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Case #1     (Suggested time: 90 minutes) 

Fresh Fashion Inc. (Fresh) is a company that was started by Alyssa Hamilton in 2013, 
which offers online, subscription-based clothing rental services. Alyssa, a Canadian 
resident, is the CEO and owner of all of the company’s 1,500 common shares. Fresh 
offers mid-tier and designer-brand clothing for rent, as renting clothes has become a 
popular alternative to buying them. Customers pay either $225 monthly for a regular 
subscription, which allows them to rent five mid-tier items a month, or $300 monthly for a 
premium subscription, which allows them to rent five designer items a month. No unused 
rentals can be carried forward from month to month.  

It is January 15, 2024, and you, CPA, an external consultant, are meeting with Griffin 
Anderson, CFO of Fresh. Griffin tells you, “As described in my business update, 2023 
was an eventful year (Appendix I). There are several differences between our actual 
year-end numbers and the budget we prepared at the beginning of 2023. We need you 
to analyze the causes, and how much each contributed to the differences (Appendix II).  

“Also, please calculate our 2023 federal corporate income taxes payable. We remitted 
income tax instalments totalling $80,000 for 2023. 

“We are currently building an algorithm to suggest clothing brands, styles, and colours to 
customers, based on their rental history. We will also license this algorithm, which we are 
calling “BestFit,” to retailers looking to improve their sales and customer service. Here are 
the draft terms of our licensing agreement with retailers (Appendix III). Please explain any 
risks with these terms, and provide suggestions to mitigate them. We have interest from 
several retailers and expect this will grow into a significant revenue stream in the future; 
however, we still want our business strategy to focus on our core rental business as the 
driver of Fresh’s growth going forward. 

“To date, we have financed the algorithm project through operating cash flows; however, 
to complete the project, we will need external financing. We have narrowed it down to 
two options (Appendix IV). Please analyze them and make a recommendation. 

“To help us prepare for our annual audit, please describe what audit procedures the 
auditor will likely perform over the algorithm expenditures (Appendix V), as well as 
revenue and salaries and wages.   
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“Lastly, Alyssa is planning to retire. She has worked hard to foster a close, cohesive 
workplace, and employees will be sad to see her go. We are looking to hire a new CEO, 
and have two candidates (Appendix VI). We would like your advice on which candidate 
will be the best strategic fit for Fresh.” 
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APPENDIX I 
2023 BUSINESS UPDATE 

Due to increased designer brand recognition from social media, customers are renting 
designer clothing more frequently. Throughout 2023, 720 customers switched their 
subscriptions from regular to premium.  

In July 2023, we decided to start using social media influencers to promote Fresh. We 
provided them with a code, valid only in the month of July, to give to their followers. The 
code gave the customer the first month free when signing up for six months. A total of 
150 new premium subscriptions were sold, using the discount code. Given the success 
of this campaign, we were able to cut $30,000 from our originally planned print 
advertising. 

We also sell fully depreciated clothing in bulk to discount chains. Our brands retained 
their value better than expected in 2023, and sold for $80,000 as opposed to the 
anticipated $12,000 salvage value. 
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APPENDIX II  
DRAFT INCOME STATEMENT  

Fresh Fashion Inc. 
Draft Income Statement 

For the year ended December 31, 2023  
(in thousands of Canadian dollars) 

Budget  Actual  Difference  Note  

      
Revenue 
Sales from subscriptions  $ 3,096 $ 3,735 $   639 
Sales discounts   (124) (166) (42) 
Gain on sale of clothing  0 68 68 

Net revenue   2,972 3,637 665     
      

Expenses       
Rental clothing depreciation 1,875 1,875 0 1 
Salaries and wages  420 420 0 2 
Shipping 155 187  32  3 
General and administrative  120   119 (1) 4 
Marketing  85 111 26  5 
Rent  72 72 0   
Research and development (other 
than salaries and wages) 40 40 0 
Other depreciation  8 8 0 6  

2,775 2,832 57    
Income before taxes  197 805 608     
Income tax expense 80 80 0    

Net income $   117 $   725 $   608 
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APPENDIX II (CONTINUED) 
DRAFT INCOME STATEMENT 

Notes: 

1. Rental clothing (apparel) has a useful life of two years. The opening UCC balance was 
nil, and additions during the year totalled $1.5 million. 

