
AUDITOR OF PUBLIC ACCOUNTS 
LOCAL GOVERNMENT GASB 84 GUIDANCE 

 
Background 

Through our review and interpretation of the Governmental Accounting Standards Board 
Statement No. 84, Fiduciary Activities (GASB 84) and the GASB Implementation Guide 2019-2, Fiduciary 
Activities (GASB 84 Implementation Guide), the Auditor of Public Accounts (Office) is providing guidance 
for Virginia localities and school divisions (local governments) to consider when making decisions about 
whether funds should be classified as fiduciary funds under GASB 84.  The following guidance is specific 
to only evaluating Other Fiduciary activities in accordance with the standard. 

 
Local governments should keep in mind that changes from GASB 84 may affect funds that were 

previously considered fiduciary but may no longer meet the new criteria and should now be reported as 
part of the primary government (i.e.: as governmental funds or proprietary funds).  Our Office is aware 
of certain financial activities at a local government, which may need further evaluation to determine 
whether the activities meet the GASB 84 criteria for classifying as fiduciary funds.  
 

• Funds held by a sheriff’s office or jail, such as commissary/canteen funds, inmate 
accounts, or seized assets/evidence 

 
• School division’s student activity funds 

 
• Special welfare funds 
 
This listing is not all-inclusive but represents the 

key type of financial activities for which our Office has 
received multiple, frequently asked questions regarding 
GASB 84.  This guidance is intended to help promote 
consistency in financial reporting for Virginia local 
governments, but it is not intended to analyze each fact 
and circumstance nor address each local government’s 
specific situation.  We encourage local governments to 
consult with their audit firms about any unique 
reporting circumstances.  As the external auditors, the 
CPA firms have more involvement and hands-on 
experience with understanding the specific financial 
activity occurring at the local governments; accordingly, 
the CPA firms will be more knowledgeable in assisting 
with implementing GASB 84 as it impacts the local 
governments.  
 

Our Office is providing guidance related to 
GASB 84 to help promote consistency in 

financial reporting for Virginia local 
governments.  This guidance is not intended 
to analyze each fact and circumstance nor 
address each local government’s specific 

situation.   

Local governments should consult with their 
audit firms about any unique reporting 

circumstances.  As the external auditors, the 
CPA firms will be more knowledgeable in 

assisting with implementing GASB 84 as it 
impacts local governments.  



Steps to Evaluating Other Fiduciary Activities Under GASB 84 

The local government should apply the following concepts and specific criteria from paragraphs 
11-12 of GASB 84, to determine whether the activity is considered fiduciary.  If the criteria in these steps 
are not met, the activity does not meet the new definition for a fiduciary fund classification and should 
be reported as either governmental funds or proprietary funds in the local government’s financial 
statements.  The potential fiduciary activity must meet all the criteria in Steps 1A and 1B, plus any of the 
criteria in Step 2. 

 
Step 1A: Has Control been met? 

 
Control is met when the local government holds the assets or has the ability to direct the use, 

exchange, or employment of the assets.  Examples of control may include assets or funds being held in 
a bank account under the local government’s name, or the local government setting the policy for how 
the assets are used. 
 
Step 1B: What is the Source of the assets in the activity?  
 

The assets are not derived solely from the government’s own-source revenues.  For example, the 
source of revenues cannot be from water and sewer charges, sales and income taxes, or property taxes.  
Additionally, the assets are not derived from government-mandated non-exchange transactions or 
voluntary non-exchange transactions, with the exception of pass-through grants for which the local 
government does not have administrative involvement or direct financial involvement.  Local 
governments should review guidance at GASB Statement No. 24, paragraph 5, for specific guidance 
about administrative involvement and direct financial involvement of a government that is a recipient 
of a pass-through grant.  

 
 
 

Step 1A

Evaluate the Control aspect of the 
assets

Step 1B

Evalute the Source of the assets

- Assets not derived from own-
source revenues

- Assets not derived from 
government-mandated or 

voluntary nonexchange 
transactions (exception of pass-

through grants)



Step 2: Do the assets associated with the activity have one or more of the following characteristics? 
 

• The assets are administered through a trust or 
equivalent arrangement in which the local 
government is not a beneficiary; assets are 
dedicated to providing benefits to recipients in 
accordance with the benefit terms; and the 
assets are legally protected from the creditors 
of the government. 

• The assets are for the benefit of individuals, 
and the local government does not have 
administrative involvement or direct financial 
involvement with the assets. Additionally, the 
assets are not derived from the local 
government’s general provisions of goods and 
services to the individuals. 

• The assets are for the benefit of organizations 
or other governments that are not part of the 
financial reporting entity, and the assets are 
not derived from the local government’s 
general provisions of goods and services to the 
individuals. 

 

 

The local government should consider the following examples, which generally indicate that the 
government does have administrative involvement:  

 
• The local government sets specific 

requirements or has an approved policy 
in place for monitoring the requirements 
or compliance. 
 

