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TASK-BASEDSIMULATIONS

TASK-BASEDSIMULATION1: WrittenCommunication
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The Chairman of the Board of Directors is worried about the upcoming audit. Specifically, he is concerned
about how he will prove to the auditors that the Board of Directors has fulfilled its' oversight function in
accordance with the COSO Internal Control-Integrated Framework. As the Chief Financial Officer, draft a memo
to the Chairman describing what the auditors might look for in regards to the following board attributes:

» Operates independently
¢ Monitors risk

¢ Retains financial reporting expertise

¢ Oversees audit activities
Type your communication in the response area below using the word processor provided.

REMINDER: Your response will be graded for both technical content and writing skills. Technical
content will be evaluated for information that is helpful to the intended reader and clearly relevant to the
issue. Writing skills will be evaluated for development, organization, and the appropriate expression of
ideas in professional correspondence. Use a standard business memo or letter format with a clear
beginning, middle, and end. Do not convey information in the form of a table, bullet point list, or other
abbreviated presentation.

MEMORANDUM
To: Chairman, Board of Directors

Subject:  Board Oversight

[Response areal

Sincerely,

Chief Financial Officer
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TASK-BASEDSIMULATION1:So/ution

MEMORANDUM
To: Chairman, Board of Directors

Subject:  Board Oversight

The purpose of this memo is to identify and explain the kinds of activities that will enable the auditors to conclude that the

Board of Directors is fulfilling its' oversight function in accordance with the COSO Internal Control-Integrated Framework.

One of the characteristics of an effective board is the ability of each member to provide independent advice to our company.
You may recall, annually our company requires each board member to disclose in writing any personal relationships and
material direct or indirect financial transactions with our company. In addition to this, we have a process in place where the
Vice President of the board reviews these disclosures and evidences his review via signature on the certification statement.
Before any vote is taken, the VP verbally reminds board members to vote independently and, if applicable, has the power to
ask board members to recuse themselves from the vote in the event that they are not entirely independent on the issue at
hand. While our by-laws document the responsibilities of the Vice President, the board minutes document the actions of the
board and VP, consistent with the policy defined in the by-laws. Rest assured that the auditors will review both of these

documents and find the evidence to support a conclusion on board oversight.

We also have a separate nominating committee that identifies and screens potential board members. Evidence that the
nominating committee has performed their duties includes a review of background checks performed as well as the written

recommendations made by this committee.

Another attribute that the auditors will assess is the board's ability to monitor risk. One of the most powerful ways to
demonstrate effective board oversight is to establish an empowered audit committee with the authority and responsibility to
meet privately with internal and external auditors and respond directly to significant audit findings. Even staffing the audit
committee with knowledgeable financial professionals such as CPAs provide additional comfort to auditors that the board
has the capacity to understand the gravity of the issues put before them. While the auditors have both the charter and by-
laws to support the creation and empowerment of the audit committee, their selection and retention provides further support

that the audit committee is actually performing the responsibilities assigned to it.

Further proof of effective oversight can be obtained by reviewing the certification statements made by the audit committee,
which attest to review activities performed and decisions made. In addition, the board minutes document the adoption of
new accounting policies and procedures. And lastly, the auditors can examine whistleblower logs to determine how

complaints were handled and the timeliness of the board response.

As you can see, we have a number of mechanisms already in place that will objectively demonstrate the effectiveness of

our board. The board does an excellent job and you will be very well prepared to speak to these issues with our auditor.

Feel free to contact me should you need anything further regarding this matter.

Sincerely,

Chief Financial Officer
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TASK-BASEDSIMULATION1:So/ution

MEMORANDUM
To: Chairman, Board of Directors
Subject:  Board Oversight
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Sincerely,

Chief Financial Officer
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TASK-BASEDSIMULATION1:Sol/ution

MEMORANDUM
To: Chairman, Board of Directors

Subject:  Board Oversight

This memo describes the types of activities that will allow auditors to conclude that the Board of
Directors is fulfilling its oversight function in accordance with COSO.

At first, independence is an important characteristic of an effective board. Annually, board members
should submit details in writing about any material direct or indirect financial transactions they
have had with the company. Second, the ability to retain experts who monitor risk is an important
characteristic of a board. By establishing an empowered board that includes professionals, such as
CPA’s, offers assurance to the auditor. Finally, keeping minutes from board meetings provides
assurance that the board is overseeing audit activities.

These activities will objectively demonstrate the oversight function of the board of directors.

There are of course other activities to consider. I would be happy to discuss these with you at your
convenience.

