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Forney Independent School District 
 
 

Account Code Reporting 
 

 
 
Overview of Account Codes 
 
Section 44.007 of the Texas Education Code (Code or TEC) requires that a standard school 
district fiscal accounting system be adopted by each school district. The system must meet at 
least the minimum requirements prescribed by the State Board of Education and also be 
subject to review and comment by the state auditor. Additionally, the accounting system must 
conform to Generally Accepted Accounting Principles (GAAP). This section further requires 
that a report be provided at the time that the school district budget is filed, showing financial 
information sufficient to enable the state board of education to monitor the funding process 
and to determine educational system costs by school district, campus and program.  
 
The Texas Education Code, Section 44.008, requires each school district to have an annual 
independent audit conducted that meets the minimum requirements of the state board of 
education, subject to review and comment by the state auditor. The annual audit must include 
the performance of certain audit procedures for the purpose of reviewing the accuracy of the 
fiscal information provided by the district through the Public Education Information 
Management System (PEIMS). The audit procedures are to be adequate to detect material 
errors in the school district’s fiscal data to be reported through the PEIMS system for the 
fiscal period under audit. 
 
A major purpose of the following accounting code structure is to establish the standard 
school district fiscal accounting system required by law. Although certain codes within the 
overview may be used at local option, the sequence of the codes within the structure, and the 
funds and chart of accounts, are to be uniformly used by all school districts in accordance 
with generally accepted accounting principles. 
 
 
The Code Structure 
 
Fund Code 

A mandatory 3 digit code is to be used for all financial transactions to identify the fund group 
and specific fund. The first digit refers to the fund group, and the second and third digit 
specifies the fund.  

Example:  
 
A Special Revenue Fund could be coded 211. The 2 indicates the Special Revenue Fund, the 
11 specifies ESEA, Title I, Part A - Improving Basic Programs. 
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Function Code  

A mandatory 2 digit code applied to expenditures/expenses that identify the purpose of the 
transaction. The first digit identifies the major class and the second digit refers to the specific 
function within the area.  
 
Example:  
 
The function "Health Service" is coded 33. The first 3 specifies Support Services - Student 
(Pupil) and the second 3 is Health Services. 
 
 
Object Code  
 
A mandatory 4 digit code that identifies the nature and object of an account, a transaction or a 
source. The first of the four digits identifies the type of account or transaction, the second 
digit identifies the major area, and the third and fourth digits provide further sub-
classifications.  

Example:  

Money received for current year taxes is classified in account 5711. The 5 denotes revenue, 
the 7 shows Local and Intermediate Sources, the 1 denotes local real and personal property 
taxes revenue and the final 1 specifies current year levy. 

 
Optional Codes 1 and 2  
 
A 2 digit code for optional use to provide special accountability at the local level. 
 

Organization Code  

A mandatory 3 digit code that identifies the organization, i.e., High School, Middle School, 
Elementary School, Superintendent’s office, etc. An organization code does not necessarily 
correspond with a physical location. The activity, not the location, defines the organization. 
Campuses are examples of organization codes and are specified for each school district in the 
Texas School Directory.  

Example:  
Expenditures for a high school might be classified as 001. This is a campus organization code 
that is defined in the Texas School Directory for that high school. 
 

Fiscal Year Code  

A mandatory single digit code that identifies the fiscal year of the transaction or the 
project year of inception of a grant project.  
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Examples:  
 
For the 2013-04 fiscal year of the school district, a 4 would denote the fiscal year.  

An ESEA, Title I, Part A - Improving Basic Programs grant for the project year from July 1, 
2012 through September 30, 2013 would be indicated by a 3. A grant for the project year 
from July 1, 2013 through September 30, 2014 would be indicated by a 4. Therefore, for 3 
months of a year for some federal grants, we could be accounting for 2 project years. 

 
Program Intent Code  
 
A 2 digit code used to designate the intent of a program provided to students. These codes are 
used to account for the cost of instruction and other services that are directed toward a 
particular need of a specific set of students. The intent (the student group toward which the 
instructional or other service is directed) determines the program intent code, not the 
demographic makeup of the students served. 
 
Example:  
 
An entire class of physics is taught at the basic level. Program intent code 11 would designate 
Basic Educational Services. 
 
 
Optional Code 3  
A single code that is used at the local option. 
 

Optional Codes 4 and 5  
An optional 2 digit code that may be used by the district to further describe the transaction. 
 
 
 
Fund Codes 
 
School district accounting systems are organized and operated on a fund basis. A fund is an 
accounting entity with a self-balancing set of accounts recording financial resources and 
liabilities. A school district designates the fund’s financial resources for a distinct purpose. 
The fund’s purpose can be established by the state or federal government as well as the 
school district. The R by a fund indicates that the fund is required for reporting purposes 
(PEIMS and/or Annual Financial and Compliance Report) if such funds are applicable to the 
school district. 
 
School districts should establish and maintain those funds required by law and sound 
financial administration. Only the minimum number of funds consistent with legal and 
operating requirements should be established since unnecessary funds result in inflexibility, 
undue complexity, and inefficient financial administration. 
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100 - 600 GOVERNMENTAL FUND TYPES  
Governmental fund types for Texas school districts consist of four governmental fund groups 
(General, Special Revenue, Capital Projects and Debt Service) that account for the 
acquisition, use and balances of expendable financial resources and related liabilities as 
required by law or rule.  
 
100 GENERAL FUND  

The general fund is a governmental fund with budgetary control which is used to show 
transactions resulting from operations of on-going organizations and activities from a variety 
of revenue sources for which fund balance is controlled by and retained for the use of the 
local education agency. The general fund utilizes the modified accrual basis of accounting. 
To maintain separate revenue and expenditure accounts to assure the integrity of specific 
revenue purposes when required by law or rule, the general fund is to employ the 
classifications defined below.  
 
R 101 Food Service  
This classification is to be used by the school district for a food service program, under 
certain circumstances.  
 
The Food Service Fund is considered a part of the General Fund if it meets the following 
criteria:  

• No user fees are charged; i.e., students are not charged for meals, and  
 
• Participation in the National School Lunch Program (NSLP) is not a factor. Whether the 
school district participates or not, the General Fund subsidizes the Food Service Fund for all 
amounts required in excess of the NSLP reimbursements 
 
The fund balance of the Food Service Fund may not exceed three months of food service 
operations, and such balances are to be used exclusively for allowable child nutrition 
program purposes. (10.553, breakfast; 10.555, lunch) (Note: See Fund Codes 240 and 701 
which are alternative methods of accounting for Food Service Funds, depending on the 
guidelines established by the school district.) 
 
The Summer Feeding Program funded by the Department of Human Services (DHS) is not to 
be classified in this fund, but rather in the Special Revenue Fund Code 242. 
 
R 102 ESC State Support (Education Service Centers Only)  
This classification is to be used by an education service center to account, on a project basis, 
for funds to provide for the general operation of the education service centers and to develop, 
maintain, and deliver core services for student and school district performance or other areas 
identified by the Commissioner of Education. 
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103-160 Reserved for Future State Definition  

These classifications are reserved for future state designation and are not to be used by the 
school district.  

161-198 Locally Defined Classifications (Convert to Fund 199 for PEIMS)  

These classifications are used, at the option of the school district, to further classify specific 
revenues and related expenditures for local requirements. For PEIMS reporting these 
accounts are converted to Fund 199. 
 
R 199 General Fund 
This classification must be used to account for funds in which the local governing board 
designates. The local governing board has wide discretion in their use as provided by law. 
This fund usually includes transactions as a result of revenues from local maintenance 
taxes, payments in lieu of taxes, foundation entitlements, State and County available and 
other Foundation School Program sources which are not identified on warrants for 
foundation entitlements. This fund classification is also used to record transactions 
involving the instructional facilities allotment for lease-purchase related purposes (Fund 
Code 699, Debt Service Fund, is used to record transactions involving the FSP 
instructional facilities allotment for bonded indebtedness (voter approved debt) related 
purposes). Any locally defined codes that are used at the local option are to be converted 
to Fund 199 for PEIMS reporting.  
 
 
200/300/400 SPECIAL REVENUE FUNDS  
 
Special revenue funds are governmental funds used to account for the proceeds of 
specific revenue sources that are legally restricted to expenditures for specified purposes. 
This excludes expendable trusts and major capital projects. These funds utilize the 
modified accrual basis of accounting. 
 
When accounts are designated as “Education Service Centers Only,” school districts are not 
to use these fund classifications.  
 
200 SPECIAL REVENUE (FEDERAL PROGRAMS)  
Federal Programs that are used by school districts and education service centers not acting as 
a fiscal agent for a shared services arrangement are designated by Fund Codes 201 through 
289. Most, but not all, of these funds must be applied for through a Standard Application 
System (SAS). 
 
201 - 202 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district. 
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R 203 Child Care Development Block Grant  

This fund classification is to be used to account, on a project basis, for funds granted under 
Title XX of the Social Security Act. (93.575) (U.S. Department of Health and Human 
Services) 
 

R 204 ESEA, Title IV, Part A - Safe and Drug-Free Schools and Communities Act  

This fund classification is to be used to account, on a project basis, for funds granted as a 
result of the NCLB Act of 2001. These funds are to be used to develop age-appropriate 
comprehensive violence and drug/alcohol education prevention programs. This program is 
authorized under P.L. 107-110 (84.186A) (U.S. Department of Education)  
 

R 205 Head Start  

This fund classification is to be used to account, on a project basis, for funds granted for the 
Head Start Program by the United States Department of Health and Human Services. 
(93.600) (U.S. Department of Health and Human Services)  
 

R 206 ESEA, Title III, Subtitle B - Education for the Homeless Children and Youth  
This fund classification is to be used to account, on a project basis, for funds granted for a 
variety of staff development and supplemental services, including in-service training, 
counseling, psychological services and tutoring. This grant is funded by P.L. 107-110, 
McKinney-Vento Homeless Education Assistance Improvement of 2001 as amended by 
NCLB Act of 2001, Title X, Part C. (84.196) (U.S. Department of Education)  

207 Reserved for Future State Definition  
This fund classification is reserved for future state designation and is not to be used by the 
school district.  
 
R 208 Human Immunodeficiency Virus (HIV) Education  

This fund classification is to be used to account, on a project basis, for funds granted for 
educator training programs in human immunodeficiency virus (HIV) education for school-
aged populations. Education Service Centers receive support to provide technical assistance, 
workshops and materials, and collection of data on HIV educational programs and practices. 
(93.938) (U.S. Department of Health and Human Services)  
 

R 209 Energy Conservation for Institutional Buildings  
This fund classification is to be used to account, on a project basis, for funds granted for 
energy conservation by the US Department of Energy. (81.052)  
 

210 Reserved for Future State Definition  
This fund classification is reserved for future state designation and is not to be used by the 
school district. 
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R 211 ESEA, Title I, Part A - Improving Basic Programs  
This fund classification is to be used to account, on a project basis, for funds allocated to 
local educational agencies to enable schools to provide opportunities for children served to 
acquire the knowledge and skills contained in the challenging State content standards and to 
meet the challenging State performance standards developed for all children. This program is 
authorized under P.L. 107-110. (84.010A) (U.S. Department of Education)  
 
Note: This fund code is also used for ESEA Title I, Part D, Subpart 2 - LEA programs with 
locally operated correctional facilities.  
 
R 212 ESEA, Title I, Part C - Education of Migratory Children  

This fund classification is to be used to account, on a project basis, for funds granted for 
programs benefiting children of migrant agriculture or agriculture-related workers and 
children of migrant fishermen. This grant is funded by P.L. 107-110. (84.011) (U.S. 
Department of Education)  
 

R 213 ESEA, Title I, Part B - Even Start Family Literacy  

This fund classification is to be used to account, on a project basis, for funds granted for 
programs to help parents become full partners in their children’s education, help children 
reach their full potential as learners, and provide literacy training for their parents by 
integrating adult education and early childhood education into a unified family-centered 
program. This grant is funded by P.L. 107-110, Title I, Part B, Subpart 3, William F. 
Goodling Even Start Family Literacy Program. (84.213) (U.S. Department of Education)  

214 -217 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  

R 218 ESEA Title V, Part D, Subpart 6 - Jacob K. Javits Gifted and Talented Students 
Education Act  
 
This fund classification is to be used to account, on a project basis, for funds granted to carry 
out programs designed to meet the educational needs of gifted and talented students, 
including the training of personnel in the education of gifted and talented students and in the 
use of gifted and talented services, materials, and methods for all students. (P.L. 107-110, 
Title V, Part D, Subpart 6) (U.S. Department of Education)  
 
219 Reserved for Future State Definition  

This fund classification is reserved for future state designation and is not to be used by the 
school district.  
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R 220 Adult Education (ABE) - Federal  

This fund classification is to be used to account, on a project basis, for funds granted to 
provide or support programs for adult education and literacy services to adults who are 
beyond compulsory school age attendance, and do not have a high school diploma, or lack 
sufficient mastery of basic educational skills to function effectively in society, or are unable 
to speak, read or write the English language; and are not enrolled in school. Educational 
services include basic educational skills (reading, writing, speaking and mathematics), 
English as a Second Language instruction, and secondary level competencies for acquisition 
of a high school diploma or equivalent. This includes sections 322, 326, and 353 under P.L. 
91.230 as amended by PL 102.73, The National Literacy Act. If a school district has more 
than one section, separate accountability must be maintained. This may be accomplished by 
using one of the locally defined segments of the code structure. (84.002) (U.S. Department of 
Education) 

221 Reserved for Future State Definition  
This fund classification is reserved for future state designation and is not to be used by the 
school district. 

R 222 National and Community Service Trust Act - Learn and Serve America  
This fund classification is to be used to account, on a project basis, for funds allocated for 
enabling students to apply classroom learning to real life experiences. This grant is funded by 
P.L. 103-82. (94.004) (Corporation for National and Community Services)  

R 223 Temporary Assistance for Needy Families (TANF)  
This fund classification is to be used to account, on a project basis, for funds granted to 
provide education services to undereducated adult recipients of cash assistance under 
Temporary Assistance for Needy Families (TANF). Recipients of benefits are required to 
participate in adult basic education or job training programs as a condition of eligibility. 
Educational services include basic educational skills (reading, writing, speaking, and 
mathematics), English as a Second Language instruction and secondary level competencies 
for acquisition of a high school diploma or its equivalent. This grant is funded by P.L. 104-
193. (93.558) (U.S. Department of Health and Human Services)  
 

R 224 IDEA - Part B, Formula  
This fund classification is to be used to account, on a project basis, for funds granted to 
operate educational programs for children with disabilities. This fund classification 
includes capacity building and improvement (sliver) subgrants. (84.027) (U.S. 
Department of Education)  
 
R 225 IDEA - Part B, Preschool  
This fund classification is to be used to account, on a project basis, for funds granted for 
preschool children with disabilities. This grant is funded by PL 105-17. (84.173) (U.S. 
Department of Education)  
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R 226 IDEA - Part B, Discretionary  
This fund classification is to be used to account, on a project basis, for funds used to support 
an Education Service Center (ESC) special education component and also: 

• Targeted support to LEAs  
• Regional Day School Programs for the Deaf  
• Private residential placements  
• Priority projects  
• Other emerging needs  

(84.027) (U.S. Department of Education) 
 

R 227 IDEA - Part B, Deaf  
This fund classification is to be used to account, on a project basis, for funds granted to 
operate educational programs for children with disabilities. This fund classification includes 
capacity building and improvement (sliver) deaf subgrants. (84.027) (U.S. Department of 
Education)  
 
R 228 IDEA - Part B, Preschool Deaf  
This fund classification is to be used to account, on a project basis, for funds granted for 
preschool children with disabilities by P.L. 105-17. (84.173) (U.S. Department of Education) 
 

R 229 IDEA - Part D, Deaf-Blind  
This fund classification is to be used to account, on a project basis, for federal grant funds for 
the Texas Deaf-Blind Project for Children Who Are Deaf-Blind. (CFDA#84-326-C). 
(84.025) (U.S. Department of Education)  
 
R 230 IDEA - Part D, Personnel Training  
This fund classification is to be used to account, on a project basis, for funds granted for 
programs related to the training and preparation of school personnel who provide educational 
services to students with disabilities. (84.029) (U.S. Department of Education) 
 
231 - 235 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  

R 236 Substance Abuse Prevention and Treatment Block Grant - Intervention  
This fund classification is to be used to account, on a project basis, for funds granted through 
the Texas Department of State Health Services for intervention services for youth up to age 
18. Texas Commission on Alcohol and Drug Abuse became a part of this agency on 
September 1, 2004. (TCADA code YIN) (93.959) (U.S. Department of Health and Human 
Services)  
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R 237 ESEA Title IV - Safe and Drug-Free Schools and Communities Act  
This fund classification is to be used to account, on a project basis, for funds granted through 
the Office of the Governor, Criminal Justice Division, for prevention/intervention services 
for youth (up to age 18), including DARE. This grant is funded by P.L. 103-382. (CJD code 
ED) (84.186A) (U.S. Department of Education) 
 

R 238 Substance Abuse Prevention and Treatment Block Grant - Females  
This fund classification is to be used to account, on a project basis, for funds granted through 
the Texas Department of State Health Services for intervention services for females under the 
age of 18. Texas Commission on Alcohol and Drug Abuse became a part of this agency on 
September 1, 2004. (TCADA code YPF) (93.959) (U. S. Department of Health and Human 
Services)  
 
R 239 Substance Abuse Prevention and Treatment Block Grant - Prevention  

This fund classification is to be used to account, on a project basis, for funds granted 
through the Texas Department of State Health Services for prevention services for youth. 
Texas Commission on Alcohol and Drug Abuse became a part of this agency on 
September 1, 2004. (TCADA code YPP) (93.959) (U.S. Department of Health and 
Human Services)  
 
R 240 National School Breakfast and Lunch Program  
This fund classification is to be used for programs using federal reimbursement revenues 
originating from the United States Department of Agriculture (USDA). The Food Service 
Fund is considered a Special Revenue Fund if it meets the following criteria:  

 
• User fees are charged to supplement the National School Lunch Program (NSLP) 
reimbursement -- i.e., students are charged for meals.  

• The General Fund subsidizes the Food Service Fund for all amounts required in 
excess of the NSLP reimbursements and user fees.  

 
• The school district does not intend for the Food Service Fund to be self-sustaining.  

This fund may have a fund balance not to exceed three months of food service operations, 
and such balances are to be used exclusively for allowable child nutrition program purposes. 
(10.553, breakfast; 10.555, lunch)  
 

R 241 Education Service Center Child Nutrition  
This fund classification is also to be used to account, on a project basis, for funds to operate a 
regional program of administrative support for the child nutrition program by the education 
service centers.  
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R 242 Summer Feeding Program, Texas Department of Agriculture (TDA)  
This fund classification is to be used to account, on a project basis, for funds received from 
the Texas Department of Agriculture that are awarded for meals provided to the community 
based on the average number of daily participants. This fund should be used regardless of 
whether a school district’s National School Breakfast and Lunch Program is accounted for in 
the General Fund (101), a Special Revenue Fund (240) or an Enterprise Fund (701). (10.559)  
 
R 243 Career and Technical - Technical Preparation  
This fund classification is to be used to account, on a project basis, for funds granted to 

provide a combined secondary and postsecondary program (grade 9 through high school 
and two years of postsecondary) of technical skills in the areas of:  

• Engineering  
• Science  
• Mechanical, industrial or practical arts or trades  
• Agriculture  
• Health  
• Business  

 
(84.243A) (U.S. Department of Education)  
 
R 244 Career and Technical - Basic Grant  
This fund classification is to be used to account, on a project basis, for funds granted to 
provide Career and Technical education to develop new and/or improve Career and Technical 
education programs for paid and unpaid employment. Full participation in the basic grant is 
from individuals who are members of special populations, at 1) a limited number of 
campuses (sites) or 2) a limited number of program areas. (84.048) (U.S. Department of 
Education)  

R 245 Career and Technical - Single Parent  
This fund classification is to be used to account, on a project basis, for funds granted to 
provide marketable skills through programs, services and activities (including dependent care 
and transportation) for individuals who are single parents, displaced homemakers or single 
pregnant women. (84.048A) (U.S. Department of Education)  

R 246 Career and Technical - Sex Equity  
This fund classification is to be used to account, on a project basis, for funds granted to use 
for programs, services (including preparatory services and support services, comprehensive 
career guidance and counseling) and activities to eliminate sex bias and stereotyping in 
Career and Technical education. (84.048A) (U.S. Department of Education)  
 
R 247 Career and Technical - Curriculum Development  
This fund classification is to be used to account, on a project basis, for funds granted to 
develop, disseminate and field test curriculum. This especially includes curriculum that 
integrates vocational and academic methodologies and provides a coherent sequence of 
courses through which academic and occupational skills may be measured. (84.048A) (U.S. 
Department of Education)  

54



R 248 Career and Technical - Professional Development  
This fund classification is to be used to account, on a project basis, for funds used for Career 
and Technical education teachers and academic teachers who are working with Career and 
Technical education students. The personnel included are corrections educators and 
counselors, and educators and counselors in community-based organizations. Services 
include in-service and pre-service training of teachers in state-of-the-art programs and 
techniques, such as integration of vocational and academic curriculum, with particular 
emphasis on training of minority teachers. (84.048A) (U.S. Department of Education)  
 
R 249 Career and Technical - Community Based Organization  
This fund classification is to be used to account, on a project basis, for funds granted for joint 
projects of eligible recipients and community-based organizations that provide special Career 
and Technical education services and activities. (84.174A) (U.S. Department of Education)  

R 250 Career and Technical - Apprenticeship  
This fund classification is to be used to account, on a project basis, for funds granted for 
work-site programs such as:  

• Cooperative training  

• Internships  

• Joint programs 
 

• Services and activities with community-based organizations, work study and 
apprenticeship programs  

 
(84.048A) (U.S. Department of Education)  

 
R 251 Career and Technical - Quality Work Force  
This fund classification is to be used to account, on a project basis, for funds granted for the 
operation of a Quality Work Force Planning Committee (partnership between educators and 
employers). (84.048A) (U.S. Department of Education)  
 
R 252 Career and Technical - Other Program Improvement  
This fund classification is to be used to account, on a project basis, for funds granted for 
Career and Technical used for other program improvement activities such as assessment and 
promotion of partnerships among:  
 

• Business  

• Education  
 

• Industry  

• Labor  
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• Community-based organizations 
 

• Governmental agencies 

• Supplemental Federal Grant to States for Facilities, Equipment and Other Program 
Improvements (Title III, Part F)  

(84.253A) (U.S. Department of Education) 
 

R 253 IDEA, Part C, Early Intervention (Deaf)  
This fund classification is to be used to account on a project basis, for funds granted to assist 
local Regional Day School for the Deaf programs and the Texas School for the Deaf in 
providing direct services to hearing impaired infants to toddlers, ages birth through two years 
of age. The program provides supplemental and appropriate services to eligible students that 
are provided by a certified and trained teacher. This grant is funded by P.L. 101-119. 
(84.181A) (U.S. Department of Education)  
 

254 Reserved for Future State Definition  
This fund classification is reserved for future state designation and is not to be used by the 
school district. 
 
R 255 ESEA, Title II, Part A - Teacher and Principal Training and Recruiting  
This fund classification is to be used to provide financial assistance to LEAs to (1) Increase 
student academic achievement through improving teacher and principal quality and 
increasing the number of highly qualified teachers in classrooms and highly qualified 
principals and assistant principals in schools, and (2) hold local education agencies and 
schools accountable for improving student academic achievement. (P.L. 107-110) (84.367A) 
(U.S. Department of Education)  

R 256 ESEA, Title I, Part F - Comprehensive School Reform  
This fund classification is to be used to account on a project basis, for funds granted to 
develop comprehensive school reforms, based on reliable research and effective practices and 
including an emphasis on basic academics and parental involvement. This program is 
authorized under P.L. 107-110 (84.010B) (U.S. Department of Education)  

257 Reserved for Future State Definition  
This fund classification is reserved for future state designation and is not to be used by the 
school district.  

R 258 Public Charter Schools  
This fund classification is to be used to account on a project basis, for funds granted to public 
charter schools for planning, program design, implementation, assisting other schools and/or 
to disseminate information about the charter school. This program is authorized under P.L. 
107-110, Title V, Part B, Subpart 1. (84.282) (U.S. Department of Education)  
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R 259 Matching Funds for Library Purchases  
This fund classification is to be used to account, on a project basis, for federal matching 
funds received by the district for expenditures for books and other school library materials 
that are catalogued and circulated from a central source in each school building. The Texas 
Education Agency provides a 30% match for each dollar expended, not to exceed one dollar 
expended per student enrolled, in each year of the biennium, to be used for the purchase of 
library books and other library materials. (84.999) State Consolidated Administrative Funds  
 
Note: this program may be funded from one of three different funding sources and thus coded 
to one of three different funding codes. Refer to the Notice of Grant Award for the FAR fund 
code to be used.  

260 Reserved for Future State Definition  
This fund classification is reserved for future state designation and is not to be used by the 
school district.  
 
R 261 Reading First  
This fund classification is to be used to account, on a project basis, for funds granted to 
establish reading programs for students in kindergarten through grade 3 that are based on 
scientifically based reading research, to ensure that every student can read at grade level or 
above not later than the end of grade 3 (P. L. 107-110, Title I, Part B, Subpart 1) (84.357) 
(U.S. Department of Education). 
 
R 262 Title II, Part D, Subpart 1 - Enhancing Education through Technology  
This fund classification is to be used to account, on a project basis, for funds granted for the 
implementation and support of a comprehensive system that effectively uses technology in 
elementary and secondary schools to improve student academic achievement (P. L. 107-110, 
Title II, Part D, Subpart 1) (84.318) (U.S. Department of Education).  

R 263 Title III, Part A - English Language Acquisition and Language Enhancement 
This fund classification is to be used to account, on a project basis, for funds granted to 
improve the education of limited English proficient children, by assisting the children to learn 
English and meet challenging State academic content and student academic achievement 
standards (P. L. 107-110, Title III, Part A, Subpart 1) (84.365A) (U.S. Department of 
Education).  

R 264 Community Service Grant Program  
This fund classification is to be used to account, on a project basis, for funds granted to carry 
out programs under which students expelled or suspended from school are required to 
perform community service (P. L. 107-110, Title IV, Part A, Subpart 2) (84.184c) ( U.S. 
Department of Education).  

R 265 Title IV, Part B - 21st Century Community Learning Centers  
This fund classification is to be used to account, on a project basis, for funds granted to 
provide opportunities for communities to establish or expand activities in community 
learning centers that provide opportunities for academic enrichment and additional services 
to students and literary and related educational development for families of students (P. L. 
107-110, Title IV, Part B) (84.287) (U.S. Department of Education).  
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266 Reserved for future state use  
This classification is reserved for future state designation and is not to be used by the school 
district. 
 

R 267 Improving Academic Achievement (Grants for State Assessments and Related 
Activities)  
This fund classification is to be used to account, on a project basis, for funds granted to 
increase educational achievement through the development and administration of state 
assessments and standards and through professional development aligned with student 
standards and assessments (P. L. 107-110, Title VI, Part A, Subpart 1, Section 6111) (84.369) 
(U.S. Department of Education).  

R 268 Improving Academic Achievement (Grants for Enhanced Assessment 
Instruments)  
This fund classification is to be used to account, on a project basis, for funds granted to 
increase educational achievement through the development and administration of state 
assessments and standards and through professional development aligned with student 
standards and assessments (P. L. 107-110, Title VI, Part A, Subpart 1, Section 6112) (84.368) 
(U.S. Department of Education).  

R 269 Title V, Part A - Innovative Programs  
This fund classification is to be used to account, on a project basis, for funds granted to 
implement or expand innovative assistance programs to improve student, teacher, and school 
performance through a variety of local reform and improvement activities. This program is 
authorized under P.L. 107-110 (84.298) (U.S. Department of Education).  

Any funds from Title VI, Innovative Education Program Strategies (fund code 235) will roll 
forward into this code.  

Some of the matching funds for library materials are funded from Title V, Part A and would 
use fund code 269. Refer to the Notice of Grant award for the FAR code to be used. A local 
option code must be assigned to account for the matching library funds separately from the 
Title V, Part A formula funds. 
 

R 270 ESEA, Title VI, Part B – Rural and Low-Income School Program 
This fund classification is to be used to account, on a project basis, for funds allocated to 
local educational agencies to enable them to address the unique needs of rural school 
districts. This program is authorized under P.L. 107-110 (84.358B) (U.S. Department of 
Education).  
 
