GUIDELINES FOR SCHOOL-BASED ENTERPRISES IN CAREER AND TECHNICAL EDUCATION PROGRAMS

The quality of instruction in many career and technical education (CTE) programs is enhanced by providing students with work experience in school-based enterprises.  In providing these practical experiences for the students, jobs are often performed for local school systems, school personnel, other students and the general public.  Some examples are the repair and maintenance of automobiles, the construction of houses and storage sheds, and the providing of personal services in cosmetology programs.

It is important that written policies and procedures be developed and approved by local boards of education or multi-county center administrative councils to assure that the work being performed by the students will be for instructional purposes.  Following are guidelines for developing policy for work performed by students in CTE school-based enterprises. The guidelines are not to be viewed as State policy, but are provided for direction and assistance to local educational agencies as they develop policies for their school systems.

Rationale or Purpose of Performing Work as Part of the Instructional Program

Some of the reasons for using work in school-based enterprises as part of the instructional program are:


1.
It increases student interest.


2.
It helps keep instruction relevant and up-to-date.


3.
It provides an opportunity to introduce quality control factors and 


inspection techniques into the training process.


4.
It enables the instructor to introduce production techniques that 


require group or team effort.


5.
It provides a communication link between the community and the 


CTE program.


6.
It equates performance with economic factors evident in private 


enterprise.


7.
It assists the students in understanding the transition from school to 

the job.

Criteria for the Successful Use of School-Based Enterprises

Successful use of work as part of the instructional program requires the following:

1.
The instructor needs to have a good understanding of the purpose of using school-based enterprises as part of the instructional program.

2.
The work should be carefully selected to enhance the 


instructional program rather than becoming a means for keeping 

students busy.


3.
Students should be taught the technical knowledge and skills to 


perform the work before they are assigned jobs.


4.
Students should be taught appropriate instructional procedures.


5.
Situations should be avoided that would put an instructor under 


excessive pressure to meet time lines which may result in 



inadequate supervision.


6.
The number of jobs performed should not be so excessive as to 


result in competition with potential employers.

Procedures for Selecting Appropriate Work

In developing a procedure for selecting appropriate work, major emphasis must be given to selecting those jobs that will enhance the instructional process.  Work in school-based enterprises should be scheduled for times when it allows students to put into practice what they are currently learning in the classroom. In selecting appropriate jobs, many schools give priority to certain groups: students within the program; the local school system (this does not include jobs for school personnel); civic/community organizations; and the general public. Any work performed for members or employees of the local Board of Education (or Boards of Education for multi-county centers) should be done on the same basis as for the general public.

Approval and Authorization of  Work to be Performed

A procedure for approving work to be performed should be established and those involved in the approval process should be identified.  Normally, the instructor or school principal/director are involved, but others can be included.  However, individuals who are purchasing products or services from a school-based enterprise should not have direct voice, influence, or control over when it is scheduled.

Release Form

Schools should provide a release form to be signed by customers for whom work will be performed.  It is questionable as to how much legal protection a release form would provide a school system.  However, a release form should assist in developing an understanding between the customer and school in relationship to the work being performed.  

In the case of vehicles or other items brought in for repair, that release should be made part of a customer order form and should, at the least, state that the customer acknowledges by signature that the work will be performed by students and that the school will not be held responsible for loss or damages to the item(s) described on the work order or articles left therein, in case of fire, theft, accident or other cause beyond the control of the school or school employees or students.

Scheduling of Work

In most cases, the career and technical instructor should have the responsibility for scheduling when work will be performed.  It is important that work be scheduled only as needed for instructional purposes and when it relevant to the curriculum.

Accountability of Materials Used in the Program

A procedure should be established for charging customers for parts and materials used to perform work that provides an account of materials from the time they are ordered until the job has been completed and payment has been collected by the school.

In the case of vehicle repair, the customer should come to the school office to sign a work order that states the work to be performed and contains a release statement and a statement to the effect that “an express mechanic’s lien is hereby acknowledged on the above described vehicle to secure the amount of repairs thereto.”

The best way to handle the purchasing of parts for repairs is to have the customer purchase and bring in the necessary parts.  If, however, the school purchases the parts, the sequential, un-duplicated number customer work order should be noted on the purchase order(s) for the parts and copies of the purchase order(s) and invoices should be attached to the office copy of the customer work order.  When the work is completed, all charges for parts, materials, fees, etc. should be listed on the customer work. The customer should pay all charges to the secretary in the school office.  No money is collected in the shop.  The secretary should issue a receipt to the customer for the amount remitted and make a copy of that receipt to attach to the office copy of the work order. 
Establishment of Fees for School-Based Enterprises

It is important to remember that work performed by CTE programs is not for profit, but for instructional purposes.  It is recommended that a fee for labor not be charged; however, schools may charge the costs of parts or materials used, plus a percentage or flat fee that would cover the use of equipment (including operation, maintenance, and replacement) and incidental supplies. For jobs that do not involve parts or for service jobs such as in the cosmetology program, a flat fee may be established. Items that are constructed by the school, such as storage sheds, cattle guards, picnic tables, etc., may be sold at public auction, however, a public auction is not legally required.  If not sold at public auction, a fair market value should be established giving consideration to cost of materials, and use of equipment including operation, maintenance and replacement costs.  The items should be made available to the general public on an equitable basis.

