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INTRODUCTION

WAC 490‑105‑040(2) of the Private Vocational Schools Act requires that each school annually disclose to the Workforce Training & Education Coordinating Board (WTECB) information reflecting the financial condition of the school at the close of its most recent fiscal or calendar year.  This is to demonstrate that the school has sufficient financial resources to fulfill its commitments to students.  To meet this requirement, schools must provide:


A financial statement on the form provided by WTECB.

These guidelines are to be used to complete the form provided by WTECB.  They are compatible with the Guidelines for Filing Financial Reports used by the Accrediting Commission of the Association of Independent Colleges and Schools.

IT IS UNDERSTOOD THAT NOT ALL ITEMS OF INFORMATION ON THE FINANCIAL STATEMENT FORMS WILL APPLY TO ALL SCHOOLS.  IF THE LINE ITEM IS NOT APPROPRIATE TO YOUR OPERATION, LEAVE IT BLANK.


GENERAL INFORMATION

METHOD OF ACCOUNTING

The accrual basis of accounting is preferred, but not required.  However, if the financial statements are submitted under the cash basis of accounting, the following additional financial data is required to enable more accurate evaluation of the institution's financial stability.

* Trade receivables and payables;

* Payroll tax obligations;

* Tuition refund obligations;

* Unearned tuition obligations;

* Financial relationships with affiliates and subsidiaries;

* Other assets and liabilities and adjustments of other accounts.

CHART OF ACCOUNTS

It is recommended that each institution follow the Chart of Accounts provided in its normal accounting, although it may wish a more detailed breakdown of expense items for its own purposes or other minor variations in accounting policy appropriate to its particular circumstances.

In submitting financial reports to WTECB, however, all items should be reported in the manner prescribed in the Chart of Accounts detailed in these Guidelines.

MANAGEMENT'S STATEMENT ON THE FISCAL POSITION OF THE SCHOOL

It is required that financial statements as submitted to the Workforce Training & Education Coordinating Board shall also include a signed statement by management concerning the financial condition of the individual school.  This statement shall include commentary on any unusual item on the financial statements. i.e., low liquidity position, excessive receivables, large debt, proportionately low equity position and unusual operating data.  Identification of any such items should be followed by the rationale for their existence and plans to alleviate any shortfall.

CONFIDENTIALITY

These financial reports are confidential in accordance with RCW 28C.10.050(1)(a).


INSTRUCTIONS

At the time of initial licensing, annual renewal, or a change of ownership, each institution shall submit a financial report which includes:

1.
Balance Sheet (Statement of Financial Condition);

2.
Income Statement;

3.
Appropriate Disclosures (including footnotes).

INSTITUTIONS UNDER CENTRAL CORPORATION OWNERSHIP

In the case of central corporation ownership of one or more institu​tions, the parent corporation shall submit the following:

1.
a.
For publicly‑held parent corporations, the appropriate published Annual Report for the corporation;


b.
For privately‑held corporations, financial statements of the parent corporation for the latest fiscal period.  The financial statements should include consolidation of subsidiary corporations in accordance with generally accepted accounting standards. The statements should include a consolidated balance sheet which lists separately and combined the assets, liabilities and equity of the parent corporation, the institution, and other consolidated subsidiaries.

2.
Separate financial statements for each institution owned or controlled by the parent on the WTECB report form.

3.
A certified copy of the resolution of the Board of Directors of the parent corporation which indicates full responsibility for the financial stability of the institution.


NOTE:
If this copy is already on file and is applicable to the institution, it will not be necessary to refile a copy of the resolution with each annual financial report.

4.
If the parent corporation does not have a wholly‑owned position with the institution or the institution is held by an intermediary subsidiary, either wholly or partially, full disclosure of the ownership structure of the corporation and the intermediate subsidiaries is required.

FUND ACCOUNTING

Those institutions using fund accounting methods should consolidate each of the fund accounting statements into a consolidated statement.  The single exception to this is the trust fund accounting established for the College Based Programs described below.  When using fund accounting methods, the institution should consider the recommendations included in professional accounting literature.  As of January 1981, some of the more significant of these items were as follows:

1.
Audits of Colleges and Universities ‑‑ Industry Audit Guide ‑ AICPA;

2.
Objectives of Financial Reporting by Nonbusiness Organizations ‑‑ FASB;

3.
Statement of Position 78‑10, Accounting Principles and Reporting Practices for Certain Nonprofit Organizations ‑‑ AICPA.

