8/21/2016

SCHOOL FINANCE, W/ RELATED SCHOOL LAW
HOSTED BY:
CHEATHAM COUNTY SCHOOLS FOR
SCHOOL SUPPORT ORGANIZATIONS

SCHOOL FINANCE, WITH
RELATED SCHOOL LAW
SEPTEMBER 13, 2016

Presented by:

David W. Huss, JD, MEd, CPA
DavidWHussLawCPA@gmail.com
(731) 446-0679

SCHOOL SUPPORT ORGANIZATIONS (SSOS)


AGENDA:












HISTORY AND CREATION
FUNDRAISING REQUESTS AND
APPROVAL (GAMES OF CHANCE)
REQUIRED ANNUAL REPORTING
– STATE AND FEDERAL
BOARD MEMBER
RESPONSIBILITIES AND
LIABILITIES
PROHIBITED
ACTS/TRANSACTIONS
INSURANCE COVERAGE
INTERNAL CONTROLS
SALES TAX
SCHOOL FEES
QUESTIONS

HEADLINES
(THAT WE DO NOT WANT TO SEE)


Former school booster club treasurer charged with
theft in Rutherford County


RUTHERFORD COUNTY, Tenn. (WKRN) – A
Rutherford County Grand Jury has indicted the former
treasurer of the Blackman High School Boys Soccer
Booster Club on a theft charge after she allegedly stole at
least $6,989 (emphasis added).
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HEADLINES
(THAT WE DO NOT WANT TO SEE)


Ex-band high school band booster club treasurer
indicted for theft




CHEATHAM COUNTY, Tenn. (WKRN) – The former
booster club treasurer for Cheatham County Central High
School’s band has been indicted on theft charges
(emphasis added).

Ethics complaint filed in Bearden softball boosters
issue


"In short two Bearden High School Softball parents are
responsible for paying a loan on a facility that should
have NEVER been constructed," the complaint reads.

HEADLINES
(THAT WE DO NOT WANT TO SEE)


Campbell County Booster Club President Indicted
For Theft
A special investigation by the Tennessee Comptroller’s
Office has found that…, president of the Campbell County
High School Choral Booster Club, stole at least $6,502
from the booster club. The investigation found that …
stole cash, transacted checks, and used the booster club
bank card for her personal benefit.



HEADLINES
(THAT WE DO NOT WANT TO SEE)


Report: Blackman football coaches got cash from
boosters' accounts




MURFREESBORO — Bank accounts from the Blackman
High School football boosters were used to provide nearly
$100,000 in supplemental cash and gift cards to the
football team's coaches and for other purposes between
2011 and 2015, according to a report released by the
Tennessee comptroller of the Treasury (emphasis added).

And these reports go on and on and on….
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TOP 10 THINGS SCHOOLS MUST KNOW
AND SSOS MUST ENSURE COMPLIANCE
Are the school’s SSOs in compliance with local board
policy?
Is the SSO properly organized (i.e., articles of
incorporation, bylaws, etc.)?
Are the school’s SSOs up-to-date with annual filing
requirements (i.e., Secretary of State)?
If the SSO is a §501(c)(3), are IRS filing requirements
up-to-date?
Are the members of the Board of Directors proper?

1)
2)
3)
4)
5)

TOP 10 THINGS SCHOOLS MUST KNOW
AND SSOS MUST ENSURE COMPLIANCE
6)
7)
8)
9)
10)

Does the SSO have adequate controls in place to protect
its assets, which ultimately benefit the school?
Is the SSO complying other aspects of laws (fees, sales
tax, etc.)?
Is the SSO properly insured, which ultimately protects
the school/school system and its members?
Why is the SSO requesting permission to hold a
fundraiser?
Is the fundraiser appropriate (both in the activity and
expenditure of funds)?

PURPOSE OF SCHOOL SUPPORT
ORGANIZATIONS




The sole purpose of school support organizations is
to provide “financial support to help carry out
academic, arts, athletic, and social programs to
further educational opportunities for the children of
this state” (See TCA §49-2-602).
In all transactions ask, how does this activity
(disbursement, fundraiser, etc.) support the SSO’s
purpose for existence (mission)?
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HISTORY AND CREATION OF SSOS


In 2007 the General Assembly passed legislation to
create and regulate SSOs.




This legislation was in response to substandard handling
of cash raised for schools and school organizations, i.e.,
funds were being abused and used for purposes unrelated
to the goals and objectives of the organization.

These laws are codified at TCA §49-2-601, et seq.,
and known as The School Support Organization
Financial Accountability Act.

HISTORY AND CREATION OF SSOS
The Act “is designed to establish accountability and
regulation of booster organizations and other school
support organizations that have, heretofore, been
unregulated” (OAG 08-174, 11/18/08).

HISTORY AND CREATION OF SSOS






SSOs are legally independent corporations and are
not-for-profit since the sole mission is to support the
specific activity or school.
As a standalone corporation, SSOs are governed by a
board of directors.
The board of directors is responsible for the SSO’s
compliance with state law and local board policy.
To a certain extent, such a legal standing separates
liability of the board of education and the board of
directors of the SSO.
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HISTORY AND CREATION OF SSOS
The Act “does not ‘create liability’ on the part of school
boards or their members, where school support
organizations experience misappropriation of funds.”
However, “because the range of potential scenarios
involving fundraising and school officials is almost
limitless, liability on the part of school boards or their
members cannot be ruled out in the event of fundraising
irregularities.” (OAG 08-174, 11/18/08).

HISTORY AND CREATION OF SSOS




The board of directors is responsible for any ultra
vires activities.
Ultra vires is a Latin phrase meaning "beyond the
powers.”
In corporate law, ultra vires describes acts attempted
by a corporation that are beyond the scope of powers
granted by the corporation's articles of incorporation
or granted by a clause in its Bylaws.


Such activities put individual board members who
approved the act subject to personal liability.

HISTORY AND CREATION OF SSOS


TCA §49-2-604 provides for the local board of
education to adopt policies addressing SSOs and
provides


“A group or organization may not use a school
district’s or school’s name, mascot or logos, property
or facilities for the raising of money, materials,
property or securities until a policy has been adopted
by the local board of education….”
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HISTORY AND CREATION OF SSOS
In Opinion No. 08-174, the Attorney General further
emphasized that “should school officials neglect the
Act’s requirements” (such as the adoption of the above
mentioned policies) “liability may result where
wrongdoing takes place and compliance with the Act
might have prevented it.”

HISTORY AND CREATION OF SSOS


Documents that all SSOs must have include:


Charter (articles of incorporation) – this is the primary
corporate document for every nonprofit corporation;






Describes the SSOs mission and purpose
Must be filed with the Secretary of State (SOS).
When accepted, the SOS will provide a Certificate of Good
Standing. This certificate, along with a copy of the charter,
should be maintained as part of the SSO’s permanent records.

The organization comes into existence on the date its
articles of incorporation are filed with the SOS.

HISTORY AND CREATION OF SSOS


Documents that all SSOs must have include:


The Charter contains basic structural information, such as





The name of the SSO
Its registered agent
Its registered office address, and
The membership structure.



Of particular importance, what is the SSOs
registered office address?



Also includes tax-exempt purpose and what happens to
the SSOs assets upon dissolution (should revert to the
school/activity).
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HISTORY AND CREATION OF SSOS


Bylaws – are the SSOs operating manual;


The internal rules that govern the day-to-day operations







When and where the SSO will hold meetings;
What the voting requirements are;
Specify the officer positions;
Basically, how the SSO is governed, operated, and takes care of
essential formalities.

Bylaws are the second most important document for an SSO.
Although not filed with the SOS, bylaws should be
maintained by the organization as part of its permanent
records.

HISTORY AND CREATION OF SSOS


Although there are no set criteria for bylaw content,
bylaws typically set forth internal rules and procedures
for the SSO, touching on such issues as:






the existence and responsibilities of officers and directors
the size of the board and the manner and term of their
election
how and when board meetings will be held, and who may
call meetings
how the board will function, and
how the bylaws can be amended

HISTORY AND CREATION OF SSOS






From a legal standpoint, an SSO’s bylaws are one of the most
important, if not the most important, document there is
relating to the organization.
More importantly, failure to follow the provisions of the
bylaws can have devastating legal consequences for an SSO
and perhaps even for individual board members (ultra vires
activities).
Despite their importance, bylaws are often neglected or
misunderstood. For many SSOs, bylaws are nonexistent or
just some old document, hidden away in a file.
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HISTORY AND CREATION OF SSOS


Bylaws are often not read, the provisions are not known, and
if bylaws do happen to be read, they are written in such
legalese that the normal person cannot understand them.





If this description sounds like your SSO, then let this be your wake up
call!

Bylaws are important and should guide actions and purposes
within an SSO.
It is essential that SSO leaders ensure that bylaws are positive
and helpful and not prohibitive or harmful impediments that
get in the way of progress or expose the SSO or board
members to legal challenges.

HISTORY AND CREATION OF SSOS




Minutes – written record of actions taken by the Directors
or Members of the SSO which require a formal vote
pursuant to the bylaws of the organization. These records
are ongoing and should be maintained by the SSO as part
of its permanent records.
EIN: Employer Identification Number from IRS –
necessary to open a bank account for the SSO. SSOs
cannot utilize the school or school district’s bank account
for SSO funds.