For work performed for the local school system or for and by students within the program, charges are typically made only for materials or parts used to perform the job.  Work performed for school personnel should be subjected to the same fees as for the general public.

Construction of Houses

Houses constructed as part of the general building construction classes have provided valuable work experience for students.  The following approaches to construction and disposition of houses by county boards of education and multi-county vocational centers appear to be feasible and legal:

1.
The county purchases land and the CTE class constructs a dwelling.  When construction is completed, the county announces the property for sale at public auction or by sealed bids according to established procedures.  Proceeds from the sale are used to purchase land and construct a house the following year and pay for the maintenance of the construction program.


or

2.
The CTE class builds, on school property, a house designed to be removed from the site.  The house is then auctioned or sold by sealed bid according to established procedures.  The purchaser must provide the site and arrange for moving the structure.  The proceeds from the sale may be used for the same purposes as in #1 above.  

Regardless of which method is used, the funds (profits) from the sale of a structure must be used to support CTE programs.

Insurance

Whether students are working on projects at the school or at sites away from the school, they should be covered by medical insurance in case they are injured.  The school should document that students have accident insurance through the school or have written statements from parents/guardians that they are covered by a family insurance policy.  However, no student should be denied the privilege of participating solely on the basis of lack of insurance coverage.

Competition With Local Businesses

It is not the intent of the school system to compete with business and industry in operating school-based enterprises as part of the instructional program.  The following factors may be used to help justify the practice to business and industry.

1.
The amount of work done by a CTE program is too little to be regarded as competition with local business and industry.

2.
The school provides local businesses with graduates who are trained, thereby permitting 
local employers to secure qualified employees at a low training cost.


3.
Occupational advisory committees review the course of study and 


advise school officials and instructors on the amount and type of 


work that should be performed.

4.
Work is performed for instructional value and not for monetary consideration.

Collecting and Remitting Consumer Sales Tax

Note:  This document contains excerpts from the “Accounting Procedures Manual for the Public Schools in West Virginia and is not intended to contain all the information you might need to make sure your school’s procedures will pass an audit. Neither has it been approved by the WV Department of Tax and Revenue.  For additional information, contact your county financial office or the West Virginia Department of Tax and Revenue.

WV Department of Tax and Revenue rules pertaining to the collecting and remitting of consumer sales taxes by public schools can be found in the “Accounting Procedures Manual for the Public Schools in West Virginia,” pages 101 to 103.  (Note:  If you do not have a copy of this manual, call the WVDE at 304.558.6300 and ask that a copy be sent to you.)  

The third paragraph on page 101 states, “Unlike purchases made by public schools, sales by public schools are taxable in many instances.  Unless there is a specific exemption in the sales tax law, all sales, leases and services in West Virginia are taxable, even sales by or through public schools.  The burden of proving that a sale was exempt from tax is upon the seller.  School officials should ensure that sales tax is imposed on all sales of items that are not specifically exempt.”  Otherwise, “All sales of tangible personal property or taxable services are presumed to be subject to tax.”  These tax rules apply to sales by schools; school employees; school students; or school student, parent or booster organizations for the benefit of the school.

Exemptions are listed on pages 101,102 and 103.  There are exemptions for certain sales of food, advertising space in school publications, etc.  

Specific exemptions for sales of food can be found on page 102.  Food sold by a Pro-Start program, for instance, to students enrolled in the school or to employees of the school during normal school hours is exempt.  However, sales of food through vending machines regardless of where the machine is located, who owns the machine or when the sale occurs are taxable.

Other applicable exemptions can be found on Pages 97 and 98.  For instance, “personal services,” including barbering, hairstyling, manicuring and massaging are exempt, so it would not be necessary for cosmetology programs to charge sales tax for those services.  However, if the cosmetology program has purchased products, i.e., bottles of shampoo, using their tax exempt status, for resale to customers, they must charge sales tax on those sales.

Some of the exemptions would apply to occasional sales by Career/Technical Student Organizations (CTSOs).  Those revenues, however, are under the control of the specific CTSO that raised them and the students in that CTSO are the only ones who can decide how to spend the monies. 

Sales of greenhouse plants, meats or produce or sales of services such as meat cutting from Agricultural Education programs are taxable.  Occasional sales by FFA are not. 

Sales of sheds, dog houses, gazebos and other structures, including houses, by Building Construction classes are taxable.  (Note that houses and other structures attached to land that are sold with the land are exempt under the provision for “real estate.”  However, structures which are sold to be moved by the buyer, including houses, are not exempt.)  

Charges for repair services offered by other programs such as Auto Technology, Collision Repair, HVAC, Welding Technology, etc. are taxable.  If parts are required, the best practice is to have the owner purchase and supply all needed parts. The drawback to this is that the students do not get the instructional benefit of ordering parts. If the school purchases such parts and does not pay consumer sales tax on these purchases, the tax must be charged to the customer.  A third option would be for the school to pay the consumer sales tax to vendors on parts to be sold on no mark-up to the customer. If the school charges a fee or imposes a labor charge, consumer sales tax must also be paid on these.

None of these rules apply to repair or construction work you perform for other schools, school central office departments or other tax exempt organizations that can produce an exemption certificate.  In the latter case, make sure to attach a copy of the certificate to the school copy of the invoices.

Some information on how to record sales tax collections and how to compute sales taxes can be found on page 103 of the manual.  For additional information, contact your county fiscal office or the West Virginia Department of Tax and Revenue.
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