Regards,

Sincerely,
Chief Financial Officer
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TASK-BASEDSIMULATION1:So/ution

MEMORANDUM
To: Chairman, Board of Directors

Subject:  Board Oversight
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Sincerely,

Chief Financial Officer
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TASK-BASEDSIMULATIONS

TASK-BASEDSIMULATION: WrittenCommunication

®  Writtsn Communication | Help |
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The owner of a private school is trying to increase its revenues to meet rising costs. Capacity is limited and you
have been asked to comment on the ways in which revenue can be increased.

Prepare a memorandum to the owner describing why pure price increases may result in increased revenue.

Type your communication in the response area below using the word processor provided.

REMINDER: Your response will be graded for both technical content and writing skills. Technical content
will be evaluated for information that is helpful to the intended reader and clearly relevant to the issue.
Writing skills will be evaluated for development, organization, and the appropriate expression of ideas in
professional correspondence. Use a standard business memo or letter format with a clear beginning,
middle, and end. Do not convey information in the form of a table, bullet point list, or other abbreviated
presentation.

MEMORANDUM
To: Private School Owner

Subject:  Price Increases

[Response areal

Sincerely,

Accountant
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TASK-BASEDSIMULATION:Sol/ution

MEMORANDUM
To: Private School Owner

Subject:  Price Increases

Increasing tuition may be a highly effective method of increasing revenue. Although increases in tuition may result in
decreased enroliment, if the percentage increase in revenue exceeds the percentage decrease in enroliment, total

revenue will increase.

The inelasticity of demand (the idea that demand will remain relatively unchanged in responses to changes in price) is
generally equated with essential items for survival like water, or food or even fuel. However the quality of education of our
children has a strong perceived value to the families already enrolled. Clearly the families you serve have elected to use

your school rather than to rely on public schools that are “free.”

As you review your strategy for the coming year, recognize you are electing to differentiate yourself from the competition

as a premier choice in education that is worth the price, not as a cost leader that undersells other options.

Revenue can increase purely based on tuition increases but you will need to insure that the demand for your school’s

service is differentiated from the competition and remains an alternative that cannot be duplicated by your competition.

Let me know if you need further assistance on this issue.

Sincerely,

Accountant
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TASK-BASEDSIMULATION:So/ution

MEMORANDUM
To: Private School Owner

Subject:  Price Increases
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Sincerely,
Accountant
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TASK-BASEDSIMULATION:So/ution

MEMORANDUM
To: Private School Owner

Subject:  Price Increases

This memo discusses the conditions where a price increase can result in increased revenue.

Increasing tuition fees may be an effective way to increase revenue. The increase may result in
decreased enrollment. However, if the percentage increase in tuition fees exceeds the percentage
decrease in enrollment, total revenue will increase.

Important here is that your customers feel your educational service is superior to public
education, which is generally free. The extra services that you offer differentiate you from the
competition. Those who perceive your added value should still be willing to pay the higher fees.
Of course, it is crucial that the price you charge is in line with this perceived value.

Revenue can increase based on tuition increases but you will need to insure that the demand for
your school’s service is differentiated from the competition.

If you would like to discuss this in further detail, please let me know.

Sincerely,

Accountant
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TASK-BASEDSIMULATION:So/ution

MEMORANDUM
To: Private School Owner

Subject:  Price Increases
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Sincerely,

Accountant
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TASK - BASED SIMULATION: WrittenCommunication

® Written Communication I Help |
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The new staff member at your company is confused about the underlying assumptions of net present value and
internal rate of return calculations. As the manager, write a memo to the staff member describing the difference
between the two techniques, as well as the advantages and disadvantages.

Type your communication in the response area below using the word processor provided.

REMINDER: Your response will be graded for both technical content and writing skills. Technical content
will be evaluated for information that is helpful to the intended reader and clearly relevant to the issue.
Writing skills will be evaluated for development, organization, and the appropriate expression of ideas in
professional correspondence. Use a standard business memo or letter format with a clear beginning,
middle, and end. Do not convey information in the form of a table, bullet point list, or other abbreviated
presentation.

MEMORANDUM
To: Staff Member
Subject: NPV vs. IRR

[Response areal

Sincerely,

Manager
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TASK - BASED SIMULATION: So /ution

MEMORANDUM
To: Staff Member
Subject: NPV vs. IRR

Net present value and internal rate of return are two techniques that we can use to evaluate investment opportunities

and justify the decision to accept or reject an opportunity based on quantified benefits and costs.

