








tional purpose and provide a
benefit to the district, so they
would be a legitimate use of
campus activity funds.

Q: Can we have an
employee activity fund?

A: Funds can be collected
or received from teachers or
other employees for a specific
purpose, such as a flower fund
or breakroom fund. These
accounts are not considered
activity funds but would be
categorized and accounted for
as an agency fund, which is a
type of fiduciary fund.'

Q: Can we spend activity
funds on scholarships?

A: Yes. For student activity
funds, the students controlling
the fund can choose to spend
the money on scholarships.
For campus or district activity
funds, the expenditure relates
to the district’s educational
purpose and provides a return
benefit to the students.

Q: Can the student council
hold a raffle or have a bingo
night as a fundraiser?

A: Probably not. Raffles
and bingo are highly regu-
lated by the state of Texas.
The Bingo Enabling Act and
Charitable Raffle Enabling
Act, Chapters 2001 and 2002
of the Texas Government
Code respectively, and related
administrative rules make it
impractical for student organi-
zations to use these activities
for fund raising.

Q: What happens to the
class of 2014 student activity
12
on local
defined
dations.
atute or
regulation dictates how funds
are to be handled, so questions
like these are answered by
consulting your activity funds
handbook or manual. This
il rz  he importance of

adopting a local activity funds
handbook or manual.

Q: Are booster club or
PTA funds activity funds?

A: No. Booster clubs and
parent-teacher organizations
are separate legal entities from
the school district. These orga-
nizations must maintain sepa-
rate federal tax identification
numbers and bank accounts.
The University Interscholastic
League publishes guidelines
for booster clubs, as do the na-
tional umbrella organizations
for parent-teacher groups.

Q: Are purchases made
from student activity funds
tax-exempt?

A: Tt depends. Purchases
are tax-exempt if they are
related to the educational pro-
cess and will be used for edu-
cational purposes. However,
purchases for use by individu-
als, even though school-relat-
ed, are not tax-exempt. For
example, cheerleaders who
purchase their own uniforms
or band members who pur-
chase their own instruments
are not tax-exempt.'!

Q: What account code do
we use for activity funds?

A: If activity fund deci-
sions rest solely with students,
the money should be account-
ed for in Fund 865—Student
Activity Account. If other
persons besides students,
such as teachers, sponsors, or
administrators, have access to
the activity fund, the money
should be accounted for in
Fund 461—Campus Activity

12

Q: Do purchases from
student activity funds have
to comply with competitive
procurement laws?

A: Purchases from campus
or district activity funds must
comply with the district’s pur-
chasing procedures and rel-
evant  ates. Purchases made

from student activity funds
may not legally be required to
comply with procurement laws
if a purchase is made directly
by students and the district

is not a party to the contract.
However, local policy or
regulations could make clear
that all district procedures and
relevant statutes must be fol-
lowed when making purchases
from student activity funds.?

Q: What happens when
activity funds are lost or
stolen?

A: The responsibility for
activity funds involves princi-
pals, staff such as the school
secretary or clerk, sponsors,
and auditors. Because activ-
ity funds largely consist of
cash, a high risk of mishan-
dling or misappropriation of
funds exists. District policy
typically prohibits fraud and
financial impropriety, in-
cluding misappropriation of
funds, at Policy CAA(LOCAL).
An employee who is found
to have violated the activity
funds handbook or manual or
Policy CAA(LOCAL) could be
subject to discipline including
termination depending on the
circumstances. In addition,
the loss or misappropriation
of funds could cause problems
with the district’s financial
audit and affect the district’s
financial accountability rating
from TEA.

TASB Legal Line at Your
Service

Issues related to school
finance and accounting gener-
allv. and activity funds in

business officials. Because of
this complexity and the risks
associated with collecting and
disbursing cash, it is impor-
tant to have locally adopted
rules such as an activity funds
handbook or manual to clearly
establish procedures and a
system of internal controls.

As always, if you have any
questions about this topic or
any other school law topic,
call the TASB Legal Line at
800.580.5345. %
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