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A FUND is a sum of money or is the money derived from certain sources and set aside for
specific purposes and activities. An ACCOUNT within a fund records the financial transactions
that are similar in terms of a given frame of reference, either as a receipt or as a disbursement.
The fund accounts collectively constitute a complete record of all transactions encompassed by
the fund. In addition, State Statute §79-1089 requires that a public accountant or a certified
public accountant annually examine all financial records maintained by school districts.

GENERAL FUND

The General Fund finances all facets of services rendered by the school district. General Fund
receipts are classified according to source while its expenditures are classified according to
specific functions. The General Fund is maintained by all operating school districts in the state.
General Fund expenditures are limited by statute. The tax levy for this fund is restricted.

DEPRECIATION FUND

A Depreciation Fund may be established by a school district in order to facilitate the eventual
purchase of costly capital outlay by reserving such monies from the General Fund. To allocate
monies from the General Fund, a school district will show the movement of monies as an
expense from the General Fund and the Depreciation Fund will show the revenue as a transfer
from the General Fund. The school district may divide this fund into more than one account
to allocate a portion of this fund for different valid purposes. The purpose of the Depreciation
Fund is to spread replacement costs over a period of years in order to avoid a disproportionate
tax effort in a single year to meet such an expense. This fund is restricted by statute as part
of the Allowable Reserve limitation. The Depreciation Fund is not specifically provided for in
law; therefore, this fund shall be considered a component of the General Fund.

EMPLOYEE BENEFIT FUND

An Employee Benefit Fund may be established in order to specifically reserve General Fund
money for the benefit of school district employees (unemployment compensation, early
retirement, health insurance deductibles, etc.) To allocate monies from the General Fund, a
school district will show the movement of monies as an expense from the General Fund, and
the Employee Benefit Fund will show the revenue as a transfer from the General Fund. A school
district may divide this fund into more than one account to allocate a portion of this fund for
different valid purposes. The cash reserve of this fund is restricted by statute as part of the
Allowable Reserve limitation. The Employee Benefit Fund is not specifically provided for in law;
therefore, this fund shall be considered a component of the General Fund.

CONTINGENCY FUND

A Contingency Fund is authorized by statute (§79-1072) and may be established by a school
district to fund uninsured losses and legal fees incurred by the school district for defense
against public losses. Expenditures from this fund shall not exceed five percent of the total
budgeted General Fund expenditures of the school district. To allocate monies from the
General Fund, a school district shall show the movement of monies as an expense from the
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General Fund, and the Contingency Fund shall show the revenue as a transfer from the General
Fund.

ACTIVITIES FUND

The Activities Fund is required to account for the financial operations of quasi-independent
student organizations, inter-school athletics, and other self-supporting or partially self-
supporting school activities. The inclusion of such accounts in the General Fund would distort
the financial position of the basic school operation and would complicate the computation of
the net expense incurred in conducting school services. The Activities Fund shall not be used
to record general operation revenues or expenditures, nor shall this fund be used as a
clearinghouse for the General Fund. The school district may divide this fund into more than
one account to allocate a portion of this fund for different purposes. The financial operations
of all school-connected activities are a legal responsibility of the board of education. If deficits
in such activities are incurred, they shall be covered by funds transferred from the General
Fund. Such revenue shall finance only those projects that qualify for approval under policies
established by the school district board of education for such activities.

SCHOOL LUNCH FUND

The School Lunch Fund is required to accommodate the financial activities of all Nutrition
Programs operated by the school district. The School Lunch Fund shall reflect a record of all
revenues and expenditures incident to the operation of all Nutrition Programs. If a deficit is
incurred in the operation, the deficiency shall be covered by funds transferred from the General
Fund.

BOND FUND

The Bond Fund shall be used to record tax receipts, investment interest, and the payment of
bond principal, interest, and other related costs (i.e. trustee fees). If the fund balance is not
sufficient to meet interest or bond retirement payments from the Bond Fund, the General Fund
shall be used for these payments. Revenue from a levy to retire bonds in any school district
is retained in a separate fund by the county treasurer, the financial institution serving as a
fiscal agent, or the school district. Funds shall be disbursed upon appropriate demand. All
records of the transactions in this area shall be maintained in this fund. Proceeds from a bond
issue shall be deposited into the Special Building Fund to be expended on the actual building
project. The tax levy for this fund is restricted for expenditures other than principal and
interest on bonds.

Proceeds from a bond issue shall be deposited into the Special Building Fund to be expended
on the actual building project.

SPECIAL BUILDING FUND

A Special Building Fund shall be established when a school board decides to acquire or improve
sites and/or to erect, alter or improve buildings. The sale of bonds, the sale of property, or
tax receipts will be the primary sources of revenue for the Special Building Fund. Regardless
of the source of money to be used for building construction and related costs, all income for
the purposes of this fund shall be accountable through this fund. General Fund expenditures
for the purpose of this fund are not allowable.

Special Building Fund accounting provides a more effective means of identifying those
expenditures associated with construction activities and provides a complete and consolidated
record of all costs of the building program at the conclusion of a project(s). If more than one
Special Building Fund project is active at the same time, separate accounts for each project
may be established within the single Special Building Fund. The tax levy for this fund is
restricted to $0.14 with local board approval or $0.175 following a vote of the people for a
term not to exceed ten years (§79-1098 R.R.S.).
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QUALIFIED CAPITAL PURPOSE UNDERTAKING FUND

A Qualified Capital Purpose Undertaking Fund may be established for the removal of
environmental hazards, the reduction or elimination of accessibility barriers in school district
buildings, the repayment of a qualified zone academy bond issued for a qualified capital
purpose, modifications for life safety code violations, indoor air quality projects, and mold
abatement and prevention projects. General Fund expenditures for the purpose of this fund
are not allowable. Qualified Zone Academy Bonds, Qualified School Construction Bonds, and
Build America Bonds are included in the Qualified Capital Purpose Undertaking Fund.

The tax levy for this fund is restricted to $0.052. Tax levies for the removal of environmental
hazards, the reduction or elimination of accessibility barriers in school district buildings, the
repayment of a qualified zone academy bond issued for a qualified capital purpose,
modifications for life safety code violations, indoor air quality projects, and mold abatement
and prevention projects cannot exceed ten years for each project. Tax levies for each qualified
capital purpose for which the Qualified Zone Academy Bond (QZAB) is issued according to
(§79-10,110 R.R.S.) cannot exceed fifteen years.

COOPERATIVE FUND

The Cooperative Fund may be used by the school district acting as the fiscal agent for any
cooperative activity between one or more public agencies. All school districts, including the
school district acting as the fiscal agent, shall show the payment for services to the cooperative
in their General Fund.

STUDENT FEE FUND

The Student Fee Fund is a separate school district fund not funded by tax revenue into which
all money collected from students pursuant to the Public Elementary and Secondary Student
Fee Authorization Act must be deposited. Included are fees for Extracurricular Activities,
Postsecondary Education and Summer or Night School. Expenditures from this fund must be
for the purposes for which the fees were collected.

© All rights reserved. Nebraska Association of School Boards www.NASBonline.org