• The local government has set policy to 
determine eligible expenditures; the local 
government goes through a formal 
budgetary/appropriation process for the 
funds. 

 

• The local government has the ability to 
exercise discretion over how assets are 
allocated or used. 

Step 2

Held in trust or equivalent arrangement, 
government not the beneficiary

- For the benefit of individuals
- No administrative or direct financial 

involvement
- Not derived from the government's 

general provision of goods and services to 
the individuals

Held for the benefit of an organization or 
other government not a part of the 

reporting entity

The local government should closely 
evaluate the criteria aspect of 

administrative involvement.  In many 
circumstances, the local government will 

have substantive administrative 
involvement, which will likely be the 

determining factor that the activity does 
not meet criteria to be classified as a 

fiduciary fund in accordance with GASB 84.  



Further, GASB 84 gives an example that a local government has direct financial involvement if the 
local government provides matching resources.  If any of the above aspects are true regarding a local 
government having administrative involvement or direct financial involvement, the activities do not meet 
the definition of a fiduciary activity.  In many circumstances, the aspect of the local government having 
substantive administrative involvement will likely be the determining factor that the activity does not 
meet criteria to be classified as a fiduciary fund in accordance with GASB 84. 
 
Materiality Considerations  

When evaluating the applicability and scope of GASB 84, management at the local governments 
may consider the aspect of materiality.  The GASB states that while all standards apply to all state and 
local governments, they may not need to be applied or implemented for every transaction if the effect 
of doing so would be immaterial.  In other words, while all GASB standards apply, they may not be 
relevant for every transaction based on significance and materiality.  Every GASB pronouncement 
contains a materiality box stating in bold type: The provisions of this Statement need not be applied to 
immaterial items.  A level of materiality is not specifically defined by GASB nor the Auditor of Public 
Accounts, as this should be based on management applying professional judgment when quantitatively 
and qualitatively evaluating the local government’s own facts and circumstances.  Management may 
want to consider concepts on materiality from the GASB Implementation Guide 2015-1 Question 7.4.1.  
Certain excerpts from this question from the GASB Codification, Section 2200, paragraph .702-5, are 
provided below.  
 
Question—In preparing financial statements, how should those financial statements be viewed for 
determining materiality? 
 
Answer— [Applicable excerpts provided] 
Decisions about what should be reported separately in the basic financial statements were based on the 
understanding that users need financial statements or information to be provided for certain reporting 
units within a primary government.  Some information is required to be reported because of its 
quantitative significance; other information may be required for qualitative reasons rather than its 
monetary significance.  Materiality determinations, both quantitative and qualitative, made in preparing 
financial statements should be responsive to, and consistent with, those requirements. 
 
The components of the remaining fund information—nonmajor funds, internal service funds, and 
fiduciary funds—may or may not be quantitatively material.  The determination of how the data 
presented for those reporting units should be assessed should be based on professional judgment 
considering relevant qualitative factors and the relationship of the remaining fund reporting units to 
other appropriate information in the financial statements.  For example: 
 

• Quantitative materiality for the aggregated nonmajor (governmental or enterprise) funds or 
internal service funds could be based on the significance of the column compared to all 
governmental and proprietary funds. 
 

https://www.gasb.org/cs/ContentServer?cid=1176168716224&d=&pagename=GASB%2FPage%2FGASBSectionPage


• The aggregated internal service funds and the nonmajor enterprise funds also could be 
evaluated against all proprietary funds. Similarly, the nonmajor governmental funds column 
might be compared to total governmental funds.  

 

• The quantitative materiality determination for each type of fiduciary fund could be made 
based on the significance of those funds to all fiduciary funds of the reporting government, or 
it could be based on the significance of those funds to all funds of the government. 

 
In all cases, qualitative materiality aspects should be appropriately considered. 
 
Budgetary Considerations  

The Auditor of Public Accounts cannot provide a legal opinion regarding whether a local 
government must go through the budgetary process to appropriate any activity that is now reported as 
a governmental fund because it no longer meets the criteria for reporting as a fiduciary fund; for 
example, budgeting for student activity funds that are now reported as governmental funds.  These 
decisions will need to be managed at the local level.  Since this is a legal related matter, our Office would 
recommend that the local government seek guidance from its legal counsel.  Further, the local 
government’s legal counsel may want to consider directly inquiring with the state Attorney General’s 
office to provide further assistance and guidance on this matter.   Since the appropriation process is a 
key budgetary control, local governments may want to further consider as a best practice that budgeting 
for this activity may be essential as a sound internal control mechanism. 