R 271 Workforce Investment Act Youth Activities (Effective September 1, 2005)  
This fund classification is to be used to account, on a project basis, for funds allocated to 
local educational agencies to help low income youth between the ages of 14 and 21 acquire 
the educational and occupational skills, training and support needed to achieve academic and 
employment success and successfully transition to careers and productive adulthood. This 
program is authorized under P.L.105-220 (17.259) (Department of Labor)  
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R 272 Medicaid Administrative Claiming Program – MAC (Effective September 1, 
2005)  
This fund classification is to be used to account, on a project basis, for funds allocated to 
local education agencies for reimbursement of eligible administrative costs for activities 
attributed to the implementation of the Medicaid state plan. Expenditures attributed to the 
required matching amount are recorded in the General Fund and are to be accounted for with 
use of a local option account code, as needed, for local monitoring of compliance with 
federal matching requirements. (93.778)  

R 273 Mathematics and Science Partnerships (Effective fiscal year 2008/09)  
This fund classification is to be used to account, on a project basis, for funds granted to 
eligible partnerships to improve the academic achievement of students in mathematics and 
science by providing professional development to improve teaching and by recruiting math, 
engineering, and science majors to teaching. This grant is authorized under Title II, Part B of 
the No Child Left Behind Act, P. L. 107-110. (84.336B) (U.S. Department of Education)  
R 274 GEAR UP (Effective fiscal year 2008/09) 
 

R 274 GEAR UP (Effective fiscal year 2008/09) 
This fund classification is to be used to account, on a project basis, for funds granted to 
provide services and support to low-income minority school districts to ensure that students 
are academically prepared for higher education, graduate from high school, and have access 
to higher education opportunities. (84.334S) (U.S. Department of Education) 
  

R 275 School Dropout Prevention (Effective fiscal year 2008/09)  
This fund classification is to be used to account, on a project basis, for funds granted to 
provide for school dropout prevention and reentry programs and to raise academic 
achievement levels to ensure that all children attain their highest academic potential and have 
substantial and ongoing opportunities through school wide programs proven effective in 
school dropout prevention and reentry. This grant is authorized under Title I Part H of the No 
Child Left Behind Act, P. L. 107-110. (84.360A) (U.S. Department of Education)  
 
R 276 Title I SIP Academy Grant (Effective fiscal year 2008/09)  
Section 1003(g) of Title I of the NCLB Act authorizes funds to help TEA and LEAs address 
the needs of campuses in improvement, corrective action, and restructuring in order to 
improve student achievement. In conjunction with the Title I School Improvement Program 
funds under section 1003(a), SIP Academy grants are to be used to leverage change and 
improve technical assistance under sections 1116 and 1117 of Title I, Part A through TEA’s 
and LEAs’ targeting activities towards measurable outcomes as required by USDE. Expected 
results from the use of these grants include improving student proficiency, increasing the 
number of campuses that make adequate yearly progress, and using data to inform decisions 
and create a system of continuous feedback and improvement. The School Improvement 
Fund, appropriated by Congress for the first time for 2007-08, is authorized under Title I 
Section 1003(g) of the No Child Left Behind Act, P. L. 107-110. (84.377A) (U.S. 
Department of Education) This grant has been named the “SIP Academy” grant in Texas by 
the state Title I Committee of Practitioners.  
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277-279 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district. 
 
280-288 Federally Funded Special Revenue Funds - Locally Defined (Convert to Fund 
289 for PEIMS)  
These fund classifications are used, at the option of the school district, to classify federally 
funded special revenue funds not defined elsewhere. For PEIMS reporting, these accounts are 
converted to Fund 289.  
 
R 289 Federally Funded Special Revenue Funds  
This fund classification is to be used to account, on a project basis, for federally funded 
special revenue funds that have not been specified above. Any locally defined codes that are 
used at the local option are to be converted to Fund 289 for PEIMS reporting.  
 
290 FEDERALLY FUNDED SHARED SERVICES ARRANGEMENTS  
The special revenue funds listed below (Fund Codes 291 through 379) are used to account for 
federal funds held by a fiscal agent school district or education service center that either (1) 
provides and pays for all services to member districts; (2) provides and pays for some 
services to member districts and sends a portion of the grant to each member district to 
expend; or, (3) sends all of the grant to member districts to expend.  
Amounts sent by the fiscal agent to shared services arrangement member school districts are 
reported by those school districts as revenues and expenditures of the Special Revenue Fund 
in the appropriate fund (Fund Codes 201 through 289). Federally-funded shared services 
arrangements are accounted for in the same manner as grants in the Special Revenue Fund. 
At the end of each fiscal year, the fiscal agent is responsible for submitting financial data, by 
member district, through the Public Education Information Management System (PEIMS) in 
a special record for shared services arrangements.  
 
291 Reserved for Future State Definition  
This fund classification is reserved for future state designation and is not to be used by the 
school district.  
 
R 292 Shared Services Arrangements - Child Care Development Block Grant 
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted under Title XX of the Social Security Act. 
(93.575) (U.S. Department of Health and Human Services)  

R 293 Shared Services Arrangements - ESEA, Title IV, Part A - Safe and Drug-Free 
Schools and Communities Act  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted as a result of the Improving Americas School 
Act of 1994. These funds are to be used to develop age-appropriate comprehensive violence 
and drug/alcohol education prevention programs. This program is authorized under P.L. 107-
110. (84.186A) (U.S. Department of Education)  
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R 294 Shared Services Arrangements - Head Start  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted for the Head Start Program by the US 
Department of Health and Human Services. (93.600)  
 
R 295 Shared Services Arrangements - ESEA Title III, Part C - Education for the 
Homeless Children and Youth  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted for a variety of staff development and 
supplemental services, including in-service training, counseling, psychological services and 
tutoring. This grant is funded by P.L. 107-110, McKinney-Vento Homeless Education 
Assistance Improvement of 2001 as amended by NCLB Act of 2001, Title X, Part C. 
(84.196) (U.S. Department of Education)  

296 Reserved for Future State Definition  
This fund classification is reserved for future state designation and is not to be used by the 
school district. 
 
 
R 297 Shared Services Arrangements - Human Immunodeficiency Virus (HIV) 
Education  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted for programs for educator training in human 
immunodeficiency virus (HIV) education for school-aged populations. Education Service 
Centers receive support to provide technical assistance, workshops and materials, and 
collection of data on HIV educational programs and practices. (93.938) (U.S. Department of 
Health and Human Services)  
 
R 298 Shared Services Arrangements - Energy Conservation for Institutional Buildings 
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted for energy conservation by the US Department 
of Energy. (81.052)  
 
299 Reserved for Future State Definition  
This fund classification is reserved for future state designation and is not to be used by the 
school district.  

R 300 Shared Services Arrangements - ESEA, Title I, Part A - Improving Basic 
Programs  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds allocated to local educational agencies to enable schools 
to provide opportunities for children served to acquire the knowledge and skills contained in 
the challenging State content standards and to meet the challenging State performance 
standards developed for all children. This program is authorized under P.L. 107-110. 
(84.010A) (U.S. Department of Education)  
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Note: This fund code is also used for ESEA Title I Part D, Subpart 2 - LEA programs with 
locally operated correctional facilities.  
 
R 301 Shared Services Arrangements - ESEA Title I, Part C - Education of Migratory 
Children 
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted for programs benefiting children of migrant 
agriculture or agriculture-related workers and children of migrant fishermen. This grant is 
funded by P.L. 107-110. (84.011) (U.S. Department of Education)  
 

R 302 Shared Services Arrangements - ESEA Title I, Part B, Subpart 3 - Even Start 
Family Literacy  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted for programs to help parents become full 
partners in their children’s education, help children reach their full potential as learners, and 
provide literacy training for their parents by integrating adult education and early childhood 
education into a unified family-centered program.. This grant is funded by P.L. 107-110, 
Title I, Part B, Subpart 3, Goodling Even Start Family Literacy Program. (84.213) (U.S. 
Department of Education)  
 
303 - 306 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  
 
R 307 Shared Services Arrangements - ESEA Title V, Part D, Subpart 6 - Jacob K. 
Javits Gifted and Talented Students Education Act  
This fund classification is to be used to account, on a project basis, for funds granted to carry 
out programs designed to meet the educational needs of gifted and talented students, 
including the training of personnel in the education of gifted and talented students and in the 
use of gifted and talented services, materials, and methods for all students. (P.L. 107-110, 
Title V, Part D, Subpart 6) (84.206) (U.S. Department of Education)  

308 Reserved for Future State Definition  
This fund classification is reserved for future state designation and is not to be used by the 
school district.  
 
R 309 Shared Services Arrangements - Adult Basic Education (ABE) - Federal  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted to provide or support programs for adult 
education and literacy services to adults age 16 and above, who do not have a high school 
diploma and are not enrolled in school. Under Section 231 and Section 225 funds may be 
used for adult education and literacy services, including workplace literacy, family literacy, 
and English literacy programs. Under Section 223, funds may be used for professional 
development of the Workforce Investment Act of 1998. If a fiscal agent receives funding 
under more than one section, separate accountability must be maintained. This may be 
accomplished by using one of the locally defined segments of the code structure. (84.002) 
(U.S. Department of Education)  
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310 Reserved for Future State Definition  
This fund classification is reserved for future state designation and is not to be used by the 
school district.  

R 311 Shared Services Arrangements - National and Community Service Trust Act - 
Learn and Serve America  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis for funds allocated for enabling students to apply classroom 
learning to real life experiences. This grant is funded by P.L. 103-82. (94.004) (Corporation 
for National and Community Services)  

R 312 Shared Services Arrangements -Temporary Assistance for Needy Families 
(TANF)  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted to provide education services to undereducated 
adult recipients of cash assistance under Temporary Assistance for Needy Families (TANF). 
Recipients of benefits are required to participate in adult basic education or job training 
programs as a condition of eligibility. Educational services include basic educational skills 
(reading, writing, speaking, and mathematics), English as a Second Language instruction and 
secondary level competencies for acquisition of a high school diploma or its equivalent. This 
grant is funded by P.L. 104-193. (93.558) (U.S. Department of Health and Human Services)  
 

R 313 Shared Services Arrangements - IDEA - Part B, Formula  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted to operate educational programs for children 
with disabilities. This fund classification includes capacity building and improvement (sliver) 
subgrants. (84.027) (U.S. Department of Education)  
 
R 314 Shared Services Arrangements - IDEA - Part B, Preschool  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted for preschool children with disabilities. Funded 
by PL 105-17. (84.173) (U.S. Department of Education)  
 
R 315 Shared Services Arrangements - IDEA - Part B, Discretionary  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds used to support an education service center basic special 
education component and also:  
 

• Targeted support to LEAs  
• Regional Day School Programs for the Deaf  
• Private residential placements  
• Priority projects  
• Other emerging needs  

(84.027) (U.S. Department of Education)  
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R 316 Shared Services Arrangements - IDEA - Part B, Deaf  
This fund classification is to be used by the fiscal agent of a shared services arrangement 
to account, on a project basis, for funds granted to operate educational programs for 
children with disabilities. This fund classification includes capacity building and 
improvement (sliver) deaf subgrants. (84.027) (U.S. Department of Education)  
 
R 317 Shared Services Arrangements IDEA - Part B, Preschool Deaf  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted for preschool children with disabilities by P.L. 
105-17. (84.173) (U.S. Department of Education)  
 
318 Reserved for Future State Definition  
This fund classification is reserved for future state designation and is not to be used by the 
school district.  
 
R 319 Shared Services Arrangements - IDEA - Part D, Personnel Training  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted for programs related to the training and 
preparation of school personnel who provide educational services to students with 
disabilities. (84.029) (U.S. Department of Education)  
 
320 - 324 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  

R 325 Shared Services Arrangements - Substance Abuse Prevention and Treatment 
Block Grant - Intervention  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted through the Texas Commission on Alcohol and 
Drug Abuse for intervention services for youth up to age 18. (TCADA code YIN) (93.959) 
(U.S. Department of Health and Human Services)  
 
R 326 Shared Services Arrangements - ESEA Title IV, Part A - Safe and Drug-Free 
Schools and Communities Act  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted through the Office of the Governor, Criminal 
Justice Division, for prevention/intervention services for youth (up to age 18), including 
DARE. This grant is funded by P.L. 103-382. (CJD code ED) (84.186A) (U.S. Department of 
Education)  
 
R 327 Shared Services Arrangements - Substance Abuse Prevention and Treatment 
Block Grant - Females  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted through the Texas Commission on Alcohol and 
Drug Abuse for intervention services for females under the age of 18. (TCADA code YPF) 
(93.959) (U.S. Department of Health and Human Services)  
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R 328 Shared Services Arrangements - Substance Abuse Prevention and Treatment 
Block Grant - Prevention  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted through the Texas Commission on Alcohol and 
Drug Abuse for prevention services for youth. (TCADA code YPP) (93.959) (U.S. 
Department of Health and Human Services)  
 
R 329 Shared Services Arrangements - Summer Feeding Program, Texas Health and 
Human Services Commission (HHSC)  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds received from the Texas Department of Human Services 
that are awarded based on the average number of daily participants. (10.559)  
 
R 330 Shared Services Arrangements - Career and Technical - Technical Preparation  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted to provide a combined secondary and 
postsecondary program (grade 9 through high school and two years of postsecondary) of 
technical skills in the areas of:  

• Engineering  

• Science  

• Mechanical, industrial or practical arts or trades  

• Agriculture  

• Health  

• Business  

(84.243A) (U.S. Department of Education)  

R 331 Shared Services Arrangements - Career and Technical - Basic Grant  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted to provide Career and Technical education to 
develop new and/or improve Career and Technical education programs for paid and unpaid 
employment. Full participation in the basic grant is from individuals who are members of 
special populations, at 1) a limited number of campuses (sites) or 2) a limited number of 
program areas. (84.048) (U.S. Department of Education)  

R 332 Shared Services Arrangements - Career and Technical - Single Parent  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted to provide marketable skills through programs, 
services and activities (includes dependent care and transportation) for individuals who are 
single parents, displaced homemakers or single pregnant women. (84.048A) (U.S. 
Department of Education)  
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R 333 Shared Services Arrangements - Career and Technical - Sex Equity  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted for programs, services (including preparatory 
services and support services, comprehensive career guidance and counseling) and activities 
to eliminate sex bias and stereotyping in Career and Technical education. (84.048A) (U. S. 
Department of Education)  
 

R 334 Shared Services Arrangements - Career and Technical - Curriculum 
Development  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted to develop, disseminate and field test 
curriculum. This especially includes curriculum that integrates vocational and academic 
methodologies and provides a coherent sequence of courses through which academic and 
occupational skills may be measured. (84.048A) (U.S. Department of Education)  
 

R 335 Shared Services Arrangements - Career and Technical - Professional 
Development  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds used for Career and Technical education teachers and 
academic teachers working with Career and Technical education students. The personnel 
included are corrections educators and counselors, and educators and counselors in 
community-based organizations. Services include in-service and pre-service training of 
teachers in state-of-the-art programs and techniques, such as integration of vocational and 
academic curriculum, with particular emphasis on training minority teachers. (84.048A) 
(U.S. Department of Education)  
 
R 336 Shared Services Arrangements - Career and Technical - Community Based 
Organization  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted for joint projects of eligible recipients and 
community-based organizations that provide special Career and Technical education services 
and activities. (84.174A) (U.S. Department of Education)  
 
R 337 Shared Services Arrangements - Career and Technical - Apprenticeship  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted for work-site programs such as:  

• Cooperative training  

• Internships  

• Joint programs  
 

• Services and activities with community-based organizations, work study and 
apprenticeship programs (84.048A) (U.S. Department of Education)  

 
 

66



R 338 Shared Services Arrangements - Career and Technical - Quality Work Force  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted for the operation of a Quality Work Force 
Planning Committee (partnership between educators and employers). (84.048A) (U.S. 
Department of Education)  
 
R 339 Shared Services Arrangements - Career and Technical - Other Program 
Improvement  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted for Career and Technical used for other 
program improvement activities such as assessment and promotion of partnerships among:  
 

• Business  
• Education  
• Industry  
• Labor  
• Community-based organizations  
• Governmental agencies  
• Supplemental Federal Grant to States for Facilities, Equipment and Other Program 
Improvements (Title III, Part F) (84.253A) (U.S. Department of Education)  

 
R 340 Shared Services Arrangements - IDEA, Part C, Early Intervention (Deaf)  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted to assist local Regional Day School for the Deaf 
programs and the Texas School for the Deaf in providing direct services to hearing impaired 
infants to toddlers, ages birth through two years of age. The program provides supplemental 
and appropriate services to eligible students that are provided by a certified and trained 
teacher. This grant is funded by P.L. 101-119. (84.181A) (U.S. Department of Education)  

341 Reserved for Future State Definition  
This fund classification is reserved for future state designation and is not to be used by the 
school district.  
 
R 342 Shared Services Arrangements - Title II, Part A - Teacher and Principal 
Training and Recruiting  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
provide financial assistance to LEAs to (1) Increase student academic achievement through 
improving teacher and principal quality and increasing the number of highly qualified 
teachers in classrooms and highly qualified principals and assistant principals in schools, and 
(2) hold local education agencies and schools accountable for improving student academic 
achievement. (P.L. 107-110) (84.367A) (U.S. Department of Education)  
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R 343 Shared Services Arrangements - ESEA Title I, Part F - Comprehensive School 
Reform  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted to develop comprehensive school reforms, 
based on reliable research and effective practices and including an emphasis on basic 
academics and parental involvement. This program is authorized under P.L. 107-110 
(84.010B) (U.S. Department of Education)  
 
344 - 346 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  
 
R 347 Shared Services Arrangements - ESEA, Title VI, Part B, Subpart 2 – Rural and 
Low-Income School Program  
This fund classification is to be used to account, on a project basis, for funds allocated to 
local educational agencies to enable them to address the unique needs of rural school 
districts. This program is authorized under P.L. 107-110 (84.358B) (U.S. Department of 
Education).  

R 348 Shared Services Arrangements - Reading First  
This fund classification is to be used to account, on a project basis, for funds granted to 
establish reading programs for students in kindergarten through grade 3 that are based on 
scientifically based reading research, to ensure that every student can read at grade level or 
above not later than the end of grade 3 (P. L. 107-110, Title I, Part B, Subpart 1) (84.357) 
(U.S. Department of Education).  

R 349 Shared Services Arrangements – Title II, Part D, Subpart 1 -Enhancing 
Education Through Technology  
This fund classification is to be used to account, on a project basis, for funds granted for the 
implementation and support of a comprehensive system that effectively uses technology in 
elementary and secondary schools to improve student academic achievement (P. L. 107-110, 
Title II, Part D, Subpart 1) (84.318A)(U.S. Department of Education).  

R 350 Shared Services Arrangements - Title III, Part A - English Language Acquisition 
and Language Enhancement  
This fund classification is to be used to account, on a project basis, for funds granted to 
improve the education of limited English proficient children, by assisting the children to learn 
English and meet challenging State academic content and student academic achievement 
standards (P. L. 107-110, Title III, Part A, Subpart 1) (84.365A) (U.S. Department of 
Education).  
 
R 351 Shared Services Arrangements - Community Service Grant Program  
This fund classification is to be used to account, on a project basis, for funds granted to carry 
out programs under which students expelled or suspended from school are required to 
perform community service (P. L. 107-110, Title IV, Part A, Subpart 2) (84.184c) (U. S. 
Department of Education).  
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R 352 Shared Services Arrangements - 21st Century Community Learning Centers  
This fund classification is to be used to account, on a project basis, for funds granted to 
provide opportunities for communities to establish or expand activities in community 
learning centers that provide opportunities for academic enrichment and additional services 
to students and literary and related educational development for families of students (P. L. 
107-110, Title IV, Part B) (84.287) (U.S. Department of Education).  
 
353 Reserved for Future State Definition  
This fund classification is reserved for future state designation and is not to be used by the 
school district.  

R 354 Shared Services Arrangements - Improving Academic Achievement (Grants for 
State Assessments and Related Activities)  
This fund classification is to be used to account, on a project basis, for funds granted to 
increase educational achievement through the development and administration of state 
assessments and standards and through professional development aligned with student 
standards and assessments (P. L. 107-110, Title VI, Part A, Subpart 1, Section 6111) (84.369) 
(U.S. Department of Education).  

R 355 Shared Services Arrangements - Improving Academic Achievement (Grants for 
Enhanced Assessment Instruments)  

This fund classification is to be used to account, on a project basis, for funds granted to 
increase educational achievement through the development and administration of state 
assessments and standards and through professional development aligned with student 
standards and assessments (P. L. 107-110, Title VI, Part A, Subpart 1, Section 6112) (84.368) 
(U.S. Department of Education).  

R 356 Shared Services Arrangements - Title V, Part A - Innovative Programs  
This fund classification is to be used to account, on a project basis, for funds granted to 
implement or expand innovative assistance programs to improve student, teacher, and school 
performance through a variety of local reform and improvement activities. This grant is 
funded by P.L. 107-110 (84.298) (U.S. Department of Education).  

Any funds from Title VI, Innovative Education Program Strategies (fund code 324) will roll 
forward into this code.  
 

R 357 Shared Services Arrangements - Mathematics and Science Partnerships 
(Effective fiscal year 2008/09)  

This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted to eligible partnerships to improve the academic 
achievement of students in mathematics and science by providing professional development 
to improve teaching and by recruiting math, engineering, and science majors to teaching. 
This grant is authorized under Title II, Part B of the No Child Left Behind Act, P. L. 107-
110. (84.336B) (U.S. Department of Education)  
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R 358 Shared Services Arrangements - Title I SIP Academy Grant (Effective fiscal year 
2008/09)  
Section 1003(g) of Title I of the NCLB Act authorizes funds to help TEA and LEAs address 
the needs of campuses in improvement, corrective action, and restructuring in order to 
improve student achievement. In conjunction with the Title I School Improvement Program 
funds under section 1003(a), SIP Academy grants are to be used to leverage change and 
improve technical assistance under sections 1116 and 1117 of Title I, Part A through TEA’s 
and LEAs’ targeting activities towards measurable outcomes as required by USDE. Expected 
results from the use of these grants include improving student proficiency, increasing the 
number of campuses that make adequate yearly progress, and using data to inform decisions 
and create a system of continuous feedback and improvement. The School Improvement 
Fund, appropriated by Congress for the first time for 2007-08, is authorized under Title I 
Section 1003(g) of the No Child Left Behind Act, P. L. 107-110. (84.377A) (U.S. 
Department of Education) This grant has been named the “SIP Academy” grant in Texas by 
the state Title I Committee of Practitioners.  
 
359-366 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  
 
367-378 Federally Funded Shared Services Arrangements - Locally Defined (Convert to 
Fund 379 for PEIMS)  
These fund classifications are used, at the option of the fiscal agent of a shared services 
arrangement to account, on a project basis, for federally funded shared services arrangements 
not specifically defined elsewhere. For PEIMS reporting, these accounts are converted to 
Fund 379.  
 
R 379 Federally Funded Shared Services Arrangements  
This fund classification is to be used to account for federally funded shared services 
arrangements not listed elsewhere. Any locally defined codes that are used at the local option 
are to be converted to Fund 379 for PEIMS reporting.  
 
380 SPECIAL REVENUE FUNDS (STATE PROGRAMS)  
State programs that are used by school districts and education service centers not acting as a 
fiscal agent for a shared services arrangement are designated by Fund Codes 381 through 
429. This includes any funds sent by the fiscal agent to the member school district for use by 
that school district.  

R 381 Adult Basic Education (ABE) - State  
This fund classification is to be used to account, on a project basis, for funds granted to 
provide or support programs for adult education and literacy services to adults 16 and above, 
who do not have a high school diploma and are out of school. Funds can be used for same 
purposes as federal adult education funds.  
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R 382 Temporary Assistance for Needy Families (TANF) - State §29.252  
This fund classification is to be used to account, on a project basis, for funds granted to 
provide education services to undereducated adult recipients of cash assistance under 
Temporary Assistance for Needy Families (TANF). Recipients of benefits are required to 
participate in adult basic education or job training programs as a condition of eligibility. 
Educational services include basic educational skills (reading, writing, speaking and 
mathematics), English as Second Language instruction and secondary level competencies for 
acquisition of a high school diploma or its equivalent. Funded under TEC §29.252.  

R 383 Professional Staff Development  
This fund classification is to be used to account, on a project basis, for funds used to provide 
preservice and staff development training in technology and innovative teaching practices for 
teachers and administrators. Public schools and ESCs may serve as fiscal agents for the 
establishment of a center for professional development (funded under TEC 21.047) under the 
direction of an institution of higher education or may receive funds directly to provide 
training and staff development in technology and innovative teaching practices.  
 
R 384 Texas After School Initiative  
This fund classification is to be used to account, on a project basis, for funds granted to 
implement quality after-school programs serving students of middle school age.  

R 385 State Supplemental Visually Impaired (SSVI)  
This fund classification is to be used to account for State Supplemental Visually Impaired 
funds. This fund is to be used by single school districts, on a project basis, to account for any 
of these funds received from the ESC or district fiscal agent of a shared services arrangement.  
 
R 386 Regional Day School for the Deaf  
This fund classification is to be used to account, on a project basis, for funds allocated for 
staff and activities of the Regional Day School Program for the Deaf (RDSPD). These funds 
are not to be used to pay salaries of teachers with a teaching assignment other than deaf 
students in the RDSPD. State deaf funds should not be used to pay the salary of teachers of 
American Sign Language as a foreign language at the junior high or high school level, as this 
is a course for regular education credit.  
 
R 387 Quality Work Force Planning - State  
This fund classification is to be used to account, on a project basis, for funds for the benefit 
of a quality work force planning committee.  
 
R 388 Innovative Education Grants  
This fund classification is to be used to account, on a project basis, for grants awarded to 
campuses for innovative programs. These grants are funded by the Public Education 
Development Fund.  
 
R 389 Master Mathematics Teacher  
This fund classification is to be used to account, on a project basis, for stipends to school 
districts with Master Mathematics teachers who are certified according to the provisions in 
TEC 21.0482.  
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R 390 Early Childhood Limited English Proficient (LEP) Summer Program  
This fund classification is to be used to account, on a project basis, for funds for summer 
school programs for LEP students only if a bilingual program is part of the standard 
curriculum. Monies may be used to fund both required summer school and voluntary summer 
school for LEP students. (TEC 29.058)  
 
R 391 Year Round Schools Incentive  
This fund classification is to be used to account, on a project basis, for noncompetitive 
awards for year round schools.  
 
R 392 Noneducational Community-Based Support  
This fund classification is to be used to account, on a project basis, for the provision of 
noneducational community-based support services to students with disabilities who would 
remain or have to be placed in residential facilities for educational reasons without the 
provision of these services. The support services may include transportation, respite for the 
parents, case management, social work, in-home family support and other items. (TEC 
29.013)  
 

R 393 Texas Successful Schools Program  
This fund classification is to be used to account, on a project basis, for grant monies applied 
for by school districts after being notified by TEA of their eligibility based on Academic 
Excellence Indicator System (AEIS) criteria. (TEC 39.091)  
 
R 394 Life Skills Program  

This fund classification is to be used to account, on a project basis, for funds granted to 
provide pregnant and parenting students the services needed to keep them in school until 
completion. (TEC 29.085) 
 
R 395 Comprehensive Developmental Guidance Program on Elementary Campuses for 
Students in At-Risk Situations Program  
This fund classification is to be used to account, on a project basis, for funds granted for the 
planning, implementation and evaluation of comprehensive, developmental guidance and 
counseling programs on elementary school campuses with high concentrations of students in 
at-risk situations. The objectives of this project are to:  

• Provide appropriate counseling and guidance for the changing social, emotional 
and academic needs of students  
• Provide direct services to students to help them manage academic and social needs 
• Support the efforts of teachers and parents in promoting the students’ self-esteem, 
academic readiness, social and interpersonal sensitivity and skills and awareness of 
academic and future career opportunities.  

(TEC 33.005)  
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R 396 Communities in Schools  
This fund classification is to be used to account, on a project basis, for funds granted for an 
in-school multi-disciplinary approach to decreasing the dropout rate in the school district by 
increasing each participant’s chance of being successful in school. 
 
R 397 Advanced Placement Incentives  
This fund classification is to be used to account, on a project basis, for funds awarded to 
school districts under the Texas Advanced Placement Award Incentive Program, Chapter 28, 
Subchapter C, TEC.  
 
R 398 Children’s Trust Fund of Texas  
This fund classification is to be used to account, on a project basis, for funds granted by the 
private agency, Children’s Trust Fund of Texas. This agency encourages community support 
and the use of volunteers within the program.  

R 399 Investment Capital Funds/Campus Deregulation and Restructuring to Improve 
Student Achievement  
This fund classification is to be used to account, on a project basis, for funds to help 
individual public school campuses implement practices and procedures consistent with 
school deregulation and school restructuring to improve student achievement and increase 
parental involvement in the schools through staff development and training under the 
Investment Capital Funds. (TEC 7.024)  
 
R 400 School Health (Education Service Centers Only)  
This fund classification is to be used to account, on a project basis, for funds to operate a 
program of comprehensive school health services to schools.  

R 401 State-Funded Optional Extended-Year Program  
This fund classification is to be used to account, on a project basis, for funds received for 
extended-year programs funded under §29.082 TEC.  
 
R 402 Texas Ready to Read Program  
This fund classification is to be used to account, on a project basis, for funds granted to 
provide preschool programs to provide scientific, research-based, pre-reading instruction, 
with the goal of improving pre-reading skills of three- and four-year old students.  
 
R 403 Certification (Education Service Centers Only)  
This fund classification is to be used to account, on a project basis, for funds to operate a 
program of regional certification of officers.  
 
R 404 Student Success Initiative  
This fund classification is to be used to account, on a project basis, for funds granted for 
teacher training and allocations to schools to implement scientific, research-based programs 
for students who have been identified as unlikely to achieve the third grade TAKS reading 
standard by the end of the third grade.  
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R 405 Gifted and Talented (Education Service Centers Only)  
This fund classification is to be used to account, on a project basis, for funds to operate a 
program of support for school district efforts in the area of gifted and talented education.  

R 406 Teacher Recruitment (Education Service Centers Only)  
This fund classification is to be used to account, on a project basis, for funds to operate a 
program of teacher recruitment.  

R 407 Bilingual Education (Education Service Centers Only)  
This fund classification is to be used to account, on a project basis, for funds to operate a 
program of support for school district efforts in the area of bilingual education/ESL.  

R 408 Technology (Education Service Centers Only)  
This fund classification is to be used to account, on a project basis, for funds to operate a 
program of support for school district efforts in the area of technology.  