HISTORY AND CREATION OF SSOS




SSOs, whether required by Board policy or not, should
enter into a written agreement with the local board prior
to conducting any fundraising activities.
The agreement must contain two (2) distinct statements:
That the SSO agrees to abide by any policies and
procedures regarding school support organizations; and,
2. That the SSO agrees to indemnify the Board, the director
and all other agents of the local education agency for the
actions of the SSO.
1.
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HISTORY AND CREATION OF SSOS


Approval process to become a recognized SSO by
the Board
1. confirmation of nonprofit status,
2. written goals and objectives,
3. telephone numbers and addresses of each officer,
and
4. written policy addressing the safeguarding of
assets (can be as simple as a statement that the
SSO has adopted the Manual).

HISTORY AND CREATION OF SSOS


In addition, each SSO must annually report to the
director
1. its continued status as a nonprofit organization
(requires annual report to the Secretary of State –
the SSO can be administratively dissolved),
2. its goals and objectives,
3. its officers and their phone numbers and
addresses, and
4. a statement of revenues and expenditures.

FUNDRAISING REQUESTS
AND APPROVAL




Once recognized, the SSO may begin planning its
fundraising activities.
Prior to each fundraising activity, the SSO must have
the approval of the director or designee.
Approval does not constitute endorsement of the
activity.
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FUNDRAISING REQUESTS
AND APPROVAL




The director must ensure that the activity is
consistent with the goals and objectives of the
organization.
No school administrator should allow an activity to
take place using the school’s name or on school
property that is illegal, i.e., gambling activities,
raffles, etc.

GAMES OF CHANCE:
APPLIES EQUALLY TO SCHOOLS AND SSOS
TOPICS:
 SECRETARY OF STATE
 STATE CONSTITUTION
 ATTORNEY GENERAL
OPINION
 WHAT ABOUT SCHOOL
SUPPORT ORGANIZATIONS?

GAMES OF CHANCE – SECRETARY OF
STATE’S WEBSITE


Penalty: What are the consequences for holding an
unauthorized event?




If the Division of Charitable Solicitations is notified of an
unapproved event, the Division will notify the local
district attorney general. Conducting an unapproved game
of chance may be a violation of the criminal gaming
statute, and local law enforcement has jurisdiction to
investigate and prosecute the individuals responsible for
the event.
So, who is the individual responsible?
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GAMES OF CHANCE – SECRETARY OF
STATE’S WEBSITE


If I don’t call it a raffle or sell tickets, but ask for
donations for a chance to win a prize, is that allowed?
 No. An event is considered a raffle if someone
must pay for a chance to win a prize and would
be a violation of law. It does not matter that the
payment is called a “donation.”

GAMES OF CHANCE




On May 23, 2014, the Tennessee Attorney General
issued yet another opinion regarding gambling in
Tennessee (Lottery-Ticket Pool, See AGO 14-58).
TCA §39-17-501(1) provides, in relevant part,
“Gambling is contrary to the public policy of this
state and means risking anything of value for a profit
whose return is to any degree contingent on
chance…” (emphasis added).

GAMES OF CHANCE - CONSTITUTION
Article XI, Section 5 provides, in part, “The Legislature
shall have no power to authorize lotteries for any
purpose, and shall pass laws to prohibit the sale of
lottery tickets in this state,
 except that the legislature may authorize a state
lottery if the net proceeds of the lottery’s revenues
are allocated to provide financial assistance to
citizens of this state to enable such citizens to attend
post-secondary educational institutions located
within this state…
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GAMES OF CHANCE - CONSTITUTION
All other forms of lottery not authorized herein are
expressly prohibited unless
 authorized by a two-thirds vote of all members
elected to each house of the General Assembly for an
annual event operated for the benefit of a 501(c)(3)
organization located in this state, as defined by the
2000 United States Tax Code or as may be amended
from time to time.”

GAMES OF CHANCE – ATTORNEY GENERAL
The Tennessee Attorney General in Opinion 05-159 set
forth the elements of the traditional test to determine if
an activity is a lottery, i.e., illegal gambling.

GAMES OF CHANCE – ATTORNEY GENERAL


“Under the traditional test, three elements must be
present in order for a transaction to be considered a
lottery:”
1) consideration (value given, i.e., money)
2) chance (risk), and
3) prize

● “To determine whether the required element of
“chance” is present, courts look at the extent to
which distribution of prizes is based upon chance
as opposed to skill.”
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GAMES OF CHANCE – ATTORNEY GENERAL




The Opinion provides that “it is the character of the
contest itself, the particular facts of the game itself,
not the skill or lack of skill of an individual
participant that determines whether the game is one
of chance or skill.”
“It is not the name of the game that determines its
legality, but the nature of the game itself, however
skillfully disguised….”

GAMES OF CHANCE – ATTORNEY GENERAL


“Games which have been deemed games of skill, rather
than games of chance, are chess, checkers, bowling,
baseball, archery, golf and spelling contests.”




…is correctly spelling a word the same as a spelling
contest?

The Opinion further provides that a “fishing tournament
in which entrants pay fees with an opportunity to receive
cash and other prizes constitute[s] gambling under Tenn.
Code Ann. §39-17-502(a).”

WHAT ABOUT SCHOOL SUPPORT
ORGANIZATIONS?




School Support Organizations that are not §501(c)(3)
organizations cannot conduct games of chance as
fundraisers.
School Support Organizations that are §501(c)(3)
organizations may conduct an annual game of
chance if properly authorized by the Tennessee
General Assembly.
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REQUIRED ANNUAL REPORTING


All SSOs registered in Tennessee must file an annual
report with the Division of Business Services.




Due date – on or before the first day of the fourth month
following the close of the SSO’s fiscal year.
Reports are customized with current information of record
relating to the specific SSO.
Annual report forms are not available as blank forms and
SSOs must file its annual report using the preprinted
forms generated by the Division of Business Services.


Extremely important to have your agent of record up-to-date with
the Division of Business Services.

REQUIRED ANNUAL REPORTING




The Division of Business Services automatically
prepares and mails an annual report form to each
active SSO during the ending month of the SSO’s
fiscal year.
Why did our SSO not receive an annual report?




Most likely, officers from prior years failed to file the
annual report, thus the Secretary of State has
administratively dissolve the organization.
If administratively dissolved, fundraising is prohibited.

REQUIRED ANNUAL REPORTING


A common reason that the Secretary of State
administratively dissolves an SSO is failure to
deliver its properly completed annual report to the
Division of Business Services within two (2) months
after the annual report is due.



Failure to file within this time frame is grounds for
dissolution.
If the SSO fails to file on time, the Division of Business
Services will serve a written notice on the SSO by first
class mail.
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REQUIRED ANNUAL REPORTING




Within two (2) months after service of the written
notice, the SSO must correct the deficiency or the
Division of Business Services will issue a certificate
of dissolution.
An administratively dissolved SSO continues its
corporate existence; however, it may not carry on
any business (i.e., fundraisers) except that which is
necessary to wind up and liquidate its business and
affairs.

REQUIRED ANNUAL REPORTING




Even if administratively dissolved, an SSO may
apply for reinstatement.
Any and all outstanding annual reports must
accompany the application for reinstatement.
Once all deficiencies are removed, the Division of
Business Services will cancel the certificate of
dissolution, prepare a certificate of reinstatement,
and serve the certificate on the SSO.

REQUIRED ANNUAL REPORTING




A reinstatement relates back to and takes effect as of
the effective date of the administrative dissolution
and the SSO resumes doing business as if the
administrative dissolution had never occurred.
An SSO that is not in good standing does not exist
and school administrators must not allow the SSO to
conduct fundraisers in the name of the school or on
school grounds.
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REQUIRED ANNUAL REPORTING


School administrators and SSO officers can check
the status of any SSO from the Secretary of State’s
website or by going to




http://tnbear.tn.gov/Ecommerce/FilingSearch.aspx

What about required annual reporting to IRS?
 Ouch!!
 Word of caution: I do not give tax advice and
nothing contained herein should be construed as
receiving tax advice.

REQUIRED ANNUAL REPORTING


Since our SSO is a nonprofit group, we don’t pay
any taxes.





Thus, we don’t have to file a tax return.
Not true.

Your SSO must report annually on its finances and
basic operations, and



this is true whether the SSO is incorporated or not,
and
whether or not it is officially recognized by the IRS
as nonprofit under §501(c)(3) of the IRC.

REQUIRED ANNUAL REPORTING




“Thousands of school booster clubs appear to be out
of compliance with IRS rules…requiring tax returns
to be filed. Failure to seek federal tax-exempt status,
and file tax return, raises significant liability for
school booster clubs and the schools for which these
groups raise funds.”
Initially, to be recognized as a §501(c)(3)
organization, the SSO must file Form 1023 with the
IRS.


Filing Form 1023 can be quite expensive; however, it is a
one-time cost.
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REQUIRED ANNUAL REPORTING






Annually, the SSO should file a version of Form
990, “Return of Organization Exempt From Income
Tax.”
The return is due by the 15th day of the 5th month
following the close of the SSO’s fiscal year.
It is generally an information return, since normally
there are no taxes due.
The forms allow the public to understand how the
SSO handled its funds throughout the year, i.e.,
funds raised and what the SSO did with the funds.

