Setting up the Activity Fund Expense and Revenue Purchase Orders

Fiduciary funds include assets the district holds in trust for others that cannot be used to support district programs, such as scholarship funds (Fund 810), Campus Activity (fund 461) and Student Activity funds (Fund 865). GASB 84 changed the accounting procedures for fiduciary funds so Student Activity funds will now require revenue and expenditure codes, not just the cash and liability codes most of us have been using.  We are attaching additional information on GASB 84 and from TASB regarding fiduciary funds.  To establish the proper accounting, complete the following checklist.  As always, feel free to contact the TxEIS Business team with questions.










1. Remove the Student Activity Fund > Fund / Fiscal Year, if showing in
Finance > Tables > District Finance Options > Finance Options

[image: ]

2. Add Fund 865 to  
Finance > Tables > Account Codes > Fund tab if needed. 
[image: ]


3. Enter the Revenue, Expenditure and Fund Balances Account Codes in 
Finance > Maintenance > Create Chart of Accounts
Use Sub-Object, Educational Span or Projected Detail fields to account for each organization separately. 
Examples:
[image: ]
[image: ]






If you use the Purchasing Application and print PO’s for
Student Activity purchases, complete steps 4-5.

Or

If you document purchases in Student Activity funds on a paper PO and then enter a PA in Finance, skip to step 6.

4. Districts using Purchasing must enter a Budget Amendment to establish budget amounts in Revenue and Expenditure accounts. 
Finance > Maintenance > Postings > Journal Budget

[image: ]




5. Set up users to Purchase in

District Administration > Maintenance > User Profiles > Accounts

· Add desired accounts in Fund 865 for each user. Select PUR

[bookmark: _GoBack][image: ]

6. Enter JV to reclassify existing activity into Revenue and Expense accounts from 219X in
Finance > Maintenance > Postings > Journal Actual

[image: ]
Opening balances should be entered in 3590 fund balance. 

7. If your district will use purchasing, ensure appropriate staff know to use 865-XX-6XXX rather than 865-00-219X
Purchasing > Maintenance > Create / Modify Requisition
[image: ]

Notes 1: FIN1850 - Student Activity Report will no longer work for Student Activity. 
Notes 2: You may need to reverse or pay any pending PO's with 865-00-219X.
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Dojissues related to activity funds have you scratching your head? At TASB Legal Services, we are
often asked questions related to how activity funds can be raised, accounted for, and spent. The
answers to such questions are largely a function of accounting practices, but can also be
etermined by statutory and regulatory restrictions.

Fund Accounting

Fist,in order to better understand activity funds, it is helpful to have a very basic understanding.
of “fund accounting,” which is the accounting system that school disticts use. In fund
accounting, school districts establish separate funds for specific activties or purposes. Each fund
isa separate set of accounts that are grouped together for that fund's activity or purpose in
accordance with laws and regulations or special restrictions and limitations.*

In order to comply with legal requirements for fiscal accounting, auditing, and budgeting, school
disticts prepare financial statements to report to TEA detailed information for three types of
funds—proprietary, fiduciary, and governmental. Proprietary funds include activitis paid for
primarily by the revenue the actvity itsef generates, such as food service operations. Fiduciary
funds include assets the distict holds i trustfor others that cannot be used to support district
programs, such as scholarship funds or local pension funds. A fiduciary must exercise the highst
standard of care in managing another's money. Finaly, governmental funds account for
everything else and relate primarily to the sources, uses, and balances of the district’s financial
resources that are available to be spent on disrict programs. Governmental funds for Texas.
school distrcts consistof four fund groups—General, Special Revenue, Capital Projects and Debt
Service.? The difference between al ssets and liabilties in the governmenta fund i referred to
25 the “fund balance.”>

Activity Funds

‘With that brief ntroduction to fund accounting, we can turn ou attention to a specific type of
fund unique to school districts known as activity funds. As the name implies, activiy funds direct
and account for money that is used to support cocurricular and extracurricular student activities.