R 409 High School Completion and Success/Texas High School Project  
This fund classification is to be used to account, on a project basis, for funds granted for to 
schools to implement programs to support the improvement of high school graduation rates 
and post-secondary readiness.  
 
R 410 State Textbook Fund  
This fund classification is to be used to account, on a project basis, for funds awarded to 
school districts under the textbook allotment (see 411 Technology Allotment). (TEC Chapter 
31, Subchapter B)  

R 411 Technology Allotment  
This fund classification is to be used to account, on a project basis, for funds awarded to 
school districts to purchase technological software or equipment that contributes to student 
learning, or to pay for training for educational personnel involved in the use of these 
materials. (TEC Chapter 32, Subchapter A)  

R 412 Public School Child Care Services  
This fund classification is to be used to account, on a project basis, for funds awarded to 
school districts for child care service for school-age children. (TEC 33.902)  

R 413 Telecommunication Infrastructure Fund  
This fund classification is to be used to account, on a project basis, for funds awarded by the 
Telecommunication Infrastructure Board.  

R 414 Texas Reading Initiative/Texas Reading, Math and Science Initiative  
This fund classification is to be used to account, on a project basis, for funds granted to 
improve student achievement in reading, math, and science through the provision of 
materials, professional development, student instructional programs, and other related 
activities.  
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R 415 Kindergarten and Prekindergarten Grants  
This fund classification is to be used to account, on a project basis, for funds granted to 
implement or expand kindergarten or Pre-K programs not required under TEC 29.153.  
 
R 416 State Head Start  
This fund classification is to be used to account, on a project basis, for funds granted to 
provide an educational component to federal Head Start programs or similar government-
funded early childhood care and education programs.  

R 417 Educational Technology (Ed Tech) Pilot  
This fund classification is to be used to account, on a project basis, for funds granted to 
design, implement and administer pilot programs that explore the impact of delivering 
curriculum content via various technologies. TEC 32.035  
 
R 418 Active Employee Health Insurance Coverage or Supplemental Compensation 
(Deleted Effective August 31, 2007)  
This fund classification must be used to account for revenues that are legally restricted to the 
TRS supplemental compensation under Article 3.50-8, Insurance Code, and the expenditure 
of the TRS supplemental compensation. The payment of the TRS supplemental compensation 
amount to an eligible employee is not reported by the district to the TRS in the covered 
aggregate annual compensation amount for the employee that is being reported for retirement 
benefit contribution purposes. If at the end of the fiscal year, funds received are less than the 
TRS supplemental compensation amount expended, then an entry will be recorded to “due 
from state.” If at the end of the fiscal year, funds received are more than the TRS 
supplemental compensation amount expended, then an entry will be recorded to “due to 
state.” The fund balance of this fund is zero at the end of the district’s fiscal year.  

The district is responsible for employer-paid payroll taxes that are attributed to the TRS 
supplemental compensation amount, including Medicare, Unemployment Compensation, and 
Workers Compensation, and in some instances, Social Security (in accordance with the 
district’s agreement with the federal government to participate as an entity in the Social 
Security program for all or certain classes of eligible employees). All employer-paid payroll 
taxes expended from this fund must be reimbursed from other funds, including the General 
Fund, other Special Revenue Funds (within the designated purpose projects’ budgetary 
authority and if payroll-related costs are included in allowable cost provisions) and other 
funds, as applicable. See Appendix 7 for accounting entries for reimbursing fund code 418 
under interfund transactions. As a second option for situations wherein accounting systems 
do not efficiently facilitate a direct charge to other funds for the employer-paid payroll taxes 
attributed to the TRS supplemental compensation, the district is to record an Operating 
Transfer Out (object code 8911) in the General Fund (or other appropriate fund) and record 
an Operating Transfer In (object code 7915) under fund code 418 for the full amount of 
employer-paid payroll taxes recorded as an expenditure in fund code 418.  
 

R 419 Head Start-Ready to Read/Early Childhood School Readiness  
This fund classification is to be used to account, on a project basis, for funds granted to 
preschool programs to provide scientific, research-based, pre-reading instruction for three-
and four-year old children.  
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420 Reserved for Future State Definition             
This classification is reserved for future state designation and is not to be used by the school 
district.  
 
R 421 Master Reading Teacher  
This fund classification is to be used to account, on a project basis, for stipends to school 
districts with Master Reading teachers who are certified according to the provisions in TEC 
21.0481.  
 
R 422 Matching Funds for Library Purchases  
This fund classification is to be used to account, on a project basis, for matching funds 
received by the district for expenditures for books and other school library materials that are 
catalogued and circulated from a central source in each school building. The Texas Education 
Agency provides a 30% match for each dollar expended, not to exceed one dollar expended 
per student enrolled, in each year of the biennium, to be used for the purchase of library 
books and other library materials.  
 
R 423 Limited English Proficient (LEP) Student Success Initiative (Effective fiscal year 
2008/09)  
This fund classification is to be used to account, on a project basis, for funds granted to 
schools to provide intensive programs of instruction for limited English-proficient (LEP) 
students and teacher training resources specific to instruction of LEP students. [TEC 
39.024(d) and (e)]  
 
R 424 School Leadership Pilot Program (Effective fiscal year 2008/09)  
This fund classification is to be used to account, on a project basis, for funds granted to 
develop and implement a school leadership pilot program for principals. [TEC 11.203]  
 
R 425 Teacher Induction and Mentoring Program (Effective fiscal year 2008/09)  
This fund classification is to be used to account, on a project basis, for funds granted to 
schools that assign mentor teachers to classroom teachers who have less than two years of 
teaching experience. [TEC 21.458]  
 
R 426 Texas Educator Excellence Award Grant Program (Effective fiscal year 2008/09) 
This fund classification is to be used to account, on a project basis, for funds granted to 
schools which have an approved campus incentive plan to award teachers and other school 
staff for improving student achievement. [TEC Chapter 21, Subchapter N, Awards for 
Student Achievement]  
 
427 State Funded Special Revenue Funds - Locally Defined (Convert to Fund 429 for 
PEIMS)  
This fund classification is to be used to account, on a project basis, for funds that are received 
from the state that are not listed elsewhere. For PEIMS reporting, this fund converts to Fund 
429.  
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R 428 High School Allotment (Effective fiscal year 2007/08 for actual; 2006/07 for 
budget)  
This fund classification is to be used to account for the $275 per high school student to 
prepare students to go on to higher education, encourage students to take advanced academic 
course work, increase the rigor of academic course work, align secondary and postsecondary 
curriculum and support promising high school completion and success initiatives in grades 6 
though 12.  
 
This amount is not paid separately, but is combined with other Foundation School Program 
funds. The breakdown of the amount is provided on the Summary of Finance for journal 
entry purposes.  
 
See the High School Allotment section of the HB1 implementation page for general 
information and a link to TAC 61 for rules on high school allotment.  

R 429 State Funded Special Revenue Funds  
State funded special revenue funds not listed above are to be accounted for in this fund. Any 
locally defined codes that are used at the local option are to be converted to fund 429 for 
PEIMS reporting.  

430 SHARED SERVICES ARRANGEMENTS - STATE/LOCAL FUNDED  
The special revenue funds listed below (Fund Codes 431 through 459) are used to account for 
state/local funds held by a fiscal agent school district or regional education service center that 
either (1) provides and pays for all services to member districts; (2) provides and pays for 
some services to member districts and sends a portion of the grant to each member district to 
expend; (3) receives funds from member districts to expend on shared personnel, etc.; or, (4) 
sends all of the grant to member districts to expend.  

Amounts sent by the fiscal agent to shared services arrangement member school districts are 
reported by those school districts as revenues and expenditures of the Special Revenue Fund 
in the appropriate fund (Fund Codes 381 through 429). Federally funded shared services 
arrangements are accounted for in the same manner as grants in the Special Revenue Fund. 
At the end of each fiscal year, the fiscal agent is responsible for submitting financial data, by 
member district, through the Public Education Information Management System (PEIMS) in 
a special record for shared services arrangements.  
 

R 431 Shared Services Arrangements - Adult Education - State / Educational 
Technology (Ed Tech) Pilot  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted to provide or support programs for adult 
education and literacy services to adults age 16 and above who do not have a high school 
diploma and are out of school. Funds can be used for same purposes as federal adult 
education funds.  
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R 432 Shared Services Arrangements - Temporary Assistance for Needy Families 
(TANF) - State, TEC §29.252  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted to provide education services to undereducated 
adult recipients of cash assistance under Temporary Assistance for Needy Families (TANF). 
Recipients of benefits are required to participate in adult basic education or job training 
programs as a condition of eligibility. Educational services include basic educational skills 
(reading, writing, speaking and mathematics), English as a Second Language instruction and 
secondary level competencies for acquisition of a high school diploma or its equivalent. 
Funded under TEC §29.252.  
 
R 433 Shared Services Arrangements - Professional Staff Development  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds used to provide preservice and staff development 
training in technology and innovative teaching practices for teachers and administrators. 
Public schools and ESCs may serve as fiscal agents for the establishment of a center for 
professional development (funded under TEC 21.047) under the direction of an institution of 
higher education or may receive funds directly to provide training and staff development in 
technology and innovative teaching practices.  
 
R 434 Shared Services Arrangements - State Supplemental Visually Impaired (SSVI) 
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for State Supplemental Visually Impaired (SSVI) funds.  

R 435 Shared Services Arrangements - Regional Day School for the Deaf  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis for funds allocated for staff and activities of the Regional Day 
School Program for the Deaf (RDSPD). These funds are not to be used to pay salaries of 
teachers with a teaching assignment other than deaf students in the RDSPD. State deaf funds 
should not be used to pay the salary of teachers of American Sign Language as a foreign 
language at the junior high or high school level, as this is a course for regular education 
credit.  

R 436 Shared Services Arrangements - Quality Work Force Planning - State  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds for the benefit of a quality work force planning 
committee.  

R 437 Shared Services Arrangements - Special Education  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds for special education, other than regional day school for 
the deaf and State Supplemental Visually Impaired (SSVI).  
 

R 438 Shared Services Arrangements - Public School Child Care Services  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis for funds awarded to school districts for child care service for 
school-age children. (TEC 33.902)  
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R 439 Shared Services Arrangements - Texas Reading Initiative/Texas Reading, Math 
and Science Initiative  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds awarded to school districts for the implementation of 
scientific research-based programs, including the purchase of instructional or diagnostic 
reading materials, instructional staff, and professional staff development of educators.  

R 440 Shared Services Arrangements - Telecommunication Infrastructure Fund  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds awarded by the Telecommunication Infrastructure 
Board.  
 
R 441 Shared Services Arrangements – Head Start-Ready to Read/Early Childhood 
School Readiness  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted to preschool programs to provide scientific, 
research-based, pre-reading instruction for three-and four-year old children.  
 
R 442 Shared Services Arrangements – Limited English Proficient (LEP) Student 
Success Initiative  
This fund classification is to be used by the fiscal agent of a shared services arrangement to 
account, on a project basis, for funds granted to schools to provide intensive programs of 
instruction for limited English-proficient (LEP) students and teacher training resources 
specific to instruction of LEP students. [TEC 39.024(d) and (e)]  
 
443-445 Reserved For Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  
 
446-458 State/Local Funded Shared Services Arrangements - Locally Defined (Convert 
to Fund 459 for PEIMS)  
These fund classifications are used, at the option of the school district, for state/local funded 
shared services arrangements not specifically defined elsewhere. For PEIMS reporting, these 
funds are to be converted to Fund 459.  

R 459 Shared Services Arrangements - State/Local Funded Educational Programs 
(includes local/state supplement to federal)  

State/local funded shared services arrangements not listed above are to be shown in this fund. 
Any locally defined codes that are used at the local option are to be converted to fund 459 for 
PEIMS reporting.  

460 SPECIAL REVENUE FUNDS (LOCAL PROGRAMS)  
Fund Codes 461 through 499 are to be used to account for local programs such as campus 
activity funds or grants from local businesses or organizations that require that the funds be 
expended for a specific purpose.  
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R 461 Campus Activity Funds (see Fund 865 for Student Activity Funds)  
This fund classification is to be used to account for transactions related to a principal’s 
activity fund if the monies generated are not subject to recall by the school district’s board of 
trustees into the General Fund. Gross revenues from sales are recorded in revenue object 
code 5755. The cost of goods sold is recorded in Function 36, using the appropriate 
expenditure object code.  
 
462-469 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  

470-471 Reserved for Future State Definition – Permanent Funds  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  

472-478 Permanent Funds - Locally Defined (Convert to Fund 499 for PEIMS)  
These fund classifications are used, at the option of the school district to classify permanent 
funds not defined elsewhere. For PEIMS reporting, these funds convert to Fund 479.  
 
R 479 Permanent Fund  
This fund classification is to be used to account for transactions related to resources that are 
legally restricted to the extent that only earnings, and not principal, may be used for purposes 
that support the reporting organization’s programs (Permanent funds do not include private-
purpose trust funds). This fund code (accounted for on a modified-accrual basis) is effective 
September 1, 2001, for certain transactions that were accounted for as nonexpendable trust 
funds on a full-accrual basis prior to implementation of GASB Statement 34 reporting 
standards, such as a legal trust benefiting the acquisition of library books from interest 
proceeds of an investment fund.  

480-498 Locally Funded Special Revenue Funds - Locally Defined (Convert to Fund 499 
for PEIMS)  
These fund classifications are used, at the option of the school district to classify locally 
funded special revenue funds such as grants by corporations to specific campuses not defined 
elsewhere. For PEIMS reporting, these funds convert to Fund 499.  

R 499 Locally Funded Special Revenue Funds  
Locally funded special revenue funds not listed above are to be accounted for in this fund 
(effective September 1, 2001, this fund classification is also to be used for transactions that 
were accounted for as expendable trust funds prior to implementation of GASB Statement 34 
reporting standards). Any locally defined codes that are used at the local option are to be 
converted to Fund 499 for PEIMS reporting.  
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500 DEBT SERVICE FUNDS  
A debt service fund is a governmental fund, with budgetary control, that must be used to 
account for general long-term debt principal and interest for debt issues and other long-term 
debts for which a tax has been dedicated. A separate bank account must be kept for this fund. 
Principal and interest payments for operating indebtedness including warrants, notes, and 
short-term lease-purchase agreements, are to be made from the fund for which the debt was 
incurred. This fund utilizes the modified accrual basis of accounting.  
 
501-510 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  

511-598 Debt Service Funds - Locally Defined (Convert to Fund 599 for PEIMS)  
These fund classifications are used, at the option of the school district, to account for specific 
debt services. For PEIMS reporting, these accounts are converted to Fund 599.  
 
R 599 Debt Service Funds  
This fund classification is used to combine all debt service funds for reporting. School 
districts are encouraged to use locally defined debt service funds (Fund Codes 511-598) to 
provide separate accountability for each type or issue of debt and convert these accounts to 
Fund 599 for PEIMS reporting. This fund classification is also used to record transactions 
involving the FSP instructional facilities allotment for bonded indebtedness (voter approved 
debt) related purposes (Fund Code 199, General Fund, is used to record transactions 
involving the instructional facilities allotment for lease-purchase related purposes). 
 
 
600 CAPITAL PROJECTS FUNDS  
A capital projects fund is a governmental fund that must be used to account, on a project 
basis, for projects financed by the proceeds from bond issues, or for capital projects 
otherwise mandated to be accounted for in this fund. The capital projects fund utilizes the 
modified accrual basis of accounting.  

601-615 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  

616-698 Capital Projects Funds - Locally Defined (Convert to Fund 699 for PEIMS)  
These fund classifications are used, at the option of the school district, to classify capital 
projects on a project-by-project basis. For PEIMS reporting, these accounts are converted to 
Fund 699.  
 
R 699 Capital Projects Funds  
This fund classification is used to combine all capital projects funds for reporting. It is 
recommended that each capital project be recorded in a locally defined fund (Fund Codes 616 
through 698) and converted to Fund 699 for PEIMS reporting.  
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700 - 799 PROPRIETARY FUND TYPES  
These types of funds are used to account for a school district’s on-going organizations and 
activities where net income and capital maintenance are measured. All related assets, 
liabilities, equities, revenues, expenses, non-operating revenues and expenses, and transfers 
are accounted for through the fund affected. Generally accepted accounting principles that 
apply to similar businesses in the private sector are applicable to proprietary type funds, as 
net income and financial position are to be determined. These funds utilize the accrual basis 
of accounting.  

There are two proprietary fund types, enterprise funds and internal service funds.  
A budget is not required to be approved by the school district’s Board of Trustees for 
proprietary fund types except for a child nutrition program accounted for under Fund 701. 
Fund 701 is the only proprietary fund type to be reported to the state through PEIMS.  
 
700-749 ENTERPRISE FUNDS  
An enterprise fund is a proprietary fund type accounted for on the accrual basis and not 
required to be budgeted. The exception is for child nutrition operations accounted for in an 
enterprise fund in accordance with generally accepted accounting principles for which a 
budget is to be submitted to the state through PEIMS. Generally accepted accounting 
principles of the private sector are applicable, as financial position, results of operations and 
cash flows are to be determined.  

Expenses of an enterprise operation, including depreciation, are generally intended to be 
financed or recovered primarily through user charges rather than from government grants or 
subsidies.  

An example of an operation to be accounted for in the Enterprise Fund is a school district-
owned concession stand that serves the general public at school sponsored events, and the 
primary intent of operations is to realize a profit as a result of sales.  

Fund Codes 701-749 are used to account for enterprise funds.  

R 701 Enterprise Fund - National School Breakfast and Lunch Program (Report 
Budget and Actual Expenditures through PEIMS)  
This fund classification is to be used to account for budgeted food service operations. This 
fund is used when a school district intends for the food service operations to be financed from 
the NSLP program and user charges, rather than from general fund subsidies. Summer 
feeding programs funded by the Department of Human Services (DHS) are Special Revenue 
funds and should be accounted for in Fund 242. (10.553, breakfast; 10.555, lunch)  
 

702-710 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  

711-748 Enterprise Funds - Locally Defined (Not Reported to PEIMS—Convert to 749 
for PEIMS Payroll Reporting Only)  
These fund classifications are used, at the option of the school district, to account for 
enterprise funds not defined elsewhere.  
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749 Enterprise Funds (Only Reported to Payroll Record in PEIMS)  
This fund classification is used to classify enterprise funds not defined elsewhere.  

750-799 INTERNAL SERVICE FUNDS  
Internal service funds are a proprietary fund accounted for on the accrual basis. No budget is 
required for internal service funds. These funds are not required to be reported in data 
submitted through PEIMS to TEA except the payroll data. Internal service funds apply the 
same generally accepted accounting principles as the Enterprise Fund.  

This fund type may be used to account for the financing of goods or services provided by one 
organizational unit of the school district to other organizational units of the school district, or 
to other local education agencies or governmental units, on a cost reimbursement basis. An 
example of an internal service fund is a school district-operated print shop. School districts 
may, at their option, utilize local detail codes to further account for internal services.  

According to Governmental Accounting Standards Board Statement No. 10, public entity risk 
pools are required to be accounted for in the Internal Service Fund. A public entity risk pool 
is a shared services arrangement group of governmental entities joined together to finance an 
exposure, liability, or risk, such as employee health care, general liability, unemployment 
compensation and workers’ compensation. Fund Codes 751 through 799 are used to account 
for internal service funds.  
 

R 751 Transportation (Not Reported to PEIMS)  
This fund classification is used to account for transactions related to transportation services 
provided to other organizational units of the school district or to other school districts or 
governmental units on a cost-reimbursement basis. (This fund is used at the option of the 
school district to facilitate allocation of these costs to other accounts.)  
 
R 752 Print Shop (Not Reported to PEIMS)  
This fund classification is used to account for transactions related to print shop services 
provided to other organizational units of the school district or to other school districts or 
governmental units on a cost-reimbursement basis. (This fund is used at the option of the 
school district to facilitate allocation of these costs to other accounts.)  

R 753 Insurance (Not Reported to PEIMS)  
This fund classification is used to account for transactions related to self-insurance activities 
of the school district. (This fund is used at the option of the school district to facilitate 
allocation of these costs to other accounts.) School districts are to use distinct locally-defined 
numbers where necessary to maintain separate accountability for each self-insurance 
program.  

R 754 Computer Operations (Not Reported to PEIMS)  
This fund classification is used to account for transactions related to computer services 
provided to other organizational units of the school district or to other school districts or 
governmental units on a cost-reimbursement basis. (This fund is used at the option of the 
school district to facilitate allocation of these costs to other accounts.)  
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R 755 Public Entity Risk Pool (Not Reported to PEIMS)  
This fund classification is used to account for transactions related to a public entity risk pool. 
Public entity risk pools are required to be accounted for in the Internal Service Fund. A 
public entity risk pool is a shared services arrangement group of governmental entities joined 
together to finance an exposure, liability, or risk, such as employee health care, general 
liability, unemployment compensation and workers’ compensation. If a school district is 
fiscal agent for more than one type of risk pool, locally defined funds may be used to provide 
appropriate accounting.  

756-769 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  
 
770-798 Internal Service Funds - Locally Defined (Not Reported to PEIMS)  
These fund classifications are used, at the option of the school district, to classify internal 
service funds not defined elsewhere.  
 
799 Internal Service Funds (Not Reported to PEIMS)  
This fund is used to account for internal funds not specified elsewhere.  

800 - 899 FIDUCIARY FUND TYPES And Similar Component Units  
This group of funds is used to account for assets held by a school district in a trustee 
capacity, or as an agent for individuals, private organizations, and other governmental units. 
This fund type consists of pension trust funds, investment trust funds, private-purpose trust 
funds, and agency funds. It should be noted that substantially all Texas school districts 
provide benefits through the Teacher Retirement System of Texas and do not provide 
benefits through a local pension trust fund.  
 
800 TRUST FUNDS  
These fiduciary funds are accounted for on the economic resources measurement focus and 
the accrual basis of accounting except for the recognition of certain liabilities of defined 
benefit pension plans and certain postemployment healthcare plans (refer to GASB 25 and 26 
for guidance on recognition of these liabilities). Trust funds are not to be reported through 
PEIMS. Fund Codes 801 through 829 are used to account for private-purpose trust funds.  

810 Private-purpose Trust Funds - Locally Defined (Not Reported to PEIMS) 
These fiduciary funds are accounted for on the economic resources measurement focus and 
the accrual basis of accounting. Reporting activities focus on net assets and changes in net 
assets. Resources accounted for in this fund type include scholarship funds that are received 
by a school that are to be awarded to current and former students for post-secondary 
education purposes. Private-purpose trust funds are not reported through PEIMS. Fund Codes 
801 through 829 are used to account for private purpose trust funds.  
 

811-815 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  
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816-828 Private-purpose Trust Funds - Locally Defined (Not Reported to 
PEIMS)  
These fund classifications are used to account for locally defined private-purpose trust funds.  

829 Private-purpose Trust Funds (Not Reported to PEIMS)  
This fund classification is used to account for private-purpose trust funds not defined 
elsewhere.  
 
830 Investment TRUST FUNDS  
These fiduciary funds are accounted for on the economic resources measurement focus 
and the accrual basis of accounting. Reporting activities focus on net assets and changes 
in net assets. Investment trust funds are not reported through PEIMS. Fund Codes 831 
through 849 are used to account for investment trust funds.  

831-835 Reserved for Future State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  

836-848 Investment Trust Funds - Locally Defined (Not Reported to PEIMS) 
These fund classifications are used to account for locally defined investment trust funds.  

849 Investment Trust Funds (Not Reported to PEIMS)  
This fund classification is used to account for investment trust funds not defined elsewhere.  
 

850 PENSION and Other Employee Benefit TRUST FUNDS  
These funds are used to account for local pension and other employee benefit funds that are 
provided by a school district in lieu of or in addition to the Teacher Retirement System of 
Texas. Reporting activities focus on net assets and changes in net assets. Funds 851 through 
859 are used to account for Pension And Other Employee Benefit Trust Funds.  
 
851-858 Pension and Other Employee Benefit Trust Funds - Locally Defined 
(Not Reported to PEIMS)  
These fund classifications are to be used for locally defined pension And Other Employee 
Benefit trust funds.  
 
859 Pension and Other Employee Benefit Trust Funds (Not Reported to PEIMS) 
This fund classification is used to account for pension and other employee benefit funds not 
specified elsewhere.  

860 AGENCY FUNDS  
These funds are accounted for on the economic resources measurement focus and the accrual 
basis of accounting. These funds are held in a custodial capacity by a school district, and they 
consist of funds that are the property of students or others. Agency funds do not involve 
measurement of results of operations, and they have no fund equity, because assets are equal 
to liabilities.  
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Examples of agency funds include class funds that are the property of the students. Locally 
raised revenues used for general operating purposes, such as certain principal’s activity 
accounts, are not agency funds, and are to be budgeted and accounted for in the Special 
Revenue Fund, or in some instances, in the General Fund. Furthermore, deferred 
compensation funds are to be accounted for in the agency fund if the district serves as trustee 
of the plan. The agency funds are not to be reported through PEIMS. Fund Codes 861 
through 899 are used to account for agency funds.  

R 861 Agency Fund for Tax Collections (Not Reported to PEIMS)  
This fund classification is used by a school district to account, on the economic resources 
measurement focus and the accrual basis, for taxes that are collected on behalf of another 
taxing unit, including Consolidated Taxing Districts. These funds are held in a custodial 
capacity by the collecting school district and may not be commingled with funds of the 
collecting school district.  

R 862 Agency Fund for Textbook Waiver Refunds (Not Reported to PEIMS)  
This fund classification is used as a clearing account for refunds received from the Texas 
Education Agency (TEA) due to waivers granted for textbooks.  
 
863 Reserved for State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district. This fund code may continue to be used for payroll clearing account 
activities; however, these activities must be eliminated for reporting purposes.  

864 Reserved for State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district. This fund code may continue to be used for accounts payable clearing 
account activities; however, these activities must be eliminated for reporting purposes.  

R 865 Student Activity Account (Not Reported to PEIMS) (See Fund 461 for Campus 
Activity Funds)  
This fund classification is used as an agency account for student “club” funds or “class” 
funds.  
 

866-875 Reserved for State Definition  
These fund classifications are reserved for future state designation and are not to be used by 
the school district.  

876-898 Locally Defined Agency Funds (Not Reported to PEIMS)  
These fund classifications are to be used for locally defined agency funds not listed above.  

899 Agency Funds (Not Reported to PEIMS)  
This fund classification is used to account for agency funds not specified elsewhere.  
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900 GENERAL CAPITAL ASSETS AND LONG-TERM DEBT  
The purpose of these account codes is to record general capital assets and long-term debt 
involving governmental activities. See special instructions in Section 1.7 of the FAR 
concerning accounting and reporting requirements involving general capital assets and long-
term debt relating to governmental activities, in accordance with GASB Statement No. 34.  
 
R 901 General Capital Assets (Not Reported to PEIMS)  
This code is used to account under an accrual basis of accounting for general capital assets 
not recorded in the Proprietary Fund Types or fiduciary funds. This account code is for 
specific pieces of property such as equipment, land and building as well as all associated 
costs. See special instructions in Section 1.7 of the FAR concerning accounting and reporting 
requirements involving general capital assets and long-term debt relating to governmental 
activities, in accordance with GASB Statement No. 34.  

R 902 Long-Term Debt (Not Reported to PEIMS)  
This code is used to account for debts of a non-current nature under an accrual basis of 
accounting. Long-term debts of Proprietary Fund types and fiduciary funds are accounted for 
through those fund types and are not included in this account code. See special instructions in 
Section 1.7 of the FAR concerning accounting and reporting requirements involving capital 
assets and long-term debt relating to governmental activities, in accordance with GASB 
Statement No. 34. 
 
 
Function Codes 
 
A function represents a general operational area in a school district and groups together 
related activities. Most school districts use all of the functions in the process of educating 
students or organizing the resources to educate students. For example, in order to provide the 
appropriate atmosphere for learning, school districts transport students to school, teach 
students, feed students and provide health services. Each of these activities is a function. The 
R by a function indicates that the function is required for reporting purposes (PEIMS and/or 
Annual Financial and Compliance Report) if such funds are applicable to the school district. 
 

Functions are grouped according to related activities in the following major areas/classes:  
 

10 Instruction and Instructional-Related Services  
20 Instructional and School Leadership  
30 Support Services - Student (Pupil)  
40 Administrative Support Services  
50 Support Services - Non-Student Based  
60 Ancillary Services  
70 Debt Service  
80 Capital Outlay  
90 Intergovernmental Charges  
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Each of these major areas is further defined by detail function codes. The R by a code 
indicates that the code is required for PEIMS reporting purposes if such costs are applicable 
to the school district.  

Certain expenditures must be accounted for by organization code and program intent code. 
See Organization Code section and Program Intent section for guidance concerning 
mandatory and optional uses.  

School districts are encouraged to use appropriate program intent and organization codes for 
all other costs that are directly attributable to a specific program intent and/or organization. 
However, benefits to the management of the school district in relation to the effort to allocate 
these costs should be examined before allocating costs that are not mandatory.  
If specific program intent codes are not used, the school district is to use Program Intent 
Code 99 (Undistributed). If specific organization codes are not used, the school district is to 
use Organization Code 999 (Undistributed) or Organization Code 998 (Unallocated, Local 
Option). 
 

10 Instruction and Instructional-Related Services  

This function code series is used for expenditures/expenses that:  

• Provide direct interaction between staff and students to achieve learning  

• Provide staff members with the appropriate resources to achieve the appropriate 
student learning outcomes through either materials or development 

 

R 11 Instruction  
This function is used for activities that deal directly with the interaction between teachers and 
students. Teaching may be provided for students in a school classroom, in another location 
such as a home or hospital, and in other learning situations. It may also be provided through 
some other approved medium such as television, radio, telephone, telecommunications, 
multimedia and correspondence. This function includes expenditures / expenses for direct 
classroom instruction and other activities that deliver, enhance or direct the delivery of 
learning situations to students.  
 