REQUIRED ANNUAL REPORTING




By IRS rules and regulations, the three (3) most
recent tax returns must be kept available for public
inspection.
Most SSOs can file Form 990-N electronically.


Organizations with gross receipts of less than $50,000.

REQUIRED ANNUAL REPORTING



If your SSO has gross receipts greater than $50,000,
then file form 990-EZ.
So, how does the IRS even know we are in
existence?


Did your SSO file Form SS-4 to get an EIN for banking
purposes?
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REQUIRED ANNUAL REPORTING


So what if the SSO is not recognized as an IRC
§501(c)(3) organization?
 The SSO may have to pay federal income tax on
the funds raised.
 The SSO may be required to file Form 1120
(Corporate Tax Return) annually with the IRS.

REQUIRED ANNUAL REPORTING


How do these tax issues potentially affect parents?





If parents receive monetary deductions on fees for
extracurricular activities, the IRS may require those
parents to account for those fee credits as income.
Service performed in exchange for a benefit equals
income.
See Kentucky case….

OTHER TAX MATTERS


Earlier we mentioned that the sole purpose of SSOs
is to provide “financial support to help carry out
academic, arts, athletic, and social programs to
further educational opportunities for the children of
this state” (See TCA §49-2-602).



This means that the purpose of your SSO is to benefit an
entity as a whole, not to benefit individuals.
If your organization maintains individual accounts, such
as student accounts based on participation or some other
measures, your organization is benefitting individuals, not
an entity as a whole.
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OTHER TAX MATTERS



Such practices are viewed as cooperative fundraising.
Such fundraising can result in the loss of tax-exempt
status for the SSO and can result in taxable income to the
individuals. This is referred to by the IRS as a private
benefit, and regulations provide…




A public charity is prohibited from allowing more than an
insubstantial accrual of private benefit to individuals...
This restriction is to ensure that a tax-exempt organization
serves a public interest, not a private one.
If a private benefit is more than incidental, it could
jeopardize the organization’s tax-exempt status.

OTHER TAX MATTERS
One more word of caution:





Since an SSO may not use funds for a purpose other than those
related to its goals and objectives that relate to supporting a
school, a school club, a school athletic teams, etc….
 it would appear that credits to individual accounts are not
allowed under the law other than those credits which are
applied to all students who participate in the club or
activity.

BOARD MEMBER RESPONSIBILITIES
AND LIABILITIES


Tennessee law imposes upon all board members the
duty of loyalty and the duty of care.


The duty of loyalty means that a board member must
act with undivided loyalty in the best interests of the
SSO and will not seek to benefit personally from the
business activities of the SSO served.


i.e., conflicts of interest – should have a policy
addressing such interests – a board member cannot
directly or indirectly benefit from business
transactions.
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BOARD MEMBER RESPONSIBILITIES
AND LIABILITIES


The duty of care means that a board member must




act reasonably, as a prudent person in a similar
circumstance would;
be familiar with the SSO’s activities and financial
condition, and;
must participate regularly in board meetings.





How are officers elected to serve?

Basically, a board member acts in good faith and makes
informed decisions.
Under Tennessee law, a board member may be personally
liable to the SSO for the harm it suffers if the fiduciary
duties are breached.

PROHIBITED ACTS/TRANSACTIONS




The intent of the Act is to create and maintain an “arms
length” separation between schools, its administrators
and employees, and school support organizations.
TCA §49-2-604(g) provides that a school representative
cannot




act as the treasurer or bookkeeper,
nor sign checks (which prohibits a school representative
from using a debit card),
nor can a majority of the voting members of the board of
directors be composed of school representatives.

PROHIBITED ACTS/TRANSACTIONS


The term “school representative” is defined by TCA
§49-2-603(3)(A)(i) and (ii) as







“a school board member,
the director of schools,
a principal,
any individual who is primarily responsible for
accounting for school system funds or the funds of an
individual school, and
any individual who works for the school system and who
as part of the individual’s employment by the school
system is charged with directing or assisting in directing
the related school club or activity.”
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PROHIBITED ACTS/TRANSACTIONS


Thus, other than the obvious, the law applies or appears
to apply, at a minimum, to






the sponsor/coach, and assistants, that the SSO is
supporting,
a school bookkeeper,
anyone working in the school system’s finance
department,
anyone working as the chief of staff or as the COO, and
his/her assistants, and
anyone working as an assistant to the director of schools.

PROHIBITED ACTS/TRANSACTIONS
In my opinion, which may be to the extreme, anyone working for
the school system which would give the appearance that a
conflict exists between the school or school system and the SSO
should not be allow to serve as an SSO officer, director, or voting
member of the board.

PROHIBITED ACTS/TRANSACTIONS


An SSO cannot
1. use the school’s tax exempt certificate (discussed
in more detail later),
2. bind the school or school district in any contract
in which it enters,
3. use funds generated from fundraisers that do not
support its goals and objectives, nor
4. use the school district’s employer identification
number.
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WHAT ABOUT INSURANCE COVERAGE?


Remember earlier we said, SSOs must enter into an
agreement with the Board that states “That the SSO
agrees to indemnify the Board, the director and all
other agents of the local education agency for the
actions of the SSO.”




Indemnify means to compensate for damage or loss
sustained, expense incurred, etc. and to guard or secure
against anticipated loss; give security against (future
damage or liability).
Sounds like insurance, right? Without insurance, who is at
risk?

WHAT ABOUT INSURANCE COVERAGE?







Does an SSO have insurance coverage through the
school district for liability as long as the SSO is
conducting an activity on school grounds?
Do SSO board members and volunteers have
insurance coverage under homeowners policies for
any claims brought against them individually?
Does the thought of embezzling money ever cross
your mind?
What about concession stand supplies or logo
merchandise being stolen?

WHAT ABOUT INSURANCE COVERAGE?





Most school systems do not provide liability
coverage for SSOs, and if the school system has
insurance through the Tennessee Risk Management
Trust, no coverage is provided for any activities,
whether on school grounds or not.
Generally, homeowners policies do not provide
liability coverage for volunteer activities.
Embezzlement within SSOs is rising more and more
because of the state of the economy and the lack of
internal controls.
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WHAT ARE INTERNAL CONTROLS?


WHAT INTERNAL
CONTROLS DOES
YOUR SSO HAVE IN
PLACE?

RISKS ARE A FACT OF LIFE



An organization can never completely avoid risk if it
is taking action to accomplish its mission.
The best an organization can do is manage the risks
it faces to an acceptable level, consistent with
achieving the organization's objectives.

WHAT ARE INTERNAL CONTROLS?


Internal controls are systematic measures instituted
by an organization to
1. Conduct its business in an orderly and efficient
manner;
2. Safeguard its assets and resources;
3. Deter and detect errors, fraud, and theft;
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WHAT ARE INTERNAL CONTROLS?
4.
5.
6.

Ensure accuracy and completeness of its
accounting data;
Produce reliable and timely financial and
management information; and
Ensure adherence to its policies, laws, and
regulations.

SO WHAT DOES ALL THAT MEAN?


When you went to work today, did
you lock the doors to your house?



Do you keep the PIN number for
your ATM card secure?



Do you balance your
statements each month?

bank

WHAT ARE INTERNAL CONTROLS?
Even the most elaborate internal control structure will
not guarantee that the objectives will be achieved.
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WHY WE NEED INTERNAL CONTROLS?
1.
2.
3.
4.
5.
6.
7.
8.

Ensure mission accomplishment
Reduce fraud opportunities
Prevent loss of funds or other resources
Establish standards of performance
Assure compliance
Preserve integrity
Eliminate adverse publicity
Assure public confidence

ELIMINATE ADVERSE PUBLICITY
Can the community separate these headlines from the
individual school?

CONSEQUENCES OF WEAK INTERNAL
CONTROLS
1.
2.
3.
4.
5.
6.

Waste of assets
Inaccurate or incomplete information
Misuse of assets
Embezzlement and theft
Purchases that were not necessary or not authorized
Assets not accounted for
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WHO IS RESPONSIBLE?
Each individual within an organization is responsible
for knowing proper internal control procedures
associated with his/her specific responsibility.

INTERNAL CONTROLS


When evaluating your internal control structure, ask
What do you worry about going wrong?
2. What steps have been taken to assure something
doesn't go wrong?
3. How do you know things are under control?
1.

INTERNAL CONTROLS


Opportunities for fraud, waste, and abuse increase
significantly in a weak internal control environment.
 The single most important success factor of an
internal control system is a high level of
individual awareness and understanding.
 Internal controls are everyone's responsibility;
therefore, we are all responsible for knowing
what internal controls exist and how to evaluate
their effectiveness.
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HOW TO MINIMIZE FRAUD RISK







Establish and adhere to policies and procedures
Ensure physical security over assets
Independently review and monitor tasks
Provide for segregation of duties
Establish clear lines of authority
Rotate duties in positions susceptible to fraud

HOW TO MINIMIZE FRAUD RISK







Schedule regular independent reviews/audits of areas
susceptible to fraud
Make sure internal controls are being followed
Review! Review! Review!
Ask for documentation
Ensure that one person does not have total
responsibility for a process
Report suspicious activity (fiduciary duty)

BOARD MEMBER DUTIES




Remember: Board members have a duty to adopt and
maintain accounting policy and procedures for
controlling assets received and disbursed (can adopt
the Model Financial Policy for School Support
Organizations (Procedures Manual) published by
Comptroller of the Treasury).
Board members have a duty to protect the assets of
the organization.
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MINIMUM INTERNAL CONTROLS NECESSARY






All bills should be paid by check, never cash.
Retain
all
supporting
documentation
for
expenditures, such as invoices, etc.
Checks should never be made out to “Cash.”
Signing of blank checks must be prohibited.
All checks must be prenumbered and should require
two signatures.