2. Salaries and wages include bonuses of $30,000 for 2023 that will be paid in July 2024. 
3. As Fresh pays for the return of the clothes at the end of the rental period, shipping 

expenses include a provision of $12,500 for the return of items currently out for rent. 
This provision was $7,500 at the end of 2022.  

4. General and administrative expense includes $12,000 for meals and entertainment, 
and $5,000 for our annual, all-employee party.  

5. The influencer advertising campaign cost $50,000. 
6. Other depreciation is on office furniture, which had an opening UCC balance of 

$24,000. No new furniture was purchased during the year. 
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APPENDIX III 
DRAFT TERMS OF ALGORITHM LICENSING AGREEMENT 

• The retailer provides Fresh with historical customer purchase data and information on 
upcoming product launches, so Fresh can design a customized algorithm.  

• The amount of historical data provided is at the discretion of each retailer, and they 
can provide the data in whatever format they wish.  

• All data provided by the retailer, including customer personal information, is stored by 
Fresh on a secure, cloud-based server. All retailers have a common link to a shared 
folder on this server, where they can upload their customer and product data. 

• The retailer can access the algorithm’s source code upon request.  
• Fresh guarantees improved customer satisfaction. The retailer agrees to send its 

customers a feedback form to complete after each purchase, and to report results to 
Fresh each month. The monthly service fee charged by Fresh to the retailer will be 
reduced if customer feedback for purchases made, based on a BestFit style 
suggestion, is less favourable than feedback from customers who purchased without 
using BestFit.  
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APPENDIX IV 
FINANCING ALTERNATIVES 

Based on our forecast, we will need $350,000 in 2024 to cover the remaining BestFit 
development expenditures, and $150,000 for BestFit operational expenses in 2025 while 
we are building our customer base.  

Option #1  

$500,000 bank loan, received in eight equal quarterly instalments, beginning on   
March 1, 2024.  

• Principal repayments begin one year after the final instalment is received by Fresh.  
• Interest is payable monthly, starting on April 1, 2024. 
• The annual interest rate is 8%. 
• The bank is open to changing the timing of the funding in exchange for a slightly higher 

interest rate. 

Option #2 

Loans from several friends and family members. 

• Individual loans will range from $25,000 to $100,000, to get the $500,000 needed. 
• Once annual BestFit sales reach $1.5 million, lenders each have the option to be 

repaid or to convert their loans to common shares. Each $500 of debt is convertible 
into one common share. 

• Interest is equal to the prime rate plus 2%. The current prime rate is 5%. Interest 
accrues monthly, and is paid out at the time of principal repayment, or the principal’s 
conversion to common shares. 



September 2024 Common Final Examination    Day 3     Page 9 

Copyright © 2024 Chartered Professional Accountants of Canada. All rights reserved. 
(CONTINUED ON PAGE 10) 

APPENDIX V 
BESTFIT EXPENDITURES 

In March 2023, we spent $15,000 for an external consultant, to determine whether there 
is a market for BestFit. The consultant found that, by using BestFit, retailers would see 
increased sales and customer satisfaction, and lower costs associated with returned 
goods.  

In early July 2023, we hired a team of three software developers—at an annual salary of 
$110,000 each—to build the algorithm. The team has extensive experience in developing 
similar technologies.  

On October 1, 2023, the developers produced a preliminary working version of the 
algorithm; shortly thereafter, we incurred $25,000 in legal fees to register a copyright on 
the BestFit source code. We anticipate completing the project by August 2024. 

Please explain the best way to account for the BestFit costs under ASPE. All BestFit 
expenditures to date have been expensed. 
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APPENDIX VI 
CEO CANDIDATES 

Candidate #1 – Genevieve 

Genevieve, currently VP of operations at a department store, is a fashion industry veteran 
who has good relationships with executives at major retailers. The fashion retail industry 
has been slow to adopt new technology, so Genevieve does not have experience in this 
area.  

She has been successful in growing companies by promoting individuals to leadership 
positions internally. Genevieve believes there is huge potential in clothing rentals as a 
sustainable alternative to conventional retail. She prefers to receive 
salary-based compensation.     