 
Governmental Fund Reporting Considerations 

The local government should determine if the amounts held as assets for any activities that are 
now reported as governmental funds, due to changes with implementing GASB 84, meet the definition 
prescribed for restricted or committed fund balance per GASB Statement No. 54 (GASB 54) for reporting 
in a special revenue fund.  Otherwise, these assets should be included in the general fund.  GASB 54 
specifies that, for financial reporting purposes, a special revenue fund may only be established around 
one or more revenue sources that are restricted or committed to purposes other than capital projects 
or debt service.  GASB 54 defines restricted fund balance as amounts constrained to specific purposes 
by their providers (such as grantors, bondholders, and higher levels of government), through 
constitutional provisions, or by enabling legislation.  GASB 54 defines committed fund balance as 
amounts constrained to specific purposes by a government itself, using its highest level of decision-
making authority, and amounts cannot be used for any other purpose unless the government takes the 
same highest-level action to remove or change the constraint.  For example, student activity funds at a 
school division may meet the definition of committed funds for special revenue fund reporting if the 
local governing body and school board specify as such in its own internal fund balance policy and through 
its local decision-making authority by passing a resolution or ordinance.  
  



Funds Held by Sheriff’s Office 

Reporting Considerations for a Sheriff’s Office 

The Code of Virginia §15.2-1615 speaks to a financial relationship between the sheriff’s office 
and the city or county through the following aspects—the sheriff’s office is required to deposit specific 
funds with the locality treasurer or finance director, and the sheriff’s accounts and books are required 
to be audited along with the locality’s annual audit.  This financial and audit relationship conveyed in the 
Code of Virginia supports a financial reporting relationship between the sheriff’s office and the locality.  
While the sheriff stands alone as a constitutional officer under state law and may hold separate accounts 
for inmate related funds and other funds, from a governmental financial reporting perspective, the city 
or county may determine that funds held by the sheriff’s office should be reported as fiduciary funds in 
the local government’s financial statements in order to comply with governmental generally accepted 
accounting principles.  Accordingly, the sheriff’s office should comply with the city’s or county’s request 
to provide accurate and complete financial activity for the local government’s financial reporting in 
accordance with GASB 84.  
 
Example Scenarios for Funds at a Sheriff’s Office 

Scenario A: Canteen/Commissary Profits and Telephone Commissions 

• The inmate canteen/commissary operations at a local jail typically generate profits from the 
sale of canteen items to the inmates.  The sheriff may also include telephone commissions 
and administrative fees in the canteen/commissary proceeds account and use these funds to 
support inmate educational or recreational programs. 
 

• The sheriff’s office is required to maintain the funds in a separate bank account.  State law 
designates the canteen/commissary funds as public funds.  Funds are not administered 
through a trust or equivalent arrangement. 
 

• State law requires that the canteen/commissary profits should be used to directly benefit the 
inmates, as prescribed by the sheriff.  For example, the net profits may be used for the 
following: education services; recreation services; library services; indigent inmate care; 
inmate hygiene and medical equipment; and counseling and pastoral care services.   
 

• The sheriff is responsible for setting internal policy to ensure compliance that the 
canteen/commissary profits are spent on eligible expenditures to benefit the inmate as 
required by the state statute.  The sheriff determines how the profits may be used for eligible 
expenditures.  

https://law.lis.virginia.gov/vacode/title15.2/chapter16/section15.2-1615/


GASB 84 Criteria Sheriff Scenario A Evaluation 
Step 1A: Control? Yes: Funds are held in a separate bank account in the sheriff’s name. 
Step 1B:  Assets not derived solely 
from the government’s own-source 
revenues? Yes  

Step 1B:  Assets not derived from 
government-mandated non-
exchange transactions or voluntary 
non-exchange transactions? Yes 

Step 2: Assets are for the benefit of 
individuals? 

No: Assets are for the benefit of the inmates (individuals), but also for 
the benefit of the local government since some profits may be used for 
general operations. 

Step 2: Local government does not 
have administrative involvement or 
direct financial involvement? 

No: The sheriff’s office has various aspects of administrative 
involvement as noted above to include responsibility for setting 
internal policy to ensure compliance and using discretion to determine 
how to spend profits on eligible expenditures.  

Step 2: Assets not derived from the 
local government’s general 
provision of goods and services to 
the individuals? 

No: Assets would be considered derived from the local government’s 
provision of goods and services to the inmates because in effect, the 
funds serve to reduce the amount of resources the local government 
would otherwise have to raise to pay for those expenditures. (See 
GASB Implementation Guide question 7.52.2 noted below.) 

Conclusion:  
Report as a governmental fund; does not meet criteria above 
for reporting as a fiduciary fund. 

 
Scenario B: Inmate Funds Held by Sheriff 

• Funds held for inmates, referred to as Inmate “Trust” funds in the Virginia Sheriff’s 
Accounting Manual published by the Auditor of Public Accounts, typically include any money 
provided by an inmate at the time of incarceration, funds deposited with the sheriff by others 
for an inmate, and wages and salaries paid to an inmate. 
 

• The sheriff’s office is required to maintain the funds in a separate bank account, separate and 
apart from all other funds received and disbursed by the facility.  The sheriff acts as the 
custodian of the funds on behalf of the inmates.  Funds are not administered through a trust 
or equivalent arrangement. 
 

