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 i  •  Course Information

GENERAL ETHICS FOR MICHIGAN CPAS

 This course is designed to meet the general ethics requirements for the state of Michigan. It covers the 
AICPA Code of Professional Conduct and IRS Circular 230.

LEARNING ASSIGNMENTS AND OBJECTIVES 

As a result of studying each assignment, you should be able to meet the objectives listed below each 
individual assignment.

SUBJECTS

Chapter 1: The AICPA Code of Professional Conduct
Chapter 2: IRS Circular 230

Study the course materials from pages 1 to 76
Complete the review questions at the end of each chapter
Answer the exam questions 1 to 15

Objectives:

• To recognize the rules of the Code of Professional Conduct
• To identify the Internal Revenue Service Requirements as outlined in Circular 230
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NOTICE

Any case studies or examples relating to any disciplinary actions taken by the Board of Ac-
countancy have been taken directly from a BOA source (e.g. website, newsletters, notices) and 
were published based on the information available at the time of course development. Subse-
quent events, actions, withdrawals may have occurred since the publication of this course.

Limit of Liability/Disclaimer of Warranty: While the publisher and author have used their best 
efforts in preparing this book, they make no representations or warranties with respect to the 
DFFXUDF\�RU�FRPSOHWHQHVV�RI�WKH�FRQWHQWV�RI�WKLV�ERRN�DQG�VSHFL¿FDOO\�GLVFODLP�DQ\�LPSOLHG�
ZDUUDQWLHV�RU�PHUFKDQWDELOLW\�RU�¿WQHVV�IRU�D�SDUWLFXODU�SXUSRVH��1R�ZDUUDQW\�PD\�EH�FUHDWHG�
or extended by sales representatives or written sales materials. The advice and strategies 
contained herein may not be suitable for your situation. You should consult with a professional 
ZKHUH�DSSURSULDWH��1HLWKHU�WKH�SXEOLVKHU�QRU�DXWKRU�VKDOO�EH�OLDEOH�IRU�DQ\�ORVV�RI�SUR¿W�RU�DQ\�
other commercial damages, including but not limited to special, incidental, consequential, or 
other damages.

The End User shall be permitted to use the Licensed Content for internal purposes only and 
not for resale or distribution. The Licensed Content is provided on an “as is” basis and with-
RXW�DQ\�ZDUUDQWLHV�RI�DQ\�NLQG��H[SUHVV�RU�LPSOLHG��&&+�,1&25325$7('�$1'�,76�/,&(1-
6256�$1'�$)),/,$7(6�',6&/$,0�$//�:$55$17,(6�:,7+�5(63(&7�72�7+(�/,&(16('�
&217(17��(;35(66�25�,03/,('��,1&/8',1*�%87�127�/,0,7('�72��:$55$17,(6�
2)�0(5&+$17$%,/,7<��),71(66�)25�$�3$57,&8/$5�385326(��121�,1)5,1*(0(17��
7,7/(��48,(7�(1-2<0(17�$1'�,1)250$7,21�&203/(7(1(66��&855(1&<�25�$&-
CURACY.

End User assumes all responsibilities and obligations with respect to the selection of the Li-
censed Content to achieve End User’s intended results. End User assumes all responsibilities 
and obligations with respect to any decision or advice made or given as a result of the use or 
DSSOLFDWLRQ�RI�WKH�/LFHQVHG�&RQWHQW��&&+�DQG�LWV�OLFHQVRUV�DQG�DI¿OLDWHV�DUH�QRW�HQJDJHG�LQ�WKH�
rendering of legal, accounting, tax or other professional advice or services. If legal, accounting, 
tax or other expert assistance is required, the services of a competent professional should be 
sought.

This course is sold with the understanding that the publisher is not engaged in rendering legal, 
accounting, or other professional advice and assumes no liability whatsoever in connection 
with its use. Since laws are constantly changing, and are subject to differing interpretations, we 
urge you to do additional research and consult appropriate experts before relying on the infor-
mation contained in this course to render professional advice.

��3DFL¿F�&3(��/3�����

Program publication date 7/24/18 
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EXAM OUTLINE

• TEST FORMAT: 7KH�¿QDO�H[DP�IRU�WKLV�FRXUVH�FRQVLVWV�RI����PXOWLSOH�FKRLFH�TXHVWLRQV�
DQG�LV�EDVHG�VSHFL¿FDOO\�RQ�WKH�LQIRUPDWLRQ�FRYHUHG�LQ�WKH�FRXUVH�PDWHULDOV�

• $&&(66�),1$/�(;$0��/RJ�LQ�WR�\RXU�DFFRXQW�DQG�FOLFN�7DNH�([DP��$�FRS\�RI�WKH�¿QDO�
exam is provided at the end of these course materials for your convenience, however you 
must submit your answers online to receive credit for the course.

