
SECTION A: Accounting 
 

This section is intended to provide information on general College accounting practices. It is not 
intended to serve as an authoritative source of accounting policy. 
 
The College issues financial statements in accord with Generally Accepted Accounting 
Principles (GAAP), and the College follows the guidance set forth by the Governmental 
Accounting Standards Board (GASB).  Questions on accounting for College financial activity 
may be directed to the Systems Office Business Affairs. 
 
 

FUND ACCOUNTING 
Fund accounting is a manner of organizing and managing the accounting by which resources are 
classified for financial accounting and reporting. This is in accordance with activities or 
objectives as specified by donors, regulations, restrictions, or limitations approved by sources 
outside the institution, or with directions issued by the State Board of Trustees. 
 
A fund is a self-balancing group of accounts consisting of assets, liabilities, revenues, 
expenditures, and fund balance. Each fund is separated in the financial records of the College 
and is limited to a specific use. This separation ensures the integrity of the individual funds and 
provides the necessary fiscal control over each fund group. 
 
A fund group is comprised of like funds and may be divided into two classifications, restricted 
and unrestricted. Restricted funds are those funds that are provided by donors or external 
agencies for specific purposes, programs or departments. Unrestricted funds are those funds that 
the College has the flexibility to designate the use of in its operation of the College. 
 
Currently, Ivy Tech Community College of Indiana (Ivy Tech) operates the following fund 
groups: 

I. Current Funds 
a. Unrestricted 

i. Operations 
ii. Auxiliary  

iii. Unrestricted Gift Funds 
b.  Restricted 

i. Sponsored Programs 
ii. Restricted Financial Aid 

iii. Restricted Gifts  
II. Loan Funds 

III. Endowment and Similar Funds 
IV.  Quasi Endowment 
V. Plant Funds 

a. Unexpended  
b. Renewal & Replacement 
c. Retirement of Indebtedness 



d. Investment in Plant 
VI. Agency Funds 

a. Payroll 
b. Student Government/Clubs 

 
I. CURRENT FUNDS 

The current fund group accounts for those economic resources which are expendable for the 
purpose of performing the primary mission of the College. This fund group contains three basic 
sub groups. They are Unrestricted, Restricted, and Auxiliary. 

 
ASSETS - includes object classes of cash, investments, and accounts receivable. 
LIABILITIES - includes object classes of accounts payable and accrued expenses. 
FUND BALANCE - includes object classes that are allocated and unallocated. 
REVENUE - includes object classes of tuition and fees, state appropriations, overhead 
recoveries and investment income. 
EXPENDITURES - includes object classes of employee compensation, consumable 
supplies, employee travel, and utilities. 

 
A. Unrestricted Current Funds 

i. Operations Fund 
The operations fund accounts for the general operation of the College in fulfilling its mission.  

ii. Auxiliary (Reference: FMM, Section K)  
Auxiliary Enterprise Funds reflect financial data from activity conducted to provide a service 
either directly or indirectly to students, faculty or staff. An objective of the Auxiliary 
Enterprise Fund is to be self-supporting. After an auxiliary enterprise becomes self-
supporting and excess revenue is generated, this excess can be used (with appropriate 
approvals) to supplement the regional operation of the College.  
 
Currently the Auxiliary Enterprise Fund group maintains the following sub-groups: 
 

1.  Auxiliary Enterprise Bookstore 
2.  Unrelated Business Income Activities 
3.  Medical and Dental Self-Insurance  
 

iii. Unrestricted Gift Funds (Reference: FMM, Section L) 
The unrestricted gift funds account for the expenditure of unrestricted gifts made to the 
College.  The Unrestricted Gift Fund includes assets, liabilities, fund balance, revenues, and 
expenditures. These funds are provided to the College without restrictions established by the 
donor.  The donor receives no direct benefit and requires nothing in exchange beyond an 
assurance that the donation will be used to support the mission of the College.  Additional 
information regarding gift funds may be found in Section L, Sponsored Programs. 

 
 



B. Restricted Current Funds 
 
Restricted Current Funds are those available for financing operations, but which are limited in 
use by external agencies and other donors to specific purposes, programs, or functions. 

i. Sponsored Program Funds (Reference: FMM, Section L)  
1. Federal 
2. State 
3. Local 
4. Apprenticeship 
5. Private Grants and Contracts 

 
Sponsored Program Funds noted above relate to specific grants, contracts and agreements 
between the College and external "Public" governmental entities, or "Private" organizations 
or individuals funded for the particular restricted purpose specified. Each of these individual 
programs is categorized by fund, according to the governmental entity or type of private 
organization that has entered into the agreement with the College.  

ii. Financial Aid Funds (Reference: FMM Section F) 
Ivy Tech offers various federal, state, and local financial aid assistance to its student body. 
These programs are designed to assist those students with a financial need to attend Ivy Tech. 
While operating these programs, the College accepts a fiduciary responsibility to the granting 
agency. The College is responsible for administering these programs according to the 
granting agencies' regulations and sound management policies. 

