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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 April 2011 

Section I. Checklist: How To Manage Fluctuations in Foreign Currency Rates (Page 19)
Section II. What Does It Take To Lead? (Page 34)
Section III.  Renewed Focus on Loss Contingency Disclosures (Page 37)
Section IV. Tax Relief for Homeowners With corrosive Drywall (Page 45)
Section V. Tax Practice Corner: IRA Charitable Distributions No Panacea (Page 50)

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

Section VI. FASB Prepares To Reprioritize: An Interview with Chairman Leslie Seidman, (Page 32)
Section VII. Business Basics in China, (Page 42)
Section VIII. In-Plan Roth Conversions: Planning and Administrative Considerations, (Page 48)
Section IX. Tax Practice Corner: Scholarships and Support, (Page 56)

Sections X - XII Relate to the Journal of Accountancy of June 2011:

Section X. Clarified Auditing Standards: The Quiet Revolution (Page 24)
Section XI. Improving the Code of Professional Conduct (Page 38)
Section XII. Seven Good Reasons Credit Shelter Trust Remain Relevant (P. 44)



Section I. Checklist: How To Manage Fluctuations in Foreign Currency Rates (Page 19) 

Section I. Assignment: 
1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our 
course 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 4.

Section I. Course Objectives:
1. To describe steps involved in managing the profit and loss and cash flow impacts associated 

with foreign exchange exposure.
2. To describe how to identify an organization's foreign exchange exposure.
3. To describe managing and continuous monitoring of foreign exchange risk.

Section I. Review Questions (All True or False):

1. True/False? The author recommends that organizations develop foreign currency policies and 
procedures.
a. True. b. False.

2. True/False? The author recommends that organizations apply a top-down approach to 
identifying consolidated foreign currency exposure.
a. True. b. False.

3. True/False? An organization's assessment of its foreign currency risk should include 
consideration of future cash receipts and disbursements.
a. True. b. False.

4. True/False? An organization that has no foreign currency rate risk must hedge for possible 
changes in its functional currency.
a. True. b. False.

Section I.  Solutions and Suggested Responses to Review Questions:

Review Question 1. (Please see Page 19 of  April JoA.)
a. True is correct. The plan should address management issues, types of derivatives and 
personnel matters.
b. False is incorrect. Not having policies and procedures is an invitation for trouble.

Review Question 2. (Please see page 19 of April JoA.)
a. True is incorrect To identify foreign currency exposures, each firm must determine how each 
subsidiary makes and receives payments.
b. False is correct.  A bottom-up approach approach must be taken to carefully understand how 
each subsidiary collects accounts receivable and pays accounts payable.

Review Question 3. (Please see page 19 of April JoA.)
a. True is correct. The assessment should reflect the impacts of changes in foreign currencies.
b. False is incorrect. A static assessment based only on current exchange rate could understate 
the currency exchange risks.

Review Question 4. (Please see page 19 of April JoA.)
a. True is incorrect. An organization with no foreign currency rate risk has no risks to hedge.
b. False is correct. There would be no foreign currency rate risk to hedge.  

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



Section II. What Does It Take To Lead? (Page 34)

Section II. Assignment:
1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our 
course 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 5 through 6.

Section II. Course Objectives:
1. To describe certain traits associated with effective leadership.
2. To provide examples of effective leaders.
3. To describe Stephanie Bryant's four main components of “emotional intelligence.”
4. To describe certain suggestions for managing and balancing work and personal life.

Section II. Review Questions:

1.True/False? The ability to communicate clearly was mentioned multiple times as an important trait of 
effective leaders.

a. True. b. False.

2.True/False? Emotional intelligence is centered on an introspective focus on oneself instead of on 
others.

a. True. b. False.

Section II. Solutions and Suggested Responses to Review Questions:

Review Question 1. (Please see P. 34 of April JoA.)
a. True is correct. The author gave several examples of great orators as well as successful business 
leaders whose communication skills were key to their management success.
b. False is incorrect. Because leadership involves leading other individuals, the ability to connect with 
others is crucial to effective management.

Review Question 2. (Please see P. 36 of April JoA.)
a. True is incorrect. The entire thrust of emotional intelligence involves connecting with other people.
b. False is correct. Emotional intelligence has everything to do with listening to others, looking them 
in the eye and responding to their concerns.

