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FH1

Internal Control: This section of the exam measures the capabilities of compliance officers and internal
auditors in implementing and evaluating internal control systems. It includes knowledge of COSO
frameworks, OMB standards, and audit procedures aimed at fraud prevention and legal compliance.
Candidates must understand roles and responsibilities related to internal control, risk assessment, reporting
mechanisirs, and enterprise risk management frameworks.

FH 2

e Performance Measurement
o Metrics

Service Efforts and Accomplishments: This section of the exam measures the ability of program managers
and strategic planners to align performance indicators with organizational outcomes. It covers the
integration of financial and non-financial metrics with strategic goals, the importance of transparency and
accountability, and how performance data informs budgetary decisions. Candidates must understand
stakeholder engagement, baseline setting, legal compliance, and benchmark creation.

FH 3

Auditing: This section of the exam measures the auditing knowledge of financial controllers and government
auditors. It focuses on audit standards, types of audits, the audit process, and the responsibilities of both
auditors and auditees. Key topics include audit preparation, follow-up, independence, materiality, and the
scope of the Single Audit Act. Candidates are also expected to be familiar with fieldwork, reporting, and
confidentiality concerns relevant to public sector audits.

=M 4

Financial Management Functions: This section of the exam measures the competencies of public sector
finance officers and treasury analysts in managing financial operations in government environments. It
covers essential areas such as cash flow practices, investment strategy, debt recovery, and procurement
processes. Candidates are expected to understand property and inventory systens, evaluate IT-based
financial systens, and apply emerging technologies. Shared services and project management principles are
also included as foundational knowledge areas.

FH 5

Financial and Managerial Analysis Techniques: This section of the exam measures the skills of budget
analysts and financial managers in using quantitative tools and data to assess financial decisions. It includes
techniques like trend and ratio analysis, forecasting, regression, and data analytics. It also tests
understanding of data sources, reliability, and how forensic auditing can be used for deeper insight into
financial activities.

%Z| &l Government Financial Manager GFMC SFEREMESEAXN (Q25-Q30):

HEE #25

A material weakness in internal control over financial reporting is defined as a deficiency that

e A creates a reasonable possibility of a material misstatement to the financial statements that will not be detected in a timely

manner.

¢ B. did not allow management to perform their assigned responsibility to prevent, detect and correct misstatements in a timely

manner.

e (. results in a material misstatement in other accompanying financial information.
e D. results in a misstatement to the basic financial statements.

Y. A
MH.
Definition of a Material Weakness:

According to auditing standards, a material weakness in internal control over financial reporting is a deficiency or combination of

deficiencies that creates a reasonable possibility of a material misstatement in the financial statements that will not be prevented or
detected on a timely basis.

Key Characteristics of a Material Weakness:

* Reasonable Possibility:The likelihood of a misstatement is more than remote but less than certain.

* Material Misstatement:The error or omission could impact the decisions of users relying on the financial staterments.

* Timely Detection:The deficiency allows errors to go undetected for an extended period, potentially affecting financial statement

reliability.

‘Why Other Options Are Incorrect:
* A.A misstatement in the basic financial statements may result from a material weakness, but the definition focuses on the




reasonable possibility, not the actual result.

* B.A material weakness impacts the financial statements, not "other accompanying financial information."

* C.While timely detection is part of the issue, the definition focuses on the reasonable possibility of a misstatement, not
management's inability to perform specific duties.

References and Documents:

* GAAS (AICPA SAS No. 115)Provides the formal definition of material weaknesses and guidance for auditors in evaluating
control deficiencies.

* COSO Framework:Emphasizes the need for effective internal controls to mitigate material misstatement risks.

HE #26
‘When considering materiality during the planning phase for the field work for a financial audit, the dollar threshold for materiality is
determined by the

A. auditor.

B. audit committee.

C. auditee.

D. auditor in consultation with the auditee.

HE: A

MY

Materiality in Auditing;

* Materiality refers to the significance of misstatements or omissions in financial statements that could influence the decisions of users
relying on those staterments.

* During theplanning phaseof a financial audit, the auditor determines the dollar threshold for materiality based on professional
Jjudgment, considering the size and nature of the auditee's operations and the needs of financial statement users.

Why the Auditor Determines Materiality:

* Theauditorhas the responsibility to form an independent opinion on the financial statements and must determine materiality
thresholds to design audit procedures effectively.

