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quarter.
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The learning objectives of this course are in the Study Guide at www.accounting-education.com.
Sections I–III and Exam Questions 1 – 15 Relate to the Journal of Accountancy of October 2017.

Section I. News Digest (Page 9)
1. An auditor's involvement with an exempt offering document is established under SAS No. 133 if:
a. The auditor's report on financial statements or the auditor's review report on interim financial
information is included or incorporated by reference in an exempt offering document.
b. The auditor performs one or more specified activities with respect to the exempt offering document.
c. Both a and b.
d. Neither a nor b.
2. SAS No. 133 will be effective for exempt offering documents that are initially distributed, circulated or
submitted on or after:
a. March 15, 2018.
d. December 15, 2018.
b. June 15, 2018.
e. March 15, 2019.
c. September 15, 2018.
3. In a recent study by the AICPA Peer Review team, which of the following factors did not have a strong
correlation with quality performance in the sample?
a. Membership in the AICPA GAQC.
c. Qualifications of the engagement partner.
b. Size of the single audit practice.
d. Size of the overall audit firm.
4. The PCAOB has reported finding audit difficulties in ______ of the broker/dealer audit firms inspected
in its 2016 audit cycle.
a. 23%
b. 41%
c. 57%
d. 72%
e. 97%
5. The PCAOB has reported finding audit difficulties in ______ of the broker/dealer audits inspected in its
2016 audit cycle.
a. 18%
b. 36%
c. 51%
d. 83%
e. 98%

Section II. Exploring the Estate Tax: Part 1 (Page 20)
6. The estate of a married taxpayer dying and leaving a gross estate totaling $6,000,000 to his or her
spouse in 2017 may exclude up to:
a. $1,000,000
b. $2,000,000.
c. $3,000,000. d. $5,490,000.
e. $6,000,000.
7. Executors can claim all or part of the medical expenses owed at death on the:
a. Decedent's final tax return.
c. Either a or b.
b. Estate tax return.
d. Neither a nor b.
8. The tentative estate tax on an individual's estate base of $11,000,000 is:
a. $0.
b. $2,172,900.
c. $2,200,000.
d. $4,345,800.

e. $4,400,000.

9. The unified credit for the estate referenced in question # 8 above is:
a. $0.
b. $1,048,000.
c. $2,141,800.
d. $2,196,000.

e. $4,400,000.

10. Assume that the executor of an estate with a tax base of $3,500,000 makes a portability election in
2017. His or her spouse would have an applicable exclusion amount in 2017 of:
a. $0.
b. $1,990,000.
c. $5,490,000.
d. $7,480,000.
e. $8,480,000.

Section III. Tax Update Featuring Three Tax Columns:
From The Tax Adviser: Accounting Method Changes Make Closed Years Relevant (Page 46)
Tax Practice Corner: Wellness Program Benefits: Tax Free or Not? (Page 56) and
Tax Matters (Page 58)
11. The Fifth Circuit's ruling in Bosamia:
a. Is about an express extension of the three-year limitation period.
b. Effectively resulted in an extended limitation period by making closed-year issues relevant in an
open year.
c. Both a and b.
d. Neither a nor b.

12. Under Chief Counsel Advice (CCA) 201622031, which of the following items would be taxable to the
employee participating in a wellness program?
a. Cash payments for participating in a wellness program.
b. Gym memberships that are not medically necessary.
c. Gym memberships that are medically necessary.
d. A, b and c.
e. A and b but not c.
13. In which of the following cases would the wellness program benefit likely be taxable to the employee?
a. When employees are reimbursed for their contributions of pretax earnings.
b. When an employer is directly funding benefits that are not Sec. 213(d) medical expenses.
c. Either a or b.
d. Neither a nor b.
14. In 2017, the income tax liability of a self-employed taxpayer who qualifies for a Section 36B premium
tax credit of $800 and received advance credit payments of $1,000 is:
a. Increased by $200.
b. Increased by $800.
c. Increased by $1,000.
d. Decreased by $200.
e. Decreased by $800.
15. In Jacobs, the Tax Court determined that the pre-game meals provided to the Boston Bruins personnel:
a. Were offered to all traveling staff.
b. Qualified as a de minimis fringe benefit.
c. Were subject to the Sec. 274(n)(1) 50% limitation.
d. A, b and c.
e. A and b but not c.