• Inmate property and funds are required to be returned upon release or transfer of the 
inmate.  
 

• Inmates have the ability to determine how they use their funds, such as for canteen purchases 
and other approved purchases.  Funds may also be used for remittances to family or for fines 
and costs, fees for medical treatment, or work release.   

http://www.apa.virginia.gov/data/download/local_government/manuals/Sheriff%20Manual.pdf
http://www.apa.virginia.gov/data/download/local_government/manuals/Sheriff%20Manual.pdf


GASB 84 Criteria Sheriff Scenario B Evaluation 
Step 1A: Control? Yes: Funds are held in a separate bank account in the sheriff’s name. 
Step 1B:  Assets not derived solely 
from the government’s own-source 
revenues? Yes 
Step 1B:  Assets not derived from 
government-mandated non-
exchange transactions or voluntary 
non-exchange transactions? Yes 

Step 2: Assets are for the benefit of 
individuals? Yes: Assets are for the benefit of the inmates. 

Step 2: Local government does not 
have administrative involvement or 
direct financial involvement? 

Yes: The sheriff only acts as custodian of the funds. Inmates have 
discretion to choose how to use their funds. 

Step 2: Assets not derived from the 
local government’s general 
provision of goods and services to 
the individuals? Yes: Funds are derived from inmates or others. 

Conclusion:  Report as a custodial fiduciary fund. 
 

Scenario C: Seized Assets/Evidence Held by Sheriff 

• The sheriff’s office may hold seized property and cash that constitutes evidence that is part 
of an investigation.  The sheriff is responsible for securing the evidence until presented in 
court and final disposition is made.  Funds are not administered through a trust or equivalent 
arrangement. 
 

• If the sheriff must maintain custody of the seized money for possible court testimony, the 
sheriff may need to deposit the money in a separate bank account until final disposition.  If 
the assets are not held in a bank account, the sheriff is required to hold the seized assets in a 
separate, secure evidence room with limited access by authorized personnel.  

 
GASB 84 Criteria Sheriff Scenario C Evaluation 

Step 1A: Control? 
Yes: Funds are held in a bank account or in sheriff’s control in secure 
evidence room. 

Step 1B:  Assets not derived solely 
from the government’s own-source 
revenues? Yes 

Step 1B:  Assets not derived from 
government-mandated non-
exchange transactions or voluntary 
non-exchange transactions? Yes 

Step 2: Assets are for the benefit of 
individuals? 

Yes: Since funds are seized assets/evidence, they are for the benefit of 
individuals in an investigation. 



Step 2: Local government does not 
have administrative involvement or 
direct financial involvement? 

Yes: The sheriff only acts as custodian of the funds until presented in 
court and final disposition is made. 

Step 2: Assets not derived from the 
local government’s general 
provision of goods and services to 
the individuals? Yes: Funds are seized assets/evidence in an investigation. 

Conclusion:  Report as a custodial fiduciary fund until disposition of funds. 
 

GASB Implementation Guidance Questions Specific to Funds at a Sheriff’s Office 

The GASB 84 Implementation Guide provides the following two questions that relate to inmate 
funds held by a sheriff’s office or jail. 

 

Question 4.14—A county government operates a jail. Some inmates have jobs in the jail, and their 
earnings are deposited into an account established for each inmate. Families of inmates also can 
deposit resources into the inmates’ individual accounts. The county is the custodian of the individual 
accounts. Inmates use the resources in their individual accounts to make purchases at the 
commissary. Neither the county government nor any jail official has the authority to determine how 
the inmate will use the funds in their individual account. When an inmate is released, any remaining 
balance in their individual account is paid to them. Should the county report the inmate accounts in 
its fiduciary fund financial statements? 
 
Answer—Yes. The county is holding the inmate accounts, so the control criteria in paragraph 12 of 
Statement 84 are met. The assets are not derived from the county’s own-source revenues or from a 
government-mandated nonexchange transaction or voluntary nonexchange transaction. Moreover, 
the assets are for the benefit of individuals (the inmates), and the county does not have administrative 
involvement or direct financial involvement with the assets because the inmates have discretion on 
how the assets are spent. Finally, although the assets may be used to generate commissary revenue 
for the county, the assets themselves are not derived from the government’s provision of goods or 
services to the inmates. (See also Question 4.24.) 
 
Question 4.24—A county government operates a jail. Some inmates have jobs in the jail, and their 
earnings are deposited into an account established for each inmate. Families of inmates also can 
deposit resources into the inmates’ individual accounts. Inmates sometimes use the resources in their 
accounts to order stationary or magazines from outside of the facility, to the extent that there are 
adequate funds in their individual accounts. A jail corrections officer is required to provide a signature 
authorizing an inmate’s expense when ordering items outside of the correction facility. The signature 
is required to help ensure that contraband does not enter the facility. For purposes of applying 
paragraph 11c(2) of Statement 84, does the county have administrative involvement with the 
individual accounts?  

https://www.gasb.org/jsp/GASB/Document_C/DocumentPage?cid=1176172846170&acceptedDisclaimer=true


Answer—No. Ensuring that illegal items are not purchased by the inmates does not constitute 
administrative involvement. Keeping contraband out of the facility is a general goal of the county, 
thus, ensuring compliance with contraband laws is not specific to this activity. (See also Question 
4.14.) 
 