• /,&(16(�5(1(:$/�,1)250$7,21��7KLV�FRXUVH�TXDOL¿HV�IRU�3 CPE hours.

• PROCESSING: <RX� ZLOO� UHFHLYH� WKH� VFRUH� IRU� \RXU� ¿QDO� H[DP� LPPHGLDWHO\� DIWHU� LW� LV�
submitted. A score of 70% or better is required to pass. 

• &(57,),&$7(�2)�&203/(7,21��Will be available in your account to view online or 
print. If you do not pass an exam, it can be retaken free of charge.
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CHAPTER 1: THE AICPA CODE 
OF PROFESSIONAL CONDUCT

Chapter Objective

After completing this chapter, you should be able to:
• Recognize the rules of the Code of Professional Conduct.

INTRODUCTION

The Code of Professional Conduct provides guidelines for accounting practitioners in the conduct of their 
professional affairs. A member of the AICPA must observe all the Rules of Conduct unless an exception 
applies. The need to observe the Rules of Conduct also extends to individuals who carry out tasks on 
behalf of an AICPA member. A member may be held responsible for a violation of the rules committed by 
fellow partners, shareholders, or any other person associated with him who is engaged in the practice 
of public accounting. The bylaws of the AICPA provide the basis for determining whether a member has 
violated the Rules of Conduct. If a member is found guilty of a violation, he or she may be admonished, 
suspended or expelled.

A member of the AICPA also must be aware of Interpretations of the AICPA Rules of Conduct. After public 
exposure, Interpretations of the AICPA Rules of Conduct are published by the Executive Committee of 
the Professional Ethics Division. Interpretations are not intended to limit the scope or application of the 
Rules of Conduct. A member of the AICPA who departs from the guidelines provided in the Interpretations 
has the burden of justifying such departure.

58/(6

7KH�IROORZLQJ�GH¿QLWLRQV�DUH�XVHG�LQ�WKH�5XOHV�RI�WKH�Code of Professional Conduct:

Practice of public accounting - The practice of public accounting consists of the performance for a 
FOLHQW��E\�D�PHPEHU�RU�D�PHPEHU¶V�¿UP��ZKLOH�KROGLQJ�RXW�DV�D�&3$�V���RI�WKH�SURIHVVLRQDO�VHUYLFHV�RI�
DFFRXQWLQJ��WD[��SHUVRQDO�¿QDQFLDO�SODQQLQJ��OLWLJDWLRQ�VXSSRUW�VHUYLFHV��DQG�WKRVH�SURIHVVLRQDO�VHUYLFHV�
for which standards are promulgated by bodies designated by Council.

+RZHYHU��D�PHPEHU�RU�D�PHPEHU¶V�¿UP��ZKLOH�KROGLQJ�RXW�DV�D�&3$�V���LV�QRW�FRQVLGHUHG�WR�EH�LQ�WKH�
SUDFWLFH�RI�SXEOLF�DFFRXQWLQJ�LI�WKH�PHPEHU�RU�WKH�PHPEHU¶V�¿UP�GRHV�QRW�SHUIRUP��IRU�DQ\�FOLHQW��DQ\�RI�
the professional services described in the preceding paragraph.

Professional services - Professional services include all services performed by a member with very 
few exceptions.
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7KH�$,&3$�KDV�FRGL¿HG� WKH�Code of Professional Conduct to be more logical and user friendly. The 
code, rules, interpretations and rulings are essentially the same but have been grouped into functional 
DUHDV�EDVHG�RQ�WKH�PHPEHU¶V�DUHD�RI�SUDFWLFH�SOXV�D�SUHIDFH�WKDW�LV�DSSOLFDEOH�WR�DOO�PHPEHUV���1RWH��
throughout the AICPA Code of Professional Conduct you will see the term “Member.” This term relates to 
you, the CPA, whether or not you are a member of the AICPA.) The three functional areas are:

Part 1:  Members in Public Practice

Part 2:  Members in Business

Part 3:  Other Members (retired, unemployed, etc.)

The part number is followed by two sets of three digit numbers to identify the topic and, when applicable, 
WKH�VXEWRSLF��)RU�H[DPSOH������������UHODWHV�WR�3DUW����PHPEHUV�LQ�3XEOLF�3UDFWLFH���WRSLF�����,QWHJULW\�
DQG�2EMHFWLYLW\��DQG�VXEWRSLF�����WKH�,QWHJULW\�DQG�2EMHFWLYLW\�UXOH�

By grouping all guidance for a particular type of member in one place, the CPA will save much time in 
researching a situation, as well as (hopefully) reach a more accurate conclusion. However, bear in mind 
WKDW�D�PHPEHU�PD\�EH�FRYHUHG�E\�PRUH�WKDQ�RQH�FDWHJRU\��)RU�H[DPSOH��RQH�FRXOG�ZRUN�IXOO�WLPH�IRU�DQ�
employer in industry and work part time during busy season preparing tax returns.