The net present value technique discounts cash flows at the opportunity cost of capital which is generally the weighted
average cost of capital to the organization. The NPV compares the value of one dollar today with the value of one
dollar in the future. It assumes that projects/investments with positive cash flows greater than zero are acceptable and

those with negative cash flows are not acceptable.

One of the strengths of this method is that it considers the time value of money. In addition, it also recognizes there is
always risk associated with any future cash flow as the company may not be viable in the future. A disadvantage,
however, involves the underlying assumption that there is a never-ending supply of capital. We also don’t know
exactly when a project becomes profitable. For example, a project may have a positive cash flow at the end of 10

years, but it may have negative cash flows for the first 8 years of the project life.

The internal rate of return technique is similar to the net present value method in that it also relies on the time value of
money. However, through trial and error, IRR is reached when the discount rate of the NPV = 0. Often, this can result in

multiple discount rates.

Sincerely,

Manager
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TASK - BASED SIMULATION: So /ution

MEMORANDUM
To: Staff Member
Subject: NPV vs. IRR
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Sincerely,

Manager
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TASK - BASED SIMULATION: So/ution

MEMORANDUM
To: Staff Member

Subject: NPV vs. IRR

Net present value (NPV) and internal rate of return (IRR) are two techniques used to evaluate investments
and assist you in decisions regarding these investments. This memo provides an overview of both.

NPV discounts cash flows at the opportunity cost of capital. The NPV compares the value of one dollar today
with the value of one dollar in the future. It assumes that investments with a positive cash flow will be
accepted and those with a negative cash flow rejected. And important advantage of NPV is that it considers
the time value of money. A disadvantage is that it assumes there is a never-ending supply of capital.

IRR is similar to NPV. It also relies on the time value of money. However, through trial and error, the IRR is
reached when the discount rate of the NPV equals zero.

These are the techniques used to evaluate investments and assist you in decisions regarding these
investments.

If you would like to discuss these in further detail, please let me know.

Sincerely,

Manager
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TASK - BASED SIMULATION: So /ution

MEMORANDUM
To: Staff Member

Subject: NPV vs. IRR
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Sincerely,

Manager
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TASK-BASEDSIMULATION1:WrittenCommunication

L Written Communication IHeIp | i
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Prime FL, Inc, is a Florida-based company currently working on its disaster recovery plan. John Gordon, the
company controller, has been given a large budget for this project, but he is unclear whether a cold, hot, or
warm site is the right decision for his environment. As the Disaster Recovery Specialist, draft a memo to
John Gordon discussing the benefits of each site in order to assist him with his decision.

Type your communication in the response area below using the word processor provided.

REMINDER: Your response will be graded for both technical content and writing skills. Technical
content will be evaluated for information that is helpful to the intended reader and clearly relevant to
the issue. Writing skills will be evaluated for development, organization, and the appropriate
expression of ideas in professional correspondence. Use a standard business memo or letter format
with a clear beginning, middle, and end. Do not convey information in the form of a table, bullet point
list, or other abbreviated presentation.

MEMORANDUM
To: John Gordon, Controller

Subject:  Backup Solution

[Response areal

Sincerely,

Disaster Recovery Specialist
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TASK-BASEDSIMULATION1:Sol/ution

MEMORANDUM
To: John Gordon, Controller

Subject: Backup Solution

The purpose of this memo is to provide you with information regarding disaster recovery offsite location options and how
they would be advantageous to Prime FL, Inc.
Disaster recovery and offsite locations consist of plans for continuing operations in the event of destruction of program and

data files, as well as processing capability. Small outages should be reestablished at the original site; however, you should

plan for an offsite location should Prime FL not be available due to a disaster.

Along with the cost involved, in order to make the right decision on which site is correct for Prime FL, you will have to decide
how urgently you will need to get your data, network, and users up and running.

A hot site is the most complete offsite option as well as the most costly. It would be fully equipped and would be ready to
take over Prime FL's data processing in a matter of hours, as the backup copies of your essential data files would also be
maintained at the same location. This would be the best option for a quicker recovery.

A cold site would have all the electrical connections and other physical requirements for data processing, but it would not
have the actual equipment. Cold sites usually require one to three days to be made operational because equipment would

have to be acquired. This would be the cheapest option for an offsite location.

A warm site is a combination between a hot site and a cold site. A warm site facility would already be stocked with all the
hardware it takes to create a reasonable duplicate of what you have in your primary data center. The difference is that it
would not maintain a copy of your data backup and it would have to be shipped to the offsite location. A restoration would
be accomplished in a reasonable amount of time. Prime FL would still have a continued cost because a maintenance
contract would have to be kept with the facility to keep hardware up-to-date.