 
The financial aid programs are accounted for in the following restricted current funds: 
 

1. Financial Aid Federal 
2. Financial Aid State 
3. Financial Aid Other 
4. Financial Aid Loans 
 

iii. Restricted Gift Funds (Reference: FMM, Section L) 
Ivy Tech is the benefactor of restricted gift funds. These funds are provided to the College 
upon restrictions established by the donor.  Additional information regarding gift funds may 
be found in Section L, Sponsored Programs. 

 
 

II. LOAN FUNDS 
Loan Funds account for those resources that are available for loans to students, faculty and staff. 
Loan programs operated by the College are for the benefit of the students through the Federal 
Direct Loan program and alternative/private loans. In addition, there may be campus-based 
emergency loan funds available to students. 

 
 
 



III. ENDOWMENT and SIMILAR FUNDS 
Use of the word "Endowment" relates to disposition of the corpus (original principal) of the 
fund. Income earned from investment of the principal can be expended, and may be restricted or 
unrestricted depending upon the declarations of the donor.   

A.  Quasi Endowment 

The College operates a Quasi Endowment Fund. A Quasi Endowment Fund represents funds 
established by the governing board to function like an Endowment Fund, but which can be 
terminated by the board at any time. Both income and principal are expendable. 
 

 
IV. PLANT FUNDS 

The Plant Fund group accounts for new construction, repair and rehabilitation of existing 
facilities, retirement of indebtedness, and the assets and liabilities of the College. The Plant 
Funds are divided into the following sub-groups: 

A. Unexpended Plant Fund 

This fund is used to account for the construction of new facilities. 

B.  Renewals and Replacements 

This fund is used to account for repair and rehabilitation of existing facilities. 

C.  Retirement of Indebtedness 

This fund is used to record the payment of both short-term and long-term debt obligations 
resulting from the financing for the construction of facilities or the acquisitions of major 
equipment. 

D.  Investment in Plant 

The Investment-In-Plant is a self-balancing group of accounts and not a fund. The 
Investment-In-Plant group of accounts is used to record fixed assets and long-term liabilities 
of the College 

 
 

V. AGENCY FUNDS 
Agency Funds account for the resources held by the institution as custodian or fiscal agent for 
students, faculty organization, or governmental agencies. An Agency Fund consists of only 
assets and liabilities for financial statement reporting.   However, the college does maintain 
revenue and expense sub-ledgers for operating purposes related to student government and clubs.  
 
Ivy Tech operates the following Agency Funds:  



A.  Agency Fund Payroll 

The payroll fund accounts for federal, state and county taxes, employee payroll deductions, 
and College benefit contributions not yet forwarded to the appropriate agency. 

B. Agency Fund Student Government and Clubs  

This fund is to account for student activities funded from the student activity fee and/or 
student government activities.  

 
The College accounting system accepts the recording of revenue and expenditures within 
these accounts. This is designed to provide information only on additions and deductions to 
assets and liabilities. The activity will close to Fund Balance and the Fund Balance will be 
reclassified to the appropriate liability account during the financial statement preparation 
process. 

 
 

ACCRUAL ACCOUNTING 
Ivy Tech reports its activities on an accrual basis of accounting. Accrual accounting represents 
the effects of transactions on the assets and liabilities in the period the event occurs, not when 
cash is received or paid. The accrual method is used to match expenditures and revenues within 
the operating cycle of the College (July 1 to June 30). The recording of accounts receivable and 
accrued liabilities using accrual accounting enables the College to measure its financial position 
at a given date. 

I. Assets 
II. Liabilities  
III. Deferred Outflows and Inflows of Resources 
IV. Revenue 
V. Expenditures 
VI. Net Position 
VII. Financial Statements 

 

I. ASSETS 
Assets of the College represent those items that are determined by generally accepted accounting 
principles to be economic resources of the College. Assets are divided into two main categories: 

A. Current Assets 

Current assets of the College represent those items that can be consumed or realized during 
the current operating cycle. The following represents the current assets of the College: 

 
i. Cash 
Funds available to meet the operating expenditures of the College. 