FEDERAL STUDENT FINANCIAL AID PROGRAMS

It is required that schools with federally funded student aid programs use a fund accounting method separate from the general ledger of the institution.  Schools are referred to:

1.
Accounting, Recordkeeping and Reporting by Colleges and Universities for Federally Funded Student Financial Aid Programs, 1977 (available from the U.S. Department of Education);

2.
Audit Guide ‑‑ HHS Audit Agency;

3.
Audit Guide ‑‑ Basic Grants ‑‑ HHS Audit Agency, June 1978;

4.
Audit Guide ‑‑ GSL ‑‑ Department of Education;

5.
Supplemental Regulations to Audit Guides (Department of Education).

CAPITAL ADJUSTMENTS

If an institution that is carrying a debt owed to stockholder(s) decides to capitalize this existing debt in order to strengthen a faltering equity position, it must be done irrevocably with written evidence submitted to the WTECB of this issuance.  This evidence may consist of a signed statement by the senior corporate officer or a corporate official may instruct the recording of the details of the transaction in the footnote section of the certified statements.

Furthermore, should an institution desire, for various reasons, to acquire a portion of its outstanding stock (without retirement), the cost of the stock should be reported on the balance sheet as a reduction of the total stockholder's equity in accordance with generally accepted accounting principles.  The details should include, at a minimum:  1) the method of payment and amounts (cash, notes); 2)  if payment is deferred, the terms; 3) the number of shares and the percentage of total shares outstanding acquired; 4) if the purchase changed the ownership control of the corporation, that fact should be indicated.

ACCOUNTING PRINCIPLES

Nothing in these Guidelines for Filing Financial Reports is designed or intended to conflict with or supersede accounting principles, or auditing rules, regulations, and interpretations promulgated by the American Institute of Certified Public Accountants, the Financial Accounting Standards Board, and other professional accounting organizations which help to establish generally accepted accounting principles.


INCOME STATEMENT

It is recommended that each institution follow this Chart of Accounts in its normal accounting, although it may wish a more detailed breakdown of expense items for its own or other minor variations in accounting policy appropriate to its particular circumstances.

In submitting financial reports to WTECB, however, all items should be reported in the manner prescribed on this Chart of Accounts.

INCOME

Total Tuition:  Total amount recorded as earned by educational services rendered exclusive of the deduction for Tuition Refunds.
Tuition Refunds:  Tuition refunds applicable to the current period only.  Refunds for prior years should be treated as Other Income and Expense ‑‑ Net.

Total Tuition Income*:  Your WTECB annual license fee and Tuition Recovery Fund payments are based on this figure.  For out‑of‑state schools, please list income only from Washington State residents.  For schools located in Washington State, list total tuition income.

OPERATING EXPENSES

Instructional Salaries:  Includes all salaries for deans, department chairmen, instructors (full‑ and part‑time), librarians, registrar, teacher aides and readers; payroll taxes for related salaries; fringe benefits costs for related salaries; contract services for educational purposes and worker compensation insurance for the entire institution.

Instructional Expense:  Includes all costs of providing the faculty with the physical supplies of instruction such as:  paper, pencils, equipment maintenance, computer rental (if used for instruction. Any noneducational income derived from this source should be deducted), professional meetings, travel to professional meetings, instruction travel expense, field trips, all personal property taxes, other instructional expense and library expense.

Student Recruitment:  Includes all sales commissions; salaries of sales manager, and admissions representatives; payroll taxes for related salaries; fringe benefits costs for related salaries; advertising (includes all media such as: newspaper, Yellow Pages, radio, television, direct mail, magazine); promotional expense; sales travel expenses; catalogs and brochures; mailing and mailing lists; printing supplies; public relations expenses; advertising agency fees; sales business meeting expenses and salesmen's licenses and bonds.

Depreciation of Equipment:  Allocation of costs of depreciation for all equipment used for educational purposes.

Occupancy Expense:  Includes all rent and lease charges on major facilities used for educational purposes, depreciation of such facilities, building repairs and maintenance, janitorial salaries and supplies, all insurance charges (except worker compensation which is listed under Instructional Salaries), real property taxes, utilities, janitorial salaries, payroll taxes for related salaries and fringe benefits costs for related salaries.

Administrative Salaries:  Includes all salaries paid to financial personnel (financial aid officer, loan manager, controller, accountant, account collector); salaries paid to secretaries, receptionists, veteran coordinators, clerks; payroll taxes for related salaries and fringe benefits costs for related salaries.

Officer Salaries:  Salaries to all corporate officers except those whose major function is in student recruitment or instruction.  Institutions Under Central Corporation Ownership:  If no officer is the on‑site administrator, the school director's salary should be included.

Administrative Expense:  All costs appropriate to the overall function of the school not attributable to recruitment and instruction.  Includes memberships in associations, audit and legal fees, travel and business meeting expenses, corporate auto expense, office supplies, board of directors fees, charitable contributions and donations, all scholarships, temporary help, other personnel costs, bad debt expense, distributive expense allocation of institutions with a central corporate office.

