
 

REG 
 

REGULATION 
 

By 
Daniel A. Twyman, CPA 

 
 

Distributed by: 

 
 
 

Copyright © 2007 Flashpoint CPA Review. 
All rights reserved.  Any reproduction or 

redistribution of this publication is strictly 
prohibited without the express written 

consent of the publisher. 



 

TABLE OF CONTENTS 

 
CHAPTER 1 – Individual Taxation Basics………………..Page 13 
Basic Tax Formula 
Important Dates and Time Periods 
Who Must File 
Filing Status 
 
CHAPTER 2 – Gross Income……………………………….Page 15 
Included in Gross Income 

Employee Salaries and Wages 
Awards/bonuses from Employer  
Death benefits paid by Employer  
Unemployment Benefits 
Jury Duty Pay  
Commissions  
Rental Income  
Income from Limited Partnerships 
Interest  
Dividends  
Capital Gains and Losses  
Alimony Received  
Gambling Winnings 

Partially or Sometimes Included in Gross Income 
Social Security 
Annuities  
Life Insurance Premiums Paid by Employer 

Excluded from Gross Income 
Workers Compensation Benefits  
Health/accident Insurance Paid by Employer  
Medicare benefits  
Personal Injury Awards  
Inheritance 
Divorce Settlements And Child Support  
Gifts  
Life Insurance Benefits  
Moving Expenses Paid by Employer 
Scholarships and Tuition Reimbursement 
Allowance for housing 
Foreign Earned Income 
De Minimus Fringe Benefits  
Expense Reimbursements  
Qualified Employee Discounts 

 



 

CHAPTER 3 – Deductions for Adjusted Gross Income…..Page 19 
Alimony, Child Support, and Divorce Settlements  
IRA Contributions 
Student Loan Interest 
Tuition and Fees  
Qualified Moving Expenses  
Educator Expenses 
Health Savings Accounts 
Interest Withdrawal Penalties  
Passive Losses 
Rental Losses 
Additional Deductions for Self Employed Individuals 
At-Risk Limitation 
 
CHAPTER 4 – Deductions from Adjusted Gross Income...Page 23 
Standard Deduction 
Itemized Deductions 

Medical Expenses (over 7.5% of AGI) 
Real Estate Taxes 
State and Local Taxes 
Personal Property Taxes 
Foreign Taxes 
Qualified Residence Interest – Acquisition Indebtedness 
Qualified Residence Interest - Home Equity Indebtedness 
Investment Interest 
Charitable Contributions 
Casualty Losses 
Miscellaneous Deductions That Must Exceed 2% of AGI 
Miscellaneous Deductions Not Subject to 2% of AGI Minimum 
Deduction Limitations 

 
CHAPTER 5 – Exemptions………………………………....Page 29 
Personal Exemption 
Dependency Exemptions 
 
CHAPTER 6 – Credits and Prepayments………………….Page 31 
Prepayments 

Estimated Payments 
Taxes withheld 

Refundable Tax Credits and Prepayments 
Child Tax Credit 
Excess Social Security 
Earned Income Credit 

Non-Refundable Tax Credits 
Dependent Care Credit 



 

Elderly/Disabled Credit 
Foreign Tax Credit 
Hope Scholarship Credit and Lifetime Learning Credits 
Adoption Credit 
Contribution to Retirement Plan Credit 

 
CHAPTER 7 – Capital Gains and Losses………………….Page 35 
Basic Capital Gains and Losses 
Netting Capital Gains and Losses 
Non-taxable Transactions 

Like-kind exchanges 
Sale of Personal Residence 
Involuntary Conversions 
Other Non-taxable Transactions 

No Loss Allowed Transactions 
Wash Sales 
Personal Losses  
Related Party Transactions  

Capital Assets and Section 1231 
Included in Capital Assets 
Excluded from Capital Assets 
Section 1231 

 
CHAPTER 8 – Estate and Gift Taxation…………………..Page 41 
Unified Transfer Credit 
Gift Taxes 

Unlimited Gifts 
Valuation of the Gift 
Gift Tax Returns 
Gift Tax Formula 

Estate Taxes 
Valuing the Estate 
Estate Tax Returns 
Estate Tax Formula 

Income Earned by Estates and Trusts 
Distributable Net Income 

 
CHAPTER 9 – Partnership Taxation……………………...Page 47 
Formation of Partnerships 

Holding Period for Contributed Property 
Gain or Loss When Property is Contributed 

Partnership Income 
Partnership Basis Calculations 
Guaranteed Payments 
Partnership Losses 



 

Distributions and Withdrawals 
Liquidating Distributions 
Sale of Interest in a Partnership 
Partnership Termination 
 
CHAPTER 10 – Corporate Taxation……………………....Page 55 
Formation of a Corporation 

Property Contributions 
Start-up costs 

Differences between Corporate Taxation and Individual Taxation 
Dividend Received Deduction 
Charitable Contributions 
Non-deductible Business Expenses 
Consolidated Returns 
Alternative Minimum Tax 
Book to Tax Reconciliation 
Retained Earnings Analysis 
Accumulated Earnings Tax 