R 12 Instructional Resources and Media Services  
This function is used for expenditures/expenses that are directly and exclusively used for 
resource centers, establishing and maintaining libraries and other major facilities dealing with 
educational resources and media. 
 

R 13 Curriculum Development and Instructional Staff Development  
This function is used for expenditures/expenses that are directly and exclusively used to aid 
instructional staff in planning, developing and evaluating the process of providing learning 
experiences for students. Expenditures and expenses include inservice training and other staff 
development for instructional or instructional-related personnel (Functions 11, 12, and 13) of 
the school district. This function also includes expenditures and expenses related to research 
and development activities that investigate, experiment, and/or follow-through with the 
development of new or modified instructional methods, techniques, procedures, services, etc. 
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20 Instructional and School Leadership  
This function code series is used for expenditures that relate to the managing, directing, 
supervising and leadership of staff who are providing either instructional or instructional-
related services. This function code series also includes the general management and 
leadership of a school campus. 
 
R 21 Instructional Leadership  
This function is used for expenditures/expenses that are directly used for managing, directing, 
supervising, and providing leadership for staff who provide general and specific instructional 
services. 
 
R 23 School Leadership  
This function is used for expenditures/expenses that are used to direct and manage a school 
campus. They include the activities performed by the principal, assistant principals and other 
assistants while they: 
 

• Supervise all operations of the campus 
• Evaluate staff members of the campus 
• Assign duties to staff members maintaining the records of the students on campus 

 

30 Instructional and School Leadership  
This function code series is used for expenditures/expenses that directly support students. 
 

R 31 Guidance, Counseling and Evaluation Services  
This function is used for expenditures/expenses that are directly and exclusively used for 
assessing and testing students’ abilities, aptitudes and interests; counseling students with 
respect to career and educational opportunities and helping them establish realistic goals. 
This function includes costs of psychological services, identification of individual 
characteristics, testing, educational counseling, student evaluation and occupational 
counseling. 
 

R 32 Social Work Services  
This function is used for expenditures/expenses that are directly and exclusively used for 
activities such as:  

• Investigating and diagnosing student social needs arising out of the home, school or 
community 

• Casework and group work services for the child, parent or both 

• Interpreting the social needs of students 

• Promoting modification of the circumstances surrounding the individual student 
which are related to his or her social needs 
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R 33 Health Services 
This function is used for expenditures/expenses that are directly and exclusively used for 
providing physical health services to students. This includes activities that provide students 
with appropriate medical, dental and nursing services. 
 
R 34 Student (Pupil) Transportation 
This function is used for expenditures/expenses that are incurred for transporting students to 
and from school.  
 
R 35 Food Services 
This function is used for food service operation expenditures/expenses, including the cost of 
food, labor, and other expenditures/expenses necessary for the preparation, transportation and 
storage of food to provide to students and staff. Expenditures/expenses are used directly and 
exclusively for supervision and maintenance of a food service operation. 
 
R 36 Extracurricular Activities 
This function is used for expenditures/expenses for school-sponsored activities outside of the 
school day. These activities are generally designed to provide students with experiences such 
as motivation and the enjoyment and improvement of skills in either a competitive or 
noncompetitive setting. 
 
Extracurricular activities include athletics and other activities that normally involve 
competition between schools (and frequently involve offsetting gate receipts or fees such as 
football, baseball, volleyball, track and tennis). Other kinds of related activities are 
included(such as drill team, pep squad and cheerleading, University Interscholastic League 
competition such as one-act plays, speech, debate, band, Future Farmers of America (FFA), 
National Honor Society, etc.). 
 

If the school district has activity funds, the goods purchased for resale are to be classified in 
this function, with the gross sale of goods recorded in Revenue Object Code 5755, Results 
from Enterprising Activities, Activity Funds and/or Clearing Accounts.  
 

40 Administrative Support Services  
This function code series is used for overall general administrative support services of the 
school district. 
 
R 41 General Administration 
This function is for expenditures/expenses that are for purposes of managing or governing the 
school district as an overall entity. This function covers multiple activities that are not 
directly and exclusively used for costs applicable to specific functions. General 
administration is an indirect cost applicable to other expenditure functions of a school 
district.  
 

Program Intent Code 99 is to be used for all expenditures for Function 41. The organization 
codes specified in the 700 organization code group are the only organization codes to be used 
with Function 41 costs and may not be used in any other function, other than specific costs in 
Function 53 (Data Processing) that relate to the functions of the business office.  
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50 Support Services  
This function code series is used for expenditures/expenses that are used for school district 
support services. 
 
R 51 Facilities Maintenance and Operations 
This function is used for expenditures/expenses for activities to keep the facilities and 
grounds open, clean, comfortable and in effective working condition and state of repair, and 
insured. This function is used to record expenditures/expenses for the maintenance and 
operation of the physical facilities and grounds. This function also includes 
expenditures/expenses associated with warehousing and receiving services.  
 
R 52 Security and Monitoring Services 
This function is used for expenditures/expenses that are for activities to keep student and staff 
surroundings safe, whether in transit to or from school, on a campus or participating in 
school-sponsored events at another location. 
 
R 53 Data Processing Services 
This function is for expenditures/expenses for data processing services, whether in-house or 
contracted. 
 

60 Ancillary Services  
This function code series is used for expenditures/expenses that are for school district support 
services supplemental to the operation of the school district. 
 

R 61 Community Services  
This function is used for expenditures that are for activities or purposes other than regular 
public education and adult basic education services. These types of expenditures are used for 
services or activities relating to the whole community or some segment of the community. 
This includes providing resources to non-public schools, institutions of higher education, and 
any proprietary types of services incurred for outside entities in the community.  
 
R 62 School District Administrative Support Services (Used by Education Service 
Centers Only) 
This function code is to be used exclusively by education service centers for expenditures 
related to performing certain administrative functions for school districts. These services can 
include indirect instructional services for students such as guidance and counseling, social 
work, health and food services as well as general administrative services such as fiscal 
budget, accounting, joint purchasing, tax administration, SAS preparation services, etc. 
 

70 Debt Service 
This function code series is used for expenditures that are used for the payment of debt 
principal and interest. 
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R 71 Debt Service  
This function is used for expenditures that are for the retirement of recurring bond, capital 
lease principal, and other debt, related debt service fees, and for all debt interest. Note 
principal for short-term loans (one year or less in duration) is to be recorded in the liability 
account 2122, Notes Payable - Current Year.  
 

80 Facilities Acquisition and Construction 
This function code series is used for expenditures that are acquisitions, construction, or major 
renovation of school district facilities. 
 

R 81 Facilities Acquisition and Construction  
This function is used by school districts for expenditures that are for acquiring, equipping, 
and/or making additions to real property and sites, including lease and capital lease 
transactions.  
 

90 Intergovernmental Charges 
“Intergovernmental” is a classification that is appropriate where one governmental unit 
transfers resources to another. In particular, Chapter 41 purchase of WADA and the transfer 
of students where one school district pays another school district for educating students are 
examples of intergovernmental charges.  
 
R 91 Contracted Instructional Services Between Public Schools 
This function code is used for expenditures that are used for: 
 

• Providing financial resources for services in another public school through a contract 
for education of nonresident students under Subchapter E, Chapter 41, TEC 

 
• Purchasing attendance credits from the state under Subchapter D, Chapter 41, TEC 

 
Costs for contractual arrangements under Subchapter E, Chapter 41, are recorded under this 
function code only if the agreement is to pay for services managed and administered by 
another school district receiving payments under Subchapter E, Chapter 41, TEC. This 
function is to be used exclusively for the purchase of Weighted Average Daily Attendance 
(WADA) from either the state or other school districts. 
 
R 92 Incremental Costs Associated with Chapter 41, Texas Education Code, Purchase 
or Sale of WADA  
This function code is used for expenditures that are for the purpose of positioning a school 
district with excess wealth per WADA to purchase attendance credits either from the state or 
from other school district(s).  
 
R 93 Payments to Fiscal Agent/Member Districts of Shared Services Arrangements 
This function code is used for expenditures that are for (1) payments from a member district 
to a fiscal agent of a shared services arrangement; or, (2) payments from a fiscal agent to a 
member district of a shared services arrangement.  
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R 95 Payments to Juvenile Justice Alternative Education Programs 
This function code is used for expenditures that are for the purpose of providing financial 
resources for Juvenile Justice Alternative Education Programs under Chapter 37, TEC. This 
function code is used to account for payments to other governmental entities in connection 
with students that are placed in discretionary or mandatory JJAEP settings.  
 
R 97 Payments to Tax Increment Fund  
This function code is used for expenditures that are for the purpose of providing financial 
resources paid into a tax increment fund under Chapter 311, Tax Code. The revenues are 
recorded under fund 199, Object 5746. The expenditures are recorded under fund 199, Object 
6499. 
 
R 99 Other Intergovernmental Charges  
This code is used to record other intergovernmental charges not defined above.  
 
 
Asset Object Codes 
 
Assets are probable future economic benefits obtained or controlled by a particular entity as a 
result of past transactions or events. Asset codes are four digit object codes, and are the sixth 
through ninth digits in the code structure described in the Account Code Overview. These 
codes are distinguished from other types of object codes as they always begin with the digit 
“1.” School districts may optionally account for transactions at a more detailed level than the 
level indicated. The R by a code indicates that the code is required for reporting purposes 
(PEIMS and/or Annual Financial and Compliance Report) if such codes are applicable to the 
school district. 
 
1000 ASSETS AND OTHER DEBITS  
Assets are recorded as debits in three categories:  
 

(1) current assets  
 
(2) capital assets, and  
 
(3) restricted assets  

 
Other debits are recorded as debits in two categories:  

 
(1) amounts to be provided for payment of debt principal  
 
(2) amounts available for payment of debt principal. 
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Liability Object Codes 
 
Liabilities are probable future sacrifices of economic benefits, arising from present 
obligations of a particular entity to transfer assets or provide services to other entities in the 
future as a result of past transactions or events. Liability codes are four digit object codes, 
and are the sixth though ninth digits in the code structure described in the Account Code 
Overview. These codes are distinguished from other types of object codes as they always 
begin with the digit “2.” School districts may optionally account for transactions at a more 
detailed level than the level indicated. The R by a code indicates that the code is required for 
reporting purposes (PEIMS and/or Annual Financial and Compliance Report) if such codes 
are applicable to the school district. 

2000 LIABILITIES  

Liabilities are recorded as credits in two broad categories:  
 

(1) current liabilities, and  
 
(2) long-term debts 

 
 
Fund Balances/Net Assets Object Codes 
 
Fund balances/net assets represent the difference between the assets and liabilities of a fund. 
These codes are four digit object codes, and are the sixth through ninth digits in the code 
structure described in the Account Code Overview. These codes are distinguished from other 
types of object codes as they always begin with the digit “3.” School districts may optionally 
account for transactions at a more detailed level than the level indicated. The R by a code 
indicates that the code is required for reporting purposes (PEIMS and/or Annual Financial 
and Compliance Report) if such codes are applicable to the school district. 
 
3000 FUND BALANCES/NET ASSETS  
Fund balances and net assets are recorded as credits to six categories:  
 

(1) Invested in Capital Assets, Net of Related Debt  

(2) Restricted Net Assets 
 

(3) Unrestricted Net Assets  
 

(4) Reserved Fund Balance  

(5) Designated Fund Balance  
 
(6) Unreserved, Undesignated Fund Balance  
 

The first 3 categories apply to the government-wide financial statements, while the second 3 
categories apply to governmental fund financial statements. 
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Clearing Account Object Codes 
 
Clearing account codes are four digit object codes, and are the sixth through ninth digits in 
the code structure described in Account Code Overview. These codes are distinguished from 
other types of object codes as they always begin with the digit “4.” School districts may 
optionally account for transactions at a more detailed level than the level indicated. The R by 
a code indicates that the code is required for reporting purposes (PEIMS and/or Annual 
Financial and Compliance Report) if such codes are applicable to the school district. 
 
These codes differ from other object codes as they are not reflected in the accounts shown on 
the school district’s financial statements. Clearing accounts are used to balance the 
accounting records during interim periods and are closed to other accounts at the end of the 
fiscal year. Additional clearing accounts may be utilized as needed by a local school district. 
 
 

Revenue Object Codes 

Revenues are defined as an increase in a school district’s current financial resources. These 
codes are distinguished from other types of object codes as they always begin with the digit 
“5.”  

The school district’s accounting records are to reflect revenues at the most detail level, as 
depicted in the chart of accounts (4 digits) for accounting and Public Education Information 
Management System (PEIMS) reporting (both budget and actual) purposes. If a school 
district needs to use codes in addition to the mandatory codes for managerial purposes, the 
optional codes provided for local use in the code structure should be used.  
The R by a code indicates that the code is required for reporting purposes (PEIMS and/or 
Annual Financial and Compliance Report) if such codes are applicable to the school district. 
 
Governmental Accounting Standards Board (GASB) Codification 1600.106 states that 
revenues and other governmental fund financial resource increments are recognized when 
they are susceptible to accrual, which means they must be both measurable and available. 
Revenues are measurable when the amount of the revenues is subject to reasonable 
estimation. To be available, revenues must be subject to collection within the current period, 
or after the end of the period but in time to pay liabilities outstanding at the end of the current 
period.  
 
Revenues recorded in the Proprietary Fund Type and similar trust funds are recognized when 
earned in essentially the same manner as in commercial accounting.  
School districts must account for a variety of revenues, including property taxes, foundation 
fund entitlements, user charges and grants.  
 
Revenue object codes are four digit object codes, and are the sixth through ninth digits in the 
code structure. 
 
 

Expenditure/Expense Object Codes 
 
Expenditures/expenses should be classified by the major object classes according to the types 
of items purchased or services obtained. 
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An expenditure/expense account identifies the nature and object of an account, or a 
transaction. The school district’s accounting records are to reflect expenditures/expenses at 
the most detail level, as depicted in the chart of accounts (4 digits) for accounting and Public 
Education Information Management System (PEIMS) reporting (actual data) purposes. For 
PEIMS budget reporting purposes, expenditures/expenses are reported to the second digit of 
detail (6100, 6200, etc.) If a school district needs to use codes in addition to the mandatory 
codes for managerial purposes, the optional codes provided for local use in the code structure 
should be used. 
 
These codes are distinguished from other types of object codes as they always begin with the 
digit “6.” 
 

The R by a code indicates that the code is required for reporting purposes (PEIMS and/or 
Annual Financial and Compliance Report) if such codes are applicable to the school district.  
 

SUMMARY EXPENSE OBJECT CODES  
6100  PAYROLL COSTS  
6110  TEACHERS AND OTHER PROFESSIONAL PERSONNEL  
6120  SUPPORT PERSONNEL  
6130  EMPLOYEE ALLOWANCES  
6140  EMPLOYEE BENEFITS  
6200  PROFESSIONAL AND CONTRACTED SERVICES  
6210  PROFESSIONAL SERVICES  
6220  TUITION AND TRANSFER PAYMENTS  
6230  EDUCATION SERVICE CENTER SERVICES  
6240  CONTRACTED MAINTENANCE AND REPAIR SERVICES  
6250  UTILITIES  
6260  RENTALS - OPERATING LEASES  
6290  MISCELLANEOUS CONTRACTED SERVICES  
6300  SUPPLIES AND MATERIALS  
6310  SUPPLIES AND MATERIALS FOR MAINTENANCE AND/OR OPERATIONS  
6320  TEXTBOOKS AND OTHER READING MATERIALS  
6330  TESTING MATERIALS  
6340  FOOD SERVICE AND OTHER RESALE ITEMS  
6390  SUPPLIES AND MATERIALS - GENERAL  
6400  OTHER OPERATING EXPENSES  
6410  TRAVEL, SUBSISTENCE AND STIPENDS  
6420  INSURANCE AND BONDING COSTS  
6430  ELECTION COSTS  
6440  DEPRECIATION EXP OF PROPRIETARY AND NONEXPENDABLE TRUST FUNDS  
6490  MISCELLANEOUS OPERATING COSTS  
6500  DEBT SERVICE  
6510  DEBT PRINCIPAL  
6520  INTEREST EXPENDITURES/ EXPENSE  
6590  OTHER DEBT SERVICE EXPENDITURES/EXPENSES  
6600  CAPITAL OUTLAY - LAND, BUILDINGS AND EQUIPMENT  
6610  LAND PURCHASE AND IMPROVEMENT  
6620  BUILDING PURCHASE, CONSTRUCTION OR IMPROVEMENTS  
6630  FURNITURE AND EQUIPMENT  
6640  FIXED ASSETS – DISTRICT DEFINED  
6650  FIXED ASSETS UNDER CAPITAL LEASES  
6660  LIBRARY BOOKS AND MEDIA 

Expenditures (Governmental Fund Types and Expendable Trust Funds)  
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Expenditures are debited in the accounting period in which a measurable fund liability is 
incurred, except for unmatured principal and interest on general long-term debt, prepaid 
items, and other long-term obligations which are recorded as a debit in the accounting period 
when due.  
 
Expenses (Proprietary Fund Type, Nonexpendable Trust and Pension Trust Funds)  
Expenses are debited in the accounting period in which they are incurred.  
Expenditure/expense codes are four digit object codes, and are the sixth through ninth digits 
in the code structure. 
 
 
Other Resources/Non-Operating Revenue Object Codes 
 
The school district’s accounting records are to reflect other resources/non-operating revenue 
at the most detail level, as depicted in the chart of accounts (4 digits) for accounting and 
Public Education Information Management System (PEIMS) reporting (budgeted and actual 
data) purposes. If a school district needs to use codes in addition to the mandatory codes for 
managerial purposes, the optional codes provided for local use in the code structure should be 
used.  
These codes are distinguished from other types of object codes as they always begin with the 
digit “7.” 
 
The R by a code indicates that the code is required for reporting purposes (PEIMS and/or 
Annual Financial and Compliance Report) if such codes are applicable to the school district. 
 
These detail accounts reflect estimated (budgeted) and incurred (actual) other resources or 
non-operating revenues. School districts using subsidiary ledgers may, at the local option, use 
control accounts as listed in the general ledger to reflect the summarized balances of the 
subsidiary ledgers. 
 
 
Other Uses/Non-Operating Expenses Object Codes 
 
The school district’s accounting records are to reflect other uses/non-operating expenses at 
the most detail level, as depicted in the chart of accounts (4 digits) for accounting and Public 
Education Information Management System (PEIMS) reporting (actual data) purposes. For 
PEIMS budget reporting purposes, other uses/non-operating expenses are reported to the 
fourth digit of detail (89XX). If a school district needs to use codes in addition to the 
mandatory codes for managerial purposes, the optional codes provided for local use in the 
code structure should be used.  
 
These codes are distinguished from other types of object codes as they always begin with the 
digit “8.” 
 
The R by a code indicates that the code is required for reporting purposes (PEIMS and/or 
Annual Financial and Compliance Report) if such codes are applicable to the school district. 
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Optional Codes 1 and 2 
 
A school district may use the optional codes 1 and 2 if there is a need to account for 
information not otherwise provided in the mandatory chart of accounts. If a school district 
uses these optional codes, a locally devised chart of accounts is to be uniformly used in the 
accounting system. The local chart of accounts should be made part of the district’s copy of 
Resource Guide, and should be made available for auditing and other purposes. 
 
The following is an illustration of how optional codes 1 and 2 maybe used to account for 
start-up cost attributed to a virtual school pilot (VSP) program. This model may be used for 
modification or improvements to the VSP system between school years or other intermittent 
periods. The account codes that may be used to track these cost are as follows:  
 
CODE DESCRIPTION  
01 Planning component one – Determine project goals and implementation timeline  
02 Planning component two – Define the implementation team staffing, roles, and 
     responsibilities  
03 Planning component three – Design the technical architecture  
04 Planning component four - Plan initial training  
05 Planning component five – Other  
06 Requirements gathering component one – Develop narrative documents  
07 Requirements gathering component two – Develop process flow diagrams  
08 Requirements gathering component three - Other  
09 System configuration component one – Purchase and installation of hardware  
10 System configuration component two – Purchase, development and installation of 
     software  
11 System configuration component three – Establish the network infrastructure to allow 
     connectivity  
12 System configuration component four – Other  
13 Fit analysis component one – Customize the VSP system and subcomponents  
14 Fit analysis component two – Modify the technical requirements, specifications, 
     functionality of the VSP system and subcomponents  
15 Fit analysis component three – Create workarounds  
16 Fit analysis component four – Other  
17 Setup component one – Write documentation for VSP instructional delivery system  
18 Setup component two – Write documentation for VSP technology requirements, 
     maintenance and operations  
19 Setup component three – Other  
20 Testing component one – Test installation of VSP instructional delivery system and 
     subcomponents  
21 Testing component two – Other  
22 Transition component one – Prepare teacher and student-level procedure and training 
     manuals  
23 Transition component two – Set up help desk infrastructure and documentation  
24 Transition component three – Evaluate VSP system readiness  
25 Transition component four – Other 
26 Operational component one – Instructional related cost of VSP system during school year  
27 Operational component two – Other VSP operational cost (Administrative, maintenance, 
     etc.) 
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The illustration above was adapted from the Christopher Allen’s and Vivian Chow’s 
reference book, Oracle Certified Professional Financial Applications Consultant Exam 
Guide.  
 
 
Organization Codes 
 
An organization is a group of employees who are obligated to complete a specific 
responsibility. Usually, an organization has an identifiable leader or an individual who is 
accountable for the overall completion of the responsibility. The R by a code indicates that 
the code is required for reporting purposes (PEIMS and/or Annual Financial and Compliance 
Report) if such codes are applicable to the school district.  
 
There are two distinct types of organization units: (1) a campus organization unit, which 
usually is a group of employees who are obligated to complete the responsibilities of the 
teaching of, supporting the teaching of and providing the necessary services (such as social 
services and health services) to a set of students; and (2) an administrative or other 
organization unit which is a group of people who perform a specific responsibility such as 
those in the superintendent’s office, the school board or those who perform the business 
functions for the school district. An organization does not necessarily correspond with a 
physical location. The activity, not the location, defines the organization. For example, a high 
school computer science class might be taught at the central administration office, in which 
case, the appropriate high school organization code would be assigned. 

Organization Codes:  

• Campus organization codes as defined in the Texas School Directory are to be used 
for all other costs clearly attributable to a specific organization. Other costs may be 
coded to a specific organization or school districts may utilize the TEA-provided cost 
allocation formula for cost charged to organization code 999 (Undistributed).  

 
• Administrative organization unit codes (701-750) are mandated for all Function 41, 

General Administration, costs and with Function 53, Data Processing for those 
expenditures that are attributable to the business office of the school district.  

 
Accurate use of organization codes is essential for payroll under function 11, Instruction. 
School districts are to use organization codes in all functions when a cost is clearly 
attributable to a specific organization. For those costs that are not clearly attributable to 
specific organization codes, districts will use organization codes 998 (Unallocated, at the 
local option) or 999 (Undistributed). Refer to Appendix 6 for a chart depicting required 
organization accounting by expenditure object code and function. Guidance is provided on 
other methods of allocating costs other than direct recording in the Cost Accounting section 
of this module.  
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TEA provides software in EDIT+ containing a formula to allocate costs recorded in 
Organization Code 999, Undistributed, according to instructional FTEs (as reported in 
PEIMS) assigned to organization codes. The formula will allocate costs in Organization Code 
999, Undistributed, to campus organizations for functions specified in State Board of 
Education rules relating to indirect costs. The allocation process is a report type of template 
and does not change transaction information within the general ledger system. The allocation 
process uses payroll and staff data for instructional FTEs, as recorded under function 11, 
Instruction, as a basis to allocate costs. Accordingly, full use of specific organization codes in 
function 11 is essential for the optimum functionality of the allocation process. The formula-
based allocation will be used for state and federal compliance monitoring purposes, such as 
monitoring indirect costs, maintenance of effort and comparability requirements. Costs which 
are classified in Organization Code 998, Unallocated, will not be allocated by the formula; 
therefore, such costs will not be considered for compliance purposes unless charged to a 
specific Enhanced Program Intent Code. 
 
R 001-040 High School Campuses  
Use the campus numbers assigned to high school campuses for the school district in the 
Texas School Directory.  

R 041-100 Junior High/Middle School Campuses  
Use the campus numbers assigned to junior high/middle school campuses for the school 
district in the Texas School Directory.  

R 101-698 Elementary School Campuses  
Use the campus numbers assigned to elementary school campuses for the school district in 
the Texas School Directory. 

R 699 Summer School Organization  
Use this organization code for any summer school and intersession that is provided by the 
school district.  

700 Organization Units - Administrative  

Use this organization code series for all expenditures related to general administration 
(Function 41). Organization units 701 through 749 are to be used in Function 41 only. 
Organization unit 750 is to be used only in Functions 41 and 53 (for those data processing 
costs that are related to the business functions of the school district).  
 
Administrative personnel (principals, assistant principals, etc.) classified in Function 23 are 
to be charged to the appropriate campus number, 001-699. 

R 701 Organization Unit - Superintendent’s Office  
Use this organization code for all expenditures related to the superintendent’s office 
(Function 41 only).  

R 702 Organization Unit - School Board  
Use this organization code for all expenditures related to the school board (Function 41 only).  
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R 703 Organization Unit - Tax Costs  
Use this organization code for all expenditures related to the cost of levying and collecting 
taxes (Functions 41 and 99 only).  

704-708 Reserved for Future State Definition  
These codes are reserved for future state designation and are not to be used by the school 
district.  

709-719 Organization Unit - Direct Costs - Locally Defined (Convert to Organization 
Code 720 for PEIMS)  
These codes are used, at the option of the school district, to define administrative 
organizational units that are considered direct costs when calculating indirect cost rates. For 
PEIMS, these accounts convert to 720.  

R 720 Organization Unit - Direct Costs in Function 41 (General Administration)  
Use this organization code for all expenditures related to direct costs not attributed to the 
superintendent, school board or tax office organization units. Direct costs, for the purposes of 
this organization unit, are defined in the Calculation of Indirect Cost Rate section. 

721-725 Reserved for Future State Definition  
These codes are reserved for future state designation and are not to be used by the school 
district.  

726-749 Organization Unit - Indirect Costs - Locally Defined (Convert to Organization 
Code 750 for PEIMS)  
These codes are used, at the option of the school district, to define administrative 
organizational units that are considered indirect costs when calculating indirect cost rates. For 
PEIMS, these accounts convert to 750.  

R 750 Organization Units - Indirect Costs in Function 41 (General Administration), 
including Business Office/ Personnel/Payroll/Human Resources/Purchasing  
Use this organization code for all expenditures related to costs attributed to business office, 
personnel, payroll, human resources and purchasing functions in General Administration 
(Function 41) of the school district.  

These costs are considered indirect costs when calculating the indirect cost rates. School 
districts may, at the local option, use codes 726-749 to account for these areas separately.  
Those data processing charges that relate to administrative applications and are classified in 
Function 53 (Data Processing) should use this organization unit as well. See the Calculation 
of Indirect Cost Rate section for further guidance.  

R 751 Fiscal Agent Shared Services Arrangements  
This organization unit code may be used to account for fiscal agent expenditures in a Shared 
Services arrangement at the school district’s option. 
 
752-799 Organization Units - Reserved for Future State Definition 
These organization units are reserved for future state definition and are not to be used by the 
school district. 
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800-997 Organization Units - Locally Defined (Convert to Organization Code 999 for 
PEIMS)  
These organization units may be used, at the option of the school district, to provide further 
accountability for organization units. For PEIMS, these accounts are converted to 
Organization Code 999.  
 
R 998 Unallocated Organization Unit  
This organization unit may be used, at the option of the school district, for any costs which 
the district does not wish to be allocated according to the formula developed by TEA, i.e., 
costs that should not be allocated to various campus organizations and program intents based 
upon instructional FTEs. Such costs may be charged to a specific program intent; however, if 
they are charged to the Undistributed Program Intent Code (99), they will not be allocated. 
Since these costs will not be distributed to campus organizations or program intents, they 
will not be considered in monitoring compliance for indirect costs, maintenance of effort, and 
comparability requirements, unless charged to a specific Enhanced Program Intent Code.  
 
R 999 Undistributed Organization Unit  
Use this organization code for any undistributed costs, i.e., costs that are not a campus or 
summer school or an administrative unit (Function 41). 
 
 
Fiscal Year Code 
 
The fiscal year code is a mandatory code to be used by all school districts. For the school 
district’s fiscal year, the last digit of the school year is to be used (e.g., 2008-09 fiscal year is 
represented by a “9.”) For projects such as local grants, state grants accounted for as special 
revenue funds, debt service funds, or construction funds, the current fiscal year code should 
be used.  

Fiscal year code determination is unique for federally funded projects accounted for as 
special revenue funds. For example, if funding for a federal project begins on July 1, 2007 
and ends June 30, 2008, then the fiscal year code used would be “8”. This is done so that the 
fiscal year code used corresponds with the federal fiscal year in which the funding originated.  

Once the fiscal year is assigned to a project, revenues and expenditures/expenses should 
reflect that number for the duration of the project, even though it may span multiple school 
district fiscal years.  
 