The GASB Implementation Guide 2020-1, Implementation Guidance Update—2020 also provides 
the following question that relates to seized assets held by a sheriff’s office or jail. 

 
Question 4.4—A county sheriff seizes cash and other financial assets from an individual suspected of 
committing a crime. The cash is deposited into a separate bank account in the county’s name. The 
seized assets are held by the sheriff until the defendant is tried in court and the court issues a verdict. 
State law provides that the asset seizures are not the property of the county and cannot be spent until 
a judgment is rendered. If the court concludes that the assets were used in the commission of the 
crime, the cash and other financial assets are forfeited. Upon forfeiture, seized cash and other 
financial assets are distributed to various law enforcement agencies (including the county sheriff) 
pursuant to the court order. If the court concludes the assets were not used in the commission of the 
crime, the seized assets are returned to the defendant. Should the county report the holding of the 
seized cash and other financial assets as a fiduciary activity until a judgment is rendered? 
 
Answer—Yes. The seized cash and other financial assets are held by the county; therefore, the control 
criterion as discussed in paragraph 12 of Statement No. 84, Fiduciary Activities, is met. The assets are 
not derived from the county’s own-source revenues as discussed in paragraph 13 of Statement 84 
because, based on the state law, resources held via asset seizures are not the property of the 
government until the court concludes that the assets were used in the commission of a crime; 
therefore, acquisition of those resources is not an imposed nonexchange revenue. The assets also are 
not derived from government-mandated nonexchange transactions or voluntary nonexchange 
transactions. Finally, the assets are for the benefit of an individual (the defendant), and the county 
does not have administrative involvement (it is not establishing specific guidelines for how the 
resources can be spent until after there is a judgment) or direct financial involvement. As a result, the 
activity (financial assets and related net position) should be reported as a fiduciary activity until a 
judgment is rendered. 

 
With the issuance of GASB 84, Implementation Guide 2015-1, Question 7.52.2 was amended. 

This question is also relevant to funds held by a sheriff’s office or jail.  Refer to the GASB Codification, 
Section 1300, paragraph .704-3. 

 
Question—A county sheriff's department collects commissions from vendors for pay telephones and 
other services provided to inmates. The commissions and charges for other services provided are 
accounted for in a separate fund and, according to state statute, can only be used to provide benefits 
to the inmates. Expenditures include uniforms, meals, medical care, and construction and 
maintenance of a law library and video visitation center. Should the fund be classified as a private-
purpose trust fund? 
 

https://www.gasb.org/jsp/GASB/Document_C/DocumentPage?cid=1176174552319&acceptedDisclaimer=true


Answer—No. The assets are derived from the government's provision of goods and services to the 
inmates. In effect, the funds serve to reduce the amount of resources the county would otherwise 
have to raise to pay for those expenditures. If a separate fund is reported, it should be a special 
revenue fund. 

 
Special Welfare Funds 

A local government may hold special welfare funds for foster children and other recipients.  The 
Code of Virginia §63.2-320 authorizes the local department of social services (LDSS) to accept and expend 
funds for children placed by or entrusted to the LDSS when there is no appointed guardian.  Foster 
children and other individuals may receive payments from the Social Security Administration, Veteran’s 
Administration, parental support, or private donations.  Prior to GASB 84, most localities have 
consistently reported special welfare funds as agency funds.  Our Office has provided example scenarios 
to evaluate the GASB 84 criteria using general facts and circumstances that relate to special welfare 
funds, based on the audit procedures over these funds as specified in the Specifications for Audits of 
Cities, Counties, and Towns.  Since the example scenarios below are based on generalized circumstances, 
our Office strongly recommends that each local government evaluate its own specific situation with 
holding special welfare funds and consult with its external auditor about applying the GASB 84 fiduciary 
criteria to its specific circumstances.   
 
Example Scenarios for Special Welfare Funds 

Scenario A 

• Special Welfare accounts are required by state law to be held by the local treasurer in a bank 
account, separate from the local government’s funds.  Federal law requires local treasurers 
to maintain a separate dedicated account for certain social security payments. 
 

• State law specifies that the funds are not assets of the local government or the local board, 
but the local government holds the funds as a custodian for the child or other recipient.  
Federal law specifies that social security funds belong to the child or other recipient.  
 

• State law provides for final disposition of remaining funds in the child’s or other recipient’s 
account when the local board discharges the child or other recipient from its care.   
 

