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AGA Examination 2: Governmental Accounting, Financial Reporting and
Budgeting (GAFRB) 32 7 GAFRB R B [ & (Q68-Q73):

] #68

A government issues general obligation bonds at a premium. The associated amortization would be reported on the

A. Statement of Revenues, Expenditures, and Changes in Fund Balance as a component of depreciation expenditures.
B. Statement of Activities as a component of depreciation expense.

C. Statement of Activities as a component of interest expense.

D. Statement of Revenues, Expenditures, and Changes in Fund Balance as a component of interest expenditures.

EfE: C

AR :

When a government issues general obligation bonds at a premium, the premium is amortized over the life of the bond. Under the full
accrual basis used in the government-wide financial statements (e.g,, Statement of Activities), this amortization reduces the reported
nterest expense over time.

The fund financial statements (e.g., Statement of Revenues, Expenditures, and Changes in Fund Balance) follow the modified accrual
basis and generally do not account for amortization of bond premiumns.

Relevant References:

GASB Statement No. 34 - Government- Wide Financial Reporting

GASB Statement No. 65 - Itens Previously Reported as Assets and Liabilities GFOA - Debt Reporting Best Practices B).
Statement of Activities as a component of interest expense

R #69
The summary of significant accounting policies in the notes to the financial statements includes all of the following information
EXCEPT

A. summary of changes to the GAAP impacting the financial statements.

B. a description of the reporting entity and major components.

C. disclosure of receipt of budget authority from the entity.

D. summary of accounting principles followed by the entity, and methods followed applying those principles.

IEf: C

RN -

The Summary of Significant Accounting Policies (SSAP), included in the notes to the financial statements, typically includes:
Description of the reporting entity

Basis of presentation and accounting principles

Methods used to apply those principles

Policy changes from prior years

However, disclosures regarding receipt or use of budget authority are not included in the SSAP. Budget authority and execution are
typically addressed in the Required Supplementary Information (RSI) or other budgetary sections of federal financial reports.
Relevant References:

FASAB SFFAS No. 34 - Notes to the Financial Statements

OMB Circular A-136 - Section 11.4.4: Summary of Significant Accounting Policies GAO Federal Accounting Handbook C).
disclosure of receipt of budget authority from the entity

HMA #70
A federal agency submits its budget request to which of the following?

e A Congress

e B. the U.S. Department of the Treasury
e C.GAO

e D.OMB

Rt



Federal agencies submit their budget requests to the Office of Management and Budget (OMB), which reviews, analyzes, and
makes recommendations to the President. After OMB review, the final version of the President's Budget is submitted to Congress.
Other roles:

Treasury: Manages federal finances, not budget formulation.

GAO: Audits and provides oversight to Congress.

Congress: Receives and authorizes the budget but does not initially review agency requests.

Relevant References:

OMB Circular A-11 - Preparation and Submission of Budget Estimates

GAO Budget Glossary

U).S. Code Title 31 - Role of OMB

B). OMB

HE#T1
Which of'the following events requires both a proprietary and a budgetary accounting entry?

A. A contracting officer's representative receives delivery of previously ordered printers.
B. A budget officer allots resources to a program office to buy printers.

C. A funds certifying official commits resources to order printers.

D. A contracting officer signs a contract to buy printers.

EfE: A

A -

This is the point when a proprietary entry and a budgetary entry must both be recorded:

Proprietary entry: To record the asset (e.g., equipment) and recognize the payable Budgetary entry: To move from unpaid obligation
(Undelivered Orders) to paid obligation (Delivered Orders) Receiving goods/services triggers both the accrual of the expense and
the update of the obligation's status in the budgetary accounts.

Relevant References:

FASAB SFFAS No. 1 - Accounting for Selected Assets and Liabilities

Treasury Financial Manual, Part 2, Ch. 4700 - Proprietary vs. Budgetary Accounting GAO Red Book - Appropriations Law B). A
contracting officer's representative receives delivery of previously ordered printers.

H #72
‘What organization establishes GAAP for federal agencies?

e A OMB
e B.FASB
e C.GAO
e D.FASAB

1IEf#: D

R

The Federal Accounting Standards Advisory Board (FASAB) establishes Generally Accepted Accounting Principles (GAAP) for
federal government entities. FASAB is recognized by the American Institute of Certified Public Accountants (AICPA) as the
authoritative source of GAAP for federal agencies.

Other agencies:

OMB: Issues financial reporting guidance and formats (e.g,, A-136), but does not set GAAP.

GAO: Audits financial statements and issues internal control guidance.

FASB: Sets GAAP for private sector and some not-for-profit organizations-not federal

Relevant References:

FASAB Memorandum of Understanding (GAO, Treasury, OMB)

AICPA Rule 203 Designation of FASAB as the GAAP Authority

SFFAS No. 34 - The Hierarchy of GAAP

A). FASAB

HE #73
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