The following are examples of fiscal year codes: 
 
Code Description 
   9 2008-2009 

0 2009-2010 
1 2010-2011 
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Program Intent Codes 
 
These codes are used to account for the cost of instruction and other services that are directed 
toward a particular need of a specific set of students. The intent (the student group toward 
which the instructional or other service is directed) determines the program intent code, not 
the demographic makeup of the students served. In the case of state programs, state law may 
determine the intent and the permissible use of allotments. For state programs, the limitations 
on the amount of allotments that may be used for indirect costs will need to be considered. 
Districts are encouraged to monitor expenditures to assure that the limitation on indirect costs 
is observed, and steps should be taken if necessary to meet these requirements. For additional 
guidance in the areas of direct and indirect costs, please consult the State Board of Education 
rules. Consistent with legislative intent, it is the policy of TEA to provide maximum 
flexibility to school districts by averaging costs up to three years. As state special program 
expenditures are reviewed, school districts will be afforded the opportunity to address any 
issues which may arise. School districts should consider the implications of some federal 
requirements (e.g., maintenance of effort and comparability) when determining local policies 
on the minimum level of coding expenditures.  

School districts are encouraged to use program intent codes with any transaction that is 
directly attributable to the program intent code. School districts are to use program intent 
codes in all functions when a cost is clearly attributable to a specific program intent. Refer to 
Appendix 6 for additional guidance on program intent accounting. Guidance is provided on 
other methods of allocating costs other than direct recording in the Cost Accounting section 
in this module.  
 
A Basic or Enhanced Program Intent Code is to be charged with costs directly attributable to 
it. In some cases, this may require the allocation of costs among several program intent 
codes. However, the allocation of costs should be performed only when, in the judgment of 
school district management, there would be a material effect on the financial records of either 
an individual transaction or the total amount of a certain type of transaction. Consideration 
should also be given to the effort involved in gathering the information necessary to perform 
the allocation compared to the benefit derived from the allocation of costs.  
 
If a school district elects not to allocate costs to Basic or Enhanced Program Intent Codes or 
the Athletics and Related Activities Program Intent Code, the Undistributed Program Intent 
Code 99 is to be used.  
 
All athletic and related activities should be charged to Program Intent Code 91. 
 
The Athletics and Related Activities Program Intent Code is mandated for payroll costs 
(except Expenditure Object Codes 6112 and 6144 use program intent code 99) for Function 
36 (Cocurricular/Extracurricular Activities) and other functions if applicable.  
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TEA provides software in PEIMS EDIT+ containing a formula to allocate costs recorded in 
Program Intent Code 99, Undistributed, according to instructional FTEs (as reported in 
PEIMS) assigned to Basic and Enhanced Program Intent Codes. The formula-based 
allocation will be used for state and federal compliance monitoring purposes, such as 
monitoring indirect costs, maintenance of effort and comparability requirements. Compliance 
with indirect cost requirements in state law will be monitored by TEA using allocated cost 
information in PEIMS. This information will include costs assigned to specific program 
intent codes and those costs which are allocated by the formula to specific program intent 
codes for functions specified in State Board of Education rules relating to indirect costs. The 
allocation process is a report type of template and does not change transaction information 
within the general ledger system. The allocation process uses payroll and staff data for 
instructional FTEs, as recorded under function 11, Instruction, as a basis to allocate costs. 
Accordingly, full use of specific program intent codes in function 11 is essential for the 
optimum functionality of the allocation process. The R by a code indicates that the code is 
required for reporting purposes (PEIMS and/or Annual Financial and Compliance Report) if 
such codes are applicable to the school district. Shared Services Arrangements cost 
information which is submitted on a special PEIMS record will also be included in the 
compliance monitoring calculations. The total costs which will be considered for compliance 
monitoring purposes are represented by the following formula.  
 
 
1X BASIC SERVICES  
 

R 11 Basic Educational Services  
The costs incurred to provide the basic services for education/instruction to students in grades 
PK-12 prescribed by state law as well as adult basic and secondary education services. Basic 
is defined as the curriculum provided for those students that are not in special education. 
Basic educational services include the costs to evaluate, place, and provide educational 
services to students in honors, college preparatory and advanced placement courses.  
 
 
2X ENHANCED SERVICES  
 
R 21 Gifted and Talented  
The costs incurred to assess students for program placement and provide instructional 
services (which are guided by the state plan) beyond the basic educational program and that 
are designed to meet the needs of students in gifted and talented programs.  
 
R 22 Career and Technical  
The costs incurred to evaluate, place and provide educational and/or other services to prepare 
students for gainful employment, advanced technical training or for homemaking. This may 
include apprenticeship and job training activities.  
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R 23 Services to Students with Disabilities (Special Education)  
The costs incurred to evaluate, place and provide educational and/or other services to 
students who have Individual Educational Plans (IEP) approved by Admission, Review and 
Dismissal (ARD) committees. These plans are based on students’ disabilities and/or learning 
needs.  
 

R 24 Accelerated Education 
The costs incurred to use instructional strategies in accordance with campus/district 
improvement plans to provide services in addition to those allocated for basic services for 
instruction, thereby increasing the amount and quality of instructional time for students at 
risk of dropping out of school. 
 

FSP compensatory education expenditures are attributable to program intent code 24, 
Accelerated Education, only if the expenditures are supplemental. Activities reflected in 
expenditures attributable to FSP compensatory education are those activities that supplement 
the regular education program for students at risk of dropping out of school.  
As a goal, accelerated education seeks to provide a challenging and meaningful instructional 
program to close the achievement gap between children at risk of dropping out of school and 
their peers.  
 
As a goal, accelerated education seeks to provide a challenging and meaningful instructional 
program to close the achievement gap between children at risk of dropping out of school and 
their peers.  
 
R 25 Bilingual Education and Special Language Programs  
The costs incurred to evaluate, place and provide educational and/or other services that are 
intended to make the students proficient in the English language, primary language literacy, 
composition and academic language related to required courses.  
 
These services include the bilingual basic program of instruction and special assistance to 
increase cognitive academic language proficiencies in English.  
 

R 26 Nondisciplinary Alternative Education Programs - AEP Services (Effective 
September 1, 2004)  
All costs incurred services to students who are separated from the regular classroom to a 
nondisciplinary alternative education program and are at risk of dropping out of school. 
Services must be described in the campus improvement plan.  
 
R 28 Disciplinary Alternative Education Program – DAEP Basic Services  
All costs incurred to provide the base line program (nonsupplemental) services to students 
who are separated from the regular classroom to a disciplinary alternative education program. 
For the purpose of analyzing compliance with the 85% minimum expenditure rule for the 
FSP compensatory education allotment for each fiscal year (beginning with fiscal year 2003 
or beginning with the twelve month period ended on June 30, 2003 or August 31, 2003), the 
Texas Education Agency will include in its analysis base level costs recorded under this 
program intent code in an amount up to 18% of the FSP compensatory education allotment. 
(See Section 9.3.7, Module Nine for methodology) Services must be described in the campus 
improvement plan.  
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R 29 Disciplinary Alternative Education Program – DAEP State Compensatory 
Education Supplemental Costs  
The supplemental costs incurred to provide services to students who are separated from the 
regular classroom to a disciplinary alternative education program. These costs are 
supplemental costs in relation to standards for base level education resource allocations and 
must be described in the campus improvement plan.  
 

R 30 Title I, Part A Schoolwide Activities Related to State Compensatory Education 
(SCE) and Other Costs on Campuses with 40% or More Educationally Disadvantaged 
Students  
The SCE costs incurred to supplement federal awards for use on Title I, Part A schoolwide 
campuses with at least 40% educationally disadvantaged students (including fund code 211, ) 
in the amount of the SCE allotment used to supplement federal awards. This program intent 
code is also used in the Special Revenue Fund for fiscal budgets approved in notice of grant 
awards (NOGA) for schoolwide federal projects benefiting Title I, Part A schoolwide 
campuses with at least 40% educationally disadvantaged students.  
 

31-6X Reserved for Future State Definition 
These program intent codes are reserved for future state definition and are not to be used by 
school districts.  
 

71-8X Reserved for use by Education Service Centers 
This group of program intent codes is reserved for use by education service centers to 
provide special accountability in areas such as bus driver training and driver education. These 
codes are not to be used by school districts.  
 

9X OTHER 
 

R 91 Athletics and Related Activities  
The costs incurred to provide for participation in competitive athletic activities such as 
football, basketball, golf, swimming, wrestling, gymnastics, baseball, tennis, track, 
volleyball, etc. This includes costs associated with coaching as well as sponsors for drill 
team, cheerleaders, pep squad or any other organized activity to support athletics. However, 
this does not include band.  
 

R 99 Undistributed  
All charges which are not readily distributed to program intent codes are classified here. 
Program intent code 99 may be used when recording substitute teachers and on-behalf 
teacher retirement payments in all function codes. This code may be used for costs not clearly 
attributable to a specific program intent.  
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Optional Code 3 
 
This account group/category code is used, at the option of the school district, to provide more 
detailed accountability at the local level, if needed for management purposes. This code is not 
reported through PEIMS and may be used for any purpose that the school district chooses. 
The following page suggests a use for the code; however the suggested used should not be 
construed as mandatory. The school district may use the code in any manner. 
 
 
Optional Codes 4 and 5 
 

These codes are used, at the option of the school district to provide local option coding as 
needed or desired. A chart of locally assigned accounts should be kept for managerial, 
auditing and other purposes.  
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Forney Independent School District 
 
 

Glossary of Terms 
 

 
 
The following explanations of terms are presented to aid in understanding the narrative 
discussions and illustrations included in this text and the terminology generally used in 
governmental accounting, auditing, financial reporting and budgeting. Because this 
glossary is reprinted from the Government Finance Association’s Governmental 
Accounting and Financial Reporting, the terms and explanations have not been modified 
to reflect specific Texas school district issues, etc. Synonyms for specific terms also may 
be presented in this appendix. In such instances, the abbreviation "syn." is used before the 
term. 

ACCOUNTABILITY. Being obliged to explain one’s actions, to justify what 
one does. Accountability requires governments to answer to the citizenry—to 
justify the raising of public resources and the purposes for which they are used. 
Governmental accountability is based on the belief that the citizenry has a “right 
to know,” a right to receive openly declared facts that may lead to public debate 
by the citizens and their elected representatives. [SGAC1] 

ACCOUNTING PRINCIPLES BOARD (APB). Authoritative private-sector 
standard-setting body that preceded the FASB. The APB issued guidance in the 
form of Opinions. 

ACCOUNTING STANDARDS EXECUTIVE COMMITTEE (AcSEC). An 
AICPA committee that is authorized to issue Practice Bulletins. A Practice 
Bulletin specifically targeted to state and local governments and cleared by the 
GASB would enjoy “level 2” status on the hierarchy of authoritative sources of 
GAAP established by SAS No. 69, The Meaning of “Present Fairly in Conformity 
with Generally Accepted Accounting Principles” in the Independent Auditor’s 
Report. 

ACCRUAL BASIS OF ACCOUNTING. A method of accounting that 
recognizes the financial effect of transactions, events, and interfund activities 
when they occur, regardless of the timing of related cash flows.  
 

ACQUISITION COSTS. Term used in connection with public-entity risk pools. 
Costs that vary with and are primarily related to the acquisition of new and 
renewal contracts. Commissions and other costs (e.g., salaries of certain 
employees involved in the underwriting and policy issue functions, and inspection 
fees) that are primarily related to contracts issued or renewed during the period in 
which the costs are incurred are considered to be acquisition costs [SGAS 10]  
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ACTIVITY. A specific and distinguishable service performed by one or more 
organizational components of a government to accomplish a function for which 
the government is responsible (e.g., police is an activity within the public safety 
function). 

ACTUARIAL ACCRUED LIABILITY. Term used in connection with defined 
benefit pension plans. That portion, as determined by a particular actuarial cost 
method, of the actuarial present value of pension plan benefits and expenses 
which is not provided for by future normal costs. [SGAS 25] 

ACTUARIAL ASSUMPTIONS. Term used in connection with defined benefit 
pension plans. Assumptions as to the occurrence of future events affecting 
pension costs, such as: mortality, withdrawal, disablement and retirement; 
changes in compensation and government-provided pension benefits; rates of 
investment earnings and asset appreciation or depreciation; procedures used to 
determine the actuarial value of assets; characteristics of future entrants for open 
group actuarial cost methods; and other relevant items. [SGAS 25] 

ACTUARIAL COST METHOD. Term used in connection with defined benefit 
pension plans. A procedure for determining the actuarial present value of pension 
plan benefits and expenses and for developing an actuarially equivalent allocation 
of such value to time periods, usually in the form of a normal cost and an actuarial 
accrued liability. [SGAS 25]. 

ACTUARIAL SECTION. One of five sections of a comprehensive annual 
financial report of a public employee retirement system. The contents of this 
section typically include the actuary’s certification letter, a summary of actuarial 
assumptions and methods, a schedule of active member valuation data, a schedule 
of retirants and beneficiaries added to and removed from rolls, a solvency test, an 
analysis of financial experience, an independent actuarial review opinion (if 
available), and a discussion of changes in plan provisions (if the plan has been 
amended).  
 

ACTUARIAL VALUE OF ASSETS. Term used in connection with defined 
benefit pension plans. The value of cash, investments, and other property 
belonging to a pension plan, as used by the actuary for the purpose of an actuarial 
valuation. The actuarial value of assets, which may represent an average value 
over time, normally differs from the amount reported in the financial statements, 
which is a point-in-time measure (i.e., as of the date of the statement of net 
assets). [SGAS 25]  
 

ADDITIONS. Term used to describe increases in the net assets of fiduciary 
funds.  
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ADVANCE REFUNDING. A transaction in which new debt is issued to provide 
monies to pay interest on old, outstanding debt as it becomes due, and to pay the 
principal on the old debt either as it matures or at an earlier call date. An advance 
refunding occurs before the maturity or call date of the old debt, and the proceeds 
of the new debt are invested until the maturity or call date of the old debt. Most 
advance refundings result in defeasance of debt. [SGAS 7]  
 

ADVERSE OPINION. Term used in connection with auditing. Conclusion in the 
independent auditor’s report that financial statements are not fairly presented. 

AGENCY FUNDS. One of four types of fiduciary funds. Agency funds are used 
to report resources held by the reporting government in a purely custodial 
capacity (assets equal liabilities). Agency funds typically involve only the receipt, 
temporary investment, and remittance of fiduciary resources to individuals, 
private organizations or other governments. [SGAS 34] 

AGENT MULTIPLE-EMPLOYER DEFINED BENEFIT PENSION PLAN. 
An aggregation of single-employer plans, with pooled administrative and 
investment functions. Separate accounts are maintained for each employer so that 
the employer’s contributions provide benefits only for the employees of that 
employer. A separate actuarial valuation is performed for each individual 
employer’s plan to determine the employer’s periodic contribution rate and other 
information for the individual plan, based on the benefit formula selected by the 
employer and the individual plan’s proportionate share of the pooled assets. The 
results of the individual valuations are aggregated at the administrative level. 
[SGAS 27] 

AGGREGATE ACTUARIAL COST METHOD. Term used in connection 
with defined benefit pension plans. A method under which the excess of the 
actuarial present value of projected benefits of the group included in an actuarial 
valuation over the actuarial value of assets is allocated on a level basis over the 
earnings or service of the group between the valuation date and assumed exit. 
This allocation is performed for the group as a whole, not as a sum of individual 
allocations. That portion of the actuarial present value allocated to a valuation 
year is called the normal cost. The actuarial accrued liability is equal to the 
actuarial value of assets. [SGAS 25] 

ALLOCATED CLAIMS ADJUSTMENT EXPENSES. Term used in 
connection with risk financing activities. Expenses associated directly with 
specific claims paid or in the process of settlement, such as legal and adjusters’ 
fees. [SGAS 10] 

ALLOTMENT. Portion of an annual or biennial budget appropriation allocated 
to an interim period. 
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ANALYTICAL REVIEW. Term used in connection with auditing. The process 
of attempting to determine the reasonableness of financial data by comparing their 
behavior with other financial and nonfinancial data. 

ANNUAL COVERED PAYROLL. Term used in connection with defined 
benefit pension plans. All elements included in annual compensation paid to 
active employees on which contributions to a pension plan are based. [SGAS 27] 

ANNUAL REQUIRED CONTRIBUTION (ARC). Term used in connection 
with defined benefit pension plans. The employer’s mandated contribution for the 
year, calculated in accordance with certain parameters. The parameters include 
requirements for the frequency and timing of actuarial valuations as well as for 
the actuarial methods and assumptions that are acceptable for financial reporting. 
[SGAS 27] 

APPROPRIATED BUDGET. The expenditure authority created by the 
appropriation bills or ordinances that are signed into law and related estimated 
revenues. The appropriated budget would include all reserves, transfers, 
allocations, supplemental appropriations, and other legally authorized legislative 
and executive changes. [NCGA Interpretation 10] 

ARBITRAGE. Classically, the simultaneous purchase and sale of the same or an 
equivalent security in order to profit from price discrepancies. In government 
finance, the most common occurrence of arbitrage involves the investment of the 
proceeds from the sale of tax-exempt securities in a taxable money market 
instrument that yields a higher rate, resulting in interest revenue in excess of 
interest costs. 

ASSESSED VALUATION. A valuation set upon real estate or other property by 
a government as a basis for levying taxes. 

ASSET ALLOCATION. Term used in connection with pension plans. The 
process of determining which types of investments are to be included and the 
percentages that they are to comprise in an overall investment portfolio. 

ATTAINED AGE ACTUARIAL COST METHOD. Term used in connection 
with defined benefit pension plans. A method under which the excess of the 
actuarial present value of projected benefits over the actuarial accrued liability in 
respect to each individual included in an actuarial valuation is allocated on a level 
basis over the earnings or service of the individual between the valuation date and 
assumed exit. The portion of this actuarial present value that is allocated to a 
valuation year is called the normal cost. The actuarial accrued liability is 
determined using the unit credit actuarial cost method. [SGAS 25] 
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AUDIT COMMITTEE. A group of individuals, selected by the governing body, 
having specific responsibility for addressing all issues related to the independent 
audit of the financial statements. 

AUDIT SCOPE. In the contest of a financial statement audit, the coverage 
provided by the independent auditor’s opinion on the financial statements. 

AUDITOR ROTATION. Policy that a government periodically change the 
independent auditor of its financial statements. 

AUDITOR’S REPORT ON INTERNAL CONTROLS AND COMPLIANCE 
OVER FINANCIAL REPORTING. Report issued in conjunction with a 
financial audit performed in accordance with GAGAS. In this report, the 
independent auditor reports on internal control weaknesses and instances of 
noncompliance discovered in connection with the financial audit, but does not 
offer an opinion on internal controls or compliance. 

AUDIT GUIDES. A series of AICPA publications that enjoy “level 2” status on 
the hierarchy of authoritative sources of GAAP established by SAS No. 69, The 
Meaning of “Present Fairly in Conformity with Generally Accepted Accounting 
Principles” in the Independent Auditor’s Report, when they are specific to state 
and local government and cleared by the GASB. 

AVAILABILITY CRITERION. Principle of the modified accrual basis of 
accounting according to which revenues may only be recognized when they are 
collectible within the current period or soon enough thereafter to be used to pay 
liabilities of the current period. [NCGA Statement 1] 

AVAILABILITY PERIOD. A specified period immediately following the close 
of the fiscal year by the end of which cash must be collected for related revenue to 
be recognized in accordance with the availability criterion of modified accrual 
accounting. 

BANK HOLDING COMPANY. A company that controls one or more banks 
and may own subsidiaries with operations closely related to banking. When 
branch banking was severely limited, bank holding company statutes allowed 
banking systems to develop by permitting common ownership of several banks. 
Generally, the Bank Holding Company Act provides that a holding company has 
control over a bank if it owns, controls, or holds 25 percent or more of the voting 
stock of the bank. [TB 97-1] 

BANK INVESTMENT CONTRACTS. A separate account at a financial 
institution that functions like a guaranteed investment contract. 
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BANKERS’ ACCEPTANCES. Short-term, noninterest-bearing notes sold at a 
discount and redeemed by the accepting banks at maturity for face value. 
Bankers’ acceptances generally are created based on a letter of credit issued in a 
foreign trade transaction. [SGAS 31] 

BANKING POOLS. One of four different types of public-entity risk pool. An 
arrangement by which monies are made available for pool members in the event 
of loss on a loan basis. [SGAS 10] 

BASIC FINANCIAL STATEMENTS. The minimum combination of financial 
statements and note disclosures required for fair presentation in conformity with 
GAAP. 

BASIS DIFFERENCES. Differences that arise through the employment of a 
basis of accounting for budgetary purposes that differs from the basis of 
accounting prescribed by GAAP for a given fund type. [NCGA Interpretation 10] 

BASIS OF ACCOUNTING. The timing of recognition, that is, when the effects 
of transactions or events should be recognized for financial reporting purposes. 
For example, the effects of transactions or events can be recognized on an accrual 
basis (that is, when the transactions or events take place), or on a cash basis (that 
is, when cash is received or paid). Basis of accounting is an essential par of 
measurement focus because of a particular timing of recognition is necessary to 
accomplish a particular measurement focus. [SGAS 11] 

BETTERMENT. An addition made to, or change made in, a capital asset, other 
than maintenance, to prolong its life or to increase its efficiency or capacity. The 
cost of the addition or change is added to the book value of the asset. The term 
improvement is preferred. 

BLENDING. The method of reporting the financial data of a component unit that 
presents the component unit’s balances and transactions in a manner similar to the 
presentation of the balances and transactions of the primary government. [SGAS 
14] 

BLUE BOOK. A term commonly used to designate the Government Finance 
Officers Association’s publication Governmental Accounting, Auditing, and 
Financial Reporting. 

BOND ANTICIPATION NOTE. Short-term interest-bearing note issued by a 
government in anticipation of bond proceeds to be received at a later date. The 
note is retired from proceeds of the bonds to which it is related. 

BOOK-ENTRY SYSTEM. A system that eliminates the need for physically 
transferring bearer-form paper or registering securities by using a central 
depository facility. [SGAS 3] 
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BUDGETARY BASIS OF ACCOUNTING. The method used to determine 
when revenues and expenditures are recognized for budgetary purposes. 

BUDGETARY ACCOUNTS. Special accounts used to achieve budgetary 
integration, but not reported in the general-purpose external financial statements. 
By convention, ALL CAPS commonly are used to designate budgetary accounts. 
The most common budgetary accounts are ESTIMATED REVENUES, 
APPROPRIATIONS, BUDGETARY FUND BALANCE, and 
ENCUMBRANCES. 

BUDGETARY GUIDELINES. Recommendations on budgeting issued by the 
National Advisory Council on State and Local Budgeting (NACSLB). The 
NACSLB’s budgetary guidelines are chiefly of interest to accountants because of 
the emphasis they place on performance measurement in the context of the 
budgetary process. 

BUDGETARY INTEGRATION. The management control technique by which 
the annual operating budget is recorded in the general ledger through the use of 
budgetary accounts. Budgetary integration is intended to facilitate control over 
revenues and expenditures during the year. 

BUDGETARY JOURNAL ENTRIES. Journal entries involving budgetary 
accounts, Budgetary journal entries arise in connection with budgetary 
integration. 

BUDGETARY REPORTING. The requirement to present budget-to-actual 
comparisons in connection with general purpose external financial reporting. 
Budgetary reporting is required in connection with the basic financial statements 
for both the general fund and individual major special revenue funds with legally 
adopted annual budgets. Budgetary reporting also is required within the 
comprehensive annual financial report to demonstrate compliance at the legal 
level of control for all governmental funds with legally adopted annual budgets. 

BUSINESS-TYPE ACTIVITIES. One of two classes of activities reported in 
the government-wide financial statements. Business-type activities are financed in 
whole or in part by fees charged to external parties for goods or services. These 
activities are usually reported in enterprise funds. [SGAS 34] 

CALL OPTIONS. A contract giving the buyer (owner) the right, but not the 
obligation, to purchase from (call option) the seller (writer) of the contract a fixed 
number of items (such as shares of equity securities) at a fixed or determinable 
“strike” price on a given date or at any time on or before a given date. [SGAS 31] 
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CAPITAL AND RELATED FINANCING ACTIVITIES. Term used in 
connection with cash flows reporting. Capital and related financing activities 
include (a) acquiring and disposing of capital assets used in providing services or 
producing goods, (b) borrowing money for acquiring, constructing, or improving 
capital assets and repaying the amounts borrowed, including interest, and (c) 
paying for capital assets obtained from vendors on credit. [SGAS 9] 

CAPITAL ASSETS. Land, improvements to land, easements, buildings, building 
improvements, vehicles, machinery, equipment, works of art and historical 
treasures, infrastructure, and all other tangible or intangible assets that are used in 
operations and that have initial useful lives extending beyond a single reporting 
period. [SGAS 34] 

CAPITAL PROJECTS FUND. Fund type used to account for financial 
resources to be used for the acquisition or construction of major capital facilities 
(other than those financed by proprietary funds and trust funds.) [NCGA 
Statement 1] 

CAPITALIZATION CONTRIBUTION. Term used in connection with public-
entity risk pools. A contribution to meet initial or ongoing capital minimums 
established by statute, regulation, or the pooling agreement itself. Capitalization 
contributions generally take the form of cash. [IGAS 4] 

CAPITALIZATION THRESHOLD. The dollar value at which a government 
elects to capitalize tangible or intangible assets that are used in operations and that 
have initial useful lives extending beyond a single reporting period. 

CAPPING. Term used in connection with municipal solid-waste landfills 
(MSWLF). The cost of final cover expected to be applied near or after the date 
that the MSWLF stops accepting solid waste. [SGAS 18] 

CASH. The term, as used in connection with cash flows reporting, includes not 
only currency on hand, but also demand deposits with banks or other financial 
institutions. Cash also includes deposits in other kinds of accounts or cash 
management pools that have the general characteristics of demand deposit 
accounts in that the governmental enterprise may deposit additional cash at any 
time and also effectively may withdraw cash at any time without prior notice or 
penalty. [SGAS 9] 

CASH BASIS OF ACCOUNTING. Basis of accounting that recognizes 
transactions or events when related cash amounts are received or disbursed. 
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CASH EQUIVALENT. Term used in connection with cash flows reporting. 
Short-term, highly liquid investments that are both (a) readily convertible to 
known amounts of cash and (b) so near their maturity that they present 
insignificant risk of changes in value because of changes in interest rates. 
Generally, only investments with original maturities of three months or less meet 
this definition. For this purpose “original maturity” means the original maturity to 
the entity holding the investment. [SGAS 9] 

CEDED PREMIUMS/CLAIMS COSTS. Terms used in connection with 
public-entity risk pools. Ceded premiums are those transferred to another 
enterprise in connection with a reinsurance arrangement. Ceded claims costs are 
those transferred to another enterprise through reinsurance. 

CERTIFICATE OF ACHIEVEMENT FOR EXCELLENCE IN 
FINANCIAL REPORTING PROGRAM. Program sponsored by the 
Government Finance Officers Association to encourage and assist state and local 
governments to prepare high-quality comprehensive annual financial reports. The 
program has been in continuous operation since 1946. The program originally was 
known as the Certificate of Conformance Program.  

CHARACTER CLASSIFICATION. Expenditure classification according to the 
periods expenditures are presumed to benefit. The four character groupings are (a) 
current operating expenditures, presumed to benefit the current fiscal period; (b) 
debt service, presumed to benefit prior fiscal periods as well as current and future 
periods; (c) capital outlays, presumed to benefit the current and future fiscal 
periods, and (d) intergovernmental, when one government transfers resources to 
another. 

CLAIMS-MADE POLICY. Term used in connection with public-entity risk 
pools. A type of policy that covers losses from claims asserted (reported or filed) 
against the policyholder during the policy period, regardless of whether the 
liability-imposing events occurred during the current or any previous period in 
which the policyholder was insured under the claims-made contract or other 
specified period before the policy period (the policy retroactive date). [SGAS 10] 

CLAIMS-SERVICING POOL. One of four different types of public entity risk 
pools. An arrangement by which a pool manages separate accounts for each pool 
member from which the losses of that member are paid. Also referred to as 
“account pool.” [SGAS 10] 

CLASSIFIED PRESENTATION. The separate presentation on the statement of 
position of the current and long-term portions of assets and liabilities. A classified 
presentation is required for the proprietary fund statement of net assets. 
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CLOSED AMORTIZATION PERIOD. Term used in connection with the 
unfunded actuarial accrued liability associated with defined benefit pension plans. 
A specific number of years that is counted from one date and, therefore, declines 
to zero with the passage of time. For example, if the amortization period is 
initially 30 years on a closed basis, 29 years remain after the first year, 28 years 
after the second year, and so forth. [SGAS 25] 

CLOSED-END MUTUAL FUND. An SEC-registered investment company that 
issues a limited number of shares to investors that are then traded as an equity 
security on a stock exchange. [SGAS 31] 

COLLATERAL. Term used in connection with deposits with financial 
institutions. Security pledged by a financial institution to a governmental entity 
for its deposit. [SGAS 3] 

COLLATERAL POOL. A single financial institution collateral pool is a group 
of securities pledged by a single financial institution against all the public deposits 
it holds. A multiple financial institution collateral pool is a group of securities 
pledged by various financial institutions to provide common collateral for their 
deposits of public funds. In such a collateral pool, the assets of the pool and the 
power to make additional assessments against the members of the pool, if 
necessary, insure there will be no loss of public funds because of the default of a 
member. [SGAS 3] 

COMBINING FINANCIAL STATEMENTS. Financial statements that report 
separate columns for individual funds or component units. Combining financial 
statements normally are required in a comprehensive annual financial report to 
support each column in the basic financial statements that aggregates information 
from more than one fund or component unit. 

COMMERCIAL PAPER. An unsecured short-term promissory note issued by 
corporations, with maturities ranging from 2 to 270 days. 