• Federal social security funds are derived from government-mandated non-exchange 
transactions; other funds through donations and parental support are derived from voluntary 
nonexchange transactions.  These funds meet the GASB 24 definition of pass-through grants, 
where the local government serves only as a cash conduit because it merely transmits 
grantor-supplied moneys without having administrative or direct financial involvement in the 
program. 
 

• The local government has not set any of its own internal, approved policy on how the funds 
are allocated.  The local government follows stipulations from the Social Security 
Administration for disbursing social security related funds and follows parental or donor 
related stipulations for spending other special welfare funds.  

https://law.lis.virginia.gov/vacode/title63.2/chapter3/section63.2-320/
http://www.apa.virginia.gov/data/download/local_government/manuals/CCTAuditSpecs.docx
http://www.apa.virginia.gov/data/download/local_government/manuals/CCTAuditSpecs.docx


GASB 84 Criteria Special Welfare Scenario A Evaluation 

Step 1A: Control? Yes: Funds are held in a separate bank account by the local treasurer. 
Step 1B:  Assets not derived solely 
from the government’s own-source 
revenues? Yes  

Step 1B:  Assets not derived from 
government-mandated non-
exchange transactions or voluntary 
non-exchange transactions? 

Yes: The pass-through grant exception at GASB 84 paragraph 11b(2) 
applies. 

Step 2: Assets are for the benefit of 
individuals? Yes: Assets are for the benefit of foster children and other recipients. 

Step 2: Local government does not 
have administrative involvement or 
direct financial involvement? 

Yes: Local government only acts as custodian of the funds.  Local 
government has not set its own internal policy or guidelines for how 
funds are spent.  When applying the GASB 84 Implementation Guide 
concept of “substance versus form,” the local government’s role in 
disbursing the funds is not considered to be substantive (refer to 
Implementation Guide questions 4.18 through 4.23).  

Step 2: Assets not derived from the 
local government’s general 
provision of goods and services to 
the individuals? Yes 
Conclusion:  Report as a custodial fiduciary fund. 

 

Scenario B 

• The same facts in Scenario A apply with the addition of the following fact. 
 

• Local government management consulted with its legal counsel and determined that the 
special welfare funds meet the GASB definition of a trust or equivalent arrangement because 
the local government is not the beneficiary; the local government is dedicated to providing 
the benefits to recipients in accordance with the benefit terms; and the assets are legally 
protected from the creditors of the local government. 

 
GASB 84 Criteria Special Welfare Scenario B Evaluation 

Step 1A: Control? Yes: Funds are held in a separate bank account by the local treasurer. 
Step 1B:  Assets not derived solely 
from the government’s own-source 
revenues? Yes  
Step 1B:  Assets not derived from 
government-mandated non-
exchange transactions or voluntary 
non-exchange transactions? 

Yes: The pass-through grant exception at GASB 84 paragraph 11b(2) 
applies. 



GASB 84 Criteria Special Welfare Scenario B Evaluation 

Step 2: Assets are held in trust or 
equivalent arrangement, and local 
government is not beneficiary? 

Yes: Assets meet the GASB 84 definition of a trust/equivalent 
arrangement as determined by the local government’s legal counsel. 

Step 2: Assets are for the benefit of 
individuals? Yes: Assets are for the benefit of foster children and other recipients. 
Step 2: Local government does not 
have administrative involvement or 
direct financial involvement? Yes: See Scenario A for additional information. 
Step 2: Assets not derived from the 
local government’s general 
provision of goods and services to 
the individuals? Yes 

Conclusion:  
Report as a private-purpose trust fiduciary fund (since the 
activity is held in an equivalent arrangement). 

 

Student Activity Funds 

The Virginia Board of Education regulations in the Administrative Code (Title 8, Agency 20, 
Chapter 24) establish requirements that govern school activity funds, or what is most commonly referred 
to as Student Activity Funds (SAF).  Specifically, regulation 8VAC20-240-10 defines SAF as “all funds 
derived from extracurricular school activities, such as entertainment, athletic contest, cafeteria, club 
dues, etc., and from any and all activities of the school involving personnel, students, or property.”  Prior 
to GASB 84, local governments have consistently reported student activity funds as agency funds based 
on management’s consideration of materiality for GASB financial reporting purposes.  However, due to 
changes with GASB 84, local governments will need to closely evaluate their student activity funds to 
determine whether the activity meets the new criteria for fiduciary fund reporting.  Our Office has 
provided an example scenario to help evaluate the GASB 84 criteria using general facts and 
circumstances that relate to SAF based on our general knowledge of how these funds are typically 
accounted for and managed by the school districts.  Since the example scenario below is based on 
generalized circumstances, our Office strongly recommends that each local government and school 
board evaluate its own specific situation with holding student activity funds.  Each local government 
should also consult with its external auditor about applying the GASB 84 criteria to its specific 
circumstances to determine whether the activity meets the definition of reporting as fiduciary fund or if 
the activity should be reported as a governmental fund.  

