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Chapter 1 Foundations of Regulation
AICPA Code of Professional Conduct & Ethics
The AICPA (American Institute of Certified Public Accountants) Code of
Professional Conduct is the cornerstone of ethical and professional
behavior for Certified Public Accountants (CPAs) in the United States. As
candidates prepare for the CPA Regulation Exam 2025/2026, understanding
this Code is essential not only for exam success but also for future
professional practice. The Code outlines the principles and rules that guide
CPAs in conducting themselves with integrity, objectivity, and competence.
It also helps the public maintain trust in the accounting profession. This
section provides a comprehensive overview of the AICPA Code of
Professional Conduct, breaking it down into understandable parts for
easier learning and retention.

Understanding the Purpose of the Code

The AICPA Code of Professional Conduct serves several key purposes. First
and foremost, it establishes the principles that define ethical behavior for
CPAs. These principles are not just abstract ideals; they are the standards
against which professional conduct is measured. Secondly, the Code
provides enforceable rules that CPAs must follow. Violations of these rules
can result in disciplinary actions, including suspension or expulsion from
the AICPA. Lastly, the Code serves as a resource for ethical decision-
making, helping CPAs navigate complex situations where the right course
of action may not be immediately clear.

Structure of the AICPA Code

The AICPA Code of Professional Conduct is divided into three main parts:

Part 1: Members in Public Practice

Part 2: Members in Business

Part 3: Other Members

Each part contains principles, rules, and interpretations that are relevant to
the specific professional setting of the CPA. Let's explore each part in more



detail.

Part 1: Members in Public Practice

This section applies to CPAs who provide assurance and auditing services
to clients. These professionals are held to the highest standards of
independence and objectivity.

Key Principles in Part 1:

Responsibilities: CPAs must exercise sensitive professional and moral
judgment in all their activities.

The Public Interest: CPAs should act in a way that serves the public
interest, honors the public trust, and demonstrates a commitment to
professionalism.

Integrity: Honesty and integrity are essential. CPAs must be honest
and candid within the constraints of client confidentiality.

Objectivity and Independence: CPAs must maintain objectivity and
avoid conflicts of interest. Independence is particularly critical in
audit and assurance services.

Due Care: CPAs must carry out professional responsibilities with
competence and diligence.

Scope and Nature of Services: Services should be consistent with the
Code and not compromise the CPA's ability to act with integrity and
objectivity.

Key Rules in Part 1:

Independence Rule: Independence is required for audit and
attestation engagements. This means both "independence in fact"
and "independence in appearance."

Integrity and Objectivity Rule: CPAs must be free of conflicts of
interest and must not knowingly misrepresent facts.

General Standards Rule: CPAs must comply with professional
competence, due professional care, planning and supervision, and
sufficient relevant data.



Compliance with Standards Rule: CPAs must follow the standards
established by authoritative bodies.

Accounting Principles Rule: CPAs must adhere to generally accepted
accounting principles (GAAP).

Confidential Client Information Rule: CPAs cannot disclose any
confidential client information without the client's consent.

Contingent Fees Rule: CPAs cannot charge fees contingent upon the
findings or outcomes of audits or reviews.

Acts Discreditable Rule: CPAs must not engage in any act that
discredits the profession.

Part 2: Members in Business

This part applies to CPAs who work in corporate, governmental, or not-for-
profit organizations, rather than public accounting firms. While
independence is not required, other ethical principles still apply.

Key Principles in Part 2:

Integrity and Objectivity: Even in a business setting, CPAs must
remain objective and must not subordinate their judgment to others.

Competence: CPAs must perform their duties competently and
continue to develop their knowledge and skills.

Confidentiality: CPAs must protect confidential information and
avoid using it for personal gain or to harm others.

Key Rules in Part 2:

Integrity and Objectivity Rule: This rule prohibits subordination of
judgment and requires disclosure of any conflicts of interest.

General Standards Rule: As with public practice, members must
maintain competence, use due care, and gather sufficient data
before making decisions or reporting.

Acts Discreditable Rule: This includes things like discrimination,
harassment, or negligence in preparing financial statements.



