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SFFAS No. 35, Application of Generally Accepted Accounting Principles to Other Components and Sub-Components Of The Consolidated Government, provides that generally accepted accounting principles other than those pertaining to the hierarchy of generally accepted accounting principles, as specified by SFFAS No. 34, apply to other components and sub-
components of the consolidated government. SFFAS No. 42, The Hierarchy of Generally Accepted Accounting Principles, establishes what constitutes GAAP for governmentwide reporting entities and their component reporting entities. SFFAS No. 42 recognizes that some federal component reporting entities prepare and publish financial statements (pursuant to the
accounting and reporting standards issued by the FASB), and provides that such financial statements prepared in conformity with accounting standards issued by the FASB also may be regarded as in conformity with GAAP. Per SFFAS No. 47, Reporting Entity, consolidation entities (that is, the consolidated government-wide reporting entity or a consolidated component
reporting entity) may consolidate component or sub-component reporting entity financial statements prepared in accordance with FASB GAAP without conversion for any differences in accounting policies among the organizations. As a result, entities reporting in conformity with FASB GAAP, consistent with SFFAS No. 42, may also report their data to GTAS in conformity
with FASB GAAP. SFFAS No. 47, Reporting Entity, defines a reporting entity as an entity that must file consolidated financial statements. If any consolidated component reporting entity is also required to file a consolidated financial statement, then the consolidated component reporting entity must also be a reporting entity. Any consolidated component reporting entity
that is a reporting entity may consolidate a sub-component reporting entity. It is also possible for a consolidated component reporting entity to be required to file consolidated financial statements but for which this requirement is satisfied by reporting the data of such sub-component reporting entity in accordance with Generally Accepted Accounting Principles other
than GAAP. In this instance, the consolidated component reporting entity should be operating under GAAP when it files consolidated financial statements and not under GAAP when it files consolidated financial statements.
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The Federal Reserve Banks accounting policy conforms with the general principles enunciated in the FASB�,s Interpretations, International Accounting Standards: Consolidated Financial Statements. However, the Federal Reserve Banks accounting policy is not consistent with some definitions that appear in the FASB and authoritative accounting pronouncements of the
GAAP . Specifically, the Federal Reserve Banks accounting policy does not recognize all expenses included in inter-governmental balances as expenses of the Federal Reserve Banks for income and expense recognition purposes (as opposed to liquidity or cash management purposes). Moreover, the Federal Reserve Banks accounting policy does not recognize all Federal

Reserve Banks assets in liquid investments as capital assets. The determination of inter-governmental transfers at the Federal Reserve Banks consists of: (i) calculating transferred amounts from other Federal Reserve Banks accounts at the end of the accounting period; (ii) adjusting transferred amounts of Federal Reserve Banks accounts at the beginning of the
reporting period based on inter-governmental transfers between these accounts at the end of the reporting period; and, (iii) entering transferred amounts at the beginning of the reporting period. The accounts of the various Federal Reserve Banks are reconciled on a weekly basis. The government-wide financial statement presents government-wide activity and is

prepared in accordance with generally accepted accounting principles (GAAP) for federal entities. The government-wide financial statements include the following components: (1) the federal government (the federal activity and its subcomponents) and its components, (2) federal agencies and federal instrumentalities, (3) all other reporting entities and governments,
and (4) the central government (the overall government). A government-wide financial statement is a measure of financial performance of a single entity. This single entity, the government of the United States, is composed of a single fiscal year, which is the calendar year, and a single accounting period, which is the fiscal year. The government-wide financial

statements are prepared in accordance with government-wide accounting principles (GWAAP) for federal entities. 5ec8ef588b
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