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

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 III. Renewed Focus on Loss Contingency Disclosures (Page 37)

Section III. Assignment: 
1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our 
course 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 7 through 11.

Section III. Course Objectives:
1. To describe the issues associated with the SEC's increased scrutiny of compliance with financial 

statement disclosure rules.
2. To describe ASC Topic 450, Contingencies.
3. To describe “the treaty” for auditor-lawyer dialogue.
4. To describe the pending FASB exposure draft on contingencies.

Section III. Review Questions:
1.True/False?  The treaty is a part of generally accepted accounting principles for contingencies.
a. True. b. False.

2. True/False? The treaty represents an accord between the accounting profession and the legal 
profession.
a. True. b. False.

3. True/False? ASC Topic 450 seeks to increase the transparency of possible litigation costs.
a. True. b. False.

4. True/False? Many in the accounting profession fear that increased disclosure (as required in the 
pending exposure draft) would provide plaintiffs with ammunition to use to seek damages from 
reporting companies.
a. True. b. False.

5. True/False? Both existing GAAP as well as the  pending exposure draft call for forward-looking 
predictions.
a. True. b. False.

Section III. Solutions and Suggested Responses to Review Questions:
Review Question 1. (Please see P. 38 of April JoA.)
a. True is incorrect. The treaty is not part of GAAP.
b. False is correct. The treaty is only an agreement between two professions.

Review Question 2. (Please see P. 38.)
a. True is correct. The treaty is a written agreement between the accounting and legal professions.
b. False is incorrect. While it is not a part of GAAP, it is an accord between the two professions.

Review Question 3. (Please see P. 38.)
a. True is correct.  The pending exposure draft would require more explicit disclosures.
b. False is incorrect. Compared to current standards, the pending standard would require disclosures of 
actual accounting estimates related to possible litigation costs.

Review Question 4. (Please see P. 38.)
a.True is correct. Many fear that plaintiffs would use the financial disclosures as a floor for damages.
b. False is incorrect. Financial disclosures would provide more explicit estimates.

Review Question 5. (Please see P. 39.)
a..True is correct. Current standards as well as the proposal involve forward-looking predictions..
b. False is incorrect. The difference is that the proposed predictions would be more explicit.

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



Section IV. Tax Relief for Homeowners With corrosive Drywall (Page 45)

Section IV. Assignment: 
1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our 
course 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 12 through 18

Section IV. Course Objectives:
1. To describe how taxpayers may seek relief under the safe harbor provisions of IRS Revenue 
Procedure 2010-36 which addresses tax implications of corrosive drywall and resulting economic loss.
2. To describe the process of confirming the presence of corrosive drywall.
3. To describe how the revenue procedure clarifies a number of problem issues.
4. To describe the process of clearing the hurdles.
5. To compare the safe harbor and Section 165 by providing advantages and disadvantages of each. 
6. To describe the process of claiming the loss, in instances where reimbursement from insurance or 
otherwise is or is not expected.

Section IV. Review Questions:
1. True/False? Most of the corrosive drywall was manufactured in Vietnam. 
a. True. b. False.

2. True/False? Homeowners in Florida, Mississippi, Alabama and Louisiana account for more than 87% 
of the CPSC's reports.
a. True. b. False.

3. True/False? Under terms of IRS Revenue Procedure 2010-36, tax relief for corrosive drywall 
requires that the loss be “swift and precipitous.” 
a. True. b. False.

4. True/False? IRS Revenue Procedure 2010-36 applies only to taxpayers with qualified losses in one 
of eight coastal states.
a. True. b. False.

5. True/False? Under IRS Revenue Procedure 2010-36, a taxpayer may only claim a loss in the year it 
was sustained.
a. True. b. False.

6. True/False? Under IRS Revenue Procedure 2010-36, the amount of the loss is generally limited to 
the decrease in the fair market value of the property as a result of the casualty limited to the taxpayer's 
adjusted basis in the property.
a. True. b. False.

7. True/False? The casualty loss described in the article is a tax preference item.
a. True. b. False.



Section IV. Solutions and Suggested Responses to Review Questions:

Review Question 1. (Please see Page 45.)
a. True is incorrect. The corrosive drywall was imported but from a country other than Vietnam.
b. False is correct.  The corrosive gypsum plasterboard (i.e. drywall) was imported from China.