 
In addition, the Board of Education regulation 8VAC20-240-40 states that student activity funds 

are required to be audited at least once a year by a duly qualified accountant or accounting firm 
approved by the local school board, and a copy of the audit is required to be filed in the office of the 
division superintendent.  The impact of GASB 84 implementation and how a local government 
determines to report SAF does not change the state regulatory requirement that SAF be audited 
annually.  If management determines that the activity is not reported in the local government’s financial 
statements due to GASB materiality considerations, the local government is still required to follow the 
state regulatory requirement that SAF be audited annually.  Further, a management materiality decision 

https://law.lis.virginia.gov/admincode/title8/agency20/chapter240/section10/
https://law.lis.virginia.gov/admincode/title8/agency20/chapter240/section40/


specific to GASB financial reporting does not change the requirement by the Virginia Department of 
Education for all school divisions to now capture this activity as part of the Annual School Report, as 
required by the Superintendent’s memos 216-19, 099-21, and 099-21b.  
 
Example Scenario for Student Activity Funds 

• Proceeds from SAF are held in a separate bank account in the school’s name and cash is 
appropriately safeguarded by the school secretary/bookkeeper until a deposit is made to the 
bank account.   
 

• The school board establishes written policy and procedures and internal control processes 
for managing SAF.  

 

• The applicable principal or school secretary/bookkeeper at each school is involved in 
authorizing and approving the disbursements of SAF, along with authorizing fundraising 
requests and receipt of all funds related to these activities.  These employees are employed 
by the school board. 
 

• Each principal is required to ensure SAF are safeguarded, accounted for, and managed in 
accordance with school board policies and the state Board of Education regulations. 
 

• The school board and district superintendent have final oversight for how SAF are allocated 
and require funds to be used solely in accordance with the purpose for which such funds are 
collected.  
 

• Funds are derived from fundraising activities and parental and other donations.  
Additional fact that may apply: The school board also appropriates funding each year that is 
accounted for within SAF (see Step 1B).  
 

• Funds are held for the benefit of students within the school district. 
 

• Funds are not administered through a trust or equivalent arrangement. 
 

GASB 84 Criteria Student Activity Funds Scenario Evaluation 

Step 1A: Control? 
Yes: Funds are held in bank account in the school’s name or cash is 
secured by the school secretary/bookkeeper. 

Step 1B:  Assets not derived solely 
from the government’s own-source 
revenues? 

Yes: Funds are only derived from fundraising activities and parental and 
other donations. 
No: If the school board also provides funding that is accounted for 
within SAF; this would automatically determine that SAF do not meet 
the fiduciary fund criteria. 

Step 1B:  Assets not derived from 
government-mandated non-
exchange transactions or voluntary 
non-exchange transactions? Yes 

https://www.doe.virginia.gov/administrators/superintendents_memos/2019/216-19.docx
https://www.doe.virginia.gov/administrators/superintendents_memos/2021/099-21.pdf
http://www.doe.virginia.gov/administrators/superintendents_memos/2021/099-21b.pdf


GASB 84 Criteria Student Activity Funds Scenario Evaluation 
Step 2: Assets are for the benefit of 
individuals? Yes: Assets are for the benefit of students within the school district. 

Step 2: Local government does not 
have administrative involvement or 
direct financial involvement? 

No: Administrative involvement will likely be the key aspect for 
determining that SAF do not meet criteria to be classified as fiduciary 
activity. The scenario facts above speak to the following administrative 
involvement that is considered substantive:  
• School board establishes written, internal policy over SAF. 
• Principal or secretary/bookkeeper at each school is involved in 

authorizing and approving the disbursements of SAF and other 
approval aspects over SAF; these employees are employed by the 
school board. 

• Principal is required to ensure SAF are safeguarded, accounted for, 
and managed in accordance with school board policies and the 
state regulations. 

• The school board and district superintendent have final oversight 
for how SAF are allocated. 

Conclusion:  
Report as a governmental fund; does not meet criteria above 
for reporting as a fiduciary fund. 

 

GASB Implementation Guidance Questions Related to Student Activity Funds 

The GASB 84 Implementation Guide provides several questions that relate to activities that may 
be similar to the type of student activity funds that  local school divisions hold.  These questions are 
included below. 
 
Question 4.16—A chess club of a public high school is established in accordance with the school’s 
operating policies and is not legally separate from the high school. The club members organize and 
conduct fundraising activities to pay for the club’s annual tournament and other club activities during the 
school year. The proceeds from the fundraising activities are held in a separate bank account in the 
school’s name. In determining whether those resources controlled by the school are fiduciary, are the 
assets held for the benefit of individuals as addressed in paragraph 11c(2) of Statement 84 (and thus 
require evaluation of whether the school has administrative involvement or direct financial involvement), 
or do they benefit an organization as addressed in paragraph 11c(3) of Statement 84 (and thus require 
evaluation of whether the club is part of the primary government)? 
 