MINIMUM INTERNAL CONTROLS NECESSARY





Debit cards are handy, but very dangerous. If your
organization uses a debit card, the board should have
a very strict and limited use procedure.
The treasurer should issue a prenumbered receipt
each time funds are collected.
For mass collections (concessions, car wash, etc.),
two individuals should count the collections, prepare
a count sheet, and both should sign. The treasurer
will issue a receipt to the ones who signed.

MINIMUM INTERNAL CONTROLS NECESSARY






Never allow one individual to count collections.
When an SSO operates a concessions stand, the SSO
must provide the school with all relevant collection
records required by the ISUAPM.
Collections should be deposited timely.
Deposit slips should be itemized (checks).
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MINIMUM INTERNAL CONTROLS NECESSARY






Funds should never be taken home by anyone.
The treasurer should provide a summary of collections
and disbursements to all SSO officers monthly.
Bank accounts must be reconciled promptly and
maintained in the minutes of meetings.
All records must be maintained for a minimum of four
(4) years.
Separate financial responsibilities whenever possible.
One person should not have complete control of the
SSO’s finances.

MINIMUM INTERNAL CONTROLS NECESSARY







Appoint a review committee to check bank
reconciliations, to analyze fundraising events, and to
check the monthly receipts and disbursements
statement.
The review committee could also ensure compliance
with IRS, nonprofit, and other state laws and
regulations.
Appoint a custodian of records.
All SSO members have a fiduciary duty to report
suspected fraud to the Comptroller.

SALES TAX






SSOs cannot use the
schools’ sales and use tax
exemption, nor can the
SSO purchase through the
school in an attempt to
circumvent the law.
To be sales and use tax
exempt, the SSO must
apply and receive its own
exemption certificate.
Tax will always be paid on
resale items.
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DEFINITIONS OF SALES & USE TAXES



Tennessee is a sales tax and a use tax state.
Sales tax is a consumption tax charged at the point of
purchase for certain goods and services.

DEFINITIONS OF SALES & USE TAXES


A use tax is a tax on purchases made outside the
state for use in the state.






Residents, including SSOs, are responsible for paying
the use tax on purchases for which no state sales tax has
been charged.
The use tax applies to transactions that would be
subject to sales tax if the purchase were made in the
state.
The use tax rate is the same as the sales tax rate that
would apply to the purchase if it were made in the state.

DEFINITIONS OF SALES & USE TAXES


FYI: Purchasing goods out of state at a lower sales
tax rate and using (or reselling) the goods in
Tennessee has the same effect; use tax is due on the
difference in sales tax rates.





For example, if an SSO from Tennessee goes to
Kentucky to purchase goods that will be resold in
Tennessee, a use tax is due on the difference in sales
tax rates.
Surrounding states have reciprocal agreements
If the school will be the end user, make a donation.
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FUNDRAISING AND SALES/USE TAXES


TRR §1320-5-1-.09, provide, public and private schools,
grades K–12, and school support groups
 having or conducting more than two (2) sales periods during
a calendar year (i.e., fundraisers),
 having purchased tangible personal property or taxable
services without the payment of tax,
 shall be liable for the use tax based on the purchase price
of the items or services purchased during that calendar year
(sales tax paid to the vendor for items to be resold satisfies
this requirement).
 A sales period shall be presumed to be temporary if it is of
30 consecutive days duration or less.

BE CAUTIOUS!
If any funds are deposited into the school’s official bank
account, such deposits are considered to be a donation
by the SSO to the school, and the school may use these
funds for any purposes for which other donations are
accepted.

AUDIT
TCA §49-2-609 states, “A school support
organization…that collects and raises money…while
representing itself to be a school support organization
shall be subject to audit by the office of the comptroller
of the treasury.”
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SCHOOL FEES ARE NOT SSO FEES

SCHOOL FEES ARE NOT SSO FEES
ISSUE: Suppose we have a group of students that have all paid the
board-approved fee to participate in an extra-curricular activity.
A school support organization then requests all students to
participate in fundraising activities to raise additional money. If
one (or more) of the students chooses not to participate in the
fundraising activities, can the proceeds of the fundraising
activities be expended for the benefit of those students that did
participate or must the proceeds be expended for the benefit of all
students?
 Do other state laws/board of education policies extend this
general principle to school support organizations?

SCHOOL FEES ARE NOT SSO FEES


In my opinion, a school support organization must expend
proceeds from any fundraising activity for the benefit of all
the students associated with the extra-curricular activity. I
based my opinion on a variety of sources, detailed below.
1) SSOs were created by legislative act and must be further
approved by the board of education….
2) The Manual is board policy (right?)….General principle
#7 is contrary to this issue….If board policy will not
allow schools to mandate that all students must participate
in a fundraisers, why should SSOs be allow to do so?
3) Makes the fundraiser taxable to those receiving benefit….
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QUESTIONS?


Can parents solicit donations for a school or assist in a
school fundraiser without becoming a School Support
Organization?


Yes, TCA §49-2-603(4)(B) provides that “a group of
persons who merely request that students, parents, or
members of the general public make donations to
a…school…or assist in the raising of funds for a specific
purpose under the sponsorship of a school employee
where the funds are turned over to the school to be used
for the specific purpose for which the funds were raised,
shall not be considered a school support organization….”

QUESTIONS?


In this particular scenario, all funds are collected
by school employees or school volunteers, and
the principal becomes responsible for the
accountability of the funds.

QUESTIONS?


Can the school assist the SSO by collecting funds
in the normal manner in which schools collect
funds?
 When a school employee receives money while
acting in his/her official capacity, that money is
required to be accounted for by the school and
deposited into the school’s bank account.
 However, there is an exception


When the funds are sealed
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QUESTIONS?




The principal may allow funds raised by fundraisers
conducted by an SSO outside the school day and
involving students to be collected during the school day
by the SSO. Such funds shall be SSO funds provided
school employees are not involved in the accounting of
such funds and the funds are turned in using sealed
envelopes.
School employees are not allowed to touch money from
an SSO fundraiser unless it is in a sealed envelope and
then…the envelope must remained sealed! If opened, the
funds become school funds and must be properly
accounted for.

QUESTIONS?


What happens if the envelope is not sealed or if an
envelope is not used and the funds are collected by the
teacher?
 In the event that money is given directly to a teacher
without the use of an envelope or given directly to a
teacher without the envelope being sealed, it appears,
from the law stated above, that the funds would lose
school support organization identity, school
employees would be involved in the accounting of
such funds, and the school would be responsible for
proper accountability.

QUESTIONS?


Can the SSO operate a concessions stand at a
ballgame?


TCA §49-2-606 provides that a local board of
education may grant the principal of a school the
authority to enter into an agreement with a school
support organization to operate and collect money for
a concession stand … at a school related … athletic
… event … on school property where any money it
collects or any portion designated by the agreement
shall be considered as school support group funds and
not as student activity funds, provided, that:
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QUESTIONS?


…(2) The school support organization provides
the school with the relevant collection
documentation that would have been required
pursuant to the provisions of the manual
produced under TCA §49-2-110 for student
activity funds.

QUESTIONS?


Can an SSO compensate the coach with a bonus or
stipend who just won the state championship knowing
that what the system pays is just not adequate?




The answer here is governed by School Board Policy, the
Tennessee Internal School Uniform Accounting Policy
Manual, and TSSAA.
TISUAPM Section 5, Title 6 provides, “Any supplemental
compensation owed to board of education employees for
extracurricular activities must be processed through the
director of schools’ office in the same manner as salary
and other payroll payments.

QUESTIONS?


TSSAA bylaws, Article 1, §9(h), provides that
“Coaches must be paid entirely from funds approved
by either the board of education, … Director of
Schools, or the Principal of the school.”
 Most Boards have a policy that provides that
salaries of all employees, including…
supplemental pay, shall be paid by the Board. No
payment to any employee for service performed
on behalf of the school system shall be made
from any source other than the Board.
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QUESTIONS?


Salaries and supplements may be paid from
revenue derived from sources other than taxes,
provided the revenue is deposited with and
salaries paid through the Board. This includes
donations or contributions from individual, civic
or other non-school related sources of funds from
individual school activity funds, such as gate
receipts and concessions.

QUESTIONS?


Are SSOs allowed to pay for officials? If so, do
SSOs need to issue a 1099? How can the school
system be sure the SSO does this?
 As long as the expenditure furthers the goals and
objectives of the SSO, I see no reason why an
SSO can't pay game officials. The SSO would
have to issue a 1099, but the school system's only
recourse for noncompliance would be reporting
such to the Comptroller.

QUESTIONS?


Can a school support organization make a
donation to a local charity or needy family from the
community?
 It is hard to imagine that any school support
organization’s goals and objectives would
encompass charitable donations to entities or
persons outside of the school.
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QUESTIONS?