Part 3: Other Members

This section applies to CPAs who are not currently in public practice or
business. While they may not be active in professional practice, they are
still expected to uphold the reputation of the profession.

Key Principles in Part 3:

Integrity and Objectivity: These principles apply universally, even if the
CPA is retired or not practicing.

Key Rule in Part 3:

Acts Discreditable Rule: Members are still accountable for actions that
could bring discredit to the profession.

Conceptual Framework for Ethical Decision-Making

The AICPA Code provides a conceptual framework to help CPAs address
situations not specifically covered by the rules. The framework involves:

Identifying Threats: These may include self-interest, self-review,
advocacy, familiarity, and intimidation threats.

Evaluating the Significance of the Threats: Determine whether the
threat is at an acceptable level.

Applying Safeguards: If threats are not at an acceptable level, CPAs
must apply safeguards to eliminate or reduce them. These
safeguards may include external reviews, additional training, or
consultation with ethics boards.

Types of Ethical Threats

Self-Interest Threat: When a CPA has a financial or other interest
that could influence their judgment.

Self-Review Threat: Occurs when a CPA reviews their own work or
that of their firm.

Advocacy Threat: When a CPA promotes a client's or employer’s
position to the point that their objectivity is compromised.



Familiarity Threat: When a CPA becomes too sympathetic to the
interests of others due to a close relationship.

Intimidation Threat: When a CPA is deterred from acting objectively
due to actual or perceived pressures.

Real-World Applications and Examples

To understand how the Code works in practice, let’s consider some
scenarios:

Example 1: Independence Violation A CPA is auditing a company
while holding stock in that company. This clearly breaches the
independence rule because the CPA has a direct financial interest.

Example 2: Confidentiality Breach A CPA shares a client’s financial
information with a friend without the client’s permission. This
violates the confidentiality rule and can lead to disciplinary action.

Example 3: Subordination of Judgment A CPA working in a
corporation is told by a superior to manipulate earnings. If the CPA
complies, they violate the objectivity principle. If they refuse and
report the issue, they are acting ethically under the Code.

Enforcement and Disciplinary Action

Violations of the AICPA Code can lead to investigations and disciplinary
actions. The AICPA Professional Ethics Division investigates complaints, and
penalties may include:

Admonishment or reprimand

Suspension of membership

Expulsion from the AICPA

In serious cases, violations may also lead to legal consequences or
sanctions from state boards of accountancy.

Summary

The AICPA Code of Professional Conduct & Ethics is fundamental to the CPA
profession. It outlines the ethical responsibilities CPAs must uphold and
provides a clear structure for professional behavior. Understanding the



principles, rules, and frameworks within the Code is not only crucial for
passing the CPA Regulation Exam but also for building a trustworthy and
competent professional career. By mastering these ethical guidelines,
future CPAs can ensure they act with integrity, maintain public trust, and
contribute positively to the profession and society as a whole.

Federal Tax Processes & Procedures
One of the critical areas that candidates must master for the CPA
Regulation Exam 2025/2026 is understanding the federal tax processes and
procedures. This subtopic provides insight into how the Internal Revenue
Service (IRS) administers and enforces tax laws in the United States. It
covers how tax returns are processed, how audits are conducted, and how
disputes are resolved. It also explains the rights and responsibilities of
taxpayers and the mechanisms in place to ensure compliance with tax
laws. Understanding these procedures not only prepares candidates for the
exam but also helps them become responsible and informed tax
professionals.

Overview of the Federal Tax System

The federal tax system in the United States is primarily administered by the
Internal Revenue Service (IRS), which is a bureau of the U.S. Department of
the Treasury. The system is based on a set of laws and regulations enacted
by Congress and interpreted by the IRS through various guidance, such as
revenue rulings, procedures, and notices.

Taxes are collected from individuals, corporations, and other entities to
fund government operations and public services. The most common forms
of federal taxation include income tax, payroll tax, estate and gift taxes, and
excise taxes. This section focuses mainly on the income tax system and the
procedural framework that governs it.

Filing Requirements and Tax Return Process

The tax process begins with the filing of tax returns. Individuals and
businesses must report their income, deductions, credits, and tax liability
on a variety of IRS forms, most commonly Form 1040 for individuals and
Form 1120 for corporations.