" ex Educ. Agency, inoncil Accountobily System Resource Guide, Modue 1. Finsncial Accounting and Reportig,
Updste 14,p.5 fan. 2010,

* Tex. Educ. Agency, inonciol Accountobily System Resource Guide, Modue 1. Finsncial Accounting and Reportig,
Updste 14,p. 224 (an. 2010).

* Governments! Accounting Standards Board, The User's Perspectie (Nov. 2007)
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‘Generaly, cocurricular activiies are school-sponsored activites that directly add value to
classroom instruction and curriculum. Extracurricular activities include a variety of other distict-
directed activiies,like athletic and other nonacademic competitions.*

n Texas, two types of activity funds are commonly recognized —student activity funds and
district or campus activity funds. Student activity funds belong to students and are used to.
Support student organizations and clubs. District or campus activity funds belong to the school
district and are used to support district or campus programs. All funds collected by school
district personnel from students are defined as activity funds and must be handled through one.
of these two types of activity funds accounts.”

Student Activity Funds

Student activity funds support the activities of student-led organizations or clubs in which
Students not only participate, but also manage and direct the organization’s activities.
Examples include Student Council, Class of 2021, or the Astronomy Club. Student activity.
funds are comprised of monies raised and collected by students typically through school-
‘approved fund-aising activities, club dues, or donations. Student activity funds, therefore,
fallinto the fiduciary fund category. That is, student activity funds are assets held by the

district as an agent for the student organization that cannot be used by the district to
Support ts own programs. Approval to spend money from a student activity fund rests solely
with the student organization, rather than administrators of the board of trustees.

District or Campus Activity Funds

District or campus activty funds support cocurricular and extracurricular activities and are
controlled by school administrators or the school board. Examples include money colected
from athletic events and book fairs orfor feld trips. District or campus activity funds are.
‘comprised of monies raised and collected by the district or campus through fund-raising efforts.
or donations. District or campus activity funds are considered special revenue general funds.
Thatis, distrct or campus activity funds contain proceeds from specifc revenue sources that
are restricted to expenditures for specified purposes. Approval to spend money from a distrct
or campus activity fund rests with administrators or the board of trustees, not students.”

* US.Deptof Educ, st of Educ. Scs, Nat . fo Educ. Statsics, FnanciolAccounting for Locoland Stte
SchoolSysems: 2009 Edition ..

* Tex. duc. Agency, inoncil Accountobily System Resource Guide, Modue . Site-Based Decison Mking, Updte 34, .
2 an. 2010)

¢ US.Deptof Educ, st of Educ. Scs, Nat . for Edue. Statstics, EnancialAccounting for Local and Stte.
SchoolSystems: 2009 Edition h..

? U Dep't of Educ, Inst. ofEduc. Sis, Nt Cr for Educ. Statisties, inoncial Accountingfo Locol and State
SchoolSystems: 2009 Edition ..
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Activity Funds Management

TASB's model policy CFD(LOCAL) states that the superintendent, principal, and sponsor, as
applicable, are responsible for the proper administration of activty funds i accordance with
state law and local policy, District-approved accounting practices and procedures, and the TEA
Financial Accountabilty System Resource Guide (FASRG).

State Law and Local Policy

“The only provision in the Texas Education Code related to managing activity funds relates to
district or campus activity funds and requires a school district to adopt  policy governing the
‘expenditure of funds received from vending machines, rentals, gate receipts, or other local
Sources of revenue over which the district has direct control.* The policy must require
discretionary expenditures of these types of funds to be related to the distrct's educational
purpose, provide a commensurate benefit to the district or its students, and not be a gft of
‘public funds under the standards of Texas Constitution, article ll, section 52. This legally-
required policy provision is found in your policy manual at CFD(LOCAL).