The sole purpose of such organizations is to provide
“financial support to help carry out academic, arts,
athletic, and social programs to further educational
opportunities for the children of this state” (See TCA
§49-2-602).
Such donations to a local charity or needy family
from the community would most likely be outside of
an SSO’s goals and objectives and not allowable.
In addition, such actions in the corporate world are
termed ultra vires.

DIFFERENT TAX SITUATIONS







An SSO must file Form 1023 with the IRS to receive tax
exempt status.
If received, the SSO is not subject to income tax and any
contributions to the organization are tax deductible by
donor.
If the SSO becomes recognized by the IRS as a tax
exempt organization, the organization becomes what is
known as a §501(c)(3) organization.
However, being tax exempt for federal income tax
purposes is much different than being tax exempt for
items purchased.

DIFFERENT TAX SITUATIONS




All SSOs must file Form SS-4 to receive its own
employer identification number (EIN).
All SSOs should have filed this form, if for no other
reason, for banking purposes.
The SSO cannot use the school’s EIN nor should the
school’s EIN be given to another organization for
that organization’s use.
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DIFFERENT TAX SITUATIONS






To become exempt from sales tax, the SSO must file
with the Tennessee Department of Revenue,
Division of Sales and Use Tax, to receive this
exemption.
The SSO is not automatically exempt from sales tax
just because the SSO receives tax exempt status from
the IRS.
Remember, tax exempt status with the IRS relates
only to income taxes and the deductibility
contributions received.

DIFFERENT TAX SITUATIONS



An SSO must always pay sales tax on items
purchased for resale.
The only way an SSO can be exempt from paying
sales tax on items for which it will become the end
user is to receive that exemption from the Tennessee
Department of Revenue, Sales and Use Tax
Division.

DR. SEUSS
UNLESS SOMEONE LIKE YOU CARES A WHOLE
AWFUL LOT, NOTHING IS GOING TO GET BETTER.

IT'S NOT.
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QUESTIONS/COMMENTS:
CONTACT INFORMATION






David W. Huss
Cell: (731) 446-0679
DavidWHussLawCPA@gmail.com
Twitter: @david_huss13
LinkedIn: David W. Huss, JD, MEd, CPA
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MODEL FINANCIAL POLICY FOR
SCHOOL SUPPORT ORGANIZATIONS
(PROCEDURES MANUAL)

DIVISION OF LOCAL GOVERNMENT AUDIT
JUNE 2008
(CONTACT INFORMATION AND LINKS UPDATED AS OF JULY 2013)

Preface
Public Chapter 326, amending Tennessee Code Annotated, Title 49, Chapter 2, requires that
school support organizations “adopt and maintain a written policy which specifies reasonable
procedures for accounting, controlling and safeguarding any money, materials, property or
securities collected or disbursed by it.” The statute further authorizes the comptroller of the
treasury to prepare such a model financial policy for the school support organizations.
The “Model Financial Policy for School Support Organizations” fulfills this responsibility. It is
intended to provide minimum internal controls to assist members and officers in improving
accountability over school support organization funds. In addition, it provides recommendations
for procedures that are considered a supplement to the required minimum procedures. The
manual also includes basic contact information as well as some sample forms.
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Model Financial Policy for School Support Organizations
Required controls
1.

To comply with the statute, the organization must register (incorporate as a nonprofit) with
the Secretary of State’s office.

2.

The organization must annually: confirm its status as a nonprofit; describe its goals and
objectives; and provide the address, telephone number and position of each officer of the
organization to the director of schools or the director’s designee. (Refer to sample reports.)

3.

Organizations must not use the school’s Employer Identification Number or sales tax
exemption for any purpose.

4.

The identity of the authorized banking institution, authorized bank account(s), and
authorized signatories should be included in the minutes.

5.

The name on any bank account, security, or other investment should be that of the
incorporated support organization.

6.

The titled owner to any property (vehicle, computer, land, etc.) should be the incorporated
support organization.

7.

Materials, supplies, and fundraising product inventory should be stored at a location and in
a manner to prevent spoilage or pilfering. An effort should be made to account for supply
and inventory items.

8.

All bills should be paid by check, never cash. Presigning blank checks should be
prohibited.

9.

For disbursements, prenumbered bank checks should be used that require two signatures.

10.

Each check written should have a receipt or invoice filed by check number. The treasurer
should write the check number and date paid on the invoice or receipt. When a receipt or
invoice is not available, a written document, signed by the treasurer, describing the
expenditure and explaining why no other documentation is provided, should be created and
filed.

11.

A receipt should be issued any time, and at the time, cash is turned over to or collected by
the treasurer acting in his/her official capacity as treasurer of the school support
organization. The receipts should be prenumbered and kept in a bound book. One copy
should be maintained in the receipt book.

12.

For certain events or mass collections (e.g., concession, parking, car wash, candy sale), a
record of the total collections each day must be created. Two individuals should count the
collections and prepare a count sheet, signed by both counters. When the collections are
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turned over to the treasurer, he/she and the individuals should recount the collections. The
treasurer should then immediately issue a receipt to the individuals. The count sheet should
be filed by the treasurer.
13.

When a school support organization operates a concession stand or parking at a related
school academic, arts, athletic, or social event on school property, the support organization
must provide the school with all relevant collection records required by the Internal School
Uniform Accounting Policy Manual. (Refer to Sections 4 and 5 of the manual available
online at http://tennessee.gov/education/support/doc/July2011TISUAPM.pdf.)

14.

Collections should be deposited in the bank in a timely manner. Deposit slips should
include an itemized listing of checks.

15.

The treasurer should provide a signed summary of collections and disbursements to
organization officers on a monthly basis. (Refer to sample reports.)

16.

Bank accounts should be reconciled promptly. A copy of the bank statement and imaged
checks should be included in the minutes.

17.

All collection records, bank statements, canceled checks and invoices, along with copies of
the monthly treasurer’s report, should be organized and maintained by the treasurer by
fiscal year. Records should be maintained for at least four years.

18.

The organization should maintain documentation of any written conditions on any
donations to the board of education or the school. Pursuant to state law, the school board or
school must, in good faith, disburse the funds in accordance with those conditions.

19.

The organization should contact the Comptroller of the Treasury, Division of Local
Government Audit, at (615) 401-7841 if fraud is suspected.

Other recommendations
1.

Schools’ and support organizations’ sales and use tax exemption does not exempt them
from taxes due on items purchased for resale. To avoid liabilities for sales tax due to the
state and any related penalties, the organization should comply with state sales tax statutes
(Section 67-6-102, Tennessee Code Annotated) by remitting sales tax to the vendor or use
tax to the Tennessee Department of Revenue for applicable purchases of products intended
for resale.

2.

Financial responsibilities should be separated whenever possible. One person should not
have complete control of the organization’s finances. Periodic review of bank statements
and other documentation by other officers or members helps detect errors and enhances the
integrity of financial information.

3.

Systematic analysis of fundraising events should be performed whenever possible to help
identify the most successful events.
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4.

To assist in the transition for incoming treasurers, a treasurer’s manual (simply a checklist
of monthly and annual duties) should be prepared.

5.

Designate a support organization officer as custodian of records. This officer would
maintain the financial and other entity records in an organized manner and protect them
from damage. The records would be turned over to the subsequently elected and designated
officer.

6.

To provide an independent review of the organization’s records and financial activity, the
organization should form a financial review committee or designate a member as financial
reviewer. (Refer to sample reports.) That role could also function to ensure compliance
with Internal Revenue Service, nonprofit, or other state laws and regulations. The treasurer
should not serve on the financial review committee or be designated the financial reviewer.
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Contact Information
Comptroller of the Treasury
Division of Local Government Audit
Suite 1500
James K. Polk State Office Building
Nashville, TN 37243-1402
Phone: 615-401-7841
http://www.comptroller.tn.gov/la/index.asp
Fraud Waste and Abuse Hotline
1-800-232-5454
Tennessee Secretary of State
Information related to obtaining nonprofit status from the State of Tennessee
Division of Business Services
312 Rosa L. Parks Avenue
Snodgrass Tower, 6th Floor
Nashville, TN 37243
Phone: (615) 741-2286
http://www.tennessee.gov/sos/bus_svc/forms.htm#nonprofit
Tennessee Department of Revenue
Information related to obtaining state sales and use tax exemption
Statewide toll-free: (800) 342-1003
Nashville and out-of-state: (615) 253-0600
http://www.tn.gov/revenue/index.shtml
Internal Revenue Service
Application for Employer Identification Number
Information related to obtaining 501 (federal) tax exempt status
http://www.irs.gov/Charities-&-Non-Profits/Charitable-Organizations
www.irs.gov/pub/irs-pdf/p557.pdf
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Support Organization Annual (or Monthly) Financial Report

School Year (or Month) Ending _________
Organization Name _____________________________________________________________
President _________________________________ Phone Number_______________________
Treasurer_________________________________ Phone Number_______________________
1.

Objectives and activities completed by the organization:
________________________________________________________________________
________________________________________________________________________
________________________________________________________________________
________________________________________________________________________

2.

Money in account at the beginning of the school year (or month): $__________________

3.

Money raised during the school year (or month) (by activity or fundraiser):
A. _____________________________________
B. _____________________________________
C. _____________________________________
D. _____________________________________
E. _____________________________________
Total revenue for the school year (or month)

4.