Key steps in the filing process include:

Determining Filing Status and Due Dates: Taxpayers must choose the
correct filing status (e.g., single, married filing jointly, head of
household) which affects their tax rate and eligibility for deductions.
The general due date for individual tax returns is April 15th, though
extensions are available.

Calculating Taxable Income: Taxable income is calculated by taking
total income and subtracting allowable adjustments and deductions.

Applying Tax Rates and Credits: After determining taxable income,
the taxpayer applies the appropriate tax rate and reduces the liability
with available tax credits.

Submitting the Return: Returns can be submitted electronically
through the IRS e-file system or by mail. Electronic filing is faster and
reduces errors.

Paying Any Tax Owed: Payment must accompany the return if taxes
are due. Taxpayers can also pay online or set up installment
agreements with the IRS.

IRS Examination (Audit) Process

The IRS may select returns for examination or audit to ensure accuracy and
compliance. Not all returns are audited—only a small percentage are
selected based on various criteria, including random selection, computer
scoring, and potential red flags.

Types of IRS Examinations:

Correspondence Audit: The simplest form, conducted by mail. The
IRS may request additional documentation to support a specific item
on the return, such as charitable contributions.

Office Audit: The taxpayer is asked to appear at an IRS office with
relevant documentation. This type of audit is more detailed than a
correspondence audit.

Field Audit: Conducted at the taxpayer's home, business, or
accountant’s office. These are comprehensive audits often involving



complex issues.
Audit Process Steps:

Notification: Taxpayers receive a written notice of examination,
explaining the scope and issues under review.

Preparation: Taxpayers must gather records and documents to
support the items reported on the return.

Interview and Review: During the audit, the IRS agent may ask
questions and request additional information.

Conclusion: The IRS will issue a report outlining proposed changes. If
the taxpayer agrees, the changes are finalized. If not, the taxpayer
can appeal.

Appeals and Dispute Resolution

If a taxpayer disagrees with the outcome of an audit, they have the right to
appeal. The appeals process is intended to provide a fair and impartial
review of disputes without the need for litigation.

Options for Dispute Resolution:

Appeals Office: The IRS Office of Appeals is an independent function
that reviews cases where the taxpayer and the examination division
disagree. Taxpayers submit a formal written protest and meet with
an appeals officer.

Taxpayer Advocate Service: An independent organization within the
IRS that helps taxpayers resolve problems that are not getting
resolved through normal IRS channels.

Tax Court, District Court, or Claims Court: If the dispute cannot be
resolved through appeals, the taxpayer may pursue legal action. The
U.S. Tax Court hears cases without requiring payment of the disputed
amount first, while other courts require payment before the suit.

Assessment and Collection Procedures

Once a tax return is filed or an audit is completed, the IRS may assess
additional taxes. An assessment is the formal recording of a taxpayer’s



liability.

Steps in the Assessment and Collection Process:

Assessment: The IRS assesses tax liability based on the return or
audit findings.

Notice of Tax Due: The IRS sends a notice demanding payment.

Payment or Resolution: The taxpayer must pay or work out a
resolution. Options include:

Full payment

Installment agreement

Offer in compromise (settling for less than the full amount)

Currently not collectible status (temporary delay in collection)

Collection Actions: If the taxpayer does not respond, the IRS may
take enforced collection actions:

Liens: A legal claim against the taxpayer’s property.

Levies: Seizure of assets such as bank accounts or wages.

Seizures: Taking physical property to satisfy tax debt.

Refunds and Statute of Limitations

Taxpayers who overpay taxes may be entitled to a refund. Refund claims
must be filed within specific time limits.

Key Time Limits:

Refund Claims: Must be filed within 3 years of the original return due
date or within 2 years of the tax being paid, whichever is later.

Audit Period: The IRS has generally 3 years to audit a return, but this
can extend to 6 years if there is a substantial understatement of
income.

Collections: The IRS has 10 years from the date of assessment to
collect unpaid taxes.