Corporate Distributions 
Distributions in Excess of Accumulated Earnings and Profits 
Corporate Distributions of Property 
Liquidating Distributions 

 
CHAPTER 11 – MACRS Depreciation…………………….Page 63 
MACRS Depreciation 
Section 179 
 
CHAPTER 12 – S Corporations & Other Corporations….Page 65 
Electing S Corp Status 
Terminating S Corporation Status 
Other S Corporation Information 
Built-in Gains When Electing S Corporation Status 
Other Entity Types 

Personal Service Corporations 
Personal Holding Companies 

 
CHAPTER 13 – Contract Law……………………………..Page 67 
Valid Contracts 

Elements of a Valid Contract 
Valid Offers 
Valid Acceptance 
Mailbox Rule  
Consideration 

Challenging the Validity of a Contract 
Unenforceable Contracts 



 

Statute of Frauds 
Parole Evidence Rule 
Exceptions to the Parole Evidence Rule 

 
CHAPTER 14 – Sales Contract Law……………………….Page 71 
Sales Contract Law vs. General Contract Law 
Buyer and Seller Rights 

Buyers Rights 
Sellers Rights 

Statute of Frauds for Sales Contracts 
Warranties, Liability, and Risk of Loss 

Warranties 
Strict Product Liability 
Risk of Loss Transfers 
Merchant Firm Offers 

Buyer and Seller Courses of Action 
Seller Courses of Action 
Buyer Courses of Action 
Punitive Damages 

 
CHAPTER 15 – Employment Law………………………....Page 75 
FUTA – Federal Unemployment Tax Act 
FICA – Federal Insurance Contribution Act  
Worker’s Compensation 
 
CHAPTER 16 – Commercial Paper………………………..Page 77 
Negotiable Instruments 

Types of Negotiable Instruments 
Endorsements 

Commercial Paper Liability 
Contract Liability 
Warranty Liability 

Holders in Due Course (HDC) 
Shelter Doctrine 
Real Defenses  
Personal Defenses  

 
CHAPTER 17 – Agency Law……………………………….Page 81 
Agents 
Actual Authority 
Apparent Authority 
Liability Under Apparent and Actual Authority 
Disclosure of the Principal 

Disclosed principal 



 

Partially Disclosed Principal  
Undisclosed Principal 

Doctrine of Respondeat Superior 
 
CHAPTER 18 – Insurance Law…………………………….Page 83 
The Formula 
Co-Insurance 
Insurance Basics 
 
CHAPTER 19 – Secured Transactions…………………….Page 85 
Attachment 
Perfecting a Loan 
PMSI Creditors 
 
CHAPTER 20 – Property Law……………………………..Page 87 
Real Property 

Land Contracts 
Marketable Titles 
Deeds 
Recording a Deed 
Types of Deeds 
Title Insurance 

Personal Property 
Tangible Personal Property 
Intangible Personal Property 
Trade Fixtures 

Bailments 
 
CHAPTER 21 – Sureties…………………………………....Page 91 
Surety Rights 
Surety Defenses 
Conditional Vs. Unconditional Sureties 
 
CHAPTER 22 – Bankruptcy Law………………………….Page 93 
Voluntary Vs. Involuntary Bankruptcy 
Types of Bankruptcy 

Chapter 7 
Chapter 11 
Chapter 13 

Bankruptcy Effective Date 
Payment of Claims 
Denial of Discharge 
Debts That Cannot Be Discharged 
 



 

CHAPTER 23 – Securities Exchange Acts………………...Page 95 
Securities Act of 1933 

Required to File a Registration Statement 
Exempt from Filing a Registration Statement 
Regulation D 
Rule 504 
Rule 505 
Rule 506 

Securities Act of 1934 
Required to File a Registration Statement 
Exempt from Filing a Registration Statement 
Required Reports 

Criminal and Civil Liability 
Securities Act of 1933 Liability 
Securities Act of 1934 Liability 

 
CHAPTER 24 – Professional Conduct……………………..Page 99 
Principles of Conduct 
Due professional care  
Rules of Conduct 

Independence 
Integrity and Objectivity 
General Standards  
Compliance with Standards 
Accounting Principles 
Confidential Client Information  
Contingent Fees 
Acts Discreditable 
Advertising 
Commissions and Referral Fees 
Form of Organization and Name 

Interpretations of the Rules and Ethics Rulings 
Disciplinary Action 
 
CHAPTER 25 – Legal Liability…………………………...Page 103 
CPA Liability to Clients 

Breaches 
Negligence 
Fraud 
Gross Negligence  

CPA Liability to Third Parties 
Private Securities Litigation Reform Act of 1995 
Sarbanes-Oxley act of 2002 