COMMITTEE ON ACCOUNTING PROCEDURE (CAP). Authoritative 
private-sector standard-setting body that preceded the Accounting Principles 
Board and the FASB. The CAP issued guidance in the form of Accounting 
Research Bulletins. 

COMMODITIES PROGRAMS. The distribution of surplus agricultural 
products as a form of assistance. 

COMPARABILITY. The principle according to which differences between 
financial reports should be due to substantive differences in the underlying 
transactions or the governmental structure rather than due to selection of different 
alternatives in accounting procedures or practices. [SGAC 1] 
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COMPARATIVE DATA. Information from prior fiscal periods provided to 
enhance the analysis of financial data in the current fiscal period. 

COMPARATIVE FINANCIAL STATEMENTS. Financial statements 
providing all of the information required by GAAP for two or more fiscal periods. 

COMPLIANCE SUPPLEMENT. Term used in connection with Single Audits. 
A publication of the U.S. Office of Management and Budget outlining compliance 
requirements for federal awards programs. The publication is designed to assist 
independent auditors performing Single Audits. 

COMPONENT UNIT. A legally separate organization for which the elected 
officials of the primary government are financially accountable. In addition, 
component units can be other organizations for which the nature and significance 
of their relationship with a primary government are such that exclusion would 
cause the reporting entity’s financial statements to be misleading or incomplete. 
[SGAS 14] 

COMPOSITE DEPRECIATION METHODS. Depreciation methods applied 
to groups of assets rather than to individual assets. 

COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR). A financial 
report that encompasses all funds and component units of the government. The 
CAFR should contain (a) the basic financial statements and required 
supplementary information, (b) combining statements to support columns in the 
basic financial statements that aggregate information from more than one fund or 
component unit, and (c) individual fund statements as needed. The CAFR is the 
governmental unit’s official annual report and also should contain introductory 
information, schedules necessary to demonstrate compliance with finance-related 
legal and contractual provisions, and statistical data. The CAFR of a public 
employee retirement system or an investment pool also should provide 
information on investments. Likewise, the CAFR of a public employee retirement 
system should provide actuarial information. 

COMPREHENSIVE FRAMEWORK OF INTERNAL CONTROLS. A 
structure of internal controls that provides for (a) a favorable control environment, 
(b) the continuing assessment of risk, (c) the design, implementation, and 
maintenance of effective control-related policies and procedures, (d) the effective 
communication of information, and (e) the ongoing monitoring of the 
effectiveness of control-related policies and procedures as well as the resolution 
of potential problems identified by controls. 
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CONDENSED FINANCIAL STATEMENTS. Abbreviated financial statements 
sometimes required by GAAP to be presented within the notes to the financial 
statements in connection with component units, external investment pools, and 
segments. In addition, GAAP prescribe the presentation of condensed financial 
information for the prior fiscal year as part of management’s discussion and 
analysis. 

CONDUIT DEBT. Certain limited-obligation revenue bonds, certificates of 
participation, or similar debt instruments issued by a state or local governmental 
entity for the express purpose of providing capital financing for a specific third 
party that is not a part of the issuer’s financial reporting entity. Although conduit 
debt obligations bear the name of the governmental issuer, the issuer has no 
obligation for such debt beyond the resources provided by a lease or loan with the 
third party on whose behalf they are issued. [IGAS 2] 

CONNECTION FEES. Fees charged to join or to extend an existing utility 
system. Often referred to as tap fees or system development fees. 

CONSISTENCY. The principle according to which once an accounting principle 
or reporting method is adopted, it will be used for all similar transactions and 
events. The concept of consistency in financial reporting extends to many areas 
such as valuation methods, basis of accounting, and determination of the financial 
reporting entity. [SGAC 1] 

CONTROL CYCLE. Term used in connection with the evaluation of internal 
controls. A series of logically connected transactions/processes and associated 
control-related policies and procedures. 

COST-REIMBURSEMENT BASIS. Term used in connection with internal 
service funds. The setting of charges so that costs are systematically recovered on 
a break-even basis over time. 

COST-SHARING MULTIPLE-EMPLOYER DEFINED BENEFIT 
PENSION PLAN. A single plan with pooling (cost-sharing) arrangements for the 
participating employers. All risks, rewards, and costs, including benefit costs, are 
shared and are not attributed individually to the employers. A single actuarial 
valuation covers all plan members and the same contribution rate(s) applies for 
each employer. [SGAS 25] 

COUNTERPARTY. Term used in connection with custodial credit risk. Another 
party to a transaction. In the case of deposits and investments made by 
governmental entities, a counterparty could be the issuer of security, a financial 
institution holding a deposit, a broker-dealer selling securities, or a third party 
holding securities or collateral. [SGAS 3] 
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CROSSOVER REFUNDING. A type of advance refunding in which the escrow 
established with the proceeds of the refunding bonds only begins to secure 
repayment of the refunded debt at some designated future time, known as the 
“crossover date”. 

CURRENT COSTS. Term used in connection with municipal solid-waste 
landfills. The amount that would be paid if all equipment, facilities, and services 
included in the estimate of closure and postclosure care costs were acquired 
during the current period. [SGAS 18] 

CURRENT FINANCIAL RESOURCES MEASUREMENT FOCUS. 
Measurement focus according to which the aim of a set of financial statements is 
to report the near-term (current) inflows, outflows, and balances of expendable 
(spendable) financial resources. The current financial resources measurement 
focus is unique to accounting and financial reporting for state and local 
governments and used solely for reporting the financial position and results of 
operations of governmental funds. 

CURRENT REFUNDING. A refunding transaction in which the proceeds of the 
refunding debt are applied immediately to redeem the debt to be refunded. This 
situation differs from an advance refunding, where the proceeds of the refunding 
bonds are placed in escrow pending the call date or maturity of the debt to be 
refunded. 

CUSTODIAL CREDIT RISK. The risk that a government will not be able (a) to 
recover deposits if the depository financial institution fails or (b) to recover the 
value of investment or collateral securities that are in the possession of an outside 
party if the counterparty to the investment or deposit transaction fails. [SGAS 3, 
Q&A] 

DEBT SERVICE FUND. Governmental fund type used to account for the 
accumulation of resources for, and the payment of, general long-term debt 
principal and interest. [NCGA statement 1] 

DEDUCTION. Term used in connection with fiduciary funds. Decrease in the 
net assets of a fiduciary fund. 

DEFEASANCE. In financial reporting, the netting of outstanding liabilities and 
related assets on the statement of position. Defeased debt is no longer reported as 
a liability on the face of the statement of position; only the new debt, if any, is 
reported as a liability. Most refundings result in the defeasance of the refunded 
debt. Defeasance also is sometimes encountered in conjunction with annuity 
contracts purchased in connection with lottery prizes and settlements of claims 
and judgments. 
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DEFERRED REVENUE. Resource inflows that do not yet meet the criteria for 
revenue recognition. Unearned amounts are always reported as deferred revenue. 
In governmental funds, earned amounts also are reported as deferred revenue until 
they are available to liquidate liabilities of the current period. 

DEFINED BENEFIT PENSION PLAN. A pension plan having terms that 
specify the amount of pension benefits to be provided at a future date or after a 
certain period time; the amount of specified usually is a function of one or more 
factors such as age, years of service, and compensation. [SGAS 25] 

DEFINED CONTRIBUTION PENSION PLAN. A pension plan having terms 
that specify how contributions to a plan member’s account are to be determined, 
rather than the amount of retirement income the member is to receive. The 
amounts received by a member will depend only on the amount contributed to the 
member’s account, earnings on investments of those contributions, and forfeitures 
of contributions made for other members that may be allocated to the member’s 
account. [SGAS 25] 

DEMAND BONDS. Long-term debt issuances with demand (“put”) provisions 
that require the issuer to repurchase the bonds upon notice from the bondholder at 
a price equal to the principal plus accrued interest. To assure its ability to redeem 
the bonds, issuers of demand bonds frequently enter into short-term standby 
liquidity agreements and long-term “take out” agreements. [IGAS 1] 

DERIVATIVE. Contract whose value depends on, or derives from, the value of 
an underlying asset, reference rate, or index. The term also is applied to similar 
transactions, such as structured financial instruments (for example, mortgage-
backed securities). [TB 94-1] 

DERIVED TAX REVENUES. Nonexchange revenues that result from 
assessments imposed on exchange transactions (for example, income taxes, sales 
taxes, and other assessments on earnings or consumption). [SGAS 33] 

DESIGNATED UNRESERVED FUND BALANCE. Management’s intended 
use of available expendable financial resources in governmental funds reflecting 
actual plans approved by the government’s senior management. Expressed 
another way, designations reflect a government’s self-imposed limitations on the 
use of otherwise available expendable financial resources in governmental funds. 

DEVELOPER FEES. Fees charged to developers to cover, in whole or in part, 
the anticipated cost of improvements that will be necessary as a result of the 
development (e.g., parks, sidewalks). 

DIRECT COSTING. Term used in connection with the valuation of capital 
assets. Use of source data (e.g., invoices) to establish the historical cost of a 
capital asset. 
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DIRECT DEBT. Debt that is to be repaid by the reporting government itself 
rather than by an overlapping or underlying government. 

DIRECT EXPENSE. Expense that is specifically associated with a service, 
program, or department and, thus, is clearly identifiable to a particular function. 
[SGAS 34] 

DISALLOWED COSTS. Claims for grantor resources that have been rejected 
by the grantor. Disallowed costs are to be distinguished from questioned costs, 
which are potential disallowed costs that have not yet been rejected by the 
grantor. 

DISCRETE PRESENTATION. Method of reporting financial data of 
component units in a column or columns separate from the financial data of the 
primary government. [SGAS 14] 

DISCUSSION MEMORANDUM. A due-process document issued by the 
GASB soliciting comments from interested parties on various aspects of a 
technical issue that is the subject of research by the board. 

DUE PROCESS. The procedures followed by the GASB to ensure that the views 
of all interested parties are solicited and considered prior to issuing an 
authoritative pronouncement At a minimum, due process requires that all 
statements and interpretations be preceded by an exposure draft. 

EARLY RECOGNITION OPTION. Term used in connection with debt service 
funds. The option to recognize an expenditure in the current period in a debt 
service fund for principal and interest payments due early in the subsequent 
period. This option is available only in situations involving the nondiscretionary 
transfer of resources to a debt service fund in the current period for payments due 
shortly after the end of the fiscal year (i.e., usually within one to several days, and 
never more than one month later).  
 

ECONOMIC RESOURCES MEASUREMENT FOCUS. Measurement focus 
under which the aim of a set of financial statements is to report all inflows, 
outflows, and balances affecting or reflecting an entity’s net assets. The economic 
resources measurement focus is used for proprietary and fiduciary funds, as well 
as for government-wide financial reporting. It also is used by business enterprises 
and not-for-profit organizations in the private sector. 

EFFECTIVENESS. Term used in connection with the evaluation of internal 
controls and performance measurement. The degree to which an entity, program, 
or procedure is successful at achieving its goals and objectives. 
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EFFICIENCY. Term used in connection with the evaluation of internal controls 
and performance measurement. The degree to which an entity, program, or 
procedure is successful at achieving its goals and objectives with the least use of 
scarce resources. Efficiency necessarily presupposes effectiveness. 

ELIGIBILITY REQUIREMENTS. Term used in connection with government-
mandated and voluntary nonexchange transactions. Conditions established by the 
provider of resources stipulating matters such as the qualifying characteristics of 
recipients, time requirements, allowable costs, and other contingencies. [SGAS 
33] 

EMERGING ISSUES TASK FORCE. Group established under the auspices of 
an authoritative standard-setting body and authorized to publish consensus 
positions on technical issues not specifically addressed by that body. The GASB 
has not established an emerging issues task force, although it is empowered to do 
so. 

ENCUMBRANCES. Commitments related to unperformed (executory) contracts 
for goods or services. [NCGA Statement 1] 

ENTERPRISE FUND. Proprietary fund type used to report an activity for which 
a fee is charged to external users for goods or services. [SGAS 34] 

ENTITY DIFFERENCES. A difference between the budgetary basis of 
accounting and GAAP arising because the appropriated budget either includes or 
excludes organizations, programs, activities, and functions which may or may not 
be compatible with the criteria defining the governmental reporting entity. 
[NCGA Interpretation 10] 

ENTRY AGE ACTUARIAL COST METHOD. Term used in connection with 
defined benefit pension plans. A method under which the actuarial present value 
of the projected benefits of each individual included in an actuarial valuation is 
allocated on a level basis over the earnings or service of the individual between 
entry age and assumed exit age(s). The portion of this actuarial present value 
allocated to a valuation year is called the normal cost. The portion of this actuarial 
present value not provided for at a valuation date by the actuarial present value of 
future normal costs is called the actuarial accrued liability. [SGAS 25] 

EQUIVALENT SINGLE AMORTIZATION PERIOD. The weighted average 
of all amortization periods used when components of the total unfunded actuarial 
accrued liability are separately amortized and the average is calculated in 
accordance with the parameters. [SGAS 25] 
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ESCHEAT. The reversion of property to a governmental entity in the absence of 
legal claimants or heirs. The laws of many governmental entities provide that a 
rightful owner or heir can reclaim escheat property in perpetuity, provided the 
claimant can establish his or her right to the property. [SGAS 21] 

ETHICS RULE 202. Ethics rule established by the AICPA that places upon 
auditors the burden of proof for justifying any material departures from the 
guidance found on levels 2, 3, or 4 of the GAAP hierarchy. 

ETHICS RULE 203. Ethics rule established by the AICPA that makes it an 
ethical violation for an auditor to state that financial statements are “fairly 
presented in conformity with GAAP” if those statements materially violate 
standards issued by the FASB, the GASB, or the Federal Accounting Standards 
Advisory Board. A special exception applies when unusual circumstances would 
make the application of an authoritative standard misleading. 

EXCHANGE TRANSACTIONS. Transaction in which each party receives and 
gives up essentially equal values. [SGAS 33] 

EXCHANGE-LIKE TRANSACTION. Transaction in which there is an 
identifiable exchange between the reporting government and another party, but 
the values exchanged may not be quite equal or the direct benefits of the exchange 
may not be exclusively for the parties to the exchange. Examples include certain 
fees for regulatory or professional licenses and permits, certain tap fees, certain 
developer contributions, certain grants and donations, and other transactions that, 
regardless of the label applied to them, are based on an exchange of similar but 
not equal values. [SGAS 33] 

EXPENDITURE-DRIVEN GRANTS. Government-mandated or voluntary 
nonexchange transactions in which expenditure is the prime factor for 
determining eligibility. Also referred to as reimbursement grants. 

EXPENDITURE. Decreases in net financial resources under the current financial 
resources measurement focus not properly classified as other financing uses. 

EXPLICIT MEASURABLE EQUITY INTEREST. Term used in connection 
with joint ventures. Asset resulting from a stipulation in the joint venture 
agreement that the participants have a present or future claim to the net resources 
of the joint venture and setting forth the method to determine the participants’ 
shares of the joint venture’s net resources. [SGAS 14] 

EXPOSURE DRAFT. A due-process document issued by the GASB soliciting 
comments from interested parties on a proposed authoritative pronouncement. 

EXTERNAL AUDITORS. Independent auditors, typically engaged to conduct 
the audit of a government’s financial statements. 
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FAIR VALUE. Term used in connection with the valuation of investments. The 
amount at which a financial instrument could be exchanged in a current 
transaction between willing parties, other than in a forced or liquidation sale. 
[SGAS 31] 

FEDERAL ACCOUNTING STANDARDS ADVISORY BOARD. 
Authoritative standard-setting body responsible for establishing GAAP for the 
federal government. 

FIDUCIARY FUNDS. Funds used to report assets held in a trustee or agency 
capacity for others and which therefore cannot be used to support the 
government’s own programs. The fiduciary fund category includes pension (and 
other employee benefit) trust funds, investment trust funds, private-purpose trust 
funds, and agency funds. [SGAS 34] 

FINAL AMENDED BUDGET. Term used in connection with budgetary 
reporting. The original budget adjusted by all reserves, transfers, allocations, 
supplemental appropriations, and other legally authorized legislative and 
executive changes applicable to the fiscal year, whenever signed into law or 
otherwise legally authorized. [SGAS 34] 

FINANCIAL ACCOUNTABILITY. Term used in connection with the 
definition of the financial reporting entity. The level of accountability that exists 
if a primary government appoints a voting majority of an organization’s 
governing board and is either able to impose its will on that organization or there 
is a potential for the organization to provide specific financial benefits to, or 
impose specific financial burdens on, the primary government. A primary 
government may also be financially accountable for governmental organizations 
with a separately elected governing board, a governing board appointed by 
another government, or a jointly appointed board that is fiscally dependent on the 
primary government. [SGAS 14] 

FINANCIAL ACCOUNTING FOUNDATION (FAF). Not-for-profit 
organization responsible for overseeing the operations of both the GASB and the 
FASB. 

FINANCIAL ACCOUNTING STANDARDS ADVISORY COUNCIL 
(FASAC). Advisory group that assists the FASB. The FASAC includes 
representatives of all of the FASB’s major constituents. 

FINANCIAL ACCOUNTING STANDARDS BOARD (FASB). The 
authoritative accounting and financial reporting standard-setting body for business 
enterprises and not-for-profit organizations. The FASB is the direct successor of 
the Committee on Accounting Procedure and the Accounting Principles Board. 
The GASB and its predecessors have elected to apply a number of the FASB’s 
standards, as well as those of its predecessors, to state and local governments. 
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FINANCIAL AUDITS. Audits designed to provide independent assurance of the 
fair presentation of financial information. 

FINANCIAL REPORTING ENTITY. A primary government, organizations 
for which the primary government is financially accountable, and other 
organizations for which the nature and significance of their relationship with the 
primary government are such that exclusion would cause the reporting entity’s 
financial statements to be misleading or incomplete. The nucleus of a financial 
reporting entity usually is a primary government. However, a governmental 
organization other than a primary government (such as a component unit, a joint 
venture, a jointly governed organization, or other stand-alone government) serves 
as the nucleus for its own reporting entity when it issues separate financial 
statements. 

FINANCIAL RESOURCES. Resources that are or will become available for 
spending. Financial resources include cash and resources ordinarily expected to 
be converted to cash (e.g., receivables, investments). Financial resources also may 
include inventories and prepaids (because they obviate the need to expend current 
available financial resources). 

FINANCIAL SECTION. One of the three basic sections of a comprehensive 
annual financial report. The financial section is used to present the independent 
auditor’s report on the financial statements, the basic financial statements 
(including the notes to the financial statements), required supplementary 
information, combining statements, individual fund statements and schedules, and 
supplementary information, as needed. 

FINDING. Term used in connection with public-sector auditing. Published 
communication of an internal control weaknesses or instance of noncompliance in 
connection with an audit conducted in accordance with GAGAS. 

FISCAL ACCOUNTABILITY. The responsibility of governments to justify 
that their actions in the current period have complied with public decisions 
concerning the raising and spending of public monies in the short term (usually 
one budgetary cycle or one year). This term is used in contrast to operational 
accountability. [SGAS 34] 

FISCAL DEPENDENCE. Term used in connection with the definition of the 
financial reporting entity. Situation requiring the inclusion of a legally separate 
entity as a component unit within the financial reporting entity because the 
governing board of the primary government may arbitrarily override the financial 
decisions of the legally separate entity regarding (a) its budget, (b) the levying of 
taxes or the setting of rates or charges, or (c) the issuance of bonded debt. 
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FISCAL FUNDING CLAUSE. Term used in connection with capital leases. A 
clause in a lease agreement that generally provides that the lease is cancelable if 
the legislature or other funding authority does not appropriate the funds necessary 
for the government unit to fulfill its obligations under the lease agreement. 

FIVE PERCENT CRITERION. Second of two tests used to determine whether 
a given governmental fund or enterprise fund must be reported as a major fund in 
the basic financial statements. This test is applied to the combined total assets, 
liabilities, revenues or expenses/expenditures of all governmental and enterprise 
funds for which the 10 percent criterion has been met. 

FIXED BUDGETS. Term used in contrast with flexible budgets. Budgets that 
embody estimates of specific (fixed) dollar amounts. [NCGA Statement 1] 

FIXED COUPON REPURCHASE-REVERSE REPURCHASE 
AGREEMENT. A repurchase agreement or a reverse repurchase agreement 
where the parties agree that the securities returned will have the same stated 
interest rate as, and maturities similar to, the securities transferred. [SGAS 3] 

FLEXIBLE BUDGETS. Term used in contrast with fixed budgets. Budgets that 
embody dollar estimates that vary according to demand for the goods or services 
provided. [NCGA Statement 1] 

FOOD STAMPS. A federal award program that is intended to improve the diets 
of members of low-income households by increasing their ability to purchase 
food. [SGAS 24] 

FORMULA GRANTS. Government-mandated or voluntary nonexchange 
transactions involving the provision of resources based upon established criteria 
(e.g., number of full-time equivalent students) other than the incurrence of 
qualifying expenditures. 

FROZEN ENTRY AGE ACTUARIAL COST METHOD. Term used in 
connection with defined benefit pension plans. A method under which the excess 
of the actuarial present value of projected benefits of the group included in an 
actuarial valuation, over the sum of the actuarial value of assets plus the unfunded 
frozen actuarial accrued liability, is allocated on a level basis over the earnings or 
service of the group between the valuation date and assumed exit. This allocation 
is performed for the group as a whole, not as a sum of individual allocations. The 
frozen actuarial accrued liability is determined using the entry age actuarial cost 
method. The portion of this actuarial present value allocated to a valuation year is 
called the normal cost. [SGAS 25] 

FUNCTION. A group of related activities aimed at accomplishing a major 
service or regulatory program for which a government is responsible (e.g., public 
safety). 
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FUND. A fiscal and accounting entity with a self-balancing set of accounts 
recording cash and other financial resources, together with all related liabilities 
and residual equities or balances, and changes therein, that are segregated for the 
purpose of carrying on specific activities or attaining certain objectives in 
accordance with special regulations, restrictions, or limitations [NCGA Statement 
1] 

FUNDAMENTAL ANALYSIS. A method of estimating the fair value of a 
security when it is thinly traded or when quoted market prices are not available. 
Fundamental analysis considers assets, liabilities, operating statement 
performance, management, and economic environment of the issuer in estimating 
a fair value. [SGAS 31, Q&A] 

FUND BALANCE. The difference between assets and liabilities reported in a 
governmental fund. 

FUND CLASSIFICATIONS. One of the three categories (governmental, 
proprietary, and fiduciary) used to classify fund types. 

FUND FINANCIAL STATEMENTS. Basic financial statements presented on 
the basis of funds. Term used in contrast with government-wide financial 
statements. 

FUND TYPE. One of 11 classifications into which all individual funds can be 
categorized. Governmental fund types include the general fund, special revenue 
funds, debt service funds, capital projects funds, and permanent funds. Proprietary 
fund types include enterprise funds and internal service funds. Fiduciary fund 
types include pension (and other employee benefit) trust funds, investment trust 
funds, private-purpose trust funds, and agency funds. 

FUNDED MANDATE. Also known as a government-mandated nonexchange 
transaction. A situation where a government at one level provides resources to a 
government at another level and requires the recipient to use the resources for a 
specific purpose (for example, federal programs that state or local governments 
are mandated to perform). [SGAS 33] 

FUNDED RATIO. The actuarial value of assets expressed as a percentage of the 
actuarial accrued liability. [SGAS 25] 

GAAFR. The acronym for Governmental Accounting, Auditing, and Financial 
Reporting, a publication of the Government Finance Officers Association. Also 
known as the Blue Book, various editions of this book have been published since 
the mid 1930s. 
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GAAP HIERARCHY. An authoritative list of the sources of GAAP. The GAAP 
hierarchy for state and local governments is set forth in SAS No. 69, The Meaning 
of “Present Fairly in Conformity with Generally Accepted Accounting 
Principles” in the Independent Auditor’s Report. 

GENERAL ACCOUNTING OFFICE (GAO). The investigative arm of the 
U.S. Congress charged with improving the performance and accountability of the 
federal government. In the context of accounting, auditing, and financial reporting 
for state and local governments, the GAO is best known for issuing Government 
Auditing Standards, which are the source of GAGAS. 

GENERAL FUND. The general fund is one of five governmental fund types and 
typically serves as the chief operating fund of a government. The general fund is 
used to account for all financial resources except those required to be accounted 
for in another fund. [NCGA Statement 1] 

GENERAL REVENUES. All revenues that are not required to be reported as 
program revenues. All taxes, even those that are levied for a specific purpose, are 
general revenues and should be reported by type of tax—for example, sales tax, 
property tax, franchise tax, income tax. All other nontax revenues (including 
interest, grants, and contributions) that do not meet the criteria to be reported as 
program revenues should also be reported as general revenues. [SGAS 34] 

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP). The 
conventions, rules, and procedures that serve as the norm for the fair presentation 
of financial statements. The various sources of GAAP for state and local 
government are set forth by SAS No. 69, The Meaning of “Present Fairly in 
Conformity with Generally Accepted Accounting Principles” in the Independent 
Auditor’s Report. 

GENERALLY ACCEPTED AUDITING STANDARDS (GAAS). The rules 
and procedures that govern the conduct of a financial audit. There are ten basic 
GAAS classed into three broad categories: general standards, standards of 
fieldwork, and standards of reporting. The Auditing Standards Board of the 
AICPA publishes SASs and related interpretations to comment and expand upon 
these basic standards. 
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GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS 
(GAGAS). Standards for the conduct and reporting of both financial and 
performance audits in the public sector. The General Accounting Office 
promulgates GAGAS through its publication Government Auditing Standards, 
commonly known as the Yellow Book. The basic GAGAS standards are classed 
into three broad categories: general standards, fieldwork standards, and reporting 
standards. The general standards of GAGAS apply to both financial audits and 
performance audits. GAGAS establish separate fieldwork and reporting standards 
for financial audits and performance audits. The fieldwork standards and 
reporting standards used for financial audits build upon the standards of fieldwork 
and the standards of reporting of GAAS. 

GOVERNMENTAL EXTERNAL INVESTMENT POOL. An arrangement 
that commingles (pools) the monies of more than one legally separate entity and 
invests, on the participants’ behalf, in an investment portfolio (one or more of the 
participants not being part of the sponsor’s reporting entity). An external 
investment pool can be sponsored by an individual government, jointly by more 
than one government, or by a nongovernmental entity. An investment pool that is 
sponsored by an individual state or local government is an external investment 
pool if it includes participation by a legally separate entity that is not part of the 
same reporting entity as the sponsoring government. If a government-sponsored 
pool includes only the primary government and its component units, it is an 
internal investment pool and not an external investment pool. [SGAS 31] 

GOVERNMENT FINANCE OFFICERS ASSOCIATION (GFOA). An 
association of public finance professionals founded in 1906 as the Municipal 
Finance Officers Association. The GFOA has played a major role in the 
development and promotion of GAAP for state and local government since its 
inception and has sponsored the Certificate of Achievement for Excellence in 
Financial Reporting Program since 1946. 

GOVERNMENTAL ACCOUNTING STANDARDS ADVISORY COUNCIL 
(GASAC). An advisory body established to assist the GASB. The membership of 
the GASAC represents all major groups with an interest in accounting and 
financial reporting for state and local governments. 

GOVERNMENTAL ACCOUNTING STANDARDS BOARD (GASB). The 
ultimate authoritative accounting and financial reporting standard-setting body for 
state and local governments. The GASB was established in June 1984 to replace 
the NCGA. 

GOVERNMENTAL ACCOUNTING, AUDITING, AND FINANCIAL 
REPORTING (GAAFR). A publication of the Government Finance Officers 
Association. Also known as the Blue Book, various editions have been published 
since the mid 1930s. 
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GOVERNMENTAL ACTIVITIES. Activities generally financed through taxes, 
intergovernmental revenues, and other nonexchange revenues. These activities are 
usually reported in governmental funds and internal service funds. [SGAS 34] 

GOVERNMENTAL ENTITY. For accounting and financial reporting purposes, 
an entity subject to the hierarchy of GAAP applicable to state and local 
governmental units. The criteria used to distinguish governmental entities from 
nongovernmental entities are set forth in the AICPA’s Audits of State and Local 
Governmental Units. 

GOVERNMENTAL FINANCIAL REPORTING MODEL. The minimum 
combination of financial statements, note disclosures, and required supplementary 
information prescribed for state and local governments by the GASB. 

GOVERNMENTAL FUNDS. Funds generally used to account for tax-supported 
activities. There are five different types of governmental funds: the general fund, 
special revenue funds, debt service funds, capital projects funds, and permanent 
funds. 

GOVERNMENT-MANDATED NONEXCHANGE TRANSACTIONS. 
Transactions that occur when a government at one level provides resources to a 
government at another level and requires the recipient to use the resources for a 
specific purpose (for example, federal programs that state or local governments 
are mandated to perform). [SGAS 33] 

GOVERNMENT-WIDE FINANCIAL STATEMENTS. Financial statements 
that incorporate all of a government’s governmental and business-type activities, 
as well as its nonfiduciary component units. There are two basic government-wide 
financial statements: the statement of net assets and the statement of activities. 
Both basic government-wide financial statements are presented using the 
economic resources measurement focus and the accrual basis of accounting. 

GRANT ANTICIPATION NOTE. Short-term, interest-bearing note issued by a 
government in anticipation of a grant to be received at a later date. The note is 
retired from proceeds of the grant to which it is related. 

GUARANTEED INVESTMENT CONTRACT. A group annuity contract 
designed to provide guarantees of principal and interest on funds deposited with 
an insurance company for a specified period. 