Candidate #2 – Shane 

Shane is the chief technology officer at a social media start-up. He has developed a very 
popular app, despite concerns with its privacy policies. Although he has no experience in 
fashion, Shane is interested in bringing high-tech solutions to the industry and he sees 
BestFit’s potential. He envisions Fresh growing quickly by significantly increasing the 
number of software developers and salespeople, and hiring remote workers. Shane 
prefers stock compensation over a higher salary, so he can benefit from the growth of the 
company.  
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Case #2     (Suggested time: 80 minutes) 

It is April 2, 2024. You, CPA, meet with your new client, Kristel Percy, CEO of Percy & 
Thrower Inc. (PT), an online-based company that provides legal services. Kristel needs 
advice on several issues. 

“Thank you for meeting with us, CPA. We have been operating for a few years, and 
business is booming! We are preparing our financial statements for the year ended 
March 31, 2024, in accordance with IFRS. Our controller, Brigit, needs help accounting 
for the first sale of our new legal services package (Appendix I).  

“Business is so good that Rashad, one of my business partners in PT, has made two 
investments for PT with our excess funds (Appendix II). Please explain the impact of 
these investments on the corporate taxable income for the year ended March 31, 2024. 
Also, explain the impact on corporate taxable income if we were to sell them today. Please 
also answer Brigit’s questions regarding the accounting treatment of the real estate 
investment. 

“Brigit has also expressed frustration with the investment process, so can you discuss the 
control weaknesses you identify, and recommend improvements (Appendix III)? 

“Also, Rashad has new investment ideas (Appendix IV). We want our new investments 
to be of low-to-moderate risk, meet our expected rate of return, and support initiatives 
that align with our strategy. Our strategy is to optimize performance through the use of 
technologies, and promote and enable flexible work arrangements. Could you assess 
whether each of Rashad’s ideas meet our objectives? 

“Lastly, we are considering buying a small firm, Westley Legal (Westley). I have sent you 
a summary of the potential deal and Westley’s financial information (Appendix V). Please 
calculate the value of this firm.” 
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APPENDIX I 
NEW LEGAL SERVICES PACKAGE 

We started offering a new legal services package, where customers can access all of the 
following services for $4,500: 

Service 
Stand-Alone 

Price 
Home purchase agreement $ 2,500  
Pre-nuptial agreement $ 2,000 
Will $ 1,500 

Eveline, one of Rashad’s old friends, is our first client to purchase this package. They 
discussed the idea over dinner, where Eveline verbally agreed to purchase the package. 
Eveline is waiting to free up some cash, so Rashad told her she could pay later this year. 
Rashad completed the legal work for Eveline’s home purchase on March 31. Eveline is 
also getting married; Rashad started drafting the pre-nuptial agreement on March 1, 2024, 
but it will take about three more months to complete. No work has been done on the will 
so far. We have not yet recorded anything related to this package sold to Eveline. 
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APPENDIX II 
CURRENT INVESTMENTS 

Real Estate 

PT purchased real estate for $2 million in early April 2023. The property includes two 
adjacent commercial buildings currently leased to tenants. PT has no other buildings. The 
land is worth 30% of the total value of the property, and the buildings have a remaining 
useful life of 30 years. If PT keeps growing, this could be a good place for an office; we 
currently do not have an office because we all work from home. PT could occupy one 
building and continue to lease the other one. We recorded the purchase as property, 
plant, and equipment (PP&E) on our balance sheet—is that correct? How would we 
account for this property if we end up moving in?  

The real estate market is very strong, so we are also considering selling the property; it 
was recently appraised at $2.3 million. 

Shares 

PT purchased 1,000 shares of You-Tok, a publicly traded company operating a social 
media video-sharing platform, on January 1, 2024, for $20 each. These are now trading 
at $15, compared to $5 last summer. At least we receive a quarterly dividend of $0.05 per 
share. You-Tok is a taxable Canadian corporation.  



September 2024 Common Final Examination    Day 3     Page 14 

Copyright © 2024 Chartered Professional Accountants of Canada. All rights reserved. 
(CONTINUED ON PAGE 15) 

APPENDIX III 
INVESTMENT PROCESS 

When Rashad comes up with an investment idea, he tells Kristel over coffee, or in an 
email or text message, and Kristel provides some feedback. Rashad then decides where 
and when to invest, and usually checks whether PT has the funds needed. Rashad makes 
most investments using PT’s online broker, who withdraws funds directly from PT’s bank 
account. Rashad also has the ability to send electronic transfers, if necessary.  

Rashad monitors results, and makes the decision to sell investments when the time feels 
right.  