Penalties and Interest

Failure to comply with tax rules may result in penalties and interest. These
are intended to encourage compliance and compensate the government
for delayed payments.

Common Penalties:

Failure to File Penalty: Usually 5% of unpaid taxes for each month
the return is late, up to a maximum of 25%.

Failure to Pay Penalty: 0.5% per month of the unpaid tax, up to a
maximum of 25%.

Accuracy-Related Penalty: 20% of the underpayment due to
negligence or substantial understatement.

Fraud Penalty: 75% of the underpayment attributable to fraud.

Interest Charges: Interest is charged on any unpaid tax from the due date
until the tax is paid in full.

Taxpayer Rights

The IRS is required to respect taxpayer rights throughout all stages of the
tax process. The "Taxpayer Bill of Rights" groups these into ten categories:

The right to be informed

The right to quality service

The right to pay no more than the correct amount of tax

The right to challenge the IRS’s position and be heard

The right to appeal an IRS decision in an independent forum

The right to finality

The right to privacy

The right to confidentiality

The right to retain representation

The right to a fair and just tax system



Understanding these rights helps candidates grasp how the IRS must
conduct its operations and treat taxpayers with fairness.

Summary

The federal tax process involves several stages, from the filing of returns
and assessment of taxes to collection, appeals, and refunds. Each stage is
governed by specific procedures designed to ensure fairness, accuracy, and
compliance. For CPA candidates, mastering this knowledge is critical for the
Regulation Exam.

Legal Research Methods & Regulatory Framework
For CPA candidates preparing for the Regulation (REG) section of the CPA
Exam 2025/2026, a solid grasp of legal research methods and the
regulatory framework is essential. This area not only strengthens
understanding of how laws are developed and interpreted but also equips
professionals with tools to resolve complex tax and business law issues.
CPAs often face situations that require locating and interpreting laws,
regulations, and case precedents. This chapter will explore, in clear and
simple language, the structure of the U.S. legal system, key sources of tax
and business law, and practical methods used to perform legal research
efficiently and accurately.

Understanding the U.S. Legal System

The U.S. legal system is the foundation for all regulations affecting
accounting, taxation, and business law. It is a common law system,
meaning that legal decisions made by courts (judicial precedent) play a
critical role alongside written laws (statutes and regulations).

There are two major levels in the legal system:

Federal Law – Applies across all states and includes tax laws,
securities laws, and other national regulations.

State Law – Varies by state and governs matters such as contract law,
property law, and business formation.

Legal authority is also divided into three types:



Primary Authority – Includes statutes, regulations, and court
decisions. These are binding.

Secondary Authority – Includes legal encyclopedias, commentaries,
and treatises. These help explain the law but are not binding.

Key Sources of Federal Tax Law

Federal tax law is primarily derived from several authoritative sources.
Each plays a unique role in the tax research process:

The Internal Revenue Code (IRC): The IRC is the most authoritative
source of federal tax law. Enacted by Congress, it is codified in Title
26 of the U.S. Code. It defines tax rules for individuals, corporations,
estates, and other entities.

Treasury Regulations: Issued by the U.S. Department of the Treasury,
these regulations interpret and provide guidance on the IRC. They
are categorized as:

Proposed Regulations (non-binding but informative)

Temporary Regulations (binding for a limited time)

Final Regulations (binding and fully enforceable)

Revenue Rulings and Revenue Procedures: Published by the IRS to
explain how tax laws apply in specific situations.

Revenue Rulings illustrate the IRS's position on legal issues.

Revenue Procedures explain IRS practices and procedures.

Private Letter Rulings (PLRs) and Technical Advice Memoranda
(TAMs): These are responses from the IRS to specific taxpayer
requests. While they apply only to the requesting party, they provide
insight into IRS thinking.

Court Decisions: Courts interpret tax law when disputes arise
between taxpayers and the IRS. Major courts that hear tax cases
include:

U.S. Tax Court (does not require payment before litigation)



U.S. District Courts

U.S. Court of Federal Claims

U.S. Courts of Appeals

U.S. Supreme Court (final authority)

IRS Publications and Notices: These include newsletters, FAQs, and
other informal guidance. Though not legally binding, they can be
useful in understanding IRS policy.