5.

$_______________________
$_______________________
$_______________________
$_______________________
$_______________________
$_______________________

Activities, equipment, materials, services, etc., purchased:
A. _____________________________________
B. _____________________________________
C. _____________________________________
D. _____________________________________
E. _____________________________________
Total expenditures for the school year (or month)

$_______________________
$_______________________
$_______________________
$_______________________
$_______________________
$_______________________

Money in account at end of school year (or month)

$_______________________

______________________________________
Preparer’s Signature

______________________
Date

Distribution to director/designee at completion of fiscal year
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Support Organization Financial Review and Inspection
Name of Support Organization__________________________________
Date __________________
The reviewer/review committee members named below have reviewed the financial reports and
related financial activity for the time period of _______________ through _______________, in
detail. I/we agree that the financial report, related financial activity and records and
documentation are (check one):
Correct and adequate
Correct and adequate, with the exceptions listed below
Incorrect and/or incomplete
1)
2)
3)
4)
5)
6)

________________________________________________________________________
________________________________________________________________________
________________________________________________________________________
________________________________________________________________________
________________________________________________________________________
________________________________________________________________________

To prevent the above exceptions from occurring in the future, the following steps should be
taken: (list actions)
1)
2)
3)
4)
5)
6)

________________________________________________________________________
________________________________________________________________________
________________________________________________________________________
________________________________________________________________________
________________________________________________________________________
________________________________________________________________________
Overview of Financial Activity (prepared by reviewer/committee)
Balance on Hand (date of last review)

$_____________________

Receipts
(from last review to date of current review)

$_____________________

Disbursements
(from last review to date of current review)

$_____________________

Balance on Hand (date of review)

$_____________________

___________________________
Reviewer
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____________________
Date

Page 2 of 2

or
Number

Printed Name

Officer Title

Member Signature

I have read and understand the exceptions, if any, noted above.
____________________________
Treasurer
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___________________
Date

Date

Support Organization Annual Information Form
School Year Ending _________
Organization Name _____________________________________________________________
Goals and Objectives of Organization (Fill out if this is your first filing or if you have a
change)
No change from previous year.
First filing or change. Please explain.
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
Status
Nonprofit
Foundation
Chartered member of nonprofit organization or foundation
(For initial filing, or if status has changed, attach supporting documentation for status, e.g.,
annual report filed with Secretary of State.)
Officers
President _________________________________
Phone Number__________________
Address ______________________________________________________________________
Vice-President_____________________________
Phone Number__________________
Address ______________________________________________________________________
Treasurer_________________________________
Phone Number__________________
Address ______________________________________________________________________
Secretary _________________________________
Phone Number__________________
Address ______________________________________________________________________
Other ___________________________________
Phone Number__________________
Address ______________________________________________________________________
Other ___________________________________
Phone Number__________________
Address ______________________________________________________________________
Distribution to director/designee at completion of fiscal year
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FOREWORD
It was the intent of this office, when creating the following questions and answers, to
apply the School Support Organization Financial Accountability Act of 2007 (hereinafter
referred to as the “SSOFAA”) to various scenarios that may arise in the day-to-day
operations of schools and their valuable support organizations. The responses to the
questions were crafted in a way so as to adhere to the language of the statute while also
preserving the legislative intent of the Act. It is apparent from Section 3 of the Act, that
the General Assembly recognizes the importance of school support organizations and
does not wish to create any hindrance to their objectives and desires, which are to assist
and promote educational and extracurricular activities in the local school systems. The
chief concern of the General Assembly, however, appears to be the implementation of
greatly needed guidelines to ensure that all the funds raised for students and education are
used for the benefit of students and education. Alarmingly, this office investigates
numerous instances of theft and fraud every year which costs school support
organizations and schools tens of thousands of dollars. This legislation was designed to
prevent such a loss of funds and to enact safeguards to protect students, schools, and
school support organizations. Any controls mandated by the Act pale in comparison to
the overall statewide need to protect schools and school support organizations from theft
and fraud, and to ensure that funds intended to benefit children and their education are
used accordingly.
DISCLAIMER
The following questions and answers are intended to provide guidelines that individuals
and entities may choose to follow. The views expressed in the question and answer
session are not the views or policies of the Comptroller, the Secretary of State, the
Department of Revenue, the General Assembly, or the Governor. What follows are
merely suggestions on how to read the SSOFAA in order to encourage continued
cooperation and support between school support organizations and schools amidst the
changes required under the legislation. The answers provided hereinafter are not
statements of the law nor are they the opinions of the State Attorney General as to how a
court would interpret the Act, but rather reasonable parameters within which the school
support organizations and schools can operate. However, adherence to the law remains
solely the responsibility of the individual school support organization or school and the
following answers cannot be used as a defense to any civil or criminal violations that may
occur from noncompliance with the Act. Should individuals have additional questions,
they should be submitted to the Comptroller of the Treasury, Division of Municipal Audit
at the following e-mail address:
mailto:TN.Municipal.Audit@state.tn.us

The School Support Organization Financial Accountability Act of 2007
(as amended, 2008)
Some changes were made this year to the School Support Organization Financial
Accountability Act of 2007. The following is a brief discussion of those changes and
how they affect school support organizations, schools, and fundraisers.

SSOFAA Update (2008)
Key Changes in the Law
Student Activity Funds:
The definition of “Student Activity Funds” changed this year and reflects the distinction
between “school sponsored” events and “school support organization” sponsored events.
Previously, the law did not distinguish between a “school-sponsored” or “support
organization-sponsored” fundraiser. So long as the fundraiser involved a social, art,
academic, or athletic event involving students where money was made, they were
“student activity funds.” However, the 2008 Amendment changed the language so that if
the booster club or support organization sponsors the fundraiser, then the SSO is
responsible for collecting and accounting for the money, even if the fundraiser is held on
school property during the school day with students and teachers involved. Generally, it
depends on who assumes responsibility for the fundraiser and sponsors the event.
Filing a copy of your charter with the Secretary of State:
The law still requires that an SSO file a copy of its charter with the Secretary of State.
However, the 2008 Amendment waives the One Hundred Dollar filing fee with the
Secretary of State. (That does not waive any fees that are associated with the
corporation’s annual report, just the initial $100 fee for the Form SS-4418)
The 2008 Amendment also clarified who is considered an SSO and thereby required to
file as a nonprofit and who is not. The Amendment makes it more clear that a group of
people or volunteers, who assist in the raising of funds for a specific purpose under the
sponsorship of the school or a school employee, where the funds are turned over to and
accounted for by the school, are not considered to be an SSO. Such groups of people do
not have to file a charter with the Secretary of State and comply with the requirements of
this Act if that group of people or volunteers just assists the school and the school is
responsible for the fundraising and accounting of the money. But, importantly, if the
money was raised for a specific purpose, it must be spent on that specific purpose,
according to the Tennessee Internal School Uniform Accounting Policy Manual. This
allows smaller groups, who do not wish to incorporate or maintain records of their
fundraising efforts and keep bylaws, etc., to continue to raise money to support schools

and programs at those schools, while alleviating their responsibility of accounting and
safeguarding the money thereby shifting the financial responsibility to the school.
Filing as a 501(c)(3) with the IRS:
Under the SSOFAA of 2007 and as amended in 2008, a school support organization does
not have to file with the IRS as a 501(c)(3) federally tax exempt corporation.
Turning in fundraising money for an SSO fundraiser at school:
With approval from the principal and pursuant to board policy, students can turn in
money collected outside of school for a booster club/SSO fundraiser during the school
day, so long as the money is in a sealed envelope and never opened by anyone other
than the member of the SSO responsible for handling that money. The school and its
employees who take up the envelopes merely act as a “pass through” for the sealed
envelopes and the funds inside, on behalf of the SSO. There can be no accounting for the
funds at the school by school personnel or employees.
Boosters and bookstores:
A principal can grant permission to a booster club/SSO to operate a bookstore located on
school grounds as long as the booster club/SSO runs, collects and accounts for the money
and spends 100% of the profits in support of the school. The booster club/SSO is
required to comply with the Tennessee Internal School Uniform Accounting Policy
Manual (ISUAPM) when handling, collecting and accounting for the money at the
bookstore.

In a Nutshell
A school support organization must:
File a copy of their charter with the Secretary of State.
Maintain some organizational structure to the booster club (bylaws, officers,
rules for meetings and membership, etc.)
Maintain minimum procedures for accounting for and protecting the money
raised.
Get permission from the director of schools or his/her designee to conduct
fundraisers.
Keep up with records (copy of charter, list of officers and their contact
information, bylaws, accounting policy/rules, total receipts and
disbursements)
Document and maintain a detailed list of receipts and disbursements.
Annually file a statement of total revenues and disbursements with the
director of schools or his/her designee before the end of the school year.
Maintain adequate separation of duties between SSO officers and school
employees who are in charge of the related school club or athletic group the
SSO supports (Don’t let the football coach be the football booster club
bookkeeper, etc…the related official/employee from the school can not be the
SSO’s bookkeeper or sign checks for the SSO).
¾ Remember, if money is collected by a school employee acting in his or her
official capacity, such money is considered to be school money and must be
deposited into the school’s account.

QUESTIONS AND ANSWERS
Updated June 2008
FREQUENTLY ASKED QUESTIONS
School Support Organization Financial Accountability Act of 2007 (SSOFAA)

1.