Review Question 2. (Please see Page 45.)
a. True is correct. The repair of these hurricane-ravaged areas created such a demand for drywall that 
much of it was imported from China.
b.False is incorrect.  While there were a number of reports from Virginia and a few other states, the 

great majority of the corrosive drywall problems were reported in the states named in the question.

Review Question 3. (Please see Page 48.)
a. True is incorrect. While section 165 requires that a casualty loss be “swift and precipitous,” the safe 
harbor provides relief from that requirement. 
b. False is correct. One of the advantages of the safe harbor is that the loss need not be “swift.”

Review Question 4. (Please see Page 48.)
a. True is incorrect. While many of the losses were incurred in the coastal states, the provisions of the 
safe harbor apply to any taxpayer subject to IRS regulations.
b. False is correct. IRS Revenue Procedure 2010-36 applies only to taxpayers with qualified losses 
anywhere in the United States.

Review Question 5. (Please see Page 48.)
a. True is incorrect. Unlike the section 165 that requires that the loss be claimed in the year it was 
sustained, the safe harbor provides relief from that requirement.
b. False is correct. IRS Revenue Procedure 2010-36 allows taxpayers with qualified losses to take the 
deduction in the year in which they pay for the repairs.

Review Question 6. (Please see Page 47.)
a. True is incorrect. Unlike the section 165 that requires that the loss be measured in the way described, 
the safe harbor provides that taxpayers may claim the qualified amounts paid.
b. False is correct. IRS Revenue Procedure 2010-36 allows taxpayers with qualified losses to deduct 
the amounts paid for qualifying repairs.

Review Question 7. (Please see Page 48.)
a. True is incorrect. The casualty loss described in the article relates to personal property and is not a 
tax preference item.
b. False is correct. Taxpayers must reduce their basis in the home by the amount of the casualty loss 
deduction and any reimbursements from insurance or otherwise.

===================================== 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. Tax Practice Corner: IRA Charitable Distributions No Panacea (Page 50)

Section V. Assignment: 
1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our 
course 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 19 through 20.

Section V. Course Objectives:
1. To discuss the advantages and disadvantages of making IRA qualified charitable distributions 
(available only to individuals over age 70 ½).
2. To discuss the tax advantages and disadvantages of contributing appreciated securities.
3. To compare typical results of contributing (a) cash, (b) qualified IRA charitable distributions, and 
( c ) appreciated securities.

Section V. Review Questions:
1. True/False? Charitable contributions from an IRA always yield better after-tax results than 
contributing appreciated securities or cash.
a. True. b. False.

2. True/False? A disadvantage of contributing appreciated securities is a phaseout of deductions and 
credits.
a. True. b. False.

Section V. Solutions and Suggested Responses to Review Questions:

Review Question 1: (Please see Page 50.)
a.  True is incorrect. IRA charitable distributions are not treated as well by tax laws, resulting in tax 
inefficiencies.
b. False is correct. Working through the numbers reveals that contributing appreciated securities can 
offer superior tax results.

Review Question 2. (Please see Page 50.)
a. True is incorrect. The article offers insights on why this statement is not true.
b. False is correct. The phaseout of deductions and credits is associated with IRA charitable 
distributions.

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

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 VI. FASB Prepares to Reprioritize: An Interview with Chairman Leslie Seidman  (May 
2011, JoA, Page 32)
 
Section VI. Assignment: 
1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our 
course 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 22.

Section VI. Course Objectives:
1. To describe the FASB's plans for its remaining projects.
2. To describe plans for reprioritizing and finishing remaining projects.

Section VI. Review Questions:
1. True/False? The FASB must wrap up its projects by the end of June 2011.
a. True. b. False.

2. True/False? Leslie Seidman is eligible for another term as FASB chairman.
a. True. b. False.

Section VI. Solutions and Suggested Responses to Review Questions:

Review Question 1: (Please see Page 32.)
a. True is incorrect. There is no requirement that the FASB must wrap up its projects by the end of June 
2011.
b. False is correct. Seidman commented that June is a “target date to signal our commitment to try and 
work through these issues as efficiently as we can.” But if more time is needed, she made the point that 
they can take as much time as necessary.