Brigit is informed of the investments either incidentally, via email, or sometimes when 
completing the bank reconciliation, when trying to determine what withdrawals, transfers, 
or deposits are for. She once found out about an investment when she got a call from the 
broker, because the direct withdrawal could not go through due to insufficient funds. Both 
Rashad and Kristel have access to the accounting system. 

Brigit asks Rashad to provide the financial information for the investments, as he is the 
one receiving the broker statements. However, he is very busy, and it sometimes takes 
weeks for her to get the statements, which results in delays finalizing the financial 
statements. Partners in the company have expressed frustration over having to wait for 
the financial information. 

Some of the investments were not great. Rashad once invested in an ice cream company 
because it was a hot day! This investment did not meet the 6% annual return that the 
partners hope to get from investments. 
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APPENDIX IV 
NEW INVESTMENT IDEAS 

Rashad thinks cryptocurrencies are the way of the future, and wants to invest in a new 
cryptocurrency called Costume. He also thinks the value of this cryptocurrency will 
appreciate. 

Virtual Vagabond is a travel agency that helps businesses find short-term office 
accommodations for individuals who work remotely while travelling. The company would 
like to go public, has a strong earnings history, and discussed paying dividends. Rashad 
wants to make a $60,000 equity investment in the company. Both Kristel and Rashad 
enjoy working remotely. 

Rashad was asked to provide a $50,000, three-year loan to a consulting company led by 
his long-time friend, Sid Morton, CPA. This small company has stable annual revenue 
and, using web-based tools, offers bookkeeping and financial statement preparation 
services to small businesses in remote farming communities. They will pay $8,000 of 
interest at the end of the loan term. 



September 2024 Common Final Examination    Day 3     Page 16 

Copyright © 2024 Chartered Professional Accountants of Canada. All rights reserved. 
(CONTINUED ON PAGE 17) 

APPENDIX V 
 INFORMATION ABOUT WESTLEY 

Description Amount 
Net book value of PP&E $ 55,000 
Fair market value of PP&E $ 60,000 
Total liabilities (all short-term) $ 156,000 
Revenue $ 1,500,000 
Income before tax $ 450,000 
Interest expense $ 3,600 
Amortization $ 70,000 

Notes: 

• The above information is based on Westley’s latest annual financial statements. 
• It was an unusual year, as Westley had an insurance claim, and recorded a gain of 

$10,000. 
• Westley does not have bank debt. Interest expense is related to credit card interest 

paid. 
• Revenue is down from the prior year by 3%. Adam, the owner, told us that this was 

due to a since-resolved personal health issue, but we noticed that he lost a long-time 
client around the same time. Adam has had many of the same clients for over 
15 years.  

• Adam is taking an annual salary of $100,000, which is lower than the average lawyer’s 
annual salary of $250,000. Westley pays Adam’s son $50,000 per year for 
administrative duties. Adam is ready to retire this year, already spending several 
months a year in Florida, even though all his clients are in Canada.  

• Westley has two annual office leases, and the monthly payments of both are expensed 
for accounting purposes: one in Markham, Ontario ($3,500 per month), and one in 
Florida ($2,000 per month).  

• Law firms are typically valued using a two-to-three times EBITDA earnings multiplier. 
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Case #3     (Suggested time: 70 minutes) 

It is February 8, 2024. You, CPA, are the new controller of Prairies Wheel Company 
(Prairies), and are meeting with Marta Licht, the new CFO. Prairies is a bicycle 
manufacturing company renowned for its high-quality products, and is located in a remote 
industrial area near Calgary, Alberta. Prairies was acquired by Tulip Pedals Inc. (Tulip), 
a public Dutch company in the bicycle industry, on January 1, 2024. Marta has just arrived 
in Canada from the Netherlands, and is still getting familiar with Canadian tax laws and 
accounting standards. 

“Nice to meet you, CPA. I used to work at Tulip’s corporate office, and am here to increase 
Prairies’ profits, now that it makes up nearly 40% of Tulip’s consolidated sales. Prairies 
has not been operating at full capacity, and we have opportunities to expand our product 
offerings (Appendix I). Please analyze the opportunities and recommend one. 

“Tulip has its own vision, mission, and objectives statements (Appendix II). Please 
compare them to Prairies’ business practices and the way it currently manages its 
operations, and identify areas where Prairies is aligned with Tulip, areas where it is not, 
and what might need to change at Prairies in order to fit with Tulip. I gathered some social 
media comments provided by Prairies’ employees (Appendix III).  