Hierarchy of Tax Authority

When performing tax research, it’s important to understand which sources
carry more legal weight:

IRC (highest authority)

Treasury Regulations

Court Decisions

IRS Rulings and Procedures

IRS Publications and Other Informal Guidance

Knowing this hierarchy helps CPAs prioritize the most authoritative
guidance when solving tax issues.

Legal Research Methods: The Step-by-Step Process

Legal research is a structured method to find applicable laws and
interpretations. CPA candidates need to be proficient in researching tax
law, locating statutes and rulings, and applying them to specific situations.

Step 1: Identify the Issue or Question

The first step is clearly defining the legal or tax question. For example: “Is a
home office deduction allowed for a self-employed consultant?” Clearly
stating the issue helps narrow the search.

Step 2: Gather Relevant Facts

Facts provide context and boundaries for the research. Key details like
dates, dollar amounts, taxpayer type (individual, corporation), and



geographic location are crucial.

Step 3: Find Relevant Sources

Use reliable sources to locate the law:

Internal Revenue Code (IRC): Available online through government
websites or commercial tax services.

Treasury Regulations: Also published and updated regularly.

Tax Services (like CCH, RIA, Bloomberg): Provide searchable
databases with annotations, summaries, and commentary.

Case Law Databases (LexisNexis, Westlaw): Useful for researching
court decisions.

Step 4: Analyze the Authority

Once a relevant source is found, determine its strength and applicability.
Always favor primary authority. Review:

Statutory language for clarity and application

Regulations for interpretation

Cases to see how courts have ruled on similar facts

Make sure to check dates—laws and interpretations can change over time.

Step 5: Apply the Law to the Facts

Compare the facts of your case with those in the law. Consider:

Similarities and differences

How courts or the IRS interpreted similar facts

Whether the guidance supports or contradicts your conclusion

Step 6: Document the Research

Keep a research log or memo that documents the question, sources
consulted, findings, and conclusion. This helps ensure transparency and
allows others to follow your logic.

Tax Research Tools and Technologies



Today’s CPAs have access to digital tools that streamline legal research.
These tools include:

IRS Website (irs.gov): For forms, publications, and recent notices.

Tax Research Platforms: Wolters Kluwer (CCH), Thomson Reuters
(Checkpoint), and Bloomberg BNA offer integrated research
platforms.

State Tax Sites: State-level departments of revenue provide access to
state-specific laws and regulations.

Knowing how to navigate and use these tools effectively is part of the
skillset tested on the CPA Exam.

Regulatory Framework Overview

The regulatory framework refers to the laws and rules that govern the
accounting and tax profession. Understanding this framework is important
for ensuring compliance and maintaining professional standards.

Key Components of the Regulatory Framework:

Statutory Law: Enacted by Congress. For CPAs, the most important
statute is the Internal Revenue Code (IRC).

Administrative Law: Created by executive agencies like the IRS
through regulations, rulings, and procedures. This includes the
Treasury Regulations and IRS notices.

Judicial Law: Created by courts when interpreting the statutes and
administrative laws. These decisions influence how laws are applied.

Professional Standards: Created by professional organizations such
as:

AICPA: Sets ethical and audit standards.

PCAOB (Public Company Accounting Oversight Board): Oversees
audits of public companies.

State Boards of Accountancy: Regulate licensure and conduct of
CPAs.



SEC (Securities and Exchange Commission): Oversees financial
reporting and disclosures for publicly traded companies.

Importance of Staying Current

Tax and business laws are constantly evolving. New legislation, such as the
Inflation Reduction Act or Tax Cuts and Jobs Act, can significantly change
how laws are interpreted and applied. CPAs must stay up to date by
regularly consulting trusted sources, subscribing to newsletters, and
attending professional development courses.

For exam purposes, candidates are tested on laws in effect six months prior
to the exam date. This makes understanding current events and how they
affect regulations crucial to test success.

Example of Legal Research Application

Scenario: An individual wants to deduct expenses for a home office.

Research Process:

Identify that the deduction is addressed under IRC Section 280A.

Consult Treasury Regulations for interpretation.

