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R RE #102
State and local governments account for budgeted and actual expenditures to ensure that

¢ A. GASB standards are met when producing the basic financial staterments.
e B. cashis available to pay bills when they come due.

¢ C. spending conforns to legal requirements.

¢ D. actual expenditures are used to formulate next year's budget.

ER: C
fRRER

State and local governments adopt legally binding budgets and are required to monitor compliance with those budgets. Budget-to-
actual comparisons help ensure that public fnds are spent only as authorized by the legislative body. This supports the core
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accountability principle of public sector financial reporting.

While budgets can also support planning and cash flow, the primary purpose of tracking budgeted vs. actual expenditures is legal
compliance.

Relevant References:

GASB Statement No. 34 - Budgetary Comparison Schedules

GFOA - Budget Monitoring and Compliance

GAO Red Book - Legal Requirements for Public Spending

D). spending conforms to legal requirements.

i =8 #103
A governmental financial reporting entity is comprised of all of the following EXCEPT

¢ A any organization for which records are kept by the primary government.

¢ B. other organizations for which the nature and significance of their relationship with the primary government are such that
exclusion would cause the reporting entity's financial statements to be misleading or incomplete.

e (. the primary governiment.

¢ D. organizations for which the primary government is financially accountable.

ER: A

i RE LB -

A governmental financial reporting entity includes:

The primary government

Legally separate organizations for which the primary government is financially accountable Other organizations whose exclusion
would render the financial statements misleading or incomplete (per GASB Statement No. 14 and No. 61) Merely keeping records
for an organization does not make it part of the financial reporting entity unless there is financial accountability or a significant
relationship.

Relevant References:

GASB Statement No. 14 - The Financial Reporting Entity

GASB Statement No. 61 - Omnibus Amendments to GASB No. 14

GASB Codification Section 2100 - Reporting Entity

B). any organization for which records are kept by the primary government

B8 #104
Which of'the following revenue sources is an exchange-like transaction?

A. fines
B. operating permits
C. income taxes

D. grants
EX: B

fE R A«

Exchange and exchange-like transactions occur when each party receives and gives up essentially equal value.

In the case of operating permits (e.g., business licenses or environmental permits), the payer receives a direct and proportional
benefit in exchange for the fee paid, making this an exchange-like transaction.

In contrast:

Income taxes and fines are non-exchange revenues.

Grants may or may not be exchange-like, depending on stipulations, but generally are non-exchange.

Relevant Standards and References:

GASB Statement No. 33, Accounting and Financial Reporting for Nonexchange Transactions GASB Codification Section N50,
Nonexchange Transactions GFOA Best Practices - Revenue Recognition Therefore, Option B is correct.

R 8 #105
The footnotes to audited financial statements disclose



A. information about the auditor's opinion on the financial statements.
B. a summary of significant accounting policies.

C. the accounting principles used to prepare the financial statements.
D. the agency's performance metrics.

EX: B

R A -

Footnotes (Notes to the Financial Statements) serve to clarify and provide additional detail about the financial statements. Key
components include:

Summary of significant accounting policies (e.g., measurement focus, basis of accounting) Details on capital assets, long-term
liabilities, commitments, contingencies Pension/OPEB disclosures Not performance metrics or audit opinions (those are in MD&A
and audit reports) Relevant References:

GASB Codification Section 2300 - Notes to Financial Statements

GFOA Best Practices - Financial Reporting and Disclosure

C). a summary of significant accounting policies.

5 7E #106

‘When a new combined government replaces the separate governments of a city and a county, this is an example of

A. a transfer of operations.

B. a government acquisition.

C. a government merger.

D. mtergovernmental operations.

ZR: C
fRRER

A government merger occurs when two or more legally separate governments are combined to form a new government, and the
original governments cease to exist. This includes combinations like a city and county merging to form a unified government, with
combined assets, liabilities, and operations.

There is no acquiring government - rather, the governments voluntarily combine into a new legal entity.

Relevant References:

GASB Statement No. 69 - Government Combinations and Disposals of Government Operations GASB Codification Section G60 -
Definitions of Mergers vs. Acquisitions GFOA Government Restructuring Guidelines A). a government merger

FIRE #107
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