“Tulip has a very competitive compensation plan that we are eager to provide to Prairies’ 
employees (Appendix IV). Please review the plan, explain whether each feature will be 
effective in incentivizing Prairies’ employees, and provide recommendations for 
improvement. 

“Being from the Netherlands, I do not understand the Canadian GST/HST system. Please 
provide me with an overview. Also, when do we need to file our GST/HST return and 
make our payments? Are we on track with deadlines? What are the consequences if we 
are late? Can you also explain the corporate income tax filing and payment deadlines, as 
well as instalment requirements? I prepared some related financial information 
(Appendix V). 
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“Our bank now requires Prairies to submit audited financial statements as part of our loan 
agreement, so the audit of the December 31, 2023, financial statements will be Prairies’ 
first audit. Please provide me with a report that includes an assessment of risks of material 
misstatement at the overall financial statement level, an explanation of what the auditor’s 
materiality assessment will likely be, and a discussion of the expected audit approach. As 
we say, “Time is money, so let’s get to work—a little overtime never hurt anybody.” 
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APPENDIX I 
PRODUCT OFFERING OPPORTUNITIES 

By adding shifts (paid at the regular rate), Prairies has up to 800 additional labour hours 
available per month, and we are considering two options for using them. Tulip has 
perfected the Cit-E-Bike, a commuting-style electric bike, and could manufacture and sell 
this bike here in Canada. Alternatively, we could manufacture SnoTrax, which are snow 
tracks that you can swap for regular tires, to use your bike in the snow. 

Nowadays, it is difficult to find general labourers, and it is even harder to find specialized 
technicians. We pay our general labourers $35 per hour. Utility charges are $5 per labour 
hour. We will allocate approximately $40,000 of annual overhead costs to whichever 
product we decide to manufacture. 

Cit-E-Bike 

Based on our European sales and manufacturing data, we estimate that we could sell all 
bikes produced, at $2,000 each. The electrical components will require an inspection by 
a specialized electrical technician, which will cost us $100 per bike. Parts for the bike are 
shipped from China; estimated shipping costs to Canada are $4 per bike.  

SnoTrax 

SnoTrax would be a new product for both Prairies and Tulip. Prairies started working on 
this project prior to being acquired by Tulip, based on an idea from an employee. We 
previously spent $50,000 on design and prototyping. We estimate that we can sell all of 
the SnoTrax produced, at $900 for each set of two tracks. We have received interest from 
Canadian ski resorts. No specialized technicians are required in the manufacturing 
process. All materials would be sourced from Canada, with a shipping cost of $3 per set. 

Additional Information 

Description Cit-E-Bike SnoTrax 
Parts cost  $1,200 per unit $450 per set 
General labour hours required 5 hours per unit 3 hours per set 
Estimated monthly demand 1,000 units 2,000 sets 
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APPENDIX II 
TULIP’S STATEMENTS 

Vision 

To be a growth-focused, global bicycle business that provides innovative and sustainable 
mobility solutions in order to create a world where cycling is the preferred mode of 
transportation. 

Mission 

To design, manufacture, and distribute high-quality products with cycling technology that 
is efficient, reliable, and sustainable, and to exceed customer expectations by delivering 
exceptional products while promoting the values of hard work, direct feedback, and 
innovation with our employees. 

Corporate Objectives 

• Expand to new countries: Leverage hard work, expertise, and resources, to identify 
new market opportunities. 

• Foster green business practices: Promote sustainable business practices that reduce 
waste, conserve energy, and use eco-friendly materials and processes. 

• Innovate through efficiency: Continuously improve the efficiency and performance of 
our cycling technology by investing in research and development, and adopting 
cutting-edge technologies. 
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APPENDIX III 
SOCIAL MEDIA COMMENTS FROM PRAIRIES’ EMPLOYEES 

The following comments are a good summary of the comments we have seen online, and 
are reflective of what we have observed at Prairies. 

“Prairies was named the top employer in Alberta because of its people-first culture. They 
encourage work-life balance, making sure working conditions exceed regulations, even if 
it means less production.”  

“At Prairies, we have strategy sessions, where we ask questions like, “Should we even 
stay in the bicycle market?” It is great to explore other ideas—it’s not all about bikes.” 