Policy CFD(LOCAL) also contains limited provisions related to the management of student
activity funds. For example, the policy states that al student activity funds shall be included
in the annual audit of the district’s financial accounts. The policy also provides for the
treatment of carryover funds from one fiscal year to the next.

Distri

Practices and Procedures

As is commonly the case with board-approved policies, however, CFD(LOCAL) does not
contain the level of detail required to provide specific guidance to employees on how to
handle activity funds. The required level of detail is more appropriate for district-approved
practices and procedures, i.e., administrative regulations. More specificaly, distrcts are well-
‘advised to develop an Activity Funds Handbook or Manual that provides employees with
detailed guidance on the proper handling and accounting of activity fund money to help
prevent misappropriation of funds. The handbook should be distributed to all principals,
Sponsors and clerks or bookkeepers, and the distrct should provide annual training to those:
‘employees on what the handbook requires.

sancial Accountabilty System Resource Guide (FASRG]

The FASRG s TEA's offcal publication that describes the rules of financial accounting for school
disticts and is adopted by reference into the Texas Administrative Code as the agency’s offcial
rule.$ The FASRG i typically updated every two years and the current Version 15.0 was adopted
in April 2012. FASRG Module 1: Financial Accounting and Reporting, provides helpful

© Tox Educ. Code 5 44508
* 19 Tex Admin. Code § 109.41.
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information related to the proper accounting code structure for the different types of activty
funds, but Module 5: ite-based Decision Making provides detailed best practices for activity
fund accounting.

The FASRG describes two common methods for administering activty fund accounting—
“centralized” where funds are controlled and disbursed through the central office’s Accounting
Department and “decentralized” where funds are accounted for and controlled at the various
‘campuses. The FASRG also provides guidance on a variety of issues including who should be
responsible for activity funds and how money and disbursements should be handled.

Common Questions

Now that we know what activity funds are and have a better idea of what rules a district must
follow when managing activity funds, et's focus on common questions that arise with regard to

activity funds.

1. Who determines how to spend the money in an activity fund? The answer depends on
‘whether it i astudent activty fund or a istict o campus activity fund. If the money
comes from a student activity fund, students decide how to spend t. Administrators or
the board of trustees decide how to spend money from a distict o campus actvity fund.

2. Can activity funds be spent on travel? Yes. If the funds for the trip come from student
activty funds, the students can decide to spend the money on a trip. If the funds come
from district or campus activity funds, the trip must be related to the district’s
educational purpose, and provide a commensurate benefit to the distictor students.

3. Can we spend campus activity funds on a teacher appreciation lunch? Expenditures
intendied to improve staff morale are related to the district’s educational purpose and
provide a benefi o the distict, 5o they would be  legitimate use of campus actvty unds.

4. Can we have an employee actvity fund? Funds can be collected or received from
teachers or other employees for aspecifc purpose, such as a “flower fund” or break-
room fund. These accounts are not considered activity funds, but would be categorized
and accounted for as an agency fund, which is  type of iducary fund 2>

5. Can we spend activity funds on scholarships? Yes. For student actvity funds, the
students controlling the fund can choose to spend the money on scholarships. For
campus ordistict actvity funds, the expenditure relates to the district’s educational
purpose and provides a return beneft to the students.

6. Can the Student Council hold a affl or have a bingo night as a fund-raiser? Probably
not. Raffles and bingo are highiy-regulated by the State of Texas. The Bingo Enabling Act
and Charitable Raffle Enabling Act, Chapters 2001 and 2002 of the Texas Government
Code respectively, and related adrinistrative rules make it impractical forstudent
organizations to use these activites for fund-rasing.

" Tex. Educ. Agency, inoncial Accountobilty System Resource Guide, Module . Site-Bssed Decision Mkin, Updte
14,p.43 (an. 2010).
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7. What happens to the Senior Class’ student activity fund after graduation? That
depends on local policy and practice as defined in administrative regulations. In this
instance, no statute or regulation dictates how funds are to be handled, so questions like
these are answered by consulting your distrct’s Activity Funds Handbook or Manual, This
illutrates the importance of adopting a local Activty Funds Handbook or Manual.