Sections IV–VII and Questions 16- 35 Relate to the Journal of Accountancy of November, 2017.
Section IV. Four Strategies for Efficient, Effective Audit Documentation (Page 26)
16. According to an AICPA study, the most common audit issue is:
a. Failure to gather sufficient audit evidence.
b. Lack of adequate documentation.
c. Failure to properly assess inherent risk.
d. Deficiencies in confirming accounts receivable.
e. Failure to design an effective audit program.
17. The foundation of an efficient and effective audit is:
a. Determination of the purpose of the audit.
b. Determination of the scope of the audit.
c. Determination of the intended thrust of the audit.
d. Getting adequate support from the firm's partners.
e. A sound audit plan.

18. Which of the following approaches does Mark Koziel recommend for improving audit efficiency and
effectiveness?
a. Adopting a “same-as-last-year” approach for planning an audit.
b. Strictly following all of the procedures appearing on a third-party provider's audit program.
c. Both a and b.
d. Neither a nor b.
19. Auditors who wish to follow Koziel's recommendations should use standardized:
a. Working papers.
b. Tick marks.
c. Both a and b.
d. Neither a nor b.
20. Auditors should prepare their documentation:
a. As soon as possible after performing each audit step.
b. Only after the auditor has taken a day or two to carefully reflect on the procedure's findings.
c. Only after the audit has been completed.
d. Only after the audit report has been issued.

Section V. Improving Internal Control over Segment Reporting (Page 36)
21. According to ASC Topic 280, the chief operating decision-maker (CODM) in a public entity refers to:
a. A manager with a specific title.
b. A person who has ultimate decision-making authority.
c. A specific function within the company that allocates resources and assesses performance of the
segments.
d. A, b and c.
e. A and b but not c.
22. Reporting entities should prepare and preserve documentation to support their decisions regarding:
a. The identification of the chief operating decision-maker.
b. The identification of operating segments.
c. The aggregation of operating segments.
d. A, b and c.
e. A and b but not c.
23. In which of the following companies did the SEC question the identification of operating segments?
a. Graphic Packaging Holding Co.
d. A, b and c.
b. Community Health Systems Inc.
e. A and b but not c.
c. Hain Celestial Group.
24. In which of the following companies did the SEC question the identification of the CODM?
a. PowerSecure International.
d. A, b and c.
b. Hain Celestial.
e. A and b but not c.
c. NRG Energy Inc.
25. In which of the following companies did the SEC question the aggregation of the operating
segments?
a. PowerSecure International.
d. A, b and c.
b. Hain Celestial.
e. A and b but not c.
c. NRG Energy Inc.

Section VI. Exploring the Estate Tax: Part 2 (Page 50)
26. Which of the following would generally qualify for the marital deduction?
a. Nonterminable interests in property.
d. A, b and c.
b. Qualified terminable interest property.
e. A and b but not c.
c. Terminable interest in property.
27. Assume that X and Y are a married couple who had the following estate bases (before the marital
deduction) upon death: X: $8 million and Y: $11 million. Also assume that both X and Y died in 2017
and that each spouse left his or her entire estate to the surviving spouse. Upon the surviving spouse's
death, the estate's net estate tax liability would have been:
a. $0.
b. $8,000.
c. $3,208,000.
d. $5,404,000.
e. $5,412,000.
28. In a family trust:
a. The decedent would get a marital deduction for the amount placed in the family trust.
b. The family trust assets get a stepped-up basis upon the death of the surviving spouse.
c. Both a and b.
d. Neither a nor b.
29. In a family trust, the _____ bypass(es) the survivor's estate.
a. Exclusion amount
c. Both a and b
b. Appreciation on the family trust assets
d. Neither a nor b
30. Life insurance proceeds are excluded from the gross estate if the:
a. Life insurance policy is owned by an irrevocable life insurance trust.
b. Estate is the beneficiary of the policy.
c. The decedent possessed incidents of ownership.
d. A, b or c.
e. A or b but not c.

Section VII. Tax Update Featuring Three Tax Columns:
From The Tax Adviser: When Will I Get My Refund? (Page 58)
Tax Practice Corner: Trading Virtual Currencies (Page 60) and Tax Matters (Page 64)
31. To file a claim for a credit or refund relating to a timely-filed return, the taxpayer must generally file
within _____ year(s) from the date of filing the tax return or _______ years from the date the tax was
paid, whichever is later.
a. Two...one
d. Two...three
b. Three...two
e. One...two
c. Four...three
32. Which of the following transactions is (are) taxable?
a. The sale of a bitcoin resulting in proceeds greater than cost.
b. Profitable exchanges of virtual currencies assuming like-kind exchange rules do not apply.
c. Both a and b.
d. Neither a nor b.
33. In Avrahami, the Tax Court held that:
a. Amounts paid to Feedback and Pan American were insurance premiums for federal tax purposes.
b. Feedback was eligible to be taxed as a small insurance company under Sec. 831(b).
c. Both a and b.
d. Neither a nor b.
34. In Owens, the Tax Court held that Owens:
a. Was in the trade or business of lending money.
b. Spent sufficient time related to his personal lending.
c. Actively sought new customers by using aggressive advertising.
d. A, b and c.
e. A and b but not c.
35. In Losantiville Country Club, the Tax Court held that Losantiville:
a. Did not demonstrate an intent to profit from its nonmember sales.
b. Could not use losses from nonmember sales to offset its taxable investment income.
c. Both a and b.
d. Neither a nor b.