Look at relevant Revenue Rulings and court decisions.

Review IRS Publication 587 for practical guidance.

Determine that the office must be used regularly and exclusively for
business.

Conclusion: Based on the facts, determine if the individual qualifies.
Document the findings and keep a copy of the sources for reference.

Summary

Legal research and the regulatory framework are not just academic
concepts—they are the tools CPAs use every day to provide accurate,
ethical, and legally sound advice. Whether preparing tax returns, advising
clients, or resolving disputes, CPAs rely on their ability to find and interpret
authoritative sources.



For the CPA Regulation Exam, understanding the structure of the legal
system, the hierarchy of tax authorities, and the step-by-step research
process is essential. Equally important is staying current with changes in
the law and using modern research tools effectively.

Exam Format & Structure
One of the most important elements for CPA candidates preparing for the
Regulation (REG) section of the CPA Exam 2025/2026 is understanding the
exam's format and structure. Success on the exam is not just about
mastering content—it also depends on being familiar with how the exam is
organized, how time is allocated, what types of questions are asked, and
how your performance is assessed. This section provides a detailed
breakdown of the exam’s layout and content structure in simple, easy-to-
understand language. Whether you're a first-time test taker or a repeat
candidate, this information will help you approach the REG exam with
clarity and confidence.

Overview of the CPA Exam

The Uniform CPA Examination is developed by the American Institute of
Certified Public Accountants (AICPA) and administered by the National
Association of State Boards of Accountancy (NASBA). It is a computer-
based test consisting of four sections:

Auditing and Attestation (AUD)

Business Analysis and Reporting (BAR)

Financial Accounting and Reporting (FAR)

Regulation (REG)

Each section is four hours long. While the other sections focus on different
technical competencies, the REG section tests candidates on ethics,
professional responsibilities, federal tax procedures, and business law.

Structure of the REG Exam

The Regulation (REG) exam is divided into five testlets:

Two testlets contain multiple-choice questions (MCQs)



Three testlets contain task-based simulations (TBSs)
Here is a breakdown of the exam structure:

Component Number of
Testlets

Number of
Items

Weight
(%)

Multiple-Choice
Questions

2 72 MCQs 50%

Task-Based Simulations 3 8 TBSs 50%

Total exam time: 4 hours, with one optional 15-minute break after the
third testlet (which doesn’t count against the total time).

Types of Questions on the REG Exam

1. Multiple-Choice Questions (MCQs)

These questions test knowledge and understanding of the subject matter.
Each question includes a stem (the question or statement) and four
possible answers, only one of which is correct.

Some MCQs are straightforward factual questions.

Others may present a brief scenario requiring application of tax law
or ethical principles.

Questions vary in difficulty, and the CPA Exam uses an adaptive
model for MCQs—if you perform well on the first testlet, you may
receive a harder second testlet.

Scoring Tip: Difficulty level is factored into your score. Correct answers on
harder questions may earn more points than those on easier ones.

2. Task-Based Simulations (TBSs)

TBSs require candidates to apply their knowledge and skills to real-life
scenarios. These questions may ask you to:

Complete a form

Perform calculations



Analyze legal documents

Apply tax codes

Determine appropriate entries in a tax scenario
Each simulation may contain multiple tasks and tabs. You may be asked to
fill out spreadsheets, drag and drop information, or write brief
explanations.

Scoring Tip: Partial credit is awarded. Even if you don’t complete all parts
correctly, you can earn points for partially correct responses.

Content Areas Covered on the REG Exam

The REG section includes five content areas. Each area has a specific
percentage range that reflects how much of the exam focuses on that
topic.

