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o 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

FEY 2 1 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.

¢ 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
bEY 72 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.

¢ 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]
FEw 23 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, sustainability, and the
characteristics of quality financial information.

AGA Examination 2: Governmental Accounting, Financial Reporting and
Budgeting (GAFRB) 52 % GAFRB B [ & (Q35-Q40):

B #35
A budget document that lists the budget by social services, affordable housing and supplies includes which of the following significant
elements?

e A program, function, category

e B. organizational unit, program, category
e (. function, category, object class

e D. function, program, object class

IEf#: D
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A well-structured budget document typically categorizes spending in three key ways:

Function: Broad purpose or mission, such as public safety, social services, or housing.

Program: Specific activities or initiatives under a function (e.g., housing vouchers under affordable housing).

Object Class: The type of goods or services purchased, such as personnel, supplies, or equipment.

‘When a budget is organized by itens like social services (fnction), affordable housing (program), and supplies (object class), it
indicates the budget is categorized by those three significant elements.

Relevant Standards and References:

OMB Circular A-11, Preparation, Submission, and Execution of the Budget GAO Budget Glossary

HM #36
OMB Circular A-136 requires that all of the following be included in an AFR EXCEPT

e A the financial section.

¢ B. the performance section.

e C. the MD&A.

¢ D. amessage from the head of the agency.

Ef#: B
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OMB Circular A-136 specifies the required components of the Agency Financial Report (AFR), which include:
A Message from the Head of the Agency

Management's Discussion and Analysis (MD&A)

Financial Section (including staterments and notes)

Other Information (e.g., improper payments, internal controls)

The Performance Section is not included in the AFR but is instead part of the alternative Performance and Accountability Report
(PAR) or included separately in an Annual Performance Report (APR).

Relevant References:

OMB Circular A-136 - Financial Reporting Requirements (Section II)

GPRA Modernization Act of 2010

CFO Act 0f 1990

D). the performance section

B #37
A city pays a bond payable as well as interest. The journal entry to record this in the debt service fimd would be to credit cash and
debit

A. bonds payable and expenditures - interest.

B. bonds payable and interest expense.

C. expenditures - principal and expenditures - interest.
D. principal expense and interest expense.

EfE: C

AR

In the governmental find (such as the debt service find), modified accrual accounting is used. Under this basis:

Payment of principal and interest is recorded as expenditures, not reductions of liabilities or interest expense.

No long-term liabilities (e.g., bonds payable) are recorded in governmental finds.

So, the correct journal entry is:

Debit: Expenditures - Principal

Debit: Expenditures - Interest

Credit: Cash

Relevant References:

GASB Codification Section 1300 - Fund Accounting and Modified Accrual Basis GASB Statement No. 34 - Fund-Level
Reporting GFOA Accounting and Reporting for Debt Service Funds A). expenditures - principal and expenditures - interest



B #38

The quarterly inventory 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?

Jan Feb Mar

Beginning amount 1,200 600 700
Beginning value $2.400 $1,500 $1,750
Purchase amount 800 800 1,000
Purchase value $2,000 $2,000 $3,000
Ending amount 600 700 1,100
Ending value $1,500 $1,750 $3,250

e A FIFO

e B. average cost

e C. net weight scale

e D.LIFO
Ef#: B
T

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

R #39

A state grant will reimburse a city for 40% of the architectural, construction and project management costs to build an annex to a city
building. A city employee, who is paid salary and benefits of 510,000 a month, works half-time on the project for six months.

The city reports the following project budgeted and actual costs:

Purpose Budget Actual

Architectural fees $ 100.000 $ 90,000

Construction costs $10,500,000 $10,000,000

Based upon the above nformation, what is the amount of allowable costs that the state will reimburse the city on the grant?

e A $4,252,000
e B. $4.048.000
e C. $4.060.000
e D. $4.264.000

fiE A2



First, we calculate total eligible project costs:

Eligible categories (architectural, construction, project management):
Architectural (actual): $90,000

Construction (actual): $10,000,000

Project management (city employee at 50% time for 6 months):
$10,000/month x 6 months x 50% = $30,000

Total eligible cost = $90,000 + $10,000,000 + $30,000 = $10,120,000
State reimburses 40% of eligible cost:

0.40 x $10,120,000 = $4,048,000

Relevant References:

OMB Uniform Guidance (2 CFR § 200) - Cost Principles

GFOA Best Practices - Grant Compliance

State grant agreements outlining cost-sharing requirements

A). $4,048,000
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