ITA and Supportive Services From a GAAP Perspective -
How Workforce Board Executives Can Exceed Their

Fiduciary Responsibility

Generally Accepted Accounting
Principles (GAAP) are accounting
guidelines and rules created by the
Financial Accounting Standards Board
(FASB) that govern how accountants
record and communicate financial
information in their organization.

The primary objective of financial
information is to be useful in making
informed decisions, and to know
where a company or organization
stands financially. In order to meet
this objective, financial information
must be relevant, reliable and
comparable. GAAP provides a
specific framework of principles and
concepts to meet these objectives.

Because Workforce Investment
Boards (WIBs) operate under federal
funding, every WIB should be
adhering to GAAP. Given the multifaceted challenges WIBs face
year after year, it's imperative their annual audit reflects they

are consistent in following GAAP. This is especially important in
order for Boards to be considered for additional funding either
during the current Program Year or for the new Program Year.

WIBs nationwide struggle to account for the amount of grant
funds used and remaining for each participant (ITA, Supportive
Services, OJT, etc). If the amount of grant funds obligated,
spent, and remaining is not accurate and available in “real time”,
there is a risk that the WIB will either over-spend or under-spend
its grant dollars. An even bigger risk is that Boards don’t know
actual results until after the new Program Year starts, which in
many cases is too late and can be politically detrimental.

The difficulty in accounting for these grant dollars is created by
the following conditions:

1. Accounting transactions that result from providing service
to participants are often initiated by a third party — the
Service Provider.

2. WIBs and the Service Provider typically do not recognize

participant activity, such as the issuance of
a support service voucher, as an
accounting transaction. As a result,

these transactions are not recorded in the
accounting system of record.

Year after year, WIBs struggle with not
knowing in real time or even in a timely
manner:

* How much has been spent.

* How much has been obligated.

* How much is available by fund source, by

participant, per timeframe, etc.

* How much money will be expended

(accrual basis) by the end of the year for
ITA and Support Services. Do
enroliments need to increase or decrease
to ensure that we are not over/under
budget at year end, AND will we need

to forecast a carryover amount for the
subsequent budget year.

+ How much of the subsequent years’ budget is already
committed based on participants currently enrolled in training
and support programs. Can we plan for subsequent years’
budgets with the confidence of knowing how current year
activities will impact future years.

In an attempt to make up for this, WIBs and their Service
Providers use a combination of electronic spreadsheets, manual
processes and in some cases home-grown applications to

track the amount of grant dollars spent. In most cases, they

are tracked separately from their accounting system and are
not tracked at the participant level. Unfortunately, this approach
doesn’t recognize specific participant activities during the
lifecycle as accounting transactions, and therefore, fails to
adhere to GAAP.
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Following are GAAP guidelines to which every WIB should adhere
with regards to managing participant accounts:

1. Certain activities associated with managing participant
accounts are considered accounting transactions and therefore
these transactions (e.g., creation of an obligation by issuing a
scholarship voucher) should be recorded in the accounting
system.

2. These transactions should be recorded at the time they occur
and not at some later time.

3. These transactions should be recorded in detail. If the detail
is recorded in a subsidiary ledger, that subsidiary ledger should
be reconciled to the general ledger in a timely manner.

4. These transactions should be recorded at the actual
amount, if known, and not an estimated amount.

5. Vouchers issued to participants for training, support services,
transportation, etc. are all legal obligations to pay and therefore
should be recognized as encumbrances against the
organization’s budget.

A team of CPA's and Workforce Development Professionals at
NonProfit Technologies, Inc. (NPT) recognized this disconnect
between participant tracking only and tracking + accounting,
integrated with the financial accounting system. The NPT team set
out to create a complete software solution that would:

+ Eliminate the RISK of over-spending and under-spending.

* Provide real time reporting and spending forecast reports.

+ Provide case managers with a tool that makes their job easier,
and compliments existing Case Management software.

* Provide real-time financial information by grant, by participant,
by funding period, etc., directly from the financial accounting
system, NOT from a separate “tracking-only” database.

+ Reduce the workload of the accounting department by
eliminating manual transaction entry, double transaction entry,
and time consuming manual reconciliations between the
accounting system and the “tracking-only system”.

+ Fully adhere to GAAP.

The result of the team’s effort is Gazelle, the industry’s only ITA
and Support Services Tracking + Accounting + Reporting solution
that manages participant-related activities and records transactions
automatically in the financial accounting system when they occur.

Gazelle continuously tracks the availability, allocation and use of
funds at both the fund source and the participant account level.
Gazelle manages the entire life cycle of every voucher issued,
from creation (obligation) through invoicing and payment. Gazelle
prevents WIBs from spending over or under budget by monitoring
all unused and partially used vouchers and allowing for batch
voiding and recovery of unspent allocated dollars into

the appropriate accounts.

When new participant accounts are created, Gazelle determines
the amount of funds that can be obligated, verifies that the selected
fund source has sufficient budget available, allocates the money
from the fund source, and reserves it to the correct accounts — all
automatically. Authorized staff may increase or decrease the budget
for any account and the software will simultaneously adjust all
related entries in the accounting system accordingly. Reports show
fund source and participant account spending trends, and calculate
the total amount of outstanding voucher obligations.

Gazelle does much more than simply “track” participant vouchers.
Gazelle is a complete tracking + reporting + accounting solution
that adheres to all applicable GAAP and Office of Management and
Budget (OMB) Circulars.

NonProfit Technologies (NPT) is proud to be the software publisher
of Gazelle. NPT has served government agencies and nonprofit
organizations for nearly 15 years. NPT President/CEO Kevin
Massey, CPA, began his career auditing workforce development
boards over 15 years ago. NPT and each of its projects are
managed by CPAs who have spent their entire careers working
exclusively with government and nonprofit organizations.

NPT understands the unique needs of government and nonprofit
organizations and have dedicated their entire practice to addressing
those needs. Their record speaks for itself; NPT has a solid
commitment to its clients and a strong belief in the value of their
missions.

Segment?, division of NPT, is our software development division
focused on creating cost-effective, high-return software solutions for
government agencies and nonprofit organizations.

For more information about Gazelle, please contact us at
(800) 404-9758, ext. 8115, visit
http://lwww.cpaz.com/Current+Feature/, or register for a FREE
webinar at: http://www.segment7.com/How.htm. |
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