Sections VIII - X and Questions 36 - 50 Relate to the Journal of Accountancy of December 2017
Section VIII. Lessons to Learn from SEC Accounting and Auditing Enforcements (Page 26)
36. During the years 2008 - 2014, which of the following categories of fraud occurred most frequently?
a. Acts of foreign corruption.
b. Violations of standards set by the PCAOB.
c. Bribery.
d. Financial reporting.
e. Independence violations.
37. During the years 2008 – 2014, which of the following categores of fraud resulted in the highest
penalty per incident?
a. Acts of foreign corruption.
b. Violations of standards set by the PCAOB.
c. Bribery.
d. Financial fraud.
e. Independence violations.
38. During the years 2008 – 2014, which of the following industries was assessed the largest total dollar
amount of penalties?
a. Metals and mining.
b. Banking.
c. Health.
d. Financial services.
e. Energy.

39. During the years 2008 – 2014, fraud charges enforced by the SEC were most often directed to the:
a. CFO.
d. Directors.
b. Partners.
e. CPAs
c. CEO.
40. During the years 2008 – 2014, which of the following received the largest total dollar amount of
assessed fines?
a. CFOs.
d. Directors.
b. CEOs.
e. Corporations.
c. CPAs.
Section IX. How to Audit Fair Value Measurements (Page 32)
41. Management's prospective financial information:
a. Is the responsibility of management.
b. Is often one of the primary inputs into a fair value estimate.
c. Must be reviewed by valuation professionals.
d. A, b and c.
e. A and b but not c.
42. ASC Paragraph 820-10-35-24c ______ that management default to using the same discount rate used
on the transaction date for subsequent measurement dates.
a. Requires
b. Does not allow
43. Which of the following explicitly require(s) back-testing?
a. Topic 820.
b. Topic 855.
c. Both a and b.
d. Neither a nor b.
44. PCAOB AS 1210 applies when:
a. The client retains a third-party valuation professional.
b. The auditor retains a valuation professional to help evaluate management's fair value estimate.
c. Either a or b.
d. Neither a nor b.
45. Mandatory Performance Framework (MPF) Section 1.4 _______ valuation professionals to provide in
the work file sufficient documentation to support a conclusion of value which would allow an
“experienced” professional not involved in the valuation engagement to review and understand the
significant inputs, analyses and outputs, and how they support the final conclusion of value.
a. Encourages but does not require
b. Requires

Section X. Tax Update Using Two Tax Columns:
From The Tax Adviser: S Corp. Basis and Why It's Important (Page 59) and
Tax Matters (Page 64)
46. Which of the following does not increase a shareholder's basis in an S corporation's stock?
a. Cost of original purchase of stock.
b. Additional equity contributions.
c. Distributions passed through to the shareholder during the time the stock is owned.
d. Cumulative net income.
47. Before reporting a deductible S corporation loss, shareholders must pass the _____ test(s).
a. Basis
b. At-risk
c. Passive activity
d. A, b and c
e. A and b but not c

48. In Estate of Sower, the Tax Court:
a. Rejected the estate's argument regarding the estate tax closing document because it found that the
closing document was not a Sec. 7121 closing agreement.
b. Found that Sec. 2010(c)(5)(B) does not give the IRS the power to examine the estate tax return of a
predeceased spouse.
c. Determined that the effective date precluded the IRS from adjusting the deceased spousal unused
exclusion (DSUE).
d. A, b and c.
e. A and b but not c.
49. In McGuire, the taxpayers:
a. Reported an advance premium tax credit of $7,092 on their 2014 tax return.
b. Qualified for the premium subsidy for 2014.
c. Were liable for an accuracy-related penalty.
d. A, b and c.
e. None of the above.
50. In Gowen, the Tax Court:
a. Held that the default resulted in a deemed distribution.
b. Upheld the 10% additional tax due on early distributions.
c. Sustained an accuracy-related penalty.
d. A, b and c.
e. A and b but not c.
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