Does the SSOFAA require school support organizations to have 501(c)(3)
status? What are the consequences of not having that status?
No. The SSOFAA does not require school support organizations to be recognized
as 501(c)(3) organizations. Provisions set forth in the SSOFAA do not affect IRS
requirements related to school support organizations in any way.
Although not required, filing for and receiving 501(c)(3) exemption from the
Internal Revenue Service and following all applicable guidelines provides a
school support organization federal tax-exempt status, and allows the organization
to benefit from the advantages of such status. Each individual organization is
urged to consult with the IRS (www.irs.gov) and/or a tax professional for
questions concerning federal tax requirements and/or exemptions.
The following sites may help with questions regarding 501(c)(3) exemption.
(http://www.irs.gov/charities/charitable/article/0,,id=96099,00.html)
(http://www.irs.gov/pub/irs-pdf/p557.pdf)

2.
What type of documentation is required for recognition as a nonprofit
entity?
A school support organization, under the SSOFAA, must show proof of its
“continued existence as a nonprofit entity”. It is the opinion of this office that in
order to exist in the State of Tennessee as a nonprofit entity, the organization must
incorporate as a nonprofit entity by filing a copy of its charter with the Secretary
of State, Division of Business Services. It was also the intent of the legislature
that school support organizations and booster clubs incorporate in this state as
non-profit entities. The forms and procedures necessary for incorporating as a
nonprofit entity can be found at the following web address for the Secretary of
State. (http://state.tn.us/sos/bus_svc/forms.htm#nonprofit)
It is the responsibility of the school support organization to ensure that all filing
requirements or any guidelines for incorporation required by the Secretary of
State are met.
If an organization is not incorporated as a nonprofit entity, then that organization
cannot be considered a school support organization within the Act. There are no
exceptions or exemptions within the SSOFAA that would permit an improperly

formed school support organization to operate in conjunction with a school
without filing a charter (incorporating) with the Secretary of State.1
A school support organization does not automatically become a tax-exempt
organization merely by incorporating in Tennessee as a nonprofit entity. A school
support organization must separately file with the Internal Revenue Service as a
501(c)(3) corporation and follow all necessary procedures established by the
Tennessee Department of Revenue in order to be exempted from state sales tax.
(http://www.tennessee.gov/revenue/) But filing as a 501(c)(3) with the IRS is not
required by the SSOFAA.
3.

Does the SSOFAA require school support organizations to obtain a federal
employer identification number (EIN) or state sales tax exemption?
No. The SSOFAA does not require school support organizations to obtain an EIN
or sales tax exemption. However, the Act prohibits school support organizations
and other nongovernmental groups from maintaining a bank account bearing the
EIN of a school or of other school-related governmental entities, and from using a
school’s sales tax exemption.
Banking institutions generally require a tax identification number, either an EIN
or social security number, in order to open a bank account. Using an individual’s
social security number for identification of a school support organization account
creates potential tax and credit issues for the holder. Therefore, this office
strongly encourages each school support organization to obtain a federal EIN for
use in opening bank accounts. The application form for obtaining an EIN can be
accessed at the (www.irs.gov) homepage under “Most Requested Forms and
Publications” by clicking on Form SS-4. (NOTE: Organizations are not required
to have federal 501(c)(3) exemption status to obtain an EIN.)
In order to be exempted from state sales tax, a school support organization must
separately apply with the Tennessee Department of Revenue and be accepted by
the IRS as a 501(c)(3) corporation.

4.

Does the SSOFAA require, in any form, school support organizations to turn
over the funds in their accounts, for any reason, to a school for which they
raise the money?
No. There are no provisions in the Act requiring the school support organizations
to turn their money over to a school for accounting or any other purposes.
However, the Act does state that school support organization funds deposited into
a bank account bearing the EIN of a school are deemed to be donations from the
organization to the school.
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The exemptions in Title 48, Tennessee Code Annotated, addressing charitable solicitations and the filing
requirements with the Secretary of State, do not apply to the School Support Organization Financial
Accountability Act.

5.

Can a school be responsible for accounting for the funds of a school support
organization by mutual agreement as provided for in the Internal School
Uniform Accounting Policy Manual, Section 1, pages 4 – 5?
No. Tennessee Code Annotated 49-2-604(g), expressly prohibits a school
representative (i.e., a school board member, director of schools, principal, or any
individual who is primarily responsible for accounting for school system funds or
the funds of an individual school) from acting as a treasurer or bookkeeper for a
school support organization.
Any funds turned over to the school by a school support organization would be
considered internal school funds and would belong to the school and be handled
by school personnel. However, part 607, section (b) of the Act specifically
requires that
Any donation made by a school support organization to a board
of education or school shall be disbursed only in accordance
with written conditions that the school support organization
may place upon the disbursement of the funds and shall be in
accordance with the goals and objectives of the school support
organization.… School support organization funds that are
donated to an individual school shall not be considered as
student activity funds. These funds shall be considered instead
as internal school funds from the point of their donation to the
respective school.…
Keep in mind that, even if a school support organization does not maintain a
separate bank account and, instead, turns over all proceeds from every event
directly to the school, the organization would still fall under the purview of the
SSOFAA if the organization is soliciting, raising, or collecting money, materials,
property, or securities to support a school district, school, school club, or any
academic, arts, athletic, or social activity or event related to a school while using
the school district or individual school’s name, mascot, property or logo.
Assuming proper local board policy is in place, nothing in the Act would prohibit
a group or organization from assisting with school-sponsored fundraisers or
events, or from soliciting donations to be given directly to the school by the
donor.
Moreover, the SSOFAA (as amended in 2008) expressly allows community
volunteers/parents to assist and collaborate with a school or a school employee
supervising a fundraising activity which raises money for a specific school club,
art, academic or athletic event or purpose and the TISUAPM requires the funds
raised for a specific purpose to be spent accordingly.

6.

Does the SSOFAA require school support organizations to have an audit?
No. The SSOFAA does not require school support organizations to have an audit.
However, federal, state, grant, local board of education, or other regulations may
require some type of audit. The Act requires school support organizations to
provide, at a minimum, a statement of total revenue and disbursements to the
director of schools or his/her designee before the end of the school year.
Please note that although the SSOFAA does not require school support
organizations to have an audit, the Act provides that the Office of the Comptroller
of the Treasury has the authority to perform audits of such organizations at the
Comptroller’s discretion. In addition, the Act authorizes the Comptroller of the
Treasury to “adopt a model financial policy for school support organizations.”
The adopted model policy suggests that school support organizations conduct a
“financial review.”

7.

What is the implementation process and time frame for this law?
The SSOFAA requires that the local school boards adopt a policy concerning
local school support organizations and publish a list of recognized organizations
by July 1, 2008. However, all other provisions of the law were applicable as of
July 1, 2007, such as the provision which requires the SSO/booster club to
maintain a separate bank account from that of the school.
Note regarding student involvement in school support
organization fundraisers:
Many questions have been raised regarding fundraising
and other activities that involve participation by
students and/or school personnel. According to the
SSOFAA, all money received from any source for
“school-sponsored” student activities or “schoolsponsored” events held at or in connection with a school
including any money derived from a “schoolsponsored” academic, art, athletic, or social event
involving students, would be considered student activity
funds. Therefore, this money must be accounted for
within the school accounting records and deposited into
a school bank account.
Since any money raised from a “school-sponsored”
event belongs to the school as student activity funds,
then any money raised from a “school support
organization sponsored” event belongs to the SSO.

Few questions are raised related to money received
from academic, art, or athletic events. However, many
questions relate to money received for social events held
at or in connection with a school, including school
dances, proms, banquets, etc., that are sponsored by
school support organizations. As noted above, the
SSOFAA (as amended, 2008) makes it clear that all
money received from any source for “school-sponsored”
student activities held at or in connection with a school
including “school-sponsored” social events such as
student dances, etc., are considered student activity
funds. However, the Act neither inhibits nor impairs in
any way, the ability of school support organizations to
sponsor their own social event and retain the funds in
the name of the SSO as school support organization
funds.
Many questions have also been raised regarding money
received from fundraisers in which students, school
personnel, and/or school property are involved. As
stated above, funds raised at “school-sponsored” events
or activities held during the school day at which school
personnel, students, and school property are involved,
are student activity funds. Moreover, if a school
employee supervises a “school-sponsored” fundraising
event at which students are involved, those funds are
student activity funds. However, funds raised at “school
support organization sponsored” events, regardless of
whether or not they are held on school property during
the day, belong to the SSO.
Please note that the Internal School Uniform Accounting
Policy Manual requires internal school funds to be used
for the purposes for which they were received.
Therefore, if school personnel and community
volunteers collaborate together on a project or event
designed to raise money for a particular purpose, then a
school official is prohibited from using that money for
other purposes.

The following questions address specific examples of fundraisers involving students
and/or school personnel. The answers presume that the school support organization
involved has been certified by the local board of education and has received required
approval for the fundraising activity.
8.

Can a school support organization use school facilities to conduct a
fundraiser? If so, can such a fundraiser be held during the school day as
defined by the Act?
The answer depends on local school board policy. The SSOFAA states that a
group or organization may not use school facilities for raising money, materials,
property, or securities until the local board of education has adopted a policy,
including required minimum provisions set forth in the Act, concerning
cooperative agreements, school support organizations, and the use of school
facilities for fundraising purposes. (Emphasis added.) Therefore, local school
board officials must decide whether the use of school facilities for fundraising
purposes by school support organizations or other outside groups or organizations
will be allowed, then adopt appropriate policy.

