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True False
From “The Subprime Mortgage Debacle: A Tax Issue”
1. Before the amendment, debt discharge income was excluded from gross income if the discharge Q o
occurred in a case under Title 11.
2. All of the discharged debt income will be applied first against the “qualifying” loan, leading to an Q o
exclusion.
3. Reducing basis in your home and increasing the gain on the sale of your home generates an
increased amount of income. However, Congress previously decided to exclude gain from the sale ~ Q Q
of a qualified personal residence.
4. Debt discharge income will never be “phantom” income. It will always be untaxable income. Q Q
From “Communicating Internal Control-Related Matters in SAS No. 115”
5. One change with SAS No. 115 was that communications of internal control related matters to Q Q
management and those charged with governance were allowed to be communicated verbally,
whereas SAS No. 60 required them to be communicated in writing.
6. The term “reportable condition” was eliminated and the terms “significant deficiency” and Q o
“material weakness” were used to describe control deficiencies that must be communicated to
management and those charged with governance with SAS No. 115.
7. A deficiency in internal controls exists when the design or operation of a control does not allow @) @)
management or employees to prevent, or detect and correct misstatements on a timely basis.
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