Student Personnel Services:  Includes all salaries for placement and counseling personnel, payroll taxes for placement and counseling personnel, fringe benefits costs for placement and counseling personnel, placement travel expense, testing expense, student social events, student publications costs, student government expenses, student athletic events, salaries for athletic coaches, payroll taxes for athletic coaches, fringe benefits for athletic coaches, student health services, salaries for health service personnel, payroll taxes for health service personnel and fringe benefits for health service personnel.

OTHER INCOME AND EXPENSES

Dormitory Income ‑‑ Net:  This account is to be used to report the net effect of a school dormitory operation, including both board and room.  Includes board and room fees, rent, depreciation, supplies, salaries, taxes and fringe benefits, vending machine operations, repairs and maintenance on dormitory, personal and property taxes, insurance and other items appropriate to dormitory operations.

Bookstore Operations Income ‑‑ Net:  This account is to be used to report the net effect of a bookstore operation.  Includes income from sales of books, supplies and other items sold, cost of goods sold and other expenses attributed to bookstore operations.

Interest Income and Expense ‑‑ Net:  This account is to record interest earned on assets owned by the institution and the interest expense on liabilities owed.

Other Income and Expense ‑‑ Net:  This account is to be used for any other income or expense that is not otherwise appropriate for the operating accounts listed above.  For example: amortization of goodwill and organization expense, administrative fees for federal programs and dividends received, and sale of fixed assets.

Extraordinary and Unusual Income and Expense ‑‑ Net:  An extraordinary event is both unusual (unrelated to normal course of business activities) and infrequent (not likely to recur in the foreseeable future).  Items in this category would include losses due to a natural catastrophe, expropriations, or a prohibition under a newly‑enacted law or regulation.  An unusual event is either unusual or infrequent as defined above (if both, then the item is extraordinary).  Gains or losses from an activity not normally associated with the activities of a school, but continued on a recurring basis, would come under this category.  This category also includes disposal of a segment of a business, where there is a gain or loss on the sale of a subsidiary corporation, or component of a business whose activities represent a separate major line of business.

Federal and State Income Taxes:  Self‑explanatory.


BALANCE SHEET

ASSETS

Current Assets
Cash on Hand and in Banks ‑‑ Unrestricted:  Cash available for immediate operational use.

Cash ‑‑ Restricted:  Cash on hand subject to restrictions placed on it by federal programs and other restricted cash not available as of this date for operational use.  (It is required that this account not be used for NDSL funds.  Separate trust funds should handle this item.)

Accounts Receivable, Students ‑‑ Net:  This account is to contain amounts due to the school from students for all charges.  For example:  tuition, textbooks, supplies and dormitory fees.

Accounts Receivable, Related Parties:  The account should contain amounts owed by subsidiaries, stockholders, management and members of their immediate families, and other parties where either the institution or the other party has the ABILITY to significantly influence the management or operating policies of the other.

Accounts Receivable, Other:  This account contains amounts due to the school other than from students and related parties.

Notes Receivable, Related Parties:  Same as for Accounts Receivable, Related Parties.

Notes Receivable, Other:  Same as for Accounts Receivable, Other.

Inventory ‑‑ Books and Supplies:  This account shall contain cost of textbooks and supplies held for resale to students.  Inventory cost method is optional, but method used should be reported.  Schools using revolving type issuance plan should value this asset annually under Revolving Book Account.

Temporary Investments:  To be used only for investments made with the intent of converting to cash in less than one year.  For example:  certificates of deposit, stocks, bonds and commodities.

Other Current Assets:  Only items meeting the strict definition of a current asset, i.e., convertible to cash within one year.  A separate account may be created here if a school uses a system of prepaid sales commissions.  All significant items should be specifically identified.

Fixed Assets
Buildings:  Original acquisition costs to present owner of classroom buildings and dormitories devoted to educational purposes.  Appraisal value changes shall be handled in separate accounts and the method of appraisal shall be specified.  If purchased under one price, the value of land shall be entered in Land, however, the cost of land improvements, such as parking lots, can be included in Buildings since improvements are subject to depreciation.

Accumulated Depreciation ‑‑ Buildings:  Depreciation of Buildings.  Method of depreciation is optional, but method used should be disclosed.

Furniture and Equipment:  Original acquisition cost to present owner of removable furniture, fixtures and equipment appropriate to an educational institution.

Accumulated Depreciation ‑‑ Furniture and Equipment:  Depreciation of Furniture and Equipment.  Method of depreciation is optional, but method used should be disclosed.

Leasehold Improvements:  Original acquisition cost to present owner of property improvements.

Amortization of Leasehold Improvements:  Amortization of leasehold improvements should be accomplished ratably over the primary lease period.

Library:  Original acquisition cost to present owner of books and library equipment.

Accumulated Depreciation ‑‑ Library:  Depreciation of LIBRARY.  Method of depreciation is optional, but method used should be disclosed.