In today's world, for a substantial organization not to have an offsite location as part of your disaster recovery plan is very
risky. As budget does not seem to be an obstacle for Prime FL, Inc., | would suggest an implementation of a hot site.

| hope | have provided you with enough information to make an educated decision regarding which option would be best

suited for Prime FL, Inc.

Sincerely,

Disaster Recovery Specialist
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TASK-BASEDSIMULATION1:Sol/ution

MEMORANDUM
To: John Gordon, Controller

Subject:  Backup Solution
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Sincerely,

Disaster Recovery Specialist
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TASK-BASEDSIMULATION1:So/ution

MEMORANDUM
To: John Gordon, Controller

Subject: Backup Solution

The purpose of this memo is to provide information regarding disaster recovery offsite location
options. These include hot sites, cold sites and warm sites.

A hot site is the most complete offsite option. It is also the most expensive. It would be fully
equipped. Also, it would have back up copies of your data files. It would be ready to take over
your company’s data processing within hours.

A cold site has electrical connections and other physical requirements for data processing.
However, it would have no actual equipment. This type of site would take a few days to make
operational.

A warm site is a combination of a hot site and a cold site. This type of site has all of the necessary
equipment ready. However, there would be no back up copies of your data files. These files would
have to be sent to the site when needed. This option would take a reasonable amount of time to
make operational.

In order to make the right decision on which option is correct for Prime FL, you will have to
decide how urgently you will need to get your offsite location.

If you would like to discuss these options in further detail, please let me know.

Sincerely,

Disaster Recovery Specialist
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TASK-BASEDSIMULATION1:Solution

MEMORANDUM
To: John Gordon, Controller

Subject:  Backup Solution
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Sincerely,

Disaster Recovery Specialist
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1. Stop and Think:

Primary focus— ENGLISH
Secondary focus— Accounting
Time to complete — 15 to 20
minutes per question

2. Prepare Scrap Paper:

1 full clean page

3. Read Question

Note the Topic

4. Think About Topic

Note ANY ideas that come to
mind on this topic

5. Prepare an Outline

Topic
Thesis
Content
Conclusion

6. Write — Content

Short & Simple-Sentences
Clear & Concise- Concept

- Hot site

+ Cold site

+ Warm site

L9 Concept # HE L.
Sentence & Ak L TU <,

7. Write
Introduction

Topic: Backup solution
Thesis: Information

options

8. Write Conclusion

S L7 A7 3 v OBIRIT %)
TAEBES TR THmE T 5,

9. Spell check & Re-
read
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TASK-BASEDSIMULATIONS

TASK-BASEDSIMULATION1L: WrittenCommunication

" Written Communication IHeIp |

4 Cut _3 Copy 1% Paste ) Undo (% Redo

A U.S.-owned multinational company, Multinational Company A, manufactures and sells inventory in both the
United States and Country X. While Country X has already adopted IFRS, Multinational Company A continues to
report its financial statements using U.S. GAAP. The LIFO inventory valuation method is used in the United
States while FIFO is used in Country X. Jack Connelly, the controller of Multinational Company A, has expressed
concerns about implementing IFRS. In particular, he does not understand why this change is necessary and how
the implementation of IFRS will be beneficial to his company. As the audit engagement manager of this client,
prepare a memo to Jack Connelly explaining both the purpose of IFRS and how applying IFRS to inventory
valuation will benefit Multinational Company A with respect to:

[1 Eliminating redundancy
[ Increasing transparency
[0 Accessing capital

Type your communication in the response area below using the word processor provided.

REMINDER: Your response will be graded for both technical content and writing skills. Technical content
will be evaluated for information that is helpful to the intended reader and clearly relevant to the issue.
Writing skills will be evaluated for development, organization, and the appropriate expression of ideas in
professional correspondence. Use a standard business memo or letter format with a clear beginning,
middle, and end. Do not convey information in the form of a table, bullet point list, or other abbreviated
presentation.

MEMORANDUM
To: Jack Connelly, Controller
Subject:  Benefits of Implementing IFRS

[Response areal

Sincerely,

Audit Engagement Manager
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TASK-BASEDSIMULATION1:Sol/ution

MEMORANDUM

To: Jack Connelly, Controller

Subject:  Benefits of Implementing IFRS

The purpose of this memo is to provide a brief overview of International Financial Reporting Standards
(IFRS) and to describe some of the ways that your company, Multinational Company A, might benefit from
early implementation of IFRS with respect to eliminating redundancy, increasing transparency, and

providing the Company with increased access to capital.