“I was on the sustainability committee at Prairies. We came up with great ideas for 
reducing our carbon footprint, but it is really too bad that every employee still drives to 
work.” 

“Prairies is a great local company, filling local needs. We only sell in Alberta, and pride 
ourselves on understanding the Calgary market.” 

“I was fired from Prairies but never had a performance review or feedback, which is too 
bad, as I loved the high, stable salary. I do not miss month-end though—I worked in the 
accounting department, and we were always rushed to make correcting entries, 
sometimes having to correct entries from previous months or years.” 
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APPENDIX IV 
TULIP’S COMPENSATION PLAN FOR PRAIRIES 

Base salaries would be slightly below market rates; however, employees would get a 
generous bonus if certain objectives are met. For each objective achieved, employees 
would obtain a specified percentage of the maximum bonus. 

Prairies’ Objective Target Measure 
% of 

Bonus 
Expand to new countries 10% increase in sales to new countries 20% 
Foster green business practices 20% reduction in carbon footprint  30% 
Innovate through efficiency 10% improvement in labour efficiency 

variance 
25% 

Increase overall profitability 5% increase in net income 25% 

In addition: 
• Employees who bike to work would receive an extra $100 per month. 
• Every employee could get reimbursed up to $2,000 per year for health and wellness 

expenses. 
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APPENDIX V 
PRAIRIES’ 2023 FINANCIAL INFORMATION 

Description Amount Note 
Total assets $ 7,215,000 1 
Net assets $ 3,250,000 
Estimated taxes payable  $ 43,000 2 
Sales  $ 4,350,000 
Expenses  $ 3,958,500 
Income before tax $ 391,500 

Notes: 

1. Inventory and PP&E make up most of the asset balance.  

2. We estimate taxes payable to be $43,000, which is the same as it was last year. 
Prairies’ last income tax instalment payment of $10,750 was made on 
September 30, 2023. The last GST/HST filing was done for the quarter that ended on 
September 30, 2023. 

Alberta charges only GST, at 5%. 
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End of Examination 
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CPA COMMON FINAL EXAMINATION  
103BREFERENCE SCHEDULE 

149BPresent Value of Tax Shield for Amortizable Assets 

516B516BPresent value of total tax shield from CCA for a new asset acquired after January 1, 2024, 
and before January 1, 2028, other than those eligible for immediate expensing, which 
would normally be subject to the half-year rule. 

= 
¼×Í 

:×>Þ; 

516B516BPresent value of total tax shield from CCA for a new asset acquired after January 1, 2024, 
and before January 1, 2028, other than those eligible for immediate expensing, which 
would not normally be subject to the half-year rule. 

= 
¼×Í 

:×>Þ; 
@
5>5.69Þ 

5>Þ 
A 

Present value of total tax shield from CCA for a new asset acquired after   
November 20, 2018, and before January 1, 2024, other than those eligible for immediate 
expensing. 

517B= 
¼×Í 

:×>Þ; 
@
5>5.9Þ 

5>Þ 
A 

539BNotation for above formula: 

518BC = net initial investment 
519BT = corporate tax rate  
520Bk = discount rate or time value of money 
521Bd = maximum rate of capital cost allowance 
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Selected Prescribed Automobile Amounts  

Item 2023 2024 
Maximum depreciable cost — Class 10.1 $36,000 + sales tax $37,000 + sales tax 
Maximum depreciable cost — Class 54 $61,000 + sales tax $61,000 + sales tax 
Maximum monthly deductible lease cost $950 + sales tax $1,050 + sales tax 
Maximum monthly deductible interest cost $300 $350 
Operating cost benefit — employee 33¢ per km of 

personal use 
33¢ per km of 
personal use 

Non-taxable automobile allowance rates   
— first 5,000 kilometres 68¢ per km  70¢ per km  
— balance 62¢ per km  64¢ per km  

Individual Federal Income Tax Rates 

541BFor 2023: 
If taxable income is between Tax on base amount Tax on excess 

$0 and $53,359 $0 15% 
$53,360 and $106,717 $8,004 20.5% 

$106,718 and $165,430 $18,942 26% 
$165,431 and $235,675 $34,208 29% 

$235,676 and any amount $54,579 33% 

541BFor 2024: 
If taxable income is between Tax on base amount Tax on excess 

$0 and $55,867 $0 15% 
$55,868 and $111,733 $8,380 20.5% 

$111,734 and $173,205 $19,833 26% 
$173,206 and $246,752 $35,815 29% 

$246,753 and any amount $57,144 33% 
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152BSelected indexed amounts for purposes of computing income tax 