Land  Original acquisition cost to present owner of land used for educational purposes.  Appraisal value changes shall be handled in separate accounts and the methods of appraisal shall be specified. The cost of land improvement, such as parking lots, can be included in Buildings because such improvements are subject to depreciation.  The cost of land held for future use shall be recorded in an asset account listed under Other Assets.

Other Fixed Assets:  Original acquisition cost to present owner of fixed assets used for educational purposes not fitting the asset accounts listed above.

Accumulated Depreciation ‑‑ Other Fixed Assets:  Depreciation of Other Fixed Assets.  Method of depreciation is optional, but method used should be disclosed.

Other Assets

Deposits:  Amounts paid for security deposits such as utilities.

Prepaid Expenses:  Amounts paid for future services that will not be absorbed as expenses during the current fiscal period.  This account may also be classified as a Current Asset.

Goodwill:  Should be recorded only if there is direct evidence of an actual purchase.  Write‑ups of estimated intangible values are to be avoided.  An example of a valid recording of goodwill can occur when the purchase private exceeds true value of tangible assets acquired.  Generally, goodwill purchased is judged to have a relatively short life.  Therefore, it should be amortized over a period of four to five years.

Revolving Book Account:  Institutions issuing and retrieving textbooks for reissue should use this account for the residual value of such textbooks.

Other:  Original acquisition cost to present owner of assets judged to be in a category not fitting the asset accounts listed above.  For example:  land not now used but held for future use.


BALANCE SHEET

LIABILITIES

Current Liabilities

Accounts Payable ‑‑ Trade:  Amounts owed to creditors on open account for regular operational obligations to be paid in the normal course of business operations.

Notes Payable ‑‑ Equipment:  Amounts owed to creditors under promissory notes for equipment purchased under installment contracts and due within next operating period.

Notes Payable ‑‑ Other:  Amounts owed to creditors under promissory notes for other than equipment and due within next operating period.

Tuition Refunds Payable:  Amounts owed to a withdrawn student for unused tuition and other charges in accordance with the institution's refund policy must comply with the tuition refund policy as stated in the WTECB criteria.

Current Portion ‑‑ Long‑Term Debt:  Amount owed within current fiscal year of long‑term liabilities.  For example:  annual serial payoffs of a mortgage or long‑term note payable.

Payroll Taxes Payable:  Amounts owed by the institution on institutional share and amounts collected from employees for federal, state, and local payroll taxes.

Accrued Salaries and Wages:  Amounts owed to employees for wages and salaries earned by them but not yet paid.

Unearned Tuition:  That portion of tuition charges billed to the students but not yet earned by the institution.  These amounts represent future educational services to be rendered to presently enrolled students and should be shown as a definite liability of the institution.  The method of calculating unearned tuition should be disclosed in the footnotes, and the method should be applied consistently from year to year.  This account also may be classified as an Other Liability.

Unearned Dormitory Fees:  An account parallel to Unearned Tuition but applicable to unearned dormitory fees.

Other Current Liabilities:  Obligations of the school not fitting the liability accounts listed above.

Long‑Term Liabilities

Notes or Bonds Payable:  Obligations, secured or unsecured, of the institution evidenced by contractual documents, that portion of which is not due or payable within succeeding fiscal period.

Mortgage Payable:  Same as Notes or Bonds Payable, but secured by real property.

Other Long‑Term Liabilities:  Long‑term obligations not fitting Notes or Bonds Payable, or Mortgage Payable listed above.  For example:  deferred income taxes.


STOCKHOLDER'S EQUITY

PREFERRED STOCK

Value recorded as contributed capital for preference stock.

COMMON STOCK

Value recorded as contributed capital for issued stock.

OTHER EQUITY

This account is provided for purposes other than prescribed for PREFERRED STOCK, or COMMON STOCK, and the retained earnings items.  For example:  Paid‑In Capital.  This account shall also be used for nonprofit organizations which utilize only a single membership equity account.

RETAINED EARNINGS ‑‑ Beginning Balance

This account represents the beginning balance of the retained earnings as of the end of the previous fiscal period.

EARNINGS FOR YEAR

The amounts of earnings (or loss) during the current fiscal period.

DIVIDENDS

The amount withdrawn from the institution for common stock dividends.

OTHER RETAINED EARNINGS CHANGES

Changes in retained earnings not fitting into EARNINGS FOR YEAR and DIVIDENDS.  For example:  prior year adjustments and treasury stock transactions.

DISCLOSURE SECTION

METHODS USED TO DETERMINE

This section should identify the methods used in determining the value that is stated on the financial statements.  For example:

1.
Inventory:  first in, first out; last in, first out, etc.

2.
Depreciation:  straight‑line; accelerated; double declining balance, etc.

OTHER DISCLOSURES

This section should be used to identify any other information that is necessary to make the financial statement understandable and informative to the reader.
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