 



ii. Accounts Receivable 
Revenue earned by the College but not yet collected. A Contra asset account may accompany 
an accounts receivable. The Contra asset account establishes an "Allowance for Uncollectible 
Accounts Receivable." The establishment of this account allows the accounts receivable to be 
reported on a more realistic basis. 

 
iii. Inventories 
Current inventories represent those items that are used during the current operating cycle to 
continue current operations. 

 
iv. Investments 
Investing of excess short-term cash for the purpose of generating additional revenue. 

 
v. Prepaid Items 
Expenditures for benefits not yet received 

B. Noncurrent Assets 

i. Long Term Investments 
Investments that are not expected to be converted into cash within one year from the date of 
the Statement of Net Assets. 

 
ii. Capital Assets  
Represent those items of the College that economic resources of the College were used to 
acquire and with a unit acquisition cost of $3,000 or more and have a useful life of one year 
or greater. Capital assets may be real or personal property. They can be acquired by purchase, 
(includes capital leases), gift, bequest, or produced by the College. Please reference Section 
N, Fixed Assets, for the capitalization policy. 

1. Real Property 
Land: Represents the purchase price and additional costs, such as legal fees, 
brokers' commissions, title fees, razing, and other costs directly related to the cost 
of acquiring the property. If the land is donated, then the fair market value at the 
time of donation represents its value to the College. 
Land improvements: All improvements made to land such as paving, sidewalks, 
et al. 
Buildings and Improvements: Represent the cost other than land and moveable 
equipment in the construction or purchasing of an existing facility. If the building 
is being constructed and being financed from a debt agreement, then the interest 
paid during the construction phase is capitalized with the building cost. If the 
building is donated, the same rule applies as with land.  
Repair and Rehabilitation Projects: Represents those items that increase the 
value, efficiency, or usefulness of the facility and are capitalized when the project 
has a cost of at least $10,000. 
Leasehold Improvements: Represent the improvements made to leased facilities 
of the College in preparing or remodeling for College use. 

2. Mobile Units and Improvements 



The cost of acquiring mobile units and/or remodeling of those units. 
3. Construction-In-Progress 

Includes all construction projects that are not completed by the fiscal year end. 
4. Personal Property 

Represents all equipment owned by the College either purchased, leased (capital), 
gift, bequest, or produced by the institution. Equipment is subdivided into the 
following areas: 
Instructional Equipment: All equipment used in the instruction of students, 
ranging from classroom furniture to lab equipment. 
Office Furniture and Equipment: Furniture and equipment used in the 
administration of the College (desks to calculators). 
Machinery and Vehicles: Includes non-instructional equipment and vehicles 
ranging from hand tools to cars. 
Computer Equipment: Represents computer equipment such as servers, 
personal computers and data communications equipment. 
Library: All books, tapes, periodicals costing over $35 and are generally 
capitalized as a group. 

 
 

II. LIABILITIES 
Liabilities represent obligations of the College arising from past events and are to be satisfied by 
paying cash, transferring of assets, or providing future services. A liability has technically 
occurred when it can be reasonably estimated and assured of happening. Liabilities are generally 
divided into two categories: 

A. Current Liabilities 

Current Liabilities are designated obligations that are to be liquidated during the current 
operating cycle and by using current assets. The College recognizes the following current 
liabilities: 

 
i. Accounts Payable and Accrued Liabilities 
Materials and supplies acquired for the delivering of services to the students, faculty, or 
staff of the College. 

 
ii. Compensated Absences 
The current portion of the value of the of unused vacation and sick leave balances, which 
the College is obligated to pay as of the date of the Statement of Net Position. 

 
iii. Unearned Revenue 
Monies received in the current year for services, tuition and fees, and not applicable with 
GASB Statement No. 63 Financial Reporting of Deferred Outflows or Resources, 
Deferred Inflows of Resources, and Net Position. 

 
iv. Current portion of debt obligation 
The current portion of long-term debt that is to be liquidated within the current period. 



 
v. Deposits held in custody for others 
Monies that are not controlled by the College and are being held in a fiduciary capacity.  
Examples, included payroll taxes, and student government monies. 

B. Long-term Liabilities 

Long-term liabilities represent those items that are planned to be paid back over a period in 
excess of one year. Long-term liabilities of the College represent the principal amounts of 
Bond Indentures and Lease/Purchase agreements. 

 
i. Compensated absences  
The non-current portion of the value of the of unused vacation and sick leave balances, 
which the College is obligated to pay as of the date of the Statement of Net Position. 

 
ii. Long-term debt and other obligations 
The portion of long-term debt that is not to be liquidated within the current period. 

 
iii. Net pension liability 
An actuarially determined pension liability related to the defined pension plan 
administered by the Public Employees Retirement Fund (PERF). 

  
iv. Other post-employment benefits 
Medical and dental benefits received by an employee when he or she begins retirement. 