Ethics, Professional Responsibilities, and Federal Tax Procedures
(10–20%)

AICPA Code of Professional Conduct

IRS regulations and procedures

Taxpayer rights and preparer penalties

Business Law (10–20%)

Contracts, sales, and commercial paper

Business structures (partnerships, corporations, LLCs)

Bankruptcy and debtor-creditor relationships

Federal Taxation of Property Transactions (12–22%)

Gain/loss recognition

Basis rules

Like-kind exchanges and involuntary conversions

Federal Taxation of Individuals (15–25%)

Income and exclusions



Deductions and credits

Filing requirements

Federal Taxation of Entities (28–38%)

C Corporations

S Corporations

Partnerships

Trusts and estates

Skill Levels Tested

The REG exam doesn't just test what you know—it also tests how well you
can apply your knowledge. Each question or task is designed to assess
specific skills:

Remembering and Understanding (25–35%)

Recognizing definitions, rules, and terms

Application (35–45%)

Applying knowledge to specific scenarios

Analysis (25–35%)

Interpreting and analyzing data to solve problems

This ensures that candidates are not only memorizing facts, but also
demonstrating the ability to apply concepts in real-world situations.

Exam Navigation and Tools

The CPA Exam uses a consistent interface across all sections. Familiarity
with the system helps reduce stress and save time on test day. Some key
features include:

Authoritative Literature: Accessible during simulations, this tool
includes the Internal Revenue Code and IRS publications.

Calculator: A basic on-screen calculator for performing arithmetic.



Spreadsheet: Similar to Excel, it allows you to perform calculations
and keep track of figures.

Flagging Questions: You can mark MCQs for review and return to
them before submitting the testlet.

Breaks: A 15-minute optional break is available after Testlet 3. Other
breaks are allowed but reduce exam time.

Scoring and Passing

Each section of the CPA Exam is scored on a scale of 0 to 99. A score of 75
or higher is required to pass. The scoring is weighted:

MCQs: 50%

TBSs: 50%

Important Notes:

There is no penalty for guessing—so always answer every question.

The AICPA uses a statistical model that considers both the difficulty
and correctness of answers.

Scores are typically released in waves throughout the year.

Time Management Strategies

Effective time management is essential to completing the REG exam
successfully. Here’s a suggested time allocation strategy:

Section Recommended Time

MCQ Testlet 1 45 minutes

MCQ Testlet 2 45 minutes

TBS Testlet 1 35 minutes

TBS Testlet 2 40 minutes

TBS Testlet 3 45 minutes



Review & Buffer 30 minutes

Stick to these guidelines, but also adjust based on your strengths. If you’re
strong with MCQs, move faster and save more time for simulations.

Tips for Exam Day Success

Practice with Simulations: Use sample TBSs from the AICPA or
commercial review providers. The more exposure you have, the
better.

Familiarize Yourself with Authoritative Literature: Know how to
quickly search for key terms.

Don’t Leave Anything Blank: There’s no guessing penalty—take an
educated guess.

Take the Optional Break: Step away after the third testlet to refresh.

Stay Calm and Focused: If a question stumps you, move on and come
back to it.

REG Exam Blueprint

The AICPA provides a blueprint for the REG exam that details the content
covered, skill levels assessed, and question types. Reviewing the blueprint
is crucial for guiding your study plan. Focus on heavily weighted areas like
taxation of entities and individuals.

The blueprint is structured into:

Content Areas: What topics are tested

Skill Levels: How the topic is tested

Tasks: Examples of what you will be asked to do

Use the blueprint to:

Prioritize study topics

Practice skill-level-appropriate questions

Simulate real test scenarios



Preparing for the REG Exam: Key Takeaways

Know the structure: 2 MCQ testlets, 3 TBS testlets

Understand the weighting: 50% MCQs, 50% TBSs

Master the content areas: Focus on tax law and ethics

Apply skill-based thinking: Don’t just memorize—practice applying

Practice with tools: Authoritative literature, calculator, spreadsheets

Follow time strategies: Keep a close eye on the clock

Use the AICPA blueprint: Tailor your prep to what’s tested

Summary

Understanding the format and structure of the Regulation section of the
CPA Exam is a major step toward passing it. By knowing how the test is
constructed, what types of questions to expect, and how to manage your
time wisely, you can walk into the testing center feeling prepared and
confident. Focus your efforts on mastering content in the high-weight
areas, and regularly practice multiple-choice questions and simulations.
Use every resource available—including sample tests, blueprints, and
authoritative literature—to build familiarity and efficiency. The more
comfortable you are with the exam's layout and tools, the more you can
focus on demonstrating your knowledge and skills under pressure.
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