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Term Definition 

Buying Things 

Assets Something of value.  Assets can be something big (like a school building) or something small (like a tool). 

Basis The original cost of an asset.  “What did that thing cost?” = “What was the basis of that asset?” 

Capital 
Expenditures 

Investments in equipment or facilities that will have an enduring value, and that can be used for an 
extended period (by definition more than one year). 

Depreciation The theoretical reduction is value of an asset over time. 

Inventory The merchandise that a company sells to its customers. Unlike capital expenditures, investments in 
inventory as expected to be temporary, only until that inventory is sold and must be replenished. 

Cost Behaviors 

Fixed Costs 
Costs that do not vary based on the activity level of the enterprise.  Fixed costs are often incurred at the 
start your enterprise, before you know how well your venture will perform.  Example:  when you sign 
your lease, your store rent is now a fixed cost that will not vary based on how many units you sell. 

Variable Costs Costs that vary based on the activity level / units sold by your enterprise. 

Semi-Variable 
Costs 

Costs that vary somewhat based on the activity of your enterprise (units sold, students served, etc.)  
Example:  your district would need to buy a Nepris license for each school that offers the Virtual 
Workplace Experience II course but there is no additional variable cost for every teacher using the 
license (or for every student taking the VWE II course). 

Step Function 
Cost 

A cost that remains fixed for a number of units, but then “ratchets up” once a limit has been reached.  
Example:  the variable cost of adding a passenger to an airplane is zero until all the seats are sold . . . 
when you add one customer above capacity costs are “stepped up” to include a new plane, a new crew, 
fuel, gate fees, etc. etc.  (Now you understand why passengers get involuntarily bumped off full flights!) 

Marginal Cost 

The cost of producing / adding the “next” unit.  Some people equate marginal cost with variable cost, 
but as you can see from step function and semi-variable costs, this is not true.   

This concept is important, for example, when thinking about welding classes.  You can add students to 
the welding costs at very low marginal costs (welding and safety supplies only) until the bay is full . . . 
then the marginal cost of adding another student entails a new bay, expanded hvac systems, etc. 

Transfer Price 
(or Fee) 

The amount one operating unit within an enterprise pays another when they provide services.  Example:  
high schools transfer $x to a technology center for every student the technology center teaches. 

Basic Terms 

Total Costs Fixed costs plus variable costs.  If the enterprise sells more than one type of unit, Total Costs equal the 
sum of fixed costs and the sum of variable costs (or cost of goods sold) for each type of unit. 

Total Revenue Units times price.  If the enterprise sells more than one type of unit, then Total Revenue equals the sum 
of revenues created by selling each type of unit. 

Profit per unit Profit = revenues minus costs.  Profit per unit = unit price minus cost of goods sold. 

Net Income 
“Net” means revenues after costs.  Example:  you get $1,000 a month for renting a house you own to a 
friend.  The costs of maintaining the house every month equal $800.  That means your “net income” 
from renting that house to your friend is:  $1,000 - $800 = $200 per month (before taxes). 

Cash Flow Total Revenues minus Total Costs minus capital expenditures.  Cash flow¹  profit. 
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More Basic Terms 

Pro Forma A Latin phrase (“for the sake of form”) that in business means a projection of future financial 
performance.  A pro forma usually takes the form of a projection of future revenues and costs. 

Units Units refer to the “things” the company sells.  Retail stores sell many different types of units.  Service 
businesses can sell different services (Example:  men’s haircuts, women’s hair styling, manicures, etc.) 

Overhead 

Costs that a business incurs that are not part of producing the goods or services its sells, but which are 
required to operate legally and efficiently.  Example:  "The salary I pay my accountant is overhead - these 
funds don't help us sell more product, but I need my accountant to keep our financial records and 
submit all required filings." 

Breakeven 
Analysis 

A determination of how many units are needed to sell in order to pay for all fixed costs.  Example 1:  
"That equipment costs $4,000.  The profit margin for each item it makes is $10.  I will need to sell 400 
items to breakeven on that investment."  Example 2:  "My overhead expenses are $50,000.  The profit 
margin on each item I sell is $50.  I will need to sell 1,000 items for my company to breakeven." 

Differentiated 
Offering 

Distinguishing a CTE program as "different than anything else," generating interest (and admiration) 
among stakeholders and serving as the foundation for a thriving CTE program. 

Fungible 
An asset that is can be immediately replaced by an equivalent item.  Mutually interchangeable.   

Cash is completely fungible.  Contributed assets are not, since you can convert donated safety glasses 
into computers if what you need is computers.   

Financial Statement Conventions 

($1,000) Numbers in parentheses are negative numbers.  (Red numbers are also negative numbers.  Many 
financial statements indicate negative numbers by using red numbers in parentheses.) 

Materiality 
Materiality means “big enough to care about.”  Financial statements and budgets are rounded off to the 
dollar – and pro forma projections can even be rounded to the hundreds or thousands of dollars – 
because any greater level of detail represents a “false precision.” 

Louisiana-Specific Terms 

CDF 

Career Development Fund, a funding source that rewards LEAs for enrolling students in courses that lead 
to high-demand IBCs.  The CDF funding mechanism provides unlimited incremental funding, embedded 
in the MFP (meaning it won’t go away unless BESE removes the CDF from the MFP and the Legislature 
approves that move . . . actions extremely unlikely to happen).  The CDF is currently set at $238 per 
credit, and would increase with any future increase in the MFP. 

School 
Performance 
Score (SPS) /  
Accountability 
Points 

Schools and districts in Louisiana earn letter grades based on their performance along many dimensions.  
For details see:  https://www.louisianabelieves.com/measuringresults/school-and-center-performance   

Schools and districts earn SPS points when graduating students complete pathways and earn high-value 
IBCs.  Louisiana is currently investigating the possibility of providing greater SPS / Accountability point 
incentives for LEAs that help students attain Advanced Statewide IBCs. 

CTE Adder 

LEAs also receive a MFP bonus every time any students enroll in any CTE courses . . . but determining 
how much in CTE Adder funds an LEA receives is more complex than determining how much in CDF funds 
an LEA receives.  For additional details see the explanation at the bottom of page 1 on Funding Guidance 
Sheet:  https://www.louisianabelieves.com/docs/default-source/jumpstart/jump-start-funding-
guidance-sheet.pdf?sfvrsn=9   

 