Review Question 2: (Please see Page 36.)
a. True is incorrect. No one can serve on the FASB more than ten years. Having already served seven 
and a half years as a board member and two and a half years as chairman, she is not eligible for further 
board membership.
b. False is correct. Whether as chairman or not, she is not eligible for further service on the board due 
to the ten-year limit.

====================================== 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. Business Basics in China (May 2011, JoA, Page 42)

Section VII. Assignment: 
1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our 
course 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 23 through 27.

Section VII. Course Objectives:
1. To describe the available forms of organization for doing business in China and to describe the 
advantages and disadvantages of each. reasons to use more than one computer monitor at a time.
2. To describe briefly statutory financial reporting requirements and the accounting principles.
3. To describe an overview of the Chinese tax system and the compliance/reporting system.

Section VII. Review Questions:
1. True/ False? China is now the world's largest economy.
a. True. b. False.

2. True/False? A representative office may participate in revenue generating business activities. 
a. True. b. False.

3. True/False?China is a member of the World Trade Organization 
a. True. b. False.

4. True/False? China has holiday, overtime and severance pay requirements.
a. True. b. False.

5. True/False? U. S. businesses may freely wire money to a Chinese business whenever they want.
a. True. b. False.

Section VII. Solutions and Suggested Responses to Review Questions:

Review Question 1: (Please see Page 42.)
a. True is incorrect. While China is among the fast growing economies in the world, it is not currently 
the largest. The U.S. Is the largest.
b. False is correct. China is the world's second largest economy.
 
Review Question 2: (Please see Page 43.)
a. True is incorrect. A representative office is not allowed to directly participate in such activities.
b. False is correct. Of the three forms of organization, only the WOFE and EJV can directly engage in 
revenue generating business activities.
 
Review Question 3. (Please see Page 43.) 
a. True is correct. China is now a member of the World Trade Organization. 
b. False is incorrect. Since joining the WTO, China has implemented a number of legislative changes 
designed to inspire confidence of trading partners.

Review Question 4. (Please see Page 43.)
a. True is correct. Substantial increases in foreign investment in China have resulted in double-digit 
wage growth as well as worker benefits, especially in the largest cities.
b. False is incorrect. A tighter labor market has enabled Chinese workers to win worker benefits they 
never had before.

Review Question 5. (Please see Page 43).
a. True is incorrect. Businesses have to first meet certain requirements before wiring money.
b. False is correct. Before wiring funds, a company must receive a business license and then apply for 
a foreign exchange registration certificate.
 ================================ 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. In-Plan Roth Conversions: Planning and Administrative Considerations (May 2011 
JoA, Page 48) 

Section VIII. Assignment: 
1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our 
course 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 28 through 36.

Section VIII. Course Objectives:
1. To describe the new Roth conversion opportunities presented by Section 402 (A) ( c ) (4).
2. To describe Notice 2010-84 guidance.
3. To describe the tax consequences of an in-plan Roth conversion (IPRC).
4. To describe major differences between an IPRC and a rollover to a Roth IRA.

Section VIII. Review Questions:
1. True/False? In 2008, participants in 457 (b) plans were eligible for an in-plan Roth conversion.
a. True. b. False.

2. True/False? In-service distributions can be made only to the extent permitted by the plan document.
a. True. b. False.

3. True/False?  In-plan Roth conversions involving a direct rollover to the Roth account is a taxable 
event to the participant.
a. True. b. False.

4. True/False? Distribution of funds from a traditional 457(b) plan to the individual who was then rolls 
the funds into his or her designated Roth account within 60 days is a taxable event.
a. True. b. False.

5. True/False? An in-plan Roth rollover represents a taxable event to the participant.
a. True. b. False.

6. True/False? Spousal consent is required to a IPRC.
a. True. b. False.

7. True/False? Being in occupations with high liability risks supports choosing to leave assets in an 
IPRC rather than converting to a Roth.
a. True. b. False.

8. True/False? A surviving spouse beneficiary may be eligible to make an IPRC.
a. True. b. False.

9. True/False? Only amounts that are vested in qualified plans are eligible for in-plan Roth conversions.
a. True. b. False.



Section VIII. Solutions and Suggested Responses to Review Questions:

Review Question 1: (Please see Page 48.)
a. True is incorrect. Participants in 457 (b) plans were not eligible for such rollovers in 2008.
b. False is correct. The enabling legislation wasn't passed or effective until after 2008.