IFRS uses a principal-based approach in recording accounting transactions where economic substance
determines how a transaction will be treated. In creating IFRS, the International Accounting Standards
Board intended to create one universal set of accounting standards throughout the world that would

promote reporting consistency, enhance global competition and improve financial reporting transparency.

As more and more countries consider implementing IFRS, one of the benefits may be a significant cost
savings in infrastructure required to sustain two of more reporting processes. For example, Multinational
Company A currently maintains two systems that enable the company to value inventory under both FIFO
and LIFO models. Under IFRS, LIFO is not an acceptable inventory valuation method. Consequently,
Multinational Company A could streamline its reporting process by eliminating the LIFO method and
relying exclusively on FIFO. In doing so, the company may reduce its period-end closing time because

inventory valued in Country X would not have to be revalued using LIFO in the United States.

Another possible benefit of adopting IFRS is the potential for greater access to capital. If Multinational
Company A used only one inventory valuation model, lenders could evaluate the company's profitability
more efficiently. This transparency would eliminate some of the obstacles that companies frequently
encounter as they seek financing and lenders must analyze conflicting valuation models. Thus,
Multinational Company A may have access to a larger pool of international lenders, resulting in lower cost

of capital as more compete for the Company's business.

Feel free to let me know if you have any additional questions, as | will be happy to discuss them

with you at your convenience.

Sincerely,

Audit Engagement Manager
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TASK-BASEDSIMULATION1:Solution

MEMORANDUM

To: Jack Connelly, Controller
Subject:  Benefits of Implementing IFRS

Z O A X+t Multinational Company AZMFRS O3 AZ 3\ TRIZ OHIE, MO
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KEOLIFOZMER L CHMMT 2 % ER 2 20 | RETHRAHORH Z BT £,
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¥

Sincerely,

Audit Engagement Manager

2-29



<R 2 ST >

TASK-BASEDSIMULATION1:Sol/ution

MEMORANDUM
To: Jack Connelly, Controller

Subject:  Benefits of Implementing IFRS

This memo describes some of the benefits of using International Financial Reporting
Standards (IFRS). These include eliminating redundancy, increasing transparency and
accessing capital.

IFRS is intended to provide one accounting standard for use throughout the world. It
enables multinational companies to eliminate redundant reporting. These companies
would no longer need to maintain multiple, redundant reporting systems. One standard
would mean one systems.

Further, this single reporting system enhances transparency. Valuation of the company
1s simplified. There is no need, for example, to re-value inventory due to the use of FIFO
in one country and LIFO in another. This makes it easier for lenders to value the
company more accurately. This may improve their willingness to provide capital to the
company.

These are major benefits of implementing IFRS.

There are further benefits to adopting IFRS early. I would be happy to discuss them
with you.
Sincerely,

Audit Engagement Manager
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TASK-BASEDSIMULATION1:So/ution

MEMORANDUM
To: Jack Connelly, Controller

Subject:  Benefits of Implementing IFRS
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BAR~DT 72 ADFHMEE L TWET,
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Sincerely,

Audit Engagement Manager
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1. Stop and Think:

Primary focus— ENGLISH
Secondary focus— Accounting
Time to complete — 15 to 20
minutes per question

2. Prepare Scrap
Paper:

1 full clean page

3. Read Question

Note the Topic

4. Think About
Topic

Note ANY ideas that come to
mind on this topic

Topic
5. Prepare an Thesis
Outline Content
Conclusion
Short & Simple-Sentences + Eliminating redundancy
. Clear & Concise- Concept + Increasing transparency
6. Write - CA . ital
Content cgess1ng capita
L9 Concept ZFEL.
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" Wit Toic RS
Introduction . Thesis: . Benefits for
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9. Spell check & Re-

read
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MEMORANDUM
To: XXX
Subject: XXX

Introduction ;This memo describes XXX. These include <key concept 1>, <key

concept 2>, and <key concept 3>.

First, <key concept1>.

<key concept 1>t o545,

Content Second, <key concept 2>.

<key concept 2> B CEH 1.
Finally, <key concept 3>.
<key concept 3>t <55,

Conclusion ;These are XXX.

If you would like to discuss these in further detail, please let me
know.

Sincerely,

XXX

H) FRldb EFTHEXO 7L —2 T =7 2FKH L TWET, EBIZERT 55
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