35.) 

a. True is incorrect. Most SBA loans have durations much longer than five years. 

b. False is correct. The term of 7(a) loans are generally up to 25 years for fixed assets. 

 

Review Question 4. (Please see Page 35.) 

a. True is incorrect At least one of the SBA programs offers loans to finance fixed assets . 

b. False is correct. There are different kinds of SBA programs that cover a variety of types of loans. 

 

Review Question 5. (Please see Page 36.) 

a. True is incorrect. SBA loan applications do not require less paperwork than commercial loans. 

b. False is correct. SBA loans involve more paperwork than commercial loans. 

 

==================================== End of Section XII. 
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Section XIII. Tax Practice Corner: Motor Fuel Tax Refund for Off-Road Use (P. 52) 

 

Section XIII. Assignment:  

1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our objectives. 

2. Answer our Review Questions that have been designed to provide an interactive learning experience. 

3. Study the Solutions and Suggested Responses to the Review Questions. 

4. Answer Final Exam questions 56 through 60. 

 

Section XIII. Objectives: 

1. To describe which motor fuel tax may be eligible for a tax refund or credit.  

2. To describe the procedure for claiming a credit for the federal tax. 

3. To briefly describe state refunds. 

4. To describe the requirements  for eligibility for tax refunds and credits. 

 

Section XIII. Review Questions: 

1. True/False? The federal and state taxes on fuel apply only to fuels used to power vehicles on roads and highways. 

a. True.      b. False. 

 

2. True/False? All states allow refunds for fuel used in recreational vehicles such as motor boats or jet skis. 

a. True.      b. False. 

 

3. True/False? Farmers are eligible for a refund of taxes paid on fuel that is used to power tractors used to cultivate 

crops. 

a. True.      b. False. 

 

4. True/False? Fuel taxes are generally used to pay for highway and road construction and maintenance. 

a. True.      b. False. 

 

5. True/False? Some states refund at least a portion of the taxes paid on motor fuel consumed to operate watercraft. 

a. True.      b. False. 

 

Section XIII.  Solutions and Suggested Responses to Review Questions: 

 

Review Question 1. (Please see Page 52.) 

a. True is correct. The tax applies only on fuel used to power vehicles on roads and highways . 

b. False is incorrect. The tax does not apply to fuels consumed by off-road travel 

 

Review Question 2. (Please see Page 52.) 

a. True is incorrect. Although most do, some states do not give refunds. 

b. False is correct. One can consult the revenue departments of the state involved to discover further details. 

 

Review Question 3. (Please see Page 52.) 

a. True is correct. Fuel consumed in off-road use is generally eligible for a refund of taxes paid. 

b. False is incorrect. A tractor  cultivating croplands is a good example of off-road use eligible for tax refund. 

 

Review Question 4. (Please see Page 52.) 

a. True is correct. Fuel taxes collected by states and the federal government go to building and maintaining roads. 

b. False is incorrect. Because the taxes are intended to pay for roads, fuel used in “off-road” ways is eligible for tax 

refund. 

 

Review Question 5. (Please see Page 53.) 

a. True is correct. While some states don’t refund tax paid on fuel used to power watercraft, many do; therefore, 

boat owners should check with americanboating.org/fueltax.asp for help in claiming the refund. 

b. False is incorrect. The provisions vary from state to state so check with your state(s) for details. 

 

=================================== End of Section XIII. 
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