522BPersonal tax credits are a maximum of 15% of the following amounts:  
Item 2023 2024 

Basic personal amount, and spouse, common-law partner, or 
eligible dependant amount for individuals whose net income 
for the year is greater than or equal to the amount at which 
the 33% tax bracket begins 

$13,520 $14,156 

Basic personal amount, and spouse, common-law partner, or 
eligible dependant amount for individuals whose net income 
for the year is less than or equal to the amount at which the 
29% tax bracket begins 

15,000 15,705 

Age amount if 65 or over in the year 8,396 8,790 
Net income threshold for age amount 42,335 44,325 

Canada employment amount 1,368 1,433 
Disability amount 9,428 9,872 
Canada caregiver amount for children under age 18, and 
addition to spouse, common-law partner, or eligible 
dependant amount with respect to the Canada caregiver 
amount 

2,499 2,616 

Canada caregiver amount for other infirm dependants age 18 
or older (maximum amount) 

7,999 8,375 

Net income threshold for Canada caregiver amount 18,783 19,666 
Adoption expense credit limit 18,210 19,066 

523B 
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Other indexed amounts are as follows: 
Item 2023 2024 

Medical expense tax credit — 3% of net income ceiling $2,635 $2,759 
Old age security repayment threshold 86,912 90,997 
Annual TFSA dollar limit 6,500 7,000 
RRSP dollar limit 30,780 31,560 
Lifetime capital gains exemption on qualified small business 
corporation shares 

971,190  

Lifetime capital gains exemption for dispositions before 
June 25 

 1,016,836 

Lifetime capital gains exemption for dispositions on or after 
June 25 

 1,250,000 

153BPrescribed interest rates (base rates) 

Year 
Jan. 1 – 
Mar. 31 

Apr. 1 – 
June 30 

July 1 – 
Sep. 30 

Oct. 1 – 
Dec. 31 

2024 6 6 5 
2023 4 5 5 5 
2022 1 1 2 3 

524BThis is the rate used for taxable benefits for employees and shareholders, low-interest 
loans, and other related-party transactions. The rate is 4 percentage points higher for late 
or deficient income tax payments and unremitted withholdings. The rate is 2 percentage 
points higher for tax refunds to taxpayers, with the exception of corporations, for which 
the base rate is used. 
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Maximum capital cost allowance rates for selected classes 

Class Rate Additional information 
Class 1 4% For all buildings except those below 
Class 1 6% For buildings acquired for first use after March 18, 2007, and ≥ 

90% of the square footage is used for non-residential activities 
Class 1 10% For buildings acquired for first use after March 18, 2007, and ≥ 

90% of the square footage is used for manufacturing and 
processing activities 

Class 8 20% 
Class 10 30% 
Class 10.1 30% 
Class 12 100%   
Class 13 N/A Straight line over original lease period plus one renewal period 

(minimum 5 years and maximum 40 years) 
Class 14 N/A Straight line over length of life of property 
Class 14.1 5% For property acquired after December 31, 2016 
Class 17 8% 
Class 29 50% Straight-line 
Class 43 30% 
Class 44 25% 
Class 45 45% 
Class 50 55% 
Class 53 50% 
Class 54 30% 



525B(THIS PAGE INTENTIONALLY LEFT BLANK) 


	Common Final Examination September 12, 2024 – Day 3 (Booklet #1 – Cases)
	Total examination time: 4 hours. Further details on the examination can be found on the next page.
	Policy Statement and Agreement Regarding Examination Confidentiality
	Examination Details
	Booklet #2 – Rough notes

	Case #1
	(Suggested time: 90 minutes)

	APPENDIX I 2023 BUSINESS UPDATE
	APPENDIX II DRAFT INCOME STATEMENT
	Fresh Fashion Inc. Draft Income Statement For the year ended December 31, 2023 (in thousands of Canadian dollars)

	APPENDIX II (CONTINUED) DRAFT INCOME STATEMENT
	Notes:

