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AGA Examination 2: Governmental Accounting, Financial Reporting and
Budgeting (GAFRB) GAFRB Priifungsfragen mit Losungen (Q95-Q100):

95. Frage
To capitalize a research and development asset, it must

A. have alternative future use.

B. be approved by the agency head.

C. be used for a federal research project.

D. have acquisition value of at least $100.000.

Antwort: A

Begrindung;

Research and development (R&D) costs are generally expensed when incurred. However, capitalization may occur only if the asset
has an "alternative future use." This means it can be used in other projects or for other purposes beyond the specific R&D effort.
This principle aligns with both federal and private-sector accounting under FASAB and FASB standards.

Relevant References:

FASAB SFFAS No. 10 - Accounting for Internal Use Software
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FASB ASC 730 - Research and Development
GAO Red Book - Capitalization Guidelines
D). have alternative future use

96. Frage
Which account is used to temporarily hold general, special or trust fund federal government collections or disbursements pending
clearance to the applicable receipt or expenditure accounts?

A. Deposit Fund Account

B. Transfer Allocation Account
C. Suspense Account

D. Clearing Account

Antwort: D

Begrindung;

Clearing accounts are used to temporarily record collections or disbursements of the federal government until they can be correctly
classified into the appropriate account (e.g., receipt or expenditure accounts).

Suspense accounts are similar but typically used when the agency cannot immediately identify the appropriate account for a
transaction. Clearing accounts have known destinations, but require short-term holding for classification purposes.

Relevant References:

Treasury Financial Manual (TFM) - Volune I, Part 2, Chapter 5100

USSGL (U.S. Standard General Ledger) - Account Definitions

GAO Red Book - Federal Appropriation Terms

D). Clearing Account
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97. Frage
A budget document that lists the budget by social services, affordable housing and supplies includes which of the following significant
elements?

A. organizational unit, program, category
B. function, program, object class

C. function, category, object class

D. program, function, category

Antwort: B

Begrindung;

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 items like social services (finction), affordable housing (program), and supplies (object class), it
mdicates 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

98. Frage

A state had problems with its cash reconciliation resulting in a difference between the total cash per books versus cash balance with
banks. The possible loss could only be estimated within a range of $100 million to

$300 million with no amount within the range considered a better estimate than any other. The state should recognize a minimum
liability of

e A. $300 million with no additional disclosure required.
e B. an amount to be determined by external auditors.
e C. $200 million and disclose in the notes the exposure to an additional $100 million loss.



¢ D. $100 million and disclose in the notes the exposure to an additional $200 million loss.
Antwort: D

Begrindung;

GASB Statement No. 62 (based on FASB ASC 450-20) provides guidance on recognizing loss contingencies.
Ifa loss is probable and the amount can only be estimated as a range, and no single amount within the range is better, the minimum
amount in the range should be accrued.

The remainder of the range should be disclosed in the notes to the financial statements.

Thus:

Accrue: $100 million

Disclose: Additional exposure up to $200 million

Relevant References:

GASB Statement No. 62 - Paragraph 96

GAAP Implementation Guide - Loss Contingencies

AICPA Audit Guide - Government Auditing Standards

A). $100 million and disclose in the notes the exposure to an additional $200 million loss

99. Frage
What is the entry when rent of $500 is paid?

A. debit cash $500, credit expense $500

B. debit expense $500, credit cash $500

C. debit cash $500, credit payables $500

D. debit expense S500, credit payables $500

Antwort: B

Begrindung;

When a payment is made for rent, an expense is incurred and cash is reduced. The correct journal entry is:
Debit Rent Expense $500 # to recognize the cost

Credit Cash $500 # to reflect the cash outflow

D). debit expense $500, credit cash $500

Relevant References:

FASAB SFFAS No. 4 - Managerial Cost Accounting Concepts and Standards

Basic governmental and commercial accounting journal entry conventions
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