 
 

III. DEFERRED OUTFLOWS AND INFLOWS OF RESOURCES 

A. Deferred Outflows of Resources 

A consumption of net assets by the College that is applicable to a future reporting period. 
They have a positive effect on net position, similar to assets.  Recognition of deferred 
outflows of resources is limited to those instances identified by the GASB in authoritative 
pronouncements.  Currently the College reports deferred outflows of resources related to 
pensions and if applicable, the College’s other postemployment benefits plans.   

B.  Deferred Inflows of Resources 

An acquisition of net assets by the College that is applicable to a future reporting period.  
They have a negative effect on net position, similar to liabilities.   Recognition of deferred 
inflows of resources is limited to those instances identified by the GASB in authoritative 
pronouncements.  Currently the College reports deferred inflows of resources related to 
pensions and other postemployment benefits plans. 
 
 
 



IV. REVENUE 
Revenue represents the increase in assets provided from the delivering of services or other 
earning activities delivered by the College. Current sources of revenue are: 

A.  Tuition and Fees 

All tuition and fees assessed against students for the delivery of instruction. 

B. Governmental Appropriations 

Includes all unrestricted and restricted appropriations for the current operation of the College. 

C. Governmental Grants and Contracts 

Grants and contracts awarded by a governmental agency. 

D.  Private Gifts, Grants and Contracts 

Non-governmental source for the purpose of a particular instruction or a select group of 
instruction. 

E.  Interest Income 

Income earned from the investments of the College. 

F.  Sales and Services of educational departments 

Income received from the sale of student produced goods. 

G.  Auxiliary enterprises 

Commission income related to the leasing of College bookstores and income from trade and 
business type activities. 

H.  Other Income 

All other income that cannot be classified into one of the above categories. 
 
 

V. EXPENDITURES 
Expenditures represent the cost of goods and services used or acquired by the College in 
providing its services to the public. Current classifications of expenditures are: 

A.  Salaries and wages 

The amount paid to employees of the college 



B. Fringe Benefits 

The College paid fringe benefits provided to College employees. 

C.  Scholarships and fellowships 

Federal, State and College provided financial aid provided to students  

D.  Utilities  

Expenditures for college owned or leased facilities related to electricity, gas, water, etc. 

E.  Supplies and Expenses 

Identifies expenditures other than those listed here. 

F.   Leases 

Expenditures for leased facilities and equipment. 

G.  Depreciation 

The amount recognized related to the decrease in the college capital assets due to use, wear 
and tear or obsolescence. 

 
 

VI. NET POSITION 
Net position is the residual of all other elements presented in a statement of financial position.  
Net position is an element of the statement of financial position and is measured by the 
difference between assets and deferred outflows of resources and liabilities and deferred inflows 
of resources. 
 
 

VIII. FINANCIAL STATEMENTS 
The College prepares and distributes an annual financial report. The report is prepared to meet 
internal needs, as well as to provide data for oversight bodies and for public distribution.  
 
The annual financial report includes:  
 

A.  Management’s Discussion and Analysis 
B. Statement of Net Position 
C. Statement of Revenues, Expenses, and Changes in Net Position 
D. Statement of Cash Flows 
E. Notes to the Financial Statements.  

 



Additional schedules, statements, etc. are included in the report as supplemental information to 
assist the reader/user of the report.  

A. Management Discussion and Analysis 

Provides summary level financial information and is designed to focus on current activities, 
significant changes, and currently known facts. 

B.  The Statement of Net Position 

Reflects the overall financial position at the end of the College’s fiscal year-June 30. 
Comparative data is presented for Prior Year. 

C.  The Statement of Revenues, Expenses, and Changes in Net Position 

Reports the results of the College’s operations for the fiscal year ending June 30. 

D.  The Statement of Cash Flows  

Reports the cash generated and used during the fiscal year ending June 30. 

E.  The Notes to Financial Statements  

Considered to be an integral part of the financial statements. A summary of significant 
accounting policies is contained. The summary briefly describes general college and 
foundation information, measurement focus, basis of accounting and financial statement 
presentation information. Additional notes are contained as required for fair presentation. 
Including but not limited to; accrual of loss contingency, lease obligations, investments, post-
employment benefits, risk management, retirement plans, capital assets, notes payable, 
compensated absences, and bond schedules. 

 
Required supplementary information includes information concerning Other Post-
Employment Benefits, and Defined Benefit Pension information. 

 
Other schedules are provided including annual bond requirements, student financial aid 
expenditure information and student enrollment trends. 

 
 
Reviewed June 17, 2020 
 