8. Are booster club or PTA funds activity funds? No. Booster clubs and parent.-teacher
organizations are separate legal entities from the school district. These organizations
must maintain separate federal tax identification numbers and bank accounts. The UIL
publishes guidelines for booster clubs, as do the national umbrella organizations for
parent teacher groups.

5. Are purchases made from student actvity funds tax-exempt? It depends. Purchases are
tax-exempt if the merchandise s for the school’suse, i related to the educational
process, and wil be used for educational purposes. However, purchases for use by
individuals, even though school-elated, are not tax-exempt. For example,cheerleaders
purchasing their own uniforms, band members purchasing their own instruments, and
athietic teams purchasing their own jackets are not tax exempt.*

10. What account code do we use for actvty funds? factvity fund decisions rest olely
withstudents, the money should be accounted fo i Fund 865—Student Actvty
Account. f other persons besides students such as teachers, sponsors, or administrators
have access tothe activity fund, the money should be accounted for n Fund 461—
‘Campus Actviy Funds.

11. Do purchases from student activity funds have to comply with competitive
procurement laws? Purchases from campus or istrict acivity funds must comply with
the district’s purchasing procedures and relevant statutes. Purchases made from student
activty funds may not legally b required to comply with procurement laws if a purchase:
is made directly by students and the district s not a party o the contract. However,local
policy o regulations could make clear that alldistrict procedures and relevant statutes
must be followed when making purchases from student activity funds.

'12. What happens when activity funds are lost or stolen? The responsibilty for activity funds
involves principals, staff such as the school secretary o clerk, sponsors, and auditors.
Because activty funds largely consist of cash, a high risk of mishandling or misappropriation
of funds exists. District policy typically prohibits fraud and financial
misappropriation of funds, at policy CAA(LOCAL). An employee who is found to have
Violated the Activity Funds Handbook or Manual or policy CAA(LOCAL) could be subject to

" Tex. Educ. Agency, inoncial Accountobilty System Resource Guide, Module . Site-Bssed Decison Mkin, Updte
14,p.51 fan. 2010).

* Tex Educ. Agency, Enancial Accountablty Sstem Resource Guide, Module . Site-83sed Decison Makin, Updte
14,p.42 (an. 2010).

 Tex. Educ. Agency, inoncial Accountobilty System Resource Guide, Module . Site-Bssed Decison Mkin, Updte
14,p.50 an. 2010).
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discipline including termination depending on the circumstances. In addition, the loss or
misappropriation of funds could cause problems with the distric’s financial audit and affect
the district’s financial accountabiliy rating from TEA.

Issues related to school finance and accounting generally, and activity funds in particular, can be:
complex and confusing even for school business officials. Because of this complexity and the.
risks associated with colecting and disbursing cash, it is important to have locally-adopted rules.
Such as an Activity Funds Handbook or Manual to clearly establish procedures and a system of
internal controls.

s always,if you have any questions about this topic or any other school law topic, please call s
‘on the TASB Legal Line at 800.580.5345.

This document is continuall updated, and references to online resources are hyperlinked, at
tash.org/Services/Legal-Services/TASE-School-Law-eSource/Business/ documents/actviy funds.pdf. For
‘more information on this and other school law topis, visit TASB School Law eSource at
schoollawesource tash ore.

Thisdocument s provided fo educational purposes anly and contoin nformation o facltate  general
nderstanding of the k. It < nether an exhaustive treatment of the low on ti subjec nor i  ntended to
substtue forthe adviceof an attorney. ¢ important forthe recpien to Consut withthe ditrict's own attormey in
order t0 appy these legal principe tospecfic oct situations.

Updoted December 2017
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