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Business NOT = Schools 

 
• Business:  Purpose – Make profit for owners 

o Accounting:  Purpose – Make Money 

• Track and Maximize the Profit or Loss 

• Report to Investors 

• Prepare for Taxes 

 

 

• Schools:  Purpose – Educate Students 
o Accounting:  Purpose – Use Public Funds to enhance Student Learning 

• Plan Expenditures to match Education Objective 

• Track Expenditures 

• Report to Board of Education 

• Prepare for Public Audit 
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Account Types 

 
• Asset: What the School Owns 

 

• Liability: What the School Owes 

 

• Equity: Equity = Assets – Liability 

 

• Income: Amount of this year’s Income 

 

• Expenditure:  Amount of this year’s Expenditure 
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Worksheet 

Exercise 

• Mark each of the accounts on the list as: 
o A = Asset 

o L  = Liability 

o Q = Equity 

o I   = Income 

o E  = Expenditure 
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Sample – Account Names 
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Account Numbers 

Tell a Story 
 

    10-4-2315-1710-000-0012 

           Activity  

                                           Object 

       Function – Gate Receipts 

        Program – Boys Basketball 

                   Account Type -- Income 

 Fund  Student Activity 
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The Account Structure 
• Fund: 

• Type: 
o 1 = Asset 

o 2 = Liability 

o 3 = Equity 

o 4 = Income 

o 5 = Expenditure 

• Program: The educational program 

• Function:  Account & Type of Income 

• Object:     What you purchased 

• Activity:    Internal number – Not State Assigned 
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Exercise 

 
What is the use of each of the following Accounts 

      FF-T-prog-func-obj-acti 

1. 10-1-0000-8112-000-0000 

2. 10-4-2095-1750-000-0200 

3. 10-5-2250-0000-739-0100 

4. 10-5-3580-0000-613-0500 

5. 10-4-3580-1920-000-0500 

6. 10-3-0000-9850-000-0500 

7. 10-2-0000-9510-000-0000 

8. 10-5-3580-0000-890-0500 
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Exercise 

 
Same Accounts Different Structure 

      FF-T-prog-obje-acti 

1. 10-1-0000-8112-0000 

2. 10-4-2095-1750-0200 

3. 10-5-2250-0739-0100 

4. 10-5-3580-0613-0500 

5. 10-4-3580-1920-0500 

6. 10-3-0000-9850-0500 

7. 10-2-0000-9510-0000 

8. 10-5-3580-0890-0500 
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Exercise 
Write the following accounts in the form 

 FF-T-prog-func-obj-acti 

1. Account to receive Industrial Arts Fee 

2. Account to purchase Football Uniforms 

3. Account to buy Office Supplies for Main Office 

4. General Accounts Receivable Account 

5. Account to hold collected Sales Tax before it is 

transmitted to the state. 

6. Account to Pay Bank Charges 

7. Account to record Bank Interest 
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Standard 

Financial Reports 
• Balance Sheet 

o Assets 

o Liabilities 

o Equity 

 

• Income Report 

 

• Expenditure Report 

 

• Trial Balance 
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We will 
Review  

Each  
Report 

On 
The 

Computer 

The Connection 

Income Report  Balance Sheet 

Income Report 

 

 

 

 

Balance Sheet 
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The Connection 

Expenditure Report  Balance Sheet 

Expenditure Report 

 

 

 

 

Balance Sheet 
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Income/Expenditure 

Report Options 
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Income/Expenditure 

Report Options 
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Entry Fees 0810 
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Income/Expenditure 

Report Options 
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Dues/Fees  Object=170x 
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Check Balance Sheet 

Daily 

19 

Cash Available 

Cash needed NOW 

Cash Needed SOON 

Cash Flow Summary 

What’s Wrong Here? 

 
Balance Sheet 

Cash in Bank   10,000 

Savings                100,000 

TOTAL ASSETS                 110,000 

 

Accounts Payable  25,000 

TOTAL LIABILITIES      25,000 

 

Fund Balance    73,000 

Reserve For Enc      8,000 

Income Control    30,000 

Expenditure Control  -26,000 

TOTAL EQUITY      85,000 
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What’s Wrong Here? 

 
Balance Sheet 

Cash in Bank               100,000 

Savings                  10,000 

TOTAL ASSETS                 110,000 

 

Accounts Payable  25,000 

TOTAL LIABILITIES      25,000 

 

Fund Balance    73,000 

Reserve For Enc                108,000 

Income Control    30,000 

Expenditure Control             -126,000 

TOTAL EQUITY      85,000 
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What happens to the 

Balance at the End of Year 
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TYPE End Of Year Notes 

ASSET Carryover 

LIABILITY Carryover 

EQUITY Carryover  
FUND BALANCE will 
have new balance 

INCOME Set to 0 
Close to Fund Balance 

EXPENDITURE Set to 0 
Close to Fund Balance 



6/17/2010 

12 

End of Year Closing 
 

 

Fund Balance = Old Fund Balance + Income – Expenditure 

 

• AT THE DISTRICT: 
o All Income and Expenditure accounts for a FUND close to the FUND BALANCE for that FUND. 

o This works fine for district books where no group is allowed to carryover a balance but that isn’t 

how it works in most schools. 

 

• AT THE SCHOOL: 
o In 1996 TES-Accounting proposed to the Alabama Department of Education that a NEW accounting 

structure be adopted.   The Activity provided a way for End of Year 

closing to allow a Club, Sport, Organization or Class to maintain a 

carryover balance and still meet the requirements of GAAP Fund 

Accounting. 