Review Question 2: (Please see Page 49.)
a. True is correct. Before an in-service distribution can be made, the plan document must permit it.
b. False is incorrect. The legislation allowing such distributions enabled employers to amend their plans 
to allow such distributions.

Review Question 3: (Please see Page 49.)
a. True is correct. Conversion of a traditional qualified plan to a Roth is a taxable event..
b. False is incorrect. Just as with the conversion of a traditional IRA into a Roth, the conversion of 
457(b) plan to a Roth plan is a taxable event..

Review Question 4: (Please see Page 49.) 
a. True is correct. Conversion of a traditional qualified plan to a Roth is a taxable event..
b. False is incorrect. Just as with the conversion of a traditional IRA into a Roth, the conversion of 
457(b) plan to a Roth plan is a taxable event..

Review Question 5: (Please see Page 49.)
a. True is correct. Conversion of a traditional qualified plan to a Roth is a taxable event..
b. False is incorrect. Just as with the conversion of a traditional IRA into a Roth, the conversion of 
457(b) plan to a Roth plan is a taxable event..

Review Question 6. (Please see Page 50.) 
a. True is incorrect. Spousal consent is not required.
b. False is correct. The account holder is not required to get consent of his or her spouse.

Review Question 7. (Please see Page 49.)
a. True is correct. ERISA plans offer greater asset protection than Roth IRAs.
b. False is incorrect. Roth IRA plans are not shielded from creditors.

Review Question 8. (Please see Page 49.) 
a. True is correct. Assuming certain conditions are met, a surviving spouse may be eligible. 
b. False is incorrect. The conditions are that the amount is vested and that the plan has a qualified Roth 
conversion program in place at the time an IPRC is made to the Roth account.

Review Question 9. (Please see Page 49.)
a. True is correct. This is a condition of eligibility for an in-plan conversion.
b. False is incorrect. Only vested amounts are eligible.

==================================== 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. Tax Practice Corner: Scholarships and Support (May 2011, JoA, Page 56) 

Section IX. Assignment: 
1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our 
course 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. Course Objectives:
1. To describe briefly the taxability of college scholarships.
2. To describe briefly the role that scholarships play in the support tests for dependents.
3. To describe briefly section 152 (f) (5)'s special treatment for scholarships relative to support tests.

Section IX. Review Questions:
1. True/False? College scholarships for student fees to attend an eligible educational institution are 
considered tax-free to the student.
a. True. b. False.

2. True/False? Portions of college scholarships for travel and research are nontaxable.
a. True. b. False.

3. True/False? If scholarship income is tax-free to the student, it is not a factor in the support tests for 
dependents.
a. True. b. False.

4. True/False? A qualifying child must not have provided more than 50% of the support of his or her 
own support during the tax year.
a. True. b. False.

Section IX. Solutions and Suggested Responses to Review Questions:

Review Question 1: (Please see Page 56.)
a. True is correct. Student fees are one area for which scholarships are tax-free.
b. False is incorrect. Student fees are not one of the areas for which scholarships are taxable.

Review Question 2: (Please see Page 56.)
a. True is incorrect. The portion of scholarships for travel and research is taxable.
b. False is correct. Research and travel is not among the areas for which scholarships are nontaxable.

Review Question 3: (Please see Page 56.)
a. True is incorrect. Tax-free scholarships are a factor in the support t tests for dependents.
b. False is correct. Such scholarships must be considered in the support tests.

Review Question 4: (Please see  Page 49.)
a. True is correct. To qualify as a dependent, a child must not have provided more than half of his or 
her own support for the tax year in question.
b. False is incorrect. The threshold is 50%.

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



Section X. Clarified Auditing Standards: The Quiet Revolution (June 2011, JoA Page 24) 

Section X. Assignment: 
1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our 
course 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 – 49.

Section X. Course Objectives:
1. To describe the Clarity Project, the goal of which is to converge U.S. GAAS with international 
standards on auditing.
2. To describe the changes expected in clarified and revised SASs.
3. To describe the format of the new SASs.
4. To describe the change in status for GAAS.
5. To describe changes in the auditor's report.
6. To describe changes in standards for group audits.

Section X. Review Question:
1. True/False? The result of the Clarity Project will be to make GAAS for public companies easier to 
understand and to apply.
a. True. b. False.

