Scholarship Tracking/Accounting Systems

Let me share what we've developed at Ventura College Foundation (“VCF”) over the past six months after significant review by both our staff, a consulting CPA and our auditor.  We also had our "solution" reviewed by colleagues at one of the largest community college foundations in California.  Please forgive me if I go on here,  it comes out a bit more complicated than it really is and not being an accountant, this is my "real world" explanation.   If you need more technical accounting information (such as a chart of accounts), I would be happy to direct you to others who would know that part.  FYI - this has been fully functional since the first of the year and we're VERY happy with how things are going. 

What follows came largely as a result of our also using "simple" accounting software - in our case, Quickbooks Pro for Non-profits, but I think it would work for Peachtree and/or other similar software.  Some more robust software accounting systems such as Blackbaud's Financial Edge, FIMS, etc. have more capacity (and complexity) should be able to solve these challenges in a different way.  However, as you probably know they cost easily 5-10 times as much and I feel they are overkill for many small foundations. 

What we did was divide ourselves up into three "separate" companies.  They are an Operations Company, a Scholarship Company and what we call a Campus Company.  We did this so that each separate company can track accounts in a simple yet complete manner - i.e. they each use standard "vendor" accounts differently and thereby provide a level of account detail we couldn't easily get otherwise.  Here's how it works: 

Operations Company - this is our "main" foundation company and we run income and expenses through it that do not involve outside scholarships/grants or campus programs/affiliates/pass-through funds.  Income such as unrestricted donations, earned revenue and both temporary and permanently restricted scholarship donations first go here.  In the operations company vendors are regular vendors - utilities, office supplies etc.  To help us track greater detail with the grants we give out such as our Faculty Grants or for our own scholarships, we transfer those funds from the Operations Company to our Scholarship Company to disburse.  Also, if we receive a grant for a specific project we need to track; those funds get transferred to our Campus Company.   

Scholarship Company - here is where we track all scholarships disbursed (whether we give them out ourselves or are processing them from outside donors). Income comes primarily from donations transferred from the Operations Company for disbursement.  Also, we use this "company" to track our grants both received and given.  In this "company" a vendor is usually our scholarship recipient or a grant recipient.  We treat the award as an account payable and then show "payments" made.  This way, each student scholarship or faculty award is easily tracked.  We've also developed an Access Data base for our scholarships and balance the two to further assure accuracy. 

Campus Company - this is used when funds are donated to specific departments at the college or grants that are given to us for temporarily restricted/permanently restricted purposes.  Here is where we deposit and keep track of funds donated to affiliated groups such as our Alumni & Friends for whom we act as a fiscal receiver.  We also use the Campus Company ourselves when our board designates a major initiative where we expect both income and expenses to be made.  In this company a vendor is either the department or group (think band account) we are handling funds for or even a program of the foundations.  For example, we support our Re-Entry Center with funds for student textbooks, child-care and transportation.  Because it's our own program, we need to monitor both income and expenses and by having this as a "vendor" in the campus company, that's easily done.  In such a case, the funds would be transferred from our operations company to the Campus Company for disbursement.  In this way, if someone wants to know how much is available "in the Re-entry account" it's easy to answer and see all the detail. 

The bottom line is we now can easily track a level of detail we need with relatively simple and inexpensive software.  While it may sound complicated, our experience of the last few months is all positive.  The only real downside is you are dealing with three "companies" and so you need to combine the financials to give proper financial accounting, especially to your board.  Our solution for that is I'm working with separate financials on a monthly basis and we're doing combined financials for the full board to review on a quarterly basis. 

So there it is.  It's not the most elegant solution and I know there are many accounting software packages that could do this without dividing up the company, but it works and gives us all the detail we need.  I'll be interested to hear what others do and/or think of our solution! 

Take care, 

Paul Iannaccone, CFRE 
Executive Director 
Ventura College Foundation 
4667 Telegraph Road
Ventura, CA 93003
Tel:  (805)654-6461
Fax: (805)648-8983


P.S. - To track donations we went high-end and purchased Blackbaud's Raiser's Edge.  I've also used the less expensive DonorPerfect which I was quite happy with.  With scholarships we ended up writing our own Access data base, but I'm still looking into other programs written by some of our college's in the community college world as we'd like to have an on-line scholarship application and writing that code is not simple.