6/17/2010 23 

The Activity 

Drama Club 
End of Year Closing: 

DRAMA Fund Balance = 9414.49 + 11,972.25 – 19,358.96 

 

 

 

 

 

 

 

 

 

FUND BALANCE = CARRYOVER BALANCE 
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Fund Balance Account 

THE RULES 
• If an ACTIVITY has an INCOME account OR an 

EXPENDITURE account it MUST have a FUND 

BALANCE. 

• All Fund Balance Accounts must have an IDENTICAL 

account number.   Only the FUND and ACTIVITY 

may be different. 

• DO NOT receipt money to or spend money from a 

FUND BALANCE account. 

• Review FUND BALANCE at the beginning of the year.  

Negative Fund Balance = a Loan from activities with 

a Positive Balance.   Approve NO expenditures until 

the Fund Balance is Positive. 
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Exercise 
Your district has decided to reimburse the school for 

all entry/membership fees.   All you have to do is 

provide a list of checks. 

 

How do you get a list? 
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Audit by Account Segment 
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How does 
MySchoolAccounting know 

where these are in the 
account structure 

Account Definitions 

 
File  Manager  System Definition  Account Definitions 
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Call to Support: 

“I’m Out of Balance!” 

• The books violate one of the equations: 
o ASSETS = LIABILITY + EQUITY 

o TOTAL DEBITS = TOTAL CREDITS 

 

• The cash account(s) won’t reconcile to the BANK. 

 

• A coach says the activity account doesn’t match 

her records. 

 

• There is a serious INNER EAR problem  
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The Accounting Equation 

 
ASSETS    =   LIABILITIES + EQUITY 

Every Transaction must have TWO parts and Maintain the balance. 

 

Examples: 

• Move Money to Savings:   
o - ASSET (Checking)  + ASSET(Savings) 

 

• Write a Check 
o - ASSET(Checking)   - EQUITY(Expenditure – Band Uniforms) 

 

• Write a Receipt 
o + ASSET(Checking)  + EQUITY(Income – Book Fee) 
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Debits – Credits 

Simplify things!  --  YES 

ACCOUNT TYPE BALANCE TO INCREASE TO DECREASE 

ASSET DEBIT DB CR 

LIABILITY CREDIT CR DB 

EQUITY CREDIT CR DB 

INCOME CREDIT CR DB 

EXPENDITURE DEBIT DB CR 
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EVERY TRANSACTION  
will have a DB part and a CR part.     
THERE ARE NO EXCEPTIONS. 

Use a T chart 

Simple Transactions 

TRANSACTION DEBIT CREDIT 

RECEIPT 
RECEIPT(Void) 

Cash 
Income Account 

Income Account 
Cash 

CHECK 
CHECK (Void) 

Exp. Account 
Cash 

Cash 
Exp. Account 
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Discussion Question 
• Obviously your personal checking account is one of 

your ASSETS.    Why does the BANK say “I’m going to 

CREDIT your account when they do a REFUND which 

will INCREASE your ASSET”? 

 

MY ANSWER 
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Accounts Payable 

Process 
Transaction Exp. Account 

DEBIT 
Res. Enc. 
CREDIT 

Acc. Payable 
CREDIT 

Cash 
DEBIT 

PO for $100 100 DB 100 CR 

 
Invoice $90 
Full Payment 
 

 
100 CR 
90 DB 

 
100 DB 

 
 

90 CR 

AP Check 90 CR 
90 DB 

90 DB  
90 CR 

 
Net Change 

 
90 DB 

 
90 CR 
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Exercise 
Write the SIMPLEST transaction needed to VOID the entire sequence. 
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Void Accounts Payable 

Check 

Transaction Exp. Account 
DEBIT 

Res. Enc. 
CREDIT 

Acc. Payable 
CREDIT 

Cash 
DEBIT 

PO for $100 100 DB 100 CR 

 
Invoice $90 
Full Payment 
 

 
100 CR 
90 DB 

 
100 DB 

 
 

90 CR 

AP Check 90 CR 
90 DB 

90 DB  
90 CR 

 
Net Change 

 
90 DB 

 
90 CR 

 

Check (Void) 90 CR 90 DB 
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AP Process 

Partial Payment 
Transaction Exp. Acct. 

DEBIT 
Res. Enc. 
CREDIT 

Acc. Payable 
CREDIT 

Cash 
DEBIT 

PO for $100 100 DB 100 CR 

 
Invoice $90 
Partial Payment 
 

 
90 CR 
90 DB 

 
90 DB 

 
 

90 CR 

AP Check 90 CR 
90 DB 

90 DB  
90 CR 

 
Net Change 

 
100 DB 

 
10 CR 

 
90 CR 
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Purchase Order is left with 10.00 Encumbrance 
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AP Process-Partial Payment 

Close PO 
Transaction Exp. Acct. 

DEBIT 
Res. Enc. 
CREDIT 

Acc. Payable 
CREDIT 

Cash 
DEBIT 

PO for $100 100 DB 100 CR 

 
Invoice $90 
Partial Payment 
 

 
90 CR 
90 DB 

 
90 DB 

 
 

90 CR 

AP Check 90 CR 
90 DB 

90 DB  
90 CR 

 
Close PO 

 
10 CR 

 
10 DB 

 
90 CR 

 
Net Change 

 
90 DB 

 
90 CR 
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AP Process 

NO PO 
Transaction Exp. Acct. 

DEBIT 
Res. Enc. 
CREDIT 

Acc. Payable 
CREDIT 

Cash 
DEBIT 

Invoice $90 
 

90 DB 90 CR 

AP Check 90 CR 
90 DB 

90 DB  
90 CR 

 
Net Change 

 
90 DB 

 
90 CR 
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How does the system know 

which account is CASH? 
File  Manager  Posting Definitions  Browse Posting Definitions 
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Trial Balance 

An Auditor’s View 
Reports  Financial Statements  Trial Balance 
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Trial Balance 
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