2. True/False? As a result of the Clarity Project, SAS numbering will start over with SAS no. 1.
a. True. b. False.

3. True/False? Existing AU section numbers will not change as a result of the Clarity Project.
a. True. b. False.

4.True/False? Under proposed changes to auditing standards, a user organization would be known as a 
user entity. 
a. True. b. False.

5. True/False? The Clarity Project will result in a newly required format and wording of the standards.
a. True. b. False.

6. True/False? The Clarity Project differentiates between “must” requirements and “should” 
requirements.
a. True. b. False.

7. True/False? The 10 basic rules of GAAS (general, fieldwork and reporting) have been incorporated 
into various clarified standards.
a. True. b. False.

8. True/False? The Clarity Project introduces expanded requirements for disclosing subsequent events.
a. True. b. False.

9.True/False? As a result of the Clarity Project, the introductory paragraph of the auditor's report will 
contain references to the auditor's responsibilities.
a. True. b. False.



Section X. Solutions and Suggested Responses to Review Question:

Review Question 1. (Please see Page 25)
a. True is incorrect. The Clarity Project does not involve public companies. 
b. False is correct. The result of the Clarity Project will make GAAS for nonpublic companies easier 
to understand and apply.

Review Question 2. (Please see Page 25)
a. True is incorrect. SAS numbering will not start over with SAS no. 1.
b. False is correct. The SAS number for the clarified standards will start with the next consecutive 
number that is available at the time the finalized clarified standards are ready to be issued. 

Review Question 3. (Please see Page 25.)
a. True is incorrect. AU sections are being regrouped and clarified into one or more newly numbered 
standards.
b. False is correct. As a result of AU renumbering, almost all topics currently associated with certain 
existing AU section numbers will be retitled and assigned AU section numbers different from those in 
the existing standards.

Review Question 4. (Please see Page 27.)
a. True is correct. A user organization is now known as a user entity.
b. False is incorrect. As in current practice, an auditor is permitted to make reference to the work of a 
service auditor in the user auditor's report to explain a modification of the user auditor's opinion.

Review Question 5. (Please see Page 25.)
a. True is correct. The most obvious changes resulting from the Clarity Project will be the required 
format and wording of the standards. The typical format in a clarified SAS will include an introduction, 
objective, definitions, requirements and application and other explanatory material.
b. False is incorrect. In addition to the above changes,each finalized standard may also include an 
exhibit that notes any substantive differences with the applicable ISA.

Review Question 6. (Please see Page 26.)
a. True is correct. Requirements will be presented as unconditional (indicated by must) or 
presumptively mandatory (indicated by should).
b. False is incorrect. Requirements presented as must need to be followed without departure.

Review Question 7. (Please see Page 26.)
a. True is correct. The requirements included in the 10 standards have been incorporated into various 
clarified standards.
b. False is incorrect. These clarified principles are presented in the Preface of the clarified standards.

Review Question 8. (Please see Page 27)
a. True is incorrect. The proposed Clarified Topic is Subsequent Events and Subsequently Discovered 
Facts.
b. False is correct. Accounting guidance previously included in auditing standards related to 
subsequent events has been removed.

Review Question 9. (Please see Page 27)
a. True is incorrect. Such references will appear in a new separate section.
b. False is correct. There will be a separate section that will include such references.

======================================== End of Section X.
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Section XI. Improving the Code of Professional Conduct (June 2011, JoA Page 38)

Section XI. Assignment:
 1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our 
course 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 50 through 55.

Section XI. Course Objectives:
1. To describe a project of the AICPA's Professional Ethics Executive Committee (PEEC).
2. To describe the AICPA's minimum ethical standards as a member of the International Federation of 
Accountants.
3. To describe the meaning of a conceptual framework..
4. To describe structural changes of the document.

Section XI. Review Questions:
1. True/False? The primary focus of the PEEC project is improving the AICPA's Code of Professional  
Conduct so that members and others can apply the rules and reach correct conclusions more easily.
a. True. b. False.

2. True/False? The AICPA Code is not currently codified.
a. True. b. False.

3. True/False? The goal of the conceptual framework is to address all of the issues that practitioners can 
encounter..
a. True. b. False.

The next three questions deal with the illustrative case dealing with the situation involving an audit  
partner, the daughter who is a human resources manager with the audit client, and an unexpected and  
expensive gift.