Answer—Assets are for the benefit of an organization if the benefits accrue to the organization as an 
institution, rather than to the individuals that constitute the organization. However, in that scenario, 
because the club is not legally separate from the primary government, it is not itself an institution. As a 
result, the provisions in paragraph 11c(2) of Statement 84 should be applied and thus require evaluation 
of whether the school has administrative involvement or direct financial involvement. 
  

https://www.gasb.org/jsp/GASB/Document_C/DocumentPage?cid=1176172846170&acceptedDisclaimer=true


Question 4.17—A school board is responsible for establishing the fees charged by student clubs to their 
members. The clubs are not legally separate from the school district. Assuming that the school board has 
no other policies in place related to the disbursement of funds for various student clubs, does the school 
district have administrative involvement, as discussed in paragraph 11c(2) of Statement 84? 
 

Answer—Yes. Footnote 1 of Statement 84 provides examples to consider in determining whether a 
government has administrative involvement. The establishment of fees related to the generation of funds 
is analogous from a revenue standpoint to the example provided regarding determining eligible 
expenditures. In other words, establishing specific guidelines on how the resources can be spent is 
analogous to establishing guidelines on the amount at which fees are set. In that scenario, the school 
board is establishing the amount at which fees are set, and, therefore, the school district does have 
administrative involvement and the criterion in paragraph 11c(2) of Statement 84 is not met. 
 
Question 4.18—A student club is established in accordance with the school district’s operating policies. 
The club is not legally separate from the school district. The students of the club conduct fundraising 
events, the proceeds of which are deposited into a savings account held by the school district. The student 
club president, with the members of the club, establishes how the resources can be spent and approves 
disbursements from the account. Does the school district have administrative involvement, as discussed 
in paragraph 11c(2) of Statement 84? 
 
Answer—No. Footnote 1 of Statement 84 provides examples to consider when determining whether a 
government has administrative involvement. In assessing whether a government has administrative 
involvement, a “substance versus form” consideration is appropriate. For example, the government’s role 
would have substance if the school board, school administrator, or faculty advisor (who is representing 
the school district) establishes how the resources can be spent through approved policies. In that 
scenario, the students (the beneficiaries) are establishing how the resources can be spent, and, therefore, 
the school district does not have administrative involvement and the criterion in paragraph 11c(2) of 
Statement 84 is met. 
 
Question 4.19—Assume the same facts as in Question 4.18, except that the parents of the club members 
establish how the resources can be spent. In that scenario, does the school district have administrative 
involvement, as discussed in paragraph 11c(2) of Statement 84? 
 
Answer—No. The school district does not have administrative involvement. The parents of the students 
(representatives of the beneficiaries) and not the school board, school administrator, or faculty advisor 
are establishing how the resources can be spent. 
 
Question 4.20—A school district holds the funds raised by various student clubs, which are not legally 
separate from the school district. The funds are used to pay for various club activities during the year. 
There is no school board or school administration policy related to how the resources of the club can be 
spent. The disbursements from the aggregated club account are approved by the faculty advisor (who is 
representing the school district) assigned to each club. Approval, rejection, or modification of the 
spending is strictly at the discretion of the faculty advisor. Does the school district have administrative 
involvement, as discussed in paragraph 11c(2) of Statement 84? 



Answer—Yes. The school district does have administrative involvement. The school district’s role is 
considered to be substantive because in the absence of an approved policy, the faculty advisor (who is 
acting in the capacity of a school district representative) has the ability to reject, modify, or approve how 
the resources are spent. The faculty advisor’s approval is more than just a formality and is analogous to 
the example provided in footnote 1 of Statement 84 regarding the determination of eligible expenditures 
that are established by the government. 
 
Question 4.21—A school board establishes and approves a policy related to the disbursement of funds 
for various student clubs that are not legally separate from the school district. The policy includes specific 
guidelines related to how the funds raised by the clubs can be spent. Does the school district have 
administrative involvement, as discussed in paragraph 11c(2) of Statement 84? 
 

Answer—Yes. The school district does have administrative involvement. The school district’s role is 
considered to be substantive because the school has established specific guidelines on how the resources 
can be spent in an approved policy. 
 
Question 4.22—Assume the same facts as in Question 4.21, except that the policy that applies to all clubs 
only addresses issues such as the authorized account signers and the prohibition of spending for illegal 
activities. Does the school district have administrative involvement, as discussed in paragraph 11c(2) of 
Statement 84? 
 

Answer—No. The school district does not have administrative involvement. The school district’s role is 
not considered to be substantive because the school has not established specific guidelines regarding 
how the resources of the clubs can be spent. 
 
Question 4.23—Assume the same facts as in Question 4.21, except that the state establishes specific 
guidelines on how the resources can be spent through administrative policy. Does the school district have 
administrative involvement, as discussed in paragraph 11c(2) of Statement 84? 
 

Answer—Yes. The school district does have administrative involvement. The school district’s role is 
considered to be substantive because the school district is required to follow the specific guidelines 
established by the state, through legislation or policy, regarding how the resources can be spent. 
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