IMPACT FEES. Fees charged to developers to cover, in whole or in part, the 
anticipated cost of improvements that will be necessary as a result of the 
development (e.g., parks, sidewalks). 
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IMPLEMENTATION GUIDES. Guidance on the proper implementation of 
authoritative accounting and financial reporting standards issued by the staff of 
the GASB. Implementation guides use a question-and-answer format and enjoy 
“level 4” status on the hierarchy of GAAP for state and local governments 
established by the AICPA’s SAS No. 69, The Meaning of “Present Fairly in 
Conformity with Generally Accepted Accounting Principles” in the Independent 
Auditor’s Report. 

IMPOSED NONEXCHANGE REVENUES. Revenues that result from 
assessments imposed on nongovernmental entities, including individuals, other 
than assessments on exchange transactions (for example, property taxes and 
fines). [SGAS 33] 

IMPROVEMENT. An addition made to, or change made in, a capital asset, other 
than maintenance, to prolong its life or to increase its efficiency or capacity. The 
cost of the addition or change is added to the book value of the asset. 

“IN-RELATION-TO” OPINION. An indication in the independent auditor’s 
report that the auditor does not render an opinion on the fair presentation per se of 
certain information contained in the financial report (e.g., combining and 
individual fund financial statements), but does assert that the information in 
question is fairly presented in relation to the audited financial statements. 

INCURRED BUT NOT REPORTED (IBNR) CLAIMS. Term used in 
connection with risk financing. Claims for insured events that have occurred but 
have not yet been reported to the governmental entity, public entity risk pool, 
insurer, or reinsurer as of the date of the financial statements. IBNR claims 
include (a) known loss events that are expected to be presented later as claims, (b) 
unknown loss events that are expected to become claims, and (c) expected future 
development on claims already reported. [SGAS 10] 

INDEPENDENT AUDITOR. Auditors who are independent, both in fact and 
appearance, of the entities they audit. Both GAAS and GAGAS set specific 
criteria that must be met for an auditor to be considered to be independent. 

INDEPENDENT AUDITOR’S REPORT. The official written communication 
of the results of an audit. In a financial audit, the independent auditor’s report 
typically will offer (or disclaim) an opinion on whether a set of financial 
statements is fairly presented in conformity with GAAP (or some other 
comprehensive basis of accounting). 

INDIRECT EXPENSES. Expenses that cannot be specifically associated with a 
given service, program, or department and thus, cannot be clearly associated with 
a particular functional category. [SGAS 34] 
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INDIVIDUAL INVESTMENT ACCOUNTS. An investment service provided 
by a governmental entity for other, legally separate entities that are not part of the 
same reporting entity. With individual investment accounts, specific investments 
are acquired for individual entities and the income from and changes in the value 
of those investments affect only the entity for which they were acquired. [SGAS 
31] 

INFRASTRUCTURE. Long-lived capital assets that normally are stationary in 
nature and normally can be preserved for a significantly greater number of years 
than most capital assets. Examples of infrastructure assets include roads, bridges, 
tunnels, drainage systems, water and sewer systems, dams, and lighting systems. 
[SGAS 34] 

IN-SUBSTANCE DEFEASANCE OF DEBT. A situation that occurs when 
debt is considered defeased for accounting and financial reporting purposes, even 
though a legal defeasance has not occurred. When debt is defeased, it is no longer 
reported as a liability on the face of the statement of position; only the new debt, 
if any, is reported as a liability. [SGAS 7] 

INSURED DEFINED BENEFIT PENSION PLAN. A pension financing 
arrangement whereby an employer accumulates funds with an insurance 
company, while employees are in active service, in return for which the insurance 
company unconditionally undertakes a legal obligation to pay the pension benefits 
of those employees or their beneficiaries, as defined in the employer’s plan. 
[SGAS 27] 

INTEGRATED BUDGET. A situation in which the accounting system has been 
designed to automatically provide timely budgetary information concerning the 
uncommitted balance of appropriations and unrealized revenues. 

INTERFUND ACTIVITY. Activity between funds of the primary government, 
including blended component units. Interfund activities are divided into two broad 
categories: reciprocal and nonreciprocal. Reciprocal interfund activity comprises 
interfund loans and interfund services provided and used. Nonreciprocal interfund 
activity comprises interfund transfers and interfund reimbursements. 

INTERFUND LOANS. Amounts provided between funds and blended 
component units of the primary government with a requirement for repayment. 
[SGAS 34] 

INTERFUND REIMBURSEMENTS. Repayments from the funds or blended 
component units of the primary government responsible for particular 
expenditures or expenses to the funds or blended component units of the primary 
government that initially paid for them. [SGAS 34] 
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INTERFUND SERVICES PROVIDED AND USED. Sales and purchases of 
goods and services between funds and blended component units of the primary 
government for a price approximating their external exchange value. [SGAS 34] 

INTERFUND TRANSFERS. Flows of assets (such as cash or goods) between 
funds and blended component units of the primary government without equivalent 
flows of assets in return and without a requirement for repayment. [SGAS 34]. 

INTERNAL AUDITING. An appraisal of the diverse operations and controls 
within a government entity to determine whether acceptable policies and 
procedures are followed, established standards are met, resources are used 
efficiently and economically, and the organization’s objectives are being 
achieved. The term covers all forms of appraisal of activities undertaken by 
auditors working for and within an organization. 

INTERNAL CONTROL FRAMEWORK. An integrated set of policies and 
procedures designed to assist management to achieve its goals and objectives. To 
be truly comprehensive, a government’s internal control framework must (a) 
provide a favorable control environment, (b) provide for the continuing 
assessment of risk, (c) must provide for the design, implementation, and 
maintenance of effective control-related policies and procedures, (d) must provide 
for the effective communication of information, and (e) must provide for the 
ongoing monitoring of the effectiveness of control-related policies and procedures 
as well as the resolution of potential problems identified by controls. 

INTERNAL FINANCIAL REPORTING. Financial reporting specifically 
designed to meet the needs of management. 

INTERNAL SERVICE FUNDS. Proprietary fund type that may be used to 
report any activity that provides goods or services to other funds, departments, or 
agencies of the primary government and its component units, or to other 
governments, on a cost-reimbursement basis. [SGAS 34] 

INTRODUCTORY SECTION. The first of three essential components of any 
comprehensive annual financial report. The introductory section typically 
provides general information on a government’s structure and personnel as well 
as information useful in assessing the government’s financial condition. The 
contents of the introductory section normally fall outside the scope of the 
independent audit of the financial statements. 

INVESTING ACTIVITIES. Term used in connection with cash flows reporting. 
Investing activities include making and collecting loans (except program loans) 
and acquiring and disposing of debt or equity instruments. [SGAS 9] 
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INVESTMENT IN CAPITAL ASSETS, NET OF RELATED DEBT. One of 
three components of net assets that must be reported in both government-wide and 
proprietary fund financial statements. Related debt, for this purpose, includes the 
outstanding balances of any bonds, mortgages, notes, or other borrowings that are 
attributable to the acquisition, construction, or improvement of capital assets of 
the government. 

INVESTMENT SECTION. One of the sections of a comprehensive annual 
financial report for an investment pool or public employee retirement system. 

INVESTMENT TRUST FUNDS. Fiduciary fund type used to report 
governmental external investment pools in separately issued reports and the 
external portion of these same pools when reported by the sponsoring 
government. [SGAS 34] 

INVITATION TO COMMENT. A due-process document that may be released 
by the GASB to solicit the views of interested parties on a topic under study by 
the board prior to the release of an exposure draft. 

JOINT VENTURE. A legal entity or other organization that results from a 
contractual arrangement and that is owned, operated, or governed by two or more 
participants as a separate and specific activity subject to joint control, in which the 
participants retain (a) an ongoing financial interest or (b) an ongoing financial 
responsibility. Generally, the purpose of a joint venture is to pool resources and 
share the costs, risks, and rewards of providing goods or services to the joint 
venture participants directly, or for the benefit of the public or specific service 
recipients. [SGAS 14] 

JOINTLY GOVERNED ORGANIZATION. A regional government or other 
multi-governmental arrangement that is governed by representatives from each of 
the governments that create the organization, but that is not a joint venture 
because the participants do not retain an ongoing financial interest or 
responsibility. [SGAS 14] 

LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS. Costs 
incurred to provide for the protection of the environment that occur near or after 
the date that a municipal solid-waste landfill stops accepting solid waste and 
during the postclosure period. Closure and postclosure care costs include the cost 
of equipment and facilities (e.g., leachate collection systems and final cover) as 
well as the cost of services (e.g., postclosure maintenance and monitoring costs). 
[SGAS 18] 
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LAPSE PERIOD. A specified time at the beginning of a given budget period 
during which encumbrances outstanding at the end of the prior budget period may 
be liquidated using the prior year’s budgetary authority. Many governments avoid 
the use of a lapse period by automatically appropriating as part of each new 
budget an amount sufficient to cover encumbrances outstanding at the end of the 
prior budget period. 

LEGAL DEBT MARGIN. The excess of the amount of debt legally authorized 
over the amount of debt outstanding. 

LEGAL DEFEASANCE. A situation that occurs when debt is legally satisfied 
based on certain provisions in the debt instrument even though the debt is not 
actually paid. When debt is defeased, it is no longer reported as a liability on the 
face of the statement of position; only the new debt, if any, is reported as a 
liability. [SGAS 7] 

LEGAL LEVEL OF BUDGETARY CONTROL. The level at which a 
government’s management may not reallocate resources without special approval 
from the legislative body. 

LENT SECURITIES. The securities lent by the lender to the borrower in a 
securities lending transaction. Also referred to as underlying securities. [SGAS 
28] 

LEVEL (1-4) GUIDANCE. In the context of the hierarchy of GAAP for state 
and local governments, a reference to the relative authority of a given source of 
GAAP guidance. 

LEVEL OF EFFORT REQUIREMENTS. A requirement that a grant recipient 
not use grant resources to reduce its own participation in a given program or 
activity. 

LIEN DATE. For property (ad valorem) taxes, the date when an enforceable 
legal claim to taxable property arises. Generally the lien date is specified in the 
relevant enabling legislation. Many governments use the term lien date even 
though a lien is not formally placed on the property at that date. Alternatively, the 
term assessment date is used to describe this same date. [SGAS 33] 

LOAN PREMIUM OR FEE. Term used in connection with securities lending 
arrangements. Payments from the borrower to the lender as compensation for the 
use of the underlying securities when the borrower provides securities or letters of 
credit as collateral. [SGAS 28] 
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MAJOR FUND. A governmental fund or enterprise fund reported as a separate 
column in the basic fund financial statements. The general fund is always a major 
fund. Otherwise, major funds are funds whose revenues, expenditures/expenses, 
assets, or liabilities (excluding extraordinary items) are at least 10 percent of 
corresponding totals for all governmental or enterprise funds and at least 5 percent 
of the aggregate amount for all governmental and enterprise funds for the same 
item. Any other government or enterprise fund may be reported as a major fund if 
the government’s officials believe that fund is particularly important to financial 
statement users. [SGAS 34] 

MAJOR PROGRAM. Term used in the context of Single Audits. As part of the 
Single Audit, the independent auditor must gain an understanding of internal 
controls over compliance for each major federal award program and then test 
those controls. In addition, the independent auditor must render an opinion on 
whether the government complied with laws, regulations, and provisions of 
contracts or grant agreements that could have a direct and material effect on each 
major federal award program. 

MANAGEMENT LETTER. A term used in connection with the independent 
audit of the financial statements. A formal communication by the auditor to 
management that focuses on internal control weaknesses discovered in the course 
of the audit of the financial statements. A management letter typically would be 
redundant in an audit conducted in accordance with GAGAS, which require that 
the independent auditor publish internal control weaknesses and instances of 
noncompliance in conjunction with a formal report on internal controls and 
compliance. The management letter, as just described, should be distinguished 
from the management representation letter. The latter is a communication by 
management to the independent auditor in which management takes formal 
responsibility for the fair presentation of the financial statements and makes 
certain specific representations regarding their contents. 

MANAGEMENT’S DISCUSSION AND ANALYSIS. A component of 
required supplementary information used to introduce the basic financial 
statements and provide an analytical overview of the government’s financial 
activities. [SGAS 34] 

MATCHING REQUIREMENT. A requirement that a grant recipient contribute 
resources to a program that equal or exceed a predetermined percentage of 
amounts provided by the grantor. 

MATERIAL WEAKNESS. A reportable condition (internal control weakness) 
of such magnitude that it could potentially result in a material misstatement of the 
financial statements. 
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MATERIALITY. The magnitude of an o1mission or misstatement of accounting 
information that, in the light of surrounding circumstances, makes it probable that 
the judgment of a reasonable person relying on the information would have been 
changed or influenced by the omission or misstatement.2 

MATRIX PRICING. A method of estimating the fair value of a security when it 
is thinly traded or when quoted market prices are not available. Matrix pricing 
estimates a security’s fair value by considering coupon interest rates, maturity, 
credit rating, and market indexes as they relate to the security being valued and to 
similar issues for which quoted prices are available. [SGAS 31, Q&A] 

MEASUREMENT FOCUS. The objective of a measurement, that is, what is 
being expressed in reporting an entity’s financial performance and position. A 
particular measurement focus is accomplished by considering not only which 
resources are measured (for example, financial or economic resources), but also 
when the effects of transactions or events involving those resources are 
recognized (the basis of accounting). The measurement focus of government-wide 
financial statements, proprietary fund financial statements, and fiduciary fund 
financial statements is economic resources. The measurement focus of 
governmental fund financial statements is current financial resources.  

MODIFIED ACCRUAL BASIS OF ACCOUNTING. Basis of accounting 
according to which (a) revenues are recognized in the accounting period in which 
they become available and measurable and (b) expenditures are recognized in the 
accounting period in which the fund liability is incurred, if measurable, except for 
unmatured interest on general long-term debt and certain similar accrued 
obligations, which should be recognized when due. [NCGA Statement 1] 

MODIFIED APPROACH. The election not to depreciate infrastructure assets 
that are part of a network or subsystem of a network that meet two specific 
requirements. First, the government manages the eligible infrastructure assets 
using an asset management system that has certain specified characteristics; 
second, the government documents that the eligible infrastructure assets are being 
preserved approximately at (or above) a condition level established and disclosed 
by the government. [SGAS 34] 

MONEY MARKET INVESTMENT. A short-term, highly liquid debt 
instrument, including commercial paper, banker’s acceptances, and U.S. Treasury 
and agency obligations. Asset-backed securities, derivatives, and structured notes 
are not included in this term. [SGAS 31] 

MULTI-PURPOSE GRANTS. Term used in connection with the identification 
of program revenues. Grants intended to finance activities reported in different 
functional categories in the government-wide statement of activities. 
Multipurpose grants that do not provide for specific identification of the programs 
and amounts should be reported as general revenues. [SGAS 34] 
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MUNICIPAL FINANCE OFFICERS ASSOCIATION. Original name of the 
Government Finance Officers Association of the United States and Canada. 

MUNICIPAL SOLID-WASTE LANDFILL. A discrete area of land or an 
excavation that receives household waste, and that is not a land application unit, 
surface impoundment, injection well, or waste pile, as those terms are defined in 
regulations of the Environmental Protection Agency. It may also receive other 
types of Resource Conservation and Recovery Act Subtitle D wastes, such as 
commercial solid waste, nonhazardous sludge, and industrial solid waste. The 
term municipal indicates the primary type of solid waste received by the landfill, 
not its ownership. [SGAS 18]. 

NATIONAL ADVISORY COUNCIL ON STATE AND LOCAL 
BUDGETING (NACSLB). A working group created by eight public-sector 
organizations to establish a comprehensive framework for public-sector budgeting 
that could be used by state and local governments as an ideal against which to 
measure and improve the quality of their own budget practices. The Government 
Finance Officers Association has formally recommended the NACSLB’s 
guidelines to its members. 

NATIONAL COMMITTEE ON MUNICIPAL ACCOUNTING (NCMA). A 
committee of the Municipal Finance Officers Association that served as the 
authoritative accounting and financial reporting standard-setting body for local 
governments prior to 1946. The NCMA was one of the predecessors of the 
GASB. 

NATIONAL COMMITTEE ON GOVERNMENTAL ACCOUNTING. A 
committee of the Municipal Finance Officers Association that served as the 
authoritative accounting and financial reporting standard-setting body for local 
governments from the late 1940s until the establishment of the National council 
on Governmental Accounting in the 1970s. 

NATIONAL COUNCIL ON GOVERNMENTAL ACCOUNTING (NCGA). 
The immediate predecessor of the GASB as the authoritative accounting and 
financial reporting standard-setting body for state and local governments. The 
NCGA issued 7 statements and 11 interpretations prior to its dissolution in June 
1984. These statements and interpretations remain effective unless superceded by 
a subsequent GASB pronouncement. 

NEGOTIABLE CERTIFICATES OF DEPOSIT. Transferable certificates of 
deposit. Because they are transferable, negotiable certificates of deposit are 
subject to custodial credit risk. 

NET COST. Term used in the context of the government-wide statement of 
activities. The difference between functional expenses and program revenues. 
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NET GENERAL OBLIGATION DEBT. General obligation debt reduced by 
amounts being paid with other than general resources (e.g., general obligation 
debt associated with proprietary funds and special assessment debt), as well as 
amounts available in sinking funds for debt repayment. 

NET PENSION OBLIGATION. Term used in connection with defined benefit 
pension plans. The cumulative difference between annual pension cost and the 
employer’s contributions to the plan, including the pension liability (asset) at 
transition to SGAS 27, and excluding (a) short-term differences and (b) unpaid 
contributions that have been converted to pension-related debt. [SGAS 27] 

NO-COMMITMENT SPECIAL ASSESSMENT DEBT. Special assessment 
debt that is secured solely by liens on assessed properties and resources provided 
from bond proceeds and is not backed by either the full faith and credit of the 
government or by any other type of general government commitment. 

NONCAPITAL FINANCING ACTIVITIES. Term used in connection with 
cash flows reporting. Noncapital financing activites include borrowing money for 
purposes other than to acquire, construct, or improve capital assets and repaying 
those amounts borrowed, including interest. This category includes proceeds from 
all borrowings (such as revenue anticipation notes) not clearly attributable to 
acquisition, construction, or improvement of capital assets, regardless of the form 
of the borrowing. Also included are certain other interfund and intergovernmental 
receipts and payments. [SGAS 9] 

NONEXCHANGE TRANSACTIONS. A transaction in which a government 
(including the federal government, as a provider) either gives value (benefit) to 
another party without directly receiving equal value in exchange or receives value 
(benefit) from another party without directly giving equal value in exchange. 
[SGAS 33] 

NONFINANCIAL ASSETS. A term used in connection with the current 
financial resources measurement focus and the modified accrual basis of 
accounting. Assets that are expected to be used in the provision of goods or 
services rather than converted to cash. Financial statement preparers have the 
option of treating prepaid items and the inventories of supplies as either a 
financial asset (consumption method) or as a nonfinancial asset (purchases 
method). 

NONOPERATING REVENUES AND EXPENSES. A term used in connection 
with the proprietary fund statement of revenues, expenses, and changes in net 
assets. Revenues and expenses not qualifying as operating items, which typically 
include interest revenue and expense, taxes, and grants that are not equivalent to 
contracts for services. 
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NONPARTICIPATING INTEREST-EARNING INVESTMENT 
CONTRACTS. Investment contracts whose value is not affected by market 
(interest rate) changes (e.g., nonnegotiable certificates of deposit with redemption 
terms that do not consider market rates). This definition excludes investment 
contracts that are negotiable or transferable, or whose redemption value considers 
market rates. [SGAS 31] 

NONRECIPROCAL INTERFUND ACTIVITY. The internal counterpart to 
nonexchange transactions. This category includes both interfund transfers and 
interfund reimbursements. [SGAS 34] 

NORMAL COSTING. Term used in connection with the valuation of capital 
assets. Estimate of historical cost based on current cost of reproduction new 
indexed by a reciprocal factor of the price increase of a specific item or 
classification from the appraisal date to the estimated date of acquisition. That is, 
the historical cost of an asset is estimated by taking the value of acquiring the 
asset new today and then discounting that amount by an appropriate inflation 
factor back to the date of acquisition. 

NORMALLY. Term used in connection with the application of the modified 
accrual basis of accounting to certain long-term liabilities. Specifically, certain 
accrued liabilities are recognized as expenditures in governmental funds only 
when they are normally expected to be liquidated with current available financial 
resources (e.g., compensated absences, claims and judgments, special termination 
benefits, landfill closure and postclosure care costs). For this purpose, the term 
normally should be interpreted from the perspective of the practice of state and 
local governments generally. 

NUMBER OF FUNDS PRINCIPLE. The principle that only the minimum 
number of funds consistent with legal and operating requirements should be 
established, since unnecessary funds result in inflexibility, undue complexity, and 
inefficient financial administration. [NCGA Statement 1] 

OBJECT. A term used in connection with the classification of expenditures. The 
article purchased or the service obtained, rather than the purpose for which the 
article or service was purchased or obtained (e.g., personal services, contractual 
services, materials and supplies). 
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OBLIGATED IN SOME MANNER. Term used in connection with special 
assessment debt and the determination of the financial reporting entity. A 
government is obligated in some manner for debt if (a) it is legally obligated to 
assume all or part of the debt in the event of detault or (b) the government may 
take certain actions to assume secondary liability for all or part of the debt—and 
the government takes, or has given indications that it will take, those actions. 
Stated differently, the phrase obligated in some manner is intended to include all 
situations other than those in which (a) the government is prohibited (by 
constitution, charter, statute, ordinance, or contract) from assuming the debt in the 
event of default or (b) the government is not legally liable for assuming the debt 
and makes no statement, or gives no indication, that it will, or may, honor the debt 
in the event of default. [SGAS 6] 

OFFICE OF MANAGEMENT AND BUDGET (OMB). An agency of the 
federal government with regulatory oversight of Single Audits. In fulfillment of 
this responsibility the OMB has issued Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations. 

ON-BEHALF PAYMENTS OF FRINGE BENEFITS AND SALARIES. 
Direct payments made by one entity (the paying entity or paying government) to a 
third-party recipient for the employees of another, legally separate entity (the 
employer entity or employer government). They include payments made by 
governmental entities on behalf of nongovernmental entities and payments made 
by nongovernmental entities on behalf of governmental entities, and may be made 
for volunteers as well as for paid employees of the employer entity. [SGAS 24] 

OPEN AMORTIZATION PERIOD. Term used in connection with defined 
benefit pension plans. An open amortization period (open basis) is one that begins 
again or is recalculated at each actuarial valuation date. Within a maximum 
number of years specified by law or policy (for example, 30 years), the period 
may increase, decrease, or remain stable. [SGAS 25] 

OPEN-END MUTUAL FUNDS. An open-end mutual fund is one that 
continuously offers its shares for sale to the public, compared with a closed-end 
company, which may issue only a limited number of shares. Mutual funds 
generally do not issue share certificates; instead, they send out periodic statements 
showing deposits, withdrawals, and dividends credited to the investor’s account. 
[SGAS 3] 

OPERATING ACTIVITIES. Term used in connection with cash flows 
reporting. Operating activities generally result from providing services and 
producing and delivering goods, and include all transactions and other events that 
are not defined as capital and related financing, noncapital financing, or investing 
activities. [SGAS 9] 
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OPERATING REVENUES AND EXPENSES. Term used in connection with 
the proprietary fund statement of revenues, expenses, and changes in net assets. 
The term is not defined as such in the authoritative accounting and financial 
reporting standards, although financial statement preparers are advised to consider 
the definition of operating activities for cash flows reporting in establishing their 
own definition. [SGAS 34] 

OPERATIONAL ACCOUNTABILITY. Governments’ responsibility to report 
the extent to which they have met their operating objectives efficiently and 
effectively, using all resources available for that purpose, and whether they can 
continue to meet their objectives for the foreseeable future. [SGAS 34] 

OPTION-ADJUSTED SPREAD MODELS. A method of estimating the fair 
value of an option when it is thinly traded or when quoted market prices are not 
available. Such models measure the spread provided from a security that is an 
option or includes an option. Using a benchmarked yield curve, separate cash 
flows are discounted according to their maturity. The result is a spread when 
compared to yields for risk-free investments. [SGAS 31, Q&A] 

OPTION CONTRACT. A contract giving the buyer (owner) the right, but not 
the obligation, to purchase from (call option) or sell to (put option) the seller 
(writer) of the contract a fixed number of items (such as shares of equity 
securities) at a fixed or determinable “strike” price on a given date or at any time 
on or before a given date. [SGAS 31] 

OPTION-PRICING MODELS. A method of estimating the fair value of an 
option when it is thinly traded or when quoted market prices are not available. 
Under one such model (i.e., the Black-Scholes model) consideration is given to a 
security’s return, the-risk free interest rate, the time remaining until the option 
expires, and the relationship of the underlying security’s price to the strike price 
of the option. [SGAS 31, Q&A] 

ORIGINAL BUDGET. The first complete appropriated budget. The original 
budget may be adjusted by reserves, transfers, allocations, supplemental 
appropriations, and other legally authorized legislative and executive changes 
before the beginning of the fiscal year. The original budget should also include 
actual appropriation amounts automatically carried over from prior years by law. 
For example, a legal provision may require the automatic rolling forward of 
appropriations to cover prior-year encumbrances. [SGAS 34] 

OTHER FINANCING SOURCE. An increase in current financial resources that 
is reported separately from revenues to avoid distorting revenue trends. The use of 
the other financing sources category is limited to items so classified by GAAP. 
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OTHER FINANCING USE. A decrease in current financial resources that is 
reported separately from expenditures to avoid distorting expenditure treands. The 
use of the other financing uses category is limited to items so classified by 
GAAP. 

OTHER POSTEMPLOYMENT BENEFITS (OPEB). Postemployment 
benefits provided by an employer to plan participants, beneficiaries, and covered 
dependents through a plan or other arrangement that is separate from a plan to 
provide retirement income. OPEB also includes postemployment health care 
benefits provided through a public employee retirement system or pension plan. 
In addition to postemployment health care benefits (such as illness, dental, vision, 
and hearing), OPEB may include, for example, life insurance, disability income, 
tuition assistance, legal services, and other assistance programs. [SGAS 12] 

OTHER SOURCES OF GAAP. Potential sources of accounting and financial 
reporting guidance that may be used in the absence of authoritative guidance on 
one of the four levels of the hierarchy of GAAP for state and local governments 
set forth In SAS No. 69, The Meaning of “Present Fairly in Conformity with 
Generally Accepted Accounting Principles” in the Independent Auditor’s Report. 
Examples of other sources of GAAP for state and local governments include 
concepts statements of the GASB, pronouncements of the FASB that are not 
authoritative for government, professional publications, textbooks, and position 
papers of professional organizations. GASB Concepts Statements take precedence 
as another source of GAAP. 

OUTCOME MEASURES. Term used in connection with service efforts and 
accomplishments reporting. Indicators that measure accomplishments or results 
that occur (at least partially) because of services provided. Results also include 
measures of public perceptions of outcomes. [SGAC 2] 

OUTPUT MEASURES. Term used in connection with service efforts and a 
accomplishments reporting. Indicators that measure the quantity of services 
provided. Output measures include both measures of the quantity of service 
provided and measures of the quantity of a service provided that meets a certain 
quality requirement. [SGAC 2] 

OVERLAPPING DEBT. Proportionate share that property within a government 
must bear of the debts of other local governments located wholly or in part within 
the geographic boundaries of the reporting government. Except for special 
assessment debt, the amount of debt of each unit applicable to the reporting unit is 
arrived at by (1) determining what percentage of the total assessed value of the 
overlapping jurisdiction lies within the limits of the reporting unit, and (2) 
applying this percentage to the total debt of the overlapping jurisdiction. Special 
assessment debt is allocated on the basis of the ratio of assessments receivable in 
each jurisdiction, which will be used wholly or in part to pay off the debt, and to 
total assessments receivable, which will be used wholly or in part for this purpose. 
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OVERLAPPING GOVERNMENTS. All local governments located wholly or 
in part within the geographic boundaries of the reporting government. 

PARTICIPATING INTEREST-EARNING INVESTMENT CONTRACTS. 
Interest-earning investment contracts whose value is affected by market (interest 
rate) changes (e.g., contracts that are negotiable or transferable, or whose 
redemption value considers market rates). [SGAS 31] 

PASSENGER FACILITIES CHARGES (PFCSs). A fixed fee authorized by 
the Federal Aviation Administration that airports may impose on each departing 
passenger for use in eligible construction projects or for related debt service. This 
charge is collected by whoever sells the ticket and then remitted to the airport. 

PASS-THROUGH GRANTS. Grants and other financial assistance received by 
a governmental entity to transfer to or spend on behalf of a secondary recipient. 
[SGAS 24] 

PAYMENT IN LIEU OF TAXES. A payment that a property owner not subject 
to taxation makes to a government to compensate it for services that the property 
owner receives that normally are financed through property taxes. 

PENSION (AND OTHER EMPLOYEE BENEFIT) TRUST FUNDS. A 
fiduciary fund type used to report resources that are required to be held in trust for 
the members and beneficiaries of defined benefit pension plans, defined 
contribution plans, other postemployment benefit plans, or other employee benefit 
plans. [SGAS 34] 

PENSION COST. A measure of the periodic cost of an employer’s participation 
in a defined benefit pension plan. [SGAS 27] 

PENSION OBLIGATION BONDS. Bonds issued by employers to finance one 
or more elements of their pension obligation to employees. Pension obligation 
bonds may be used, for example, to provide funds for one or more of the 
following purposes; to reduce or eliminate the employer’s net pension obligation, 
to pay the employer’s annual required contribution for the year, or to reduce or 
eliminate the plan’s unfunded actuarial accrued liability. 