4. True/False? Because the gift was made to the daughter instead of to the audit partner, there is no 
independence issue.
a. True. b. False.

5. True/False? The Code requires that the audit partner apply the framework to make an independence 
decision.
a. True. b. False.

6. True/False? Having the daughter return the gift would eliminate the threat to the audit partner's 
independence.
a. True. b. False.



Section XI.  Solutions and Suggested Responses to Review Questions:

Review Question 1. (Please see Pages 38.)
a. True is correct. The idea is to make ethical standards more consistent by revising the wording and 
structure of the Code.
b. False is incorrect. Making access to the Code easier should result in improvements..

Review Question 2. (Please see Page 39.)
a. True is incorrect. While the AICPA Code is technically “codified,” some subjects are scattered about 
he Code, making it more difficult for users to know whether they have considered all the relevant 
standards.
b. False is correct. The Code is still not completely codified. The changes described in the article will 
make it much more helpful to users.

Review Question 3. (Please see Page 40.)
a. True is incorrect. Because there is no way to anticipate every situation, it is not possible for any code 
to include every situation.
b. False is correct. The committee took the position that a conceptual framework was a better approach 
because it laid out a plan of how research situations.

Review Question 4. (Please see Page 41.)
a. True is incorrect. The AICPA revealed that the situation was an “undue influence” threat to his 
independence. At a minimum, the appearance of lack of independence was real. 
b. False is correct. At a minimum, the appearance of lack of independence was enough to wave a flag 

Review Question 5. (Please see Page 42.)
a. True is correct. Because the Code is silent about gifts given to close relatives, the Other 
Considerations section of the Code require that he apply the framework.
b. False is incorrect. Consulting the Code revealed that the audit partner was required to apply the 
conceptual framework..

Review Question 6. (Please see Page 42.)
a. True is correct. The research and consulting the framework revealed that the only safeguard that 
would eliminate the threat to his independence was to have his daughter return the gift (or withdraw 
from the engagement and have another partner in the firm complete the audit).
b. False is incorrect. After making the decision, he also discussed the facts with his partners and agreed 
to bring the matter to the attention of the firm's audit committee.

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



Section XII. Seven Good Reasons Credit Shelter Trusts to Remain Relevant (Page  44) 
Section XII. Assignment: 
1. Study the article (reference text) in the Journal of Accountancy, paying particular attention to our 
course 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 XII. Course Objectives:
1. To describe the new provisions of the Tax Reform Act of 2010.
2. To describe why each of seven reasons why credit shelter trusts still have a role in estate planning.

Section XII. Review Questions:
1. True/False? The Tax Relief, Unemployment Insurance Reauthoriazation and Job Creation Act of  
2010 contained provisions extending “applicable exclusion amounts” to estates of decedents dying and 
gifts made after a certain point in time.
a. True. b. False.

2. True/False? The “applicable exclusion amount” shall equal $5 million.
a. True. b. False.

3. True/False? Provisions of the Tax Relief Act effectively remove any reasons for establishing credit 
shelter trusts.
a. True. b. False.

4. True/False? The state estate tax exclusion is portable.
a. True. b. False.

5. True/False? Portability requires “privity” between spouses.
a. True. b. False.

Section XII.  Solutions and Suggested Responses to Review Questions:

Review Question 1. (Please see Page 44.)
a. True is correct. The Tax Relief Act provided such tax relief after a specific date.
b. False is incorrect. The legislation arrived late, ending a long period of uncertainty from Congress.

Review Question 2. (Please see Page 45.)
a. True is incorrect. The amount was initially established at $5 million but was indexed for inflation.
b. False is correct. Because it was indexed to inflation, the $5 million is merely a beginning level.

Review Question 3. (Please see Page 45.)
a. True is incorrect. There are several reasons why credit shelter trusts still have value..
b. False is correct. The article spells out several reasons including the uncertainty of continuation.

Review Question 4. (Please see Page 46.)
a. True is incorrect. So far, no states have begun to offer portability.
b. False is correct. Portability is offered only for federal estate tax, not state estate taxes.

Review Question 5. (Please see Page 46.)
a. True is correct. Only the estate tax exclusion of the immediately predeceased spouse of the 
surviving spouse is portable.
b. False is incorrect. This could be significant if the surviving spouse remarries.
==================================== End of Section XII.
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