This chapter will focus on Part 1 of the Code of Professional Conduct: Members in Public Practice. 
Below is a listing of the topics covered in Part 1 followed by a discussion of each topic and selected 
corresponding interpretations, rulings, and other guidance by topic.

������ &RQFHSWXDO�)UDPHZRUN�IRU�0HPEHUV�LQ�3XEOLF�3UDFWLFH

1.100 Integrity and Objectivity

1.200 Independence

������ *HQHUDO�6WDQGDUGV

1.400 Acts Discreditable

������ )HHV�DQG�2WKHU�7\SHV�RI�5HPXQHUDWLRQ

������ $GYHUWLVLQJ�DQG�2WKHU�)RUPV�RI�6ROLFLWDWLRQ

������ &RQ¿GHQWLDO�,QIRUPDWLRQ

������ )RUP�RI�2UJDQL]DWLRQ�DQG�1DPH

Throughout this course, we will attempt to use the actual AICPA code section references whenever 
possible. This will allow you to conduct further research on topics of interest to you. However, the source 
material is very voluminous and in many instances we have omitted entire sections of the code. In other 
LQVWDQFHV�ZH�KDYH�VXPPDUL]HG�WKH�PDWHULDO��:H�EHOLHYH�WKLV�DSSURDFK�LV�ERWK�DSSURSULDWH�DQG�EHQH¿FLDO�
for the CPA seeking an overview or refresher course.
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1.000 INTRODUCTION

.01 Part 1 of the Code of Professional Conduct (the code) applies to members in public practice. 
Accordingly, when the term member is used in part 1 of the code, the requirements apply only to members 
in public practice. When a member in public practice is also a member in business (for example, serves 
as a member of an entity’s board of directors), the member should also consult part 2 of the code, which 
applies to a member in business.

.02� *RYHUQPHQW� DXGLWRUV� ZLWKLQ� D� JRYHUQPHQW� DXGLW� RUJDQL]DWLRQ� ZKR� DXGLW� IHGHUDO�� VWDWH�� RU� ORFDO�
governments or component units thereof, that are structurally located within the government audit 
organization, are considered in public practice with respect to those entities provided the head of the 
government audit organization meets at least one of the following criteria:

a. Is directly elected by voters of the government entity with respect to which attest 
engagements are performed

b. Is appointed by a legislative body and is subject to removal by a legislative body

c. Is appointed by someone other than the legislative body, as long as the appointment 
LV�FRQ¿UPHG�E\� WKH� OHJLVODWLYH�ERG\�DQG�UHPRYDO� LV�VXEMHFW� WR�RYHUVLJKW�RU�DSSURYDO�E\�
the legislative body

����������&21&(378$/�)5$0(:25.�)25�0(0%(56�,1�38%/,&�35$&7,&(

Introduction

.01 Members may encounter various relationships or circumstances that create threats to the 
PHPEHU¶V� FRPSOLDQFH�ZLWK� WKH� UXOHV��7KH� UXOHV�DQG� LQWHUSUHWDWLRQV� VHHN� WR� DGGUHVV�PDQ\� VLWXDWLRQV��
however, they cannot address all relationships or circumstances that may arise. Thus, in the absence 
of an interpretation that addresses a particular relationship or circumstance, a member should evaluate 
whether that relationship or circumstance would lead a reasonable and informed third party who is aware 
of the relevant information to conclude that there is a threat to the member’s compliance with the rules 
that is not at an acceptable level. When making that evaluation, the member should apply the conceptual 
framework approach as outlined in this interpretation.

.02�7KH�FRGH�VSHFL¿HV�WKDW�LQ�VRPH�FLUFXPVWDQFHV�QR�VDIHJXDUGV�FDQ�UHGXFH�D�WKUHDW�WR�DQ�DFFHSWDEOH�
OHYHO��)RU�H[DPSOH��WKH�FRGH�VSHFL¿HV�WKDW�D�PHPEHU�PD\�QRW�VXERUGLQDWH�WKH�PHPEHU¶V�SURIHVVLRQDO�
judgment to others without violating the “Integrity and Objectivity Rule” [1.100.001]. A member may not 
use the conceptual framework to overcome this prohibition or any other prohibition or requirement in the 
code.

.03� 7KH� ³&RQFHSWXDO� )UDPHZRUN� IRU� ,QGHSHQGHQFH´� LQWHUSUHWDWLRQ� >���������@� RI� WKH� ³,QGHSHQGHQFH�
Rule” [1.200.001] provides authoritative guidance that members should use when making decisions 
on independence matters that are not explicitly addressed by the “Independence Rule” and its 
interpretations.