PENSION PLAN. An arrangement for the provision of pension benefits in which 
all assets accumulated for the payment of benefits may legally be used to pay 
benefits, including refunds of member contributions, to any of the plan members 
or beneficiaries, as defined by the terms of the plan. [SGAS 25] 
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PENSION-RELATED DEBT. All long-term liabilities of an employer to a 
pension plan, the payment of which is not included in the annual required 
contributions of a sole or agent employer or the actuarially determined required 
contributions of a cost-sharing employer. Payments generally are made in 
accordance with installment contracts that usually include interest. Examples 
include contractually deferred contributions and amounts assessed to an employer 
upon joining a multiple-employer plan. [SGAS 27] 

PENSION TREND DATA. Actuarially based data over time concerning the 
funding progress of a defined benefit pension plan and employers’ actual and 
annual required contributions to the plan. 

PERFORMANCE AUDITING. Auditing designed to evaluate the effectiveness 
or efficiency of an organization, program, or activity. 

PERFORMANCE MEASUREMENT. Commonly used term for service efforts 
and accomplishments reporting. 

PERMANENT FUNDS. A fiduciary fund type used to report resources that are 
legally retricted to the extent that only earnings, and not principal, may be used 
for the purposes that support the reporting government’s programs—that is, for 
the benefit of the government or its citizenry. 

PERSPECTIVE DIFFERENCES. Differences between the budgetary basis of 
accounting and GAAP that result when the structure of financial information used 
for GAAP financial reporting differs from the structure of financial information 
used for budgetary purposes. [NCGA Interpretation 10] 

POLICYHOLDER DIVIDENDS. Term used in connection with public-entity 
risk pools. Payments made or credits extended to the insured by the insurer, 
usually at the end of a policy year, that result in reducing the net insurance cost to 
the policyholder. These dividends may be paid in cash to the insured or applied by 
the insured to reduce premiums due for the next policy year. [SGAS 10] 

POPULAR ANNUAL FINANCIAL REPORTING. Supplementary financial 
reporting designed to meet the special needs of interested parties who are either 
unable or unwilling to use the more detailed financial information provided in 
traditional comprehensive annual financial reports. 

POPULAR ANNUAL FINANCIAL REPORTING AWARD. An awards 
program sponsored by the Government Finance Officers Association with the 
objective of encouraging and assisting governments to prepare and publish high 
quality popular annual financial reports. 
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POSTEMPLOYMENT HEALTHCARE BENEFITS. Medical, dental, vision, 
and other health-related benefits provided to terminated employees, retired 
employees, dependents, and beneficiaries. [SGAS 26] 

POTENTIALLY MISLEADING TO EXCLUDE. Term used in connection 
with defining the financial reporting entity. Basis for including a legally separate 
entity within the financial reporting entity even though that separate entity does 
not meet either of the normal criteria for inclusion as a component unit (i.e., board 
appointment or fiscal dependency). 

PRELIMINARY PROJECT STAGE. Term used in connection with computer 
software developed or obtained for internal use. Costs incurred prior to the 
development stage of computer software (e.g., the conceptual formulation of 
alternatives, the evaluation of alternatives, the determination of the existence of 
needed technology, and the final selection of alternatives). 

PRELIMINARY VIEWS. A due-process document issued by the GASB 
soliciting comments from interested parties on a proposed authoritative 
pronouncement prior to the issuance of an exposure draft. 

PREMIUM DEFICIENCY. Term used in connection with public-entity risk 
pools. A situation that occurs if the sum of expected claims costs (including 
incurred but not reported claims) and all expected claim adjustment expenses, 
expected dividends to policy holders or pool participants, and unamortized 
acquisiton costs exceeds related unearned premiums. [SGAS 30] 

PRIMARY GOVERNMENT. Term used in connection with defining the 
financial reporting entity. A state government or general purpose local 
government. Also, a special-purpose government that has a separately elected 
governing body, is legally separate, and is fiscally independent of other state or 
local governments. The primary government is the focus of the financial reporting 
entities. [SGAS 14] 

PRIMARY USERS OF GENERAL-PURPOSE EXTERNAL FINANCIAL 
REPORTS. Those groups of financial statement users whose needs guide the 
development of GAAP. For state and local governments, the primary users of 
general-purpose external financial reports are (a) those to whom government is 
primarily accountable (the citizenry), (b) those who directly represent the citizens 
(legislative and oversight bodies), and (c) those who lend or who participate in the 
lending process (investors and creditors). [SGAC 1] 

PRIVATE-PURPOSE TRUST FUNDS. A fiduciary trust fund type used to 
report all trust arrangements, other than those properly reported in pension trust 
funds or investment trust funds, under which principal and income benefit 
individuals, private organizations, or other governments. [SGAS 34] 
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PROGRAM. Group activities, operations or organizational units directed to 
attaining specific purposes or objectives. 

PROGRAM LOAN. Term used in connection with cash flows reporting. A loan 
made and collected as part of a governmental program that provides a direct 
benefit to individual constituents. [SGAS 9, Q&A] 

PROGRAM REVENUE. Term used in connection with the government-wide 
statement of activities. Revenues that derive directly from the program itself or 
from parties outside the reporting government’s taxpayers or citizenry, as a 
whole; they reduce the net cost of the function to be financed from the 
government’s general revenues. [SGAS 34] 

PROJECTED UNIT CREDIT ACTUARIAL COST METHOD. A method 
under which the projected benefits of each individual included in an actuarial 
voluation are allocated by a consistent formula to valuation years. The actuarial 
present value of benefits allocated to a valuation year is called the normal cost. 
The actuarial present value of benefits allocated to all periods prior to a valuation 
year is called the actuarial accrued liability. 

PROPRIETARY FUNDS. Funds that focus on the determination of operating 
income, changes in net assets (or cost recovery), financial position, and cash 
flows. There are two different types of proprietary funds: enterprise funds and 
internal service funds. 

PUBLIC EMPLOYEE RETIREMENT SYSTEM (PERS). A state or local 
governmental entity entrusted with administering one or more pension plans; it 
also may administer other types of employee benefit plans, including 
postemployment healthcare plans and deferred compension plans. A public 
employee retirement system also may be an employer that provides or participates 
in a pension plan or other types of employee benefit plans for employees of the 
system. [SGAS 25] 

PUBLIC-ENTITY RISK POOL. A cooperative group of governmental entities 
joining together to finance an exposure, liability, or risk. Risk may include 
property and liability, workers’ compensation, or employee health care. A pool 
may be a stand-alone entity or included as part of a larger governmental entity 
that acts as the pool’s sponsor. [SGAS 10] 

PURE CASH CONDUIT. Term used in connection with pass-through grants. A 
grantor that merely transmits grantor-supplied moneys without having 
administrative or direct financial involvement in the program. [SGAS 24] 

PURPOSE RESTRICTIONS. Term used in connection with government-
mandated and voluntary nonexchange transactions. Legal limitations that specify 
the purpose or purposes for which resources are required to be used. [SGAS 33] 
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PUT OPTION. An option contract giving the buyer (owner) the right, but not the 
obligation, to sell to the writer of the contract a fixed number of items (such as 
shares of equity securities) at a fixed or determinable “strike” price on a given 
date or at any time on or before a given date. [SGAS 31] 

QUALIFIED OPINION. Term used in connection with financial auditing. A 
modification of the independent auditor’s report on the fair presentation of the 
financial statements indicating that there exists one or more specific exceptions to 
the auditor’s general assertion that the financial statements are fairly presented. 

QUESTIONED COST. Term used in connection with Single Audits. A 
determination by the independent auditor that an expenditure under a federal grant 
does not meet all of the grantor’s requirements and therefore may be subject to 
refund to the grantor. 

REALIZED GAINS AND LOSSES. The cumulative effect of appreciation and 
depreciation in the value of investments reported at fair value at the time those 
investments are sold. 

REAPPROPRIATION. The inclusion of a balance from the prior year’s budget 
as part of the budget of the subsequent fiscal year. Reappropriation is common for 
encumbrances outstanding at the end of a fiscal year that a government intends to 
honor in the subsequent fiscal year. 

REASONABLE ASSURANCE. A term used in connection with financial 
auditing. The principle that the goal of the independent audit of the financial 
statements is to ensure that financial statements are free from material 
misstatement. The principle of reasonable assurance rests upon the assumption 
that it is not cost beneficial to attempt to ensure that financial statements are free 
of immaterial misstatements. 

REBATABLE ARBITRAGE. A term used in connection with the reinvestment 
of the proceeds of tax-exempt debt. A requirement to remit to the federal 
government interest revenue in excess of interest costs when the proceeds from 
the sale of tax-exempt securities are reinvested in a taxable money market 
instrument with a materially higher yield. 

RECIPROCAL INTERFUND ACTIVITY. The interfund counterpart to 
exchange and exchange-like transactions. This category includes both interfund 
loans and interfund services provided and used. [SGAS 34] 

REFUNDING. The issuance of new debt whose proceeds are used to repay 
previously issued debt. The proceeds may be used immediately for this purpose (a 
current refunding), or they may be placed with an escrow agent and invested until 
they are used to pay principal and interest on the old debt at a future time (an 
advance refunding). [SGAS 23] 
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REGULATED ENTERPRISES. Enterprises for which (a) rates for regulated 
services or products are either established by, or subject to approval by an 
independent, third-party regulator (or the governing board itself if it is empowered 
by statute or contract to establish rates that bind customers), (b) the regulated rates 
are designed to recover the specific enterprise’s costs of providing regulated 
services or products, and (c) it is reasonable to assume that the regulated activity 
can set and collect charges sufficient to recover its costs. Regulated enterprises 
have the option of adopting certain specialized guidance issued by the FASB. In 
practice, the term “ regulated enterprise” normally is applied only to enterprises 
that elect this option. 

REIMBURSEMENT GRANT. A grant for which a potential recipient must first 
incur qualifying expenditures to be eligible. Reimbursement grants are also 
referred to as expenditure-driven grants. 

REINSURANCE. A transaction in which an assuming enterprise (reinsurer), for 
a consideration (premium), assumes all or part of a risk undertaken originally by 
another insurer (ceding enterprise). However, the legal rights of the insured are 
not affected by the reinsurance transaction, and the ceding enterprise issuing the 
original insurance contract remains liable to the insured for payment of policy 
benefits. [SGAS 10] 

RELATED ORGANIZATION. Term used in connection with defining the 
financial reporting entity. An organization for which a primary government is 
accountable because that government appoints a voting majority of the board, but 
is not financially accountable. [SGAS 14] 

RELATED PARTY TRANSACTION. A transaction that an informed observer 
might reasonably believe reflects considerations other than economic self interest 
based upon the relationship that exists between the parties to the transaction. The 
term often is used in contrast to an arm’s-length transaction. 

RELATIVE ORDER OF LIQUIDITY. An order for presenting assets and 
liabilities on the statement of net assets based upon how readily they may be 
converted to cash or will require the use of cash. [SGAS 34] 

RELEVANCE. The principle that there should be a close logical relationship 
between the financial information provided and the purpose for which it is 
needed. Information is relevant if it is capable of making a difference in a user’s 
assessment of a problem, condition, or event. [SGAC 1] 

RELIABILITY. The principle that financial information should be verifiable, 
free from bias, and faithfully represent what it purports to represent. [SGAC1] 
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REPORTABLE CONDITION. Term used in connection with financial auditing. 
A significant deficiency in internal controls discovered in the course of the 
financial statement audit that must be communicated by the independent auditor 
to the entity’s audit committee or its equivalent. 

REPORTING PACKAGE. Term used in connection with Single Audits. A 
package that the independent auditor must communicate to the Federal Audit 
Clearing House that includes (a) the government’s financial statements, (b) the 
government’s supplementary schedule of expenditures of federal awards, (c) the 
auditor’s reports, (d) a summary schedule of prior audit findings, and (e) a 
corrective action plan. The reporting package must be accompanied by a special 
data collection form that summarizes the information contained in the reporting 
package. 

REPURCHASE AGREEMENT. A transaction in which the governmental 
entity (buyer-lender) transfers cash to a broker-dealer or financial institution 
(seller-borrower); the broker-dealer or financial institution transfers securities to 
the governmental entity and promises to repay the cash plus interest in exchange 
for the return of the same securities. [SGAS 3] 

REQUIRED SUPPLEMENTARY INFORMATION. Statements, schedules, 
statistical data, or other information that the GASB has determined to be 
necessary to supplement, although not required to be a part of, the basic 
statements. [SGAS 5] 

RESERVED FUND BALANCE. The portion of a governmental fund’s net 
assets that is not available for appropriation. 

RESTRICTED ASSETS. Assets whose use is subject to constraints that are 
either (a) externally imposed by creditors (such as through debt covenants), 
grantors, contributors, or laws or regulations of other governments or (b) imposed 
by law through constitutional provisions or enable legislation. [SGAS 34] 

RESTRICTED NET ASSETS. A component of net assets calculated by 
reducing the carrying value of restricted assets by the amount of any related debt 
outstanding. 

RETROSPECTIVELY (EXPERIENCE) RATED POLICY. Term used in 
connection with public-entity risk pools. An insurance policy for which the final 
amount of the premium is determined by adjusting the initial premium based on 
actual experience during the period of coverage (sometimes subject to maximum 
and minimum limits). A retrospectively rated policy is designed to encourage 
safety by the insured and to compensate the insurer if larger-than-expected losses 
are incurred. [SGAS 10] 
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REVENUE AND CLAIMS DEVELOPMENT TREND DATA. Required 
supplementary information mandated by the GASB for public-entity risk pools. 

REVENUE ANTICIPATION NOTE. Short-term, interest-bearing note issued 
by a government in anticipation of revenues to be received at a later date. The 
note is retired from the revenues to which it is related. 

REVERSE REPURCHASE AGREEMENT. An agreement in which a broker-
dealer or financial institution (buyer-lender) transfers cash to a governmental 
entity (seller-borrower); the entity transfer securities to the broker-dealer or 
financial institution and promises to repay the cash plus interest in exchange for 
the same securities or for different securities. [SGAS 3] 

RISK-SHARING POOLS. One of four different types of public-entity risk 
pools. An arrangement by which governments pool risks and funds and share in 
the cost of losses. [SGAS 10] 

SALARY-RELATED PAYMENTS. Term used in connection with 
compensated absences. Payments by an employer that are directly and 
incrementally associated with payments made for compensated absences on 
termination. Such salary-related payments include the employer’s share of social 
security and Medicare taxes and also might include, for example, the employer’s 
contributions to pension plans. [SGAS 16] 

SCHEDULE OF EMPLOYER CONTRIBUTIONS. Term used in connection 
with defined benefit pension plans. Trend data on employers’ annual required 
contribution to a pension plan and actual contributions. 

SCHEDULE OF FUNDING PROGRESS. Term used in connection with 
defined benefit pension plans. Trend data on the relationship between the actuarial 
value of pension plan assets and the related actuarial accrued liability. 

SEC 2A7-LIKE POOLS. An external investment pool that is not registered with 
the Securities and Exchange Commission (SEC) as an investment company, but 
nevertheless has a policy that it will, and does, operate in a manner consistent 
with the SEC’s Rule 2a7 of the Investment Company Act of 1940 (17 Code of 
Federal Regulations §270.2a-7). Rule 2a7 allows SEC-registered mutual funds to 
use amortized cost rather than market value to report net assets to compute share 
prices if certain conditions are met. Those conditions include restrictions on the 
types of investments held, restrictions on the term-to-maturity of individual 
investments and the dollar-weighted average of the portfolio, requirements for 
portfolio diversification, requirements for divestiture considerations in the event 
of security downgrades and defaults, and required actions if the market value of 
the portfolio deviates from amortized cost by a specified amount. [SGAS 31] 
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SECURITIES LENDING TRANSACTIONS. Transactions in which 
governmental entities transfer their securities to broker-dealers and other entities 
for collateral—which may be cash, securities, or letters of credit—and 
simultaneously agree to return the collateral for the same securities in the future. 
[SGAS 28] 

SEGMENT. An identifiable activity (or grouping of activities) required to be 
accounted for separately which is reported as or within an enterprise fund or an 
other stand-alone entity for which one or more revenue bonds or other revenue-
backed debt instruments (such as certificates of participation) are outstanding. A 
segment has a specific identifiable revenue stream pledged in support of revenue 
bonds or other revenue-backed debt and has related expenses, gains and losses, 
assets, and liabilities that can be identified. [SGAS 34] 

SEGREGATION OF INCOMPATIBLE DUTIES. Term used in connection 
with the evaluation of internal control. The principle that no single employee 
should be placed in a position that allows that employee both to commit and 
conceal an irregularity in the ordinary course of the employee’s duties. 

SERVICE EFFORTS AND ACCOMPLISHMENTS REPORTING. Term 
used by the GASB to describe the presentation of performance measures in 
connection with general purpose external financial reporting. 

SINGLE AUDIT. An audit performed in accordance with the Single Audit Act 
of 1984 (as amended) and Office of Management and Budget (OMB) Circular A-
133, Audits of states, Local Governments, and Non-Profit Organizations. The 
Single Audit Act allows or requires governments (depending on the amount of 
federal assistance received) to have one audit performed to meet the needs of all 
federal grantor agencies. 

SINGLE AUDIT ACT OF 1984. Federal legislation that provides for state and 
local government recipients of federal financial awards to have one audit 
performed to meet the needs of all federal grantor agencies. The Single Audit Act 
was amended in 1996. 

SINGLE-PROGRAM GOVERNMENTS. Term used in connection with 
financial reporting. A government that budgets, manages, and accounts for its 
activities as a single program. Single-program governments that use only 
governmental funds have the option to combine their fund financial statements 
and their government-wide financial statements into a single, combining 
presentation. 
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SOLVENCY TEST. Term used in connection with pension plan financial 
reporting. Comparison of a pension plan’s present assets to the aggregate accrued 
liabilities classified into the following categories: (a) liability for active member 
contributions on deposit, (b) liability for future benefits to present retired lives, 
and (c) liability for service already rendered by active members. In preparing this 
schedule, valuation assets are arbitrarily allocated first to the liability for active 
member contributions on deposit, second to the liability for future benefits to 
present retired lives, and third to the liability for service already rendered by 
active members, regardless of the method used for asset allocation. 

SPECIAL ASSESSMENT. A compulsory levy made against certain properties 
to defray all or part of the cost of a specific capital improvement or service 
deemed to benefit primarily those properties. 

SPECIAL FUNDING SITUATIONS. Term used in connection with pensions. 
A situation in which a governmental entity is legally responsible for contributions 
to pension plans that cover the employees of another governmental entity or 
entities. For example, a state government may be legally responsible for the 
annual “employer” contributions to a pension plan that covers employees of 
school districts within the state. [SGAS 27] 

SPECIAL ITEMS. Significant transactions or other events within the control of 
management that are either unusual in nature or infrequent in occurrence. [SGAS 
34] 

SPECIAL REVENUE FUND. A governmental fund type used to account for the 
proceeds of specific revenue sources (other than for major capital projects) that 
are legally restricted to expenditures for specified purposes. [NCGA Statement 1] 

SPECIAL TERMINATION BENEFITS. Benefits offered for a short period of 
time to employees in connection with their termination of employment. Special 
termination benefits serve as an inducement to take early retirement, and often are 
used to help alleviate near-term budgetary problems. 

STANDARD COSTING. Method of estimating the historical cost of a capital 
asset by establishing the average cost of obtaining the same or a similar asset at 
the time of acquisition. 

STATISTICAL SECTION. The third of three essential comprehensive annual 
financial report. The statistical section provides a broad range of trend data 
covering key financial indicators from the past 10 fiscal years (e.g., general 
government revenues and expenditures, property tax collections, debt burden). It 
also contains demographic and miscellaneous data useful in assessing a 
government’s financial condition. The contents of the statistical section normally 
fall outside the scope of the independent audit of the financial statements. 
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STOCK RIGHTS. Rights given to existing stockholders to purchase newly 
issued shares in proportion to their holdings at a specific date. [SGAS 31] 

STOCK WARRANTS. Certificates entitling the holder to acquire shares of stock 
at a certain price within a stated period. Warrants often are made part of the 
issuance of bonds or preferred or common stock. [SGAS 31] 

STREET OR NOMINEE NAME. Securities that are issued in or endorsed to 
the name of a securities depository, broker-dealer, or other financial services 
company, on behalf of the true beneficial owners of the securities. [SGAS 3, 
Q&A] 

STRIKE PRICE. A fixed or determinable price on a given date or at any time on 
or before a given date at which the buyer (owner) may purchase from (call option) 
or sell to (put option) the seller (writer) of an option contract a fixed number of 
items (such as shares of equity securities). [SGAS 31] 

STRUCTURED SETTLEMENT. Term used in connection with risk financing. 
A means of satisfying a claim liability, consisting of an initial cash payment to 
meet specific present financial needs combined with a stream of future payments 
designed to meet future financial needs, generally funded by annuity contracts. 
[SGAS 10] 

SUBOBJECT. A subdivision within an expenditure object classification (e.g., 
regular employees is a possible subobject classification within the personal 
services—salaries and wages expenditure object classification). 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (SSAP). The 
first of the notes to the financial statements or a separate section immediately 
preceding the notes to the financial statements. The basic authoritative guidance 
governing the contents of the SSAP is provided in Accounting Principles Board 
(APB) Opinion No. 22, Disclosure of Significant Accounting Policies. 

SUPPLEMENTARY INFORMATION. Financial information presented 
together with basic financial statements that is not included within the scope of 
the audit of those statements. When the presentation of certain supplementary 
information is mandated by the GASB it is referred to as required supplementary 
information. 

SUSCEPTIBLE TO ACCRUAL. Term used in connection with the application 
of the modified accrual basis of accounting. Revenues that are collectible within 
the current period or soon enough thereafter to be used to pay liabilities of the 
current period. [NCGA Statement 1] 

SYSTEM DEVELOPMENT FEES. Fees charged to join or to extend an 
existing utility system. Also referred to as tap fees or connection fees. 

216



TAKE-OUT AGREEMENT. Term used in connection with demand bonds. An 
arrangement with a financial institution to convert demand bonds to an 
installment loan payable over a specified period, sometimes as long as 10 years or 
more. A take-out agreement is used to provide long-term financing in the event 
the remarketing agency is unable to resell demand bonds within a specified period 
(usually three to six months) subsequent to the exercise of the “demand” feature 
by bondholders. [1GAS 1] 

TAP FEES. Fees charged to join or to extend an existing utility system. Also 
referred to as system development fees or connection fees. 

TAX ANTICIPATION NOTE. Short-term, interest-bearing note issued by a 
government in anticipation of tax revenues to be received at a later date. The note 
is retired from the tax revenues to which it is related. 

TAX-INCREMENT FINANCING. Financing secured by the anticipated 
incremental increase in tax revenues, resulting from the redevelopment of an area. 

TECHNICAL AGENDA. Term used in connection with the operation of the 
GASB. A list of research projects formally undertaken by the GASB as part of its 
development of authoritative standards of accounting and financial reporting. 

TECHNICAL BULLETIN. A document issued by the staff of the GASB to 
provide guidance for applying GASB statements and interpretations and resolving 
accounting issues not directly addressed by them. [TB 84-1] 

TEMPORARY ACCOUNTS. Accounts that close to net assets at the end of an 
accounting period (e.g., revenues and expenses). 

TEN PERCENT CRITERION. The first of two tests used to determine whether 
a given governmental fund or enterprise fund must be reported as a major fund in 
the basic financial statements. For governmental funds, this test is applied to the 
total assets, liabilities, revenues, and expenditures of all governmental funds. For 
enterprise funds, this test is applied to the total assets, liabilities, revenues, and 
expenses of all enterprise funds. The test need be met for only one of these four 
items. 

TERMINATION PAYMENTS METHOD. A method of calculating the 
liability for earned sick leave for which it is probable that the benefits will result 
in termination payments. Under this method, the amount of the liability is 
estimated based on a governmental entity’s past experience of making termination 
payments for sick leave, adjusted for the effect of changes in its termination 
policy and other factors. [SGAS 16] 

TIMELINESS. The principle that financial statements must be issued soon 
enough after the reported events to affect decisions. [SGAC 1] 
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TIMING DIFFERENCES. Differences between the budgetary basis of 
accounting and GAAP that occur when the period used for budgeting differs from 
the period used for GAAP reporting (e.g., a special revenue fund that uses a grant-
year budget rather than a fiscal-year budget). 

TRI-PARTY ARRANGEMENTS. Term used in connection with repurchase 
agreements. An arrangement in which the custodian serves as agent both of the 
buyer-lender and of the seller-borrower by agreeing, in the event of default by 
one, to protect the interests of the other. The custodian holds the securities 
underlying the agreement in the names of both repurchase agreement parties (the 
buyer-lender as pledgee and seller-borrower is owner). [SGAS 3, Q&A] 

TYPE A PROGRAM. Term used in connection with the determination of major 
programs for purposes of Single Audits. Type A programs are defined on the 
basis of the relationship between program expenditures and total federal awards 
expended. 

TYPE B PROGRAM. Term used in connection with the determination of major 
programs for purposes of Single Audits. A Type B program is any program with 
insufficient program expenditures to qualify as a Type A program. 

UNALLOCATED CLAIM ADJUSTMENT EXPENSES. Term used in 
connection with risk financing. Costs that cannot be associated with specific 
claims but are related to claims paid or in the process of settlement, such as 
salaries and other internal costs of the pool’s claims department. [SGAS 10] 

UNALLOCATED DEPRECIATION. Term used in connection with the 
government-wide statement of activities. Depreciation not properly reported as a 
direct expense of a functional category. 

UNCOMMITTED BALANCE OF APPROPRIATIONS. The portion of an 
appropriation remaining after the deduction of expenditures and encumbrances. 

UNDERSTANDABILITY. The principle that information in financial reports 
should be expressed as simply as possible. [SGAC 1] 

UNDESIGNATED UNRESERVED FUND BALANCE. Available expendable 
financial resources in a governmental fund that are not the object of tentative 
management plans (i.e., designations). 

 

 

 

218



UNDIVIDED INTEREST. An arrangement (also known as a joint operation) 
that resembles a joint venture but no entity or organization is created by the 
participants. An undivided interest is an ownership arrangement in which two or 
more parties own property in which title is held individually to the extent of each 
party’s interest. Implied in that definition is that each participant is also liable for 
specific, identifiable obligations (if any) of the operation. Because an undivided 
interest is not a legal entity, borrowing to finance its operations often is done 
individually by each participant. An additional consequence of the absence of a 
formal organizational structure is that there is no entity with assets, liabilities, 
expenditures/expenses, and revenues—and thus, equity—to allocate to 
participants. [SGAS 14] 

UNEARNED REVENUE. A type of deferred revenue account used in 
connection with resources that have not yet been earned. 

UNFUNDED ACTUARIAL ACCRUED LIABILITY. The excess of the 
actuarial accrued liability over the actuarial value of assets. This value may be 
negative, in which case it may be expressed as a negative unfunded actuarial 
accrued liability, the excess of the actuarial value of assets over the actuarial 
accrued liability, or the funding excess. 

UNQUALIFIED OPINION. An opinion rendered without reservation by the 
independent auditor that financial statements are fairly presented. 

UNREALIZED GAINS AND LOSSES. Term used in connection with the 
valuation of investments. Cumulative change in the market value of investments 
prior to their disposition. 

UNREALIZED REVENUES. Term used in connection with budgeting. The 
difference between estimated revenues and actual revenues. 

UNRESTRICTED NET ASSETS. That portion of net assets that is neither 
restricted nor invested in capital assets (net of related debt). 

VESTING METHOD. A method of calculating the liability for earned sick leave 
for which it is probable that the benefits will result in termination payments. 
Under this method, the amount of the liability is estimated based on the sick leave 
accumulated at the date of the statement of position for those employees who 
currently are eligible to receive termination payments as well as other employees 
who are expected to become eligible in the future to receive such payments. In 
calculating the liability, these accumulations are reduced to the maximum amount 
allowed as a termination payment. Accruals for those employees who are 
expected to become eligible in the future are based on assumptions concerning the 
probability that individual employees or classes or groups of employees will 
become eligible to receive termination payments. [SGAS 16] 
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VOLUNTARY NONEXCHANGE TRANSACTIONS. Transactions that result 
from legislative or contractual agreements, other than exchanges, entered into 
willingly by the parties to the agreement (for example, certain grants and private 
donations). [SGAS 33] 

VOTING MAJORITY. Term used in connection with defining the financial 
reporting entity. A situation in which the number of the primary government’s 
appointees to a component unit’s board is sufficient to control decisions of the 
component unit. [SGAS 14, Q&A] 

VULNERABILITY ASSESSMENT. Term used in connection with evaluations 
of internal controls. The risk-based systematic prioritization of internal control 
evaluations. 

WIDELY RECOGNIZED AND PREVALENT PRACTICE. Term used in 
connection with the hierarchy of GAAP for state and local governments 
established by SAS No. 69, The Meaning of “Present Fairly in Conformity with 
Generally Accepted Accounting Principles” in the Independent Auditor’s Report. 
The principle that accounting and financial reporting practice should itself serve 
as a source of GAAP in the absence of high level guidance. 

YELLOW BOOK. Term used in connection with public-sector auditing. A non-
technical term commonly used to describe the General Accounting Office’s 
publication Government Auditing Standards. 

YIELD MAINTENANCE REPURCHASE—REVERSE REPURCHASE 
AGREEMENT. A repurchase agreement or a reverse repurchase agreement 
where the parties agree that the securities returned will provide the seller-
borrower with a yield as specified in the agreement. [SGAS 3] 

 
 
 
 
 

Excerpted from the Governmental Accounting, Auditing, and Financial 
Reporting; Government Finance Officers Association, 180 N. Michigan Ave., 
Suite 800, Chicago, IL 60601. 
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