* Materiality thresholds guide the extent of testing and ensure the audit focuses on areas most likely to impact decision-making,
Why Other Options Are Incorrect:

* B. Auditee:The auditee provides the mformation, but it does not decide the materiality threshold.

* C. Auditor in consultation with the auditee:The auditor may consult with the auditee for context, but the final determination is solely
the auditor's responsibility.

* D. Audit committee:While the audit committee oversees the audit, it does not set materiality thresholds.

References and Documents:

* GAAS (Generally Accepted Auditing Standards):States that materiality is determined by the auditor' s judgment.

* AICPA AU-C Section 320:Provides guidance on materiality in planning and performing audits.

AR #27
Compliance reporting, under government auditing standards, identifies all of the following components EXCEPT

A. the scope of the conmpliance testing,

B. areas of noncompliance.

C. review of major internal control cycles.

D. the auditor's responsibility for tests of compliance.

He. C

=R

* Compliance Reporting Under Government Auditing Standards (GAS):

* GAS requires auditors to assess compliance with applicable laws, regulations, contracts, and grant agreements during audits.
* Compliance reporting typically includes:

* Identifying areas of noncompliance.

* Describing the auditor's responsibility for compliance testing.

* Outlining the scope of compliance testing.

* Explanation of Answer Choices:

* A. Areas of noncompliance: Included in compliance reporting to highlight where the entity failed to meet requirements.

* B. The auditor's responsibility for tests of compliance: GAS requires auditors to clarify their role in compliance testing,



* C. Review of major internal control cycles: Correct. While internal controls may be assessed, reviewing "major internal control
cycles" is not a direct component of compliance reporting.
* D. The scope of the compliance testing: GAS mandates that the scope of testing be disclosed in the compliance report.

GAO,Government Auditing Standards (Yellow Book).
AICPA,Conpliance Reporting Guidance for Government Audits.

EE #28
Which of the following disbursement techniques can be used to ensure timely payments?

A. checks

B. bank cards
C. drafts

D. warrants

HE: C

HE:

What Are Disbursement Techniques?

* Disbursement techniques refer to the methods used by organizations to pay vendors or settle financial obligations. The timeliness of
payments depends on the technique used.

Why Are Drafts the Best Option for Timely Payments?

* Adraftis a payment instrument issued by an organization's bank, drawn against its account, and typically includes specific payment
timing instructions.

* Drafts allow the payer to specify the timing of payments, ensuring they are made on time.

Why Other Options Are Incorrect:

* A. Warrants:Warrants authorize payments but do not ensure timeliness as they require additional processing before funds are
disbursed.

* B. Checks:Checks rely on postal delivery and clearing times, which may delay payments.

* D. Bank cards:While convenient, bank cards are typically used for immediate payments, not for ensuring future timely
disbursements.

References and Documents:

* Treasury Financial Manual:Highlights drafts as a disbursement tool for controlling the timing of payments.

* GAO Cash Management Guide:Discusses the benefits of drafts in ensuring timely payments.

A2 #29
The main objective of the Cash Management Improvement Act is to require

A. federal agencies to take discounts when available and cost-effective.

B. states to pay invoices within 30 days of receipt of a proper invoice.

C. federal agencies to disburse payments via electronic funds transfer.

D. states to mmnimize the time elapsing between finds drawn and their final disposition.

He:. D

Y.

What Is the Cash Management Improvement Act (CMIA)?

* CMIA requires states and federal agencies to minimize the time between when federal funds are drawn (transferred to the state)
and when those funds are spent (final disposition).

* The goal is to reduce idle funds, ensure efficient use of federal finds, and reduce interest liabilities for both parties.

Key Objective:

* By minimizing the time between find transfers and usage, the act ensures that federal finds are used promptly for their intended
purposes, preventing excess cash from sitting idle in state accounts.

‘Why Other Options Are Incorrect:

* A. States to pay invoices within 30 days:This is unrelated to CMIA; it is part of general payment practices.

* C. Federal agencies to take discounts:This relates to payment terms, not the timing of fund transfers.

* D. Federal agencies to disburse payments via EFT:While electronic funds transfers are a common practice, CMIA focuses on
minimizing idle funds, not payment methods.

References and Docurments:



* Cash Management Improvement Act (1990):Mandates reducing the time between fund transfer and usage.
* Treasury Financial Manual:Provides specific guidelines for implementing CMIA.
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