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A 274

¢ Federal Financial Accounting and Reporting: This section of the exam measures skills of government
financial analysts and covers the roles of FASAB, OMB, Treasury, and GAO in federal accounting. It
includes an understanding of federal budgetary terminology and the federal budgetary equation. The section

FH1 differentiates between budgetary and proprietary accounting and outlines the structure and use of various

federal fund types. It explains how to record key budgetary transactions like appropriations and obligations

and proprietary transactions such as payroll and depreciation.
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¢ Governmental Financial Accounting, Reporting and Budgeting: General Knowledge:This section of the
exam measures skills of government financial analysts and covers the unique aspects of governmental
accounting that distinguish it from private sector practices, such as service over profit and the critical role of]
=x2 the budget. It emphasizes the objectives of financial reporting in the public sector, the role of standard-
setting bodies like GASB, FASB, FASAB, and IPSASB, and the due process for setting accounting
standards. It also includes knowledge of interperiod equity, budgetary compliance, sustanability, and the
characteristics of quality financial information.

¢ State and Local Financial Accounting and Reporting: This section of the exam measures skills of public

sector accountants and focuses on applying GASB standards to define reporting entities and component
=X 3 units. It explores the structure and purpose of various fund types and the basis of accounting for each.
Candidates must understand the format and content of the Annual Comprehensive Financial Report and the
purpose of popular reports for public transparency.
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%| &l Government Financial Manager GAFRB T2 & & X (Q103-Q108):

HEE #103
The quarterly mventory record below has been provided for use in preparing the organization's financial statements. Based upon the
information provided, what method of inventory valuation is used by the organization?

A. FIFO

B. average cost

C. net weight scale
D. LIFO

e B

ME:

The organization's inventory records show that the beginning and ending amounts and values change each month, and the relationship
between units and dollar values suggests that the cost per unit is averaged, not fixed (as with FIFO or LIFO). Let's evaluate January:
Beginning: 1,200 units / $2,400 # $2.00 per unit

Purchased: 800 units / $2,000 # $2.50 per unit

Ending: 600 units / $1,500 # $2.50 per unit

The ending value of $1,500 for 600 units gives a per-unit cost of $2.50, matching the purchase cost in January. This suggests the
systemuses a weighted average cost method rather than tracking the specific cost layers (as FIFO or LIFO would).

Relevant References:

FASAB SFFAS No. 3 - Accounting for Inventory and Related Property

GAAP and GASB guidelines on inventory valuation

GFOA Best Practices - Inventory and Supply Chain Management

B). average cost

HAE #104
The Department of the Interior has the following costs associated with the development of a new visitor tracking system
Research cost determining if system should be internally or externally developed $100,000 Software configuration and system


https://www.itcertkr.com/GAFRB_exam.html
https://www.passtip.net/GAFRB-pass-exam.html

development $750,000 Cost of testing the new system for fiscal usage $225,000 Converting data from old tracking system to new
tracking system $500,000 How much should be capitalized as the cost of the asset?

A. $975,000
B. $1,575,000
C. $750,000
D. $1,475,000

.|

o2
m

: A

Y.

FASAB SFFAS No. 10 (Accounting for Internal Use Software) provides guidance for capitalizing software development costs. The
following costs are capitalized:

Software configuration and development: $750,000

Testing for functionality (ready for use): $225,000

These fall within the "software development stage."

The following are not capitalized:

Research costs (e.g, feasibility studies): $100,000 # Expense

Data conversion costs: $500,000 # Expense (unless part of application development, which it's not here) Capitalized total =
$750,000 + $225,000 = $975,000 Relevant References:

FASAB SFFAS No. 10 - Accounting for Internal Use Software

OMB Circular A-136 - Capitalization Guidance

Treasury Financial Manual (TFM) - Capital Assets

B). $975,000

ZE #105
According to GAAP, all of the following should be addressed in the MD&A EXCEPT

A. condensed comparative data.

B. an overall analysis.

C. a discussion of the basic financial staterments.
D. computation of legal debt margins.

HEe. D

ME:

Management's Discussion and Analysis (MD&A) is a required part of Required Supplementary Information (RSI) under GASB
standards. It includes:

An overview and analysis of financial activities

Condensed comparative financial data

A discussion of the basic financial statements

An explanation of significant changes from the prior year

However, computation of legal debt margins is not required in the MD&A. This type of information is typically included in the
statistical section of the ACFR (Annual Comprehensive Financial Report), not in MD&A.

Relevant References:

GASB Statement No. 34 - Basic Financial Statements and Management's Discussion and Analysis GASB Codification Section
2200 - MD&A Requirements GFOA ACFR Checklist C). computation of legal debt margins

EAE #1006
Accounts that are closed at year-end include

A. tax revenues.

B. supplies inventory.

C. unassigned fund balance.
D. taxes receivable.

: A
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Temporary accounts (revenues, expenditures, and transfers) are closed at the end of the fiscal year to prepare the books for the next
fiscal period. Tax revenues are a temporary account and are closed at year-end by transferring balances to fund balance accounts.
In contrast:

Taxes receivable (A) is a balance sheet (permanent) account.

Supplies inventory (C) is an asset.

Unassigned fund balance (D) is an equity account.

Relevant References:

GASB Codification Section 2200 - Fund Accounting and Closing Procedures GFOA Accounting and Financial Reporting Manual
GAAP Fundamentals B). tax revenues

HAE #107
Depreciation is measured on the statewide financial statements using the

A. tax basis.

B. modified accrual basis.
C. cash basis.

D. accrual basis.

He: D

3.

In the statewide financial statements, which represent the government-wide financial reporting model, depreciation is reported using
the full accrual basis of accounting. This means long-term assets and liabilities are recognized, and depreciation is recorded
systematically over the useful lives of capital assets.

The modified accrual basis (used in governimental fnds) does not report depreciation because capital assets are not reported in
those funds.

Relevant References:

GASB Statement No. 34 - Depreciation Reporting

GASB Concept Statement No. 1 - Measurement Focus and Basis of Accounting GFOA - Capital Asset and Depreciation Policies
D). accrual basis

EAE #108
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