	APPENDIX III DRAFT TERMS OF ALGORITHM LICENSING AGREEMENT
	APPENDIX IV FINANCING ALTERNATIVES
	Option #1
	Option #2

	APPENDIX V BESTFIT EXPENDITURES
	APPENDIX VI CEO CANDIDATES
	Candidate #1 – Genevieve
	Candidate #2 – Shane
	Case #2 (Suggested time: 80 minutes)

	APPENDIX I NEW LEGAL SERVICES PACKAGE
	APPENDIX II CURRENT INVESTMENTS
	Real Estate
	Shares

	APPENDIX III INVESTMENT PROCESS
	APPENDIX IV NEW INVESTMENT IDEAS
	APPENDIX V INFORMATION ABOUT WESTLEY
	Notes:
	Case #3 (Suggested time: 70 minutes)

	APPENDIX I PRODUCT OFFERING OPPORTUNITIES
	Cit-E-Bike
	SnoTrax
	Additional Information

	APPENDIX II TULIP’S STATEMENTS
	Vision
	Mission
	Corporate Objectives

	APPENDIX III SOCIAL MEDIA COMMENTS FROM PRAIRIES’ EMPLOYEES
	APPENDIX IV TULIP’S COMPENSATION PLAN FOR PRAIRIES
	APPENDIX V PRAIRIES’ 2023 FINANCIAL INFORMATION
	Notes:

	CPA COMMON FINAL EXAMINATION REFERENCE SCHEDULE
	Present Value of Tax Shield for Amortizable Assets
	Notation for above formula:
	Selected Prescribed Automobile Amounts
	Individual Federal Income Tax Rates
	Selected indexed amounts for purposes of computing income tax
	Prescribed interest rates (base rates)
	Maximum capital cost allowance rates for selected classes





Accessibility Report



		Filename: 

		501-240123-004 CFE 09-2024 Day 3 Exam-E MASTER FINAL TO PRINT REMEDIATED.pdf






		Report created by: 

		Silka Millman, Director, CFE, smillman@cpacanada.ca


		Organization: 

		CPA Canada, Precertification Education





 [Personal and organization information from the Preferences > Identity dialog.]


Summary


The checker found no problems in this document.



		Needs manual check: 2


		Passed manually: 0


		Failed manually: 0


		Skipped: 1


		Passed: 29


		Failed: 0





Detailed Report



		Document




		Rule Name		Status		Description


		Accessibility permission flag		Passed		Accessibility permission flag must be set


		Image-only PDF		Passed		Document is not image-only PDF


		Tagged PDF		Passed		Document is tagged PDF


		Logical Reading Order		Needs manual check		Document structure provides a logical reading order


		Primary language		Passed		Text language is specified


		Title		Passed		Document title is showing in title bar


		Bookmarks		Passed		Bookmarks are present in large documents


		Color contrast		Needs manual check		Document has appropriate color contrast


		Page Content




		Rule Name		Status		Description


		Tagged content		Passed		All page content is tagged


		Tagged annotations		Passed		All annotations are tagged


		Tab order		Passed		Tab order is consistent with structure order


		Character encoding		Passed		Reliable character encoding is provided


		Tagged multimedia		Passed		All multimedia objects are tagged


		Screen flicker		Passed		Page will not cause screen flicker


		Scripts		Passed		No inaccessible scripts


		Timed responses		Passed		Page does not require timed responses


		Navigation links		Passed		Navigation links are not repetitive


		Forms




		Rule Name		Status		Description


		Tagged form fields		Passed		All form fields are tagged


		Field descriptions		Passed		All form fields have description


		Alternate Text




		Rule Name		Status		Description


		Figures alternate text		Passed		Figures require alternate text


		Nested alternate text		Passed		Alternate text that will never be read


		Associated with content		Passed		Alternate text must be associated with some content


		Hides annotation		Passed		Alternate text should not hide annotation


		Other elements alternate text		Passed		Other elements that require alternate text


		Tables




		Rule Name		Status		Description


		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot


		TH and TD		Passed		TH and TD must be children of TR


		Headers		Passed		Tables should have headers


		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column


		Summary		Skipped		Tables must have a summary


		Lists




		Rule Name		Status		Description


		List items		Passed		LI must be a child of L


		Lbl and LBody		Passed		Lbl and LBody must be children of LI


		Headings




		Rule Name		Status		Description


		Appropriate nesting		Passed		Appropriate nesting







Back to Top

<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