9.

Would a school support organization be allowed to retain collections from a
school dance held for students at the school (for instance, the Homecoming
Dance), if the organization was responsible for set-up, collections, clean-up,
etc.?
Yes. As long as the SSO “sponsors” the event and is solely responsible for the
event, collecting and accounting for the money, safeguarding the funds and
depositing the funds into the SSO account in a timely manner (for example,
within 3 business days).

10.

Can a kick-off assembly be held at the school during the school day to
promote the start of a school support organization resale fundraiser, such as
a candy sale in which students will be participating?
Yes. As long as the SSO “sponsors” the event and is solely responsible for every
aspect of the event.

11.

Could the soccer coach participate in a car wash fundraiser sponsored by the
soccer booster club to benefit the soccer team?
Yes. If the car wash fundraiser is “sponsored” by the SSO, the soccer coach
could participate in washing cars. However, the soccer coach could not be
responsible for supervising the event for the SSO, including any related financial
activities.

According to the SSOFAA, the soccer coach would be considered a “school
representative” in relation to the soccer team and its booster club. The SSOFAA
prohibits a school representative from acting as treasurer or bookkeeper of a
school support organization, or from being a signatory on checks. The Act does
not prohibit a school representative from taking part in a related school support
organization fundraiser, so long as the school representative is not responsible for
collecting, counting, or depositing the funds raised.

12.

Could the band director (a school employee) sell fruit or other items in a
fundraiser sponsored by the band booster organization and turn his/her
related collections over to the band booster treasurer for that event?
Yes. The band director could personally sell fruit or other items in a fundraiser
sponsored by the band booster club.
According to the SSOFAA, the band director would be considered a “school
representative” in relation to the band booster club, and therefore, could not act as
bookkeeper or treasurer, or be a signatory on the bank account. The Act does not
prohibit the band director from individual participation in a resale fundraiser
conducted by a school support organization as long as the director is not
responsible for supervising the event, including the financial activities.

13.

Can a school support organization sell t-shirts to students at school and keep
the money?
Yes. If school support organization personnel are responsible for all aspects of the
fundraiser, then money received from sales of the t-shirts, including shirts sold to
students, would generally be considered school support organization money.
If the t-shirts are sold in a bookstore located at the school that is run/operated by
the SSO/booster club, money received from the sales would be considered
SSO/booster club funds as long as the principal grants the SSO/booster club
permission to operate the bookstore. The SSOFAA (as amended in 2008) allows
the local board and principal to enter into an agreement with an SSO to run a
bookstore located on school property as long as 100% of the profits are used for
support of the school and the SSO complies with the Internal School Uniform
Accounting Policy Manual when operating the bookstore.
If the bookstore is not operated and run by the school support organization, then a
t-shirt sale by the booster club cannot be done from the school bookstore and
appropriate measures must be taken to maintain adequate separation between the
school and its involvement with the t-shirt sales and the school support
organization’s involvement as the “sponsor” of the fundraiser.

14.

Can a school support organization hold a steak dinner or auction on school
grounds at night with students selling tickets, and school support personnel
and students working at the event and the proceeds be considered school
support organization funds?
Yes. Assuming authorizing local school board policy exists, if school support
organization personnel are responsible for supervising the planning and operation
of the event, including related financial activities, then proceeds from such an
event would generally be considered school support organization funds.

15.

Can a walk-a-thon, fun run, or other like event be held during the school day
on school property and proceeds from pledges obtained by students/school
employees participating in the event be retained by a school support
organization?
Yes. As long as the local board allows such a fundraising activity, an SSO can
“sponsor” such an event and the proceeds of that fundraiser will belong to the
SSO/booster club.

Contact Information

Comptroller of the Treasury
Division of Municipal Audit
Bank of America Plaza, Suite 1100
414 Union Street
Nashville, TN 37219
Phone: 615-532-4460
http://comptroller.state.tn.us/cpdivma.htm
Fraud Waste and Abuse Hotline
1-800-232-5454
Tennessee Secretary of State
Information related to obtaining nonprofit status from the State of Tennessee
Business Services
312 8th Avenue North
6th Floor, Snodgrass Tower
Nashville, TN 37243
Phone: (615) 741-2286
http://www.tennessee.gov/sos/bus_svc/forms.htm#nonprofit
Tennessee Department of Revenue
Information related to obtaining state sales and use tax exemption
Statewide toll-free: (800) 342-1003
Nashville and out-of-state: (615) 253-0600
http://www.state.tn.us/revenue/
Internal Revenue Service
Application for Employer Identification Number
Information related to obtaining 501 (federal) tax exempt status
http://www.irs.gov/charities/charitable/article/0,,id=96099,00.html
http://www.irs.gov/pub/irs-pdf/p557.pdf

School Support Organization Financial Accountability Act
(Tennessee Code Annotated, Title 49, Chapter 2, Part 6)

49-2-601. Short title.
49-2-602. Legislative intent.
49-2-603. Part definitions.
49-2-604. Adoption of policy concerning fundraising.
49-2-605. Posting or publication of recognized school support organizations Public inspection of
forms, reports or financial statements.
49-2-606. Collection of money.
49-2-607. Disbursement of donations.
49-2-608. Prohibited actions.
49-2-609. Audit.
49-2-610. Development of model financial policy.
49-2-611. Initial registration and renewal fees.
49-2-612. Charitable school foundation.
49-2-601. Short title.
This part shall be known and may be cited as the School Support Organization Financial
Accountability Act.
Acts 2007, ch. 326, 2.
Attorney General Opinions. The School Support Organization Financial Accountability Act does not
create liability on the part of school boards or their members, where school support organizations
experience misappropriation of funds, OAG 08-174 (11/18/08).

49-2-602. Legislative intent.
The general assembly recognizes the importance of school support organizations in providing
financial support to help carry out academic, arts, athletic, and social programs to further
educational opportunities for the children of this state. The general assembly also recognizes
concerns that parents and other persons who support these organizations have in ensuring that
money raised by these organizations is safeguarded by them and used to further the activities for
which the money is raised. It is, therefore, the intent of the general assembly to ensure the
continued support of academic, arts, athletic and social programs, which help to educate the
children of this state, while also ensuring fiscal accountability of school support organizations.
1

Acts 2007, ch. 326, 3.
49-2-603. Part definitions.
As used in this part, unless the context otherwise requires:
(1) Donation means any gift or contribution of money, materials, property or securities
from any nongovernmental source received by a school official or employee for the benefit of a
school district, school, school club, or academic, arts, athletic or social activity related to a
school;
(2) Internal school funds mean any and all money received and accounted for at individual
schools, and specifically include, but are not limited to:
(A) Any donation or grant made to the school, a school club, or any academic, arts,
athletic or social activity related to a school;
(B) Funds for cafeteria services operated at the school;
(C) Fees collected by the school;
(D) Funds transferred to the local school from the school board that are to be accounted
for at the local school level;
(E) Funds raised through cooperative agreements with outside organizations;
(F) Rental fees charged outside entities for use of school facilities; and
(G) Student activity funds;
(3) (A) School representative means:
(i) When a school support organization's primary purpose is to support a school
system or an individual school:
(a) A school board member;
(b) The director of schools;
(c) A principal; and
(d) Any individual who is primarily responsible for accounting for school system
funds or the funds of an individual school; and
(ii) When a school support organization's primary purpose is to support a local school
club or academic, arts, athletic, or social activity related to a school:
(a) A school board member;
(b) The director of schools;
(c) A principal;
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(d) Any individual who is primarily responsible for accounting for school system
funds or the funds of an individual school; and
(e) Any individual who works for the school system and who as part of the
individual's employment by the school system is charged with directing or assisting in directing
the related school club or activity;
(B) School representative shall specifically include, but shall not be limited to, coaches,
assistant coaches, band directors, or any other school sponsor of a related club or activity;
(4) (A) School support organization means a booster club, foundation, parent teacher
association, parent teacher organization, parent teacher support association, or any other
nongovernmental organization or group of persons whose primary purpose is to support a school
district, school, school club, or academic, arts, athletic or social activities related to a school, that
collects or receives money, materials, property or securities from students, parents or members of
the general public;
(B) For the purposes of this part, a group of persons who merely request that students,
parents, or members of the general public make donations to a school district, school, school
club, or academic, arts, athletic or social activity related to a school or assist in the raising of
funds for a specified purpose under the sponsorship of a school employee where the funds are
turned over to the school to be used for the specific purpose for which the funds were raised,
shall not be considered a school support organization;
(5) School support organization funds include all money, materials, property or securities
raised by a school support organization or any organization that represents itself to students,
parents or members of the general public to be a school support organization; and
(6) Student activity funds include all money received from any source for schoolsponsored student activities or school-sponsored events held at or in connection with a school,
and specifically include, but are not limited to, any money:
(A) Derived from a school-sponsored academic, art, athletic or social event involving
students;
(B) Raised by school-sponsored clubs involving students;
(C) Raised by school-sponsored fundraisers involving students who are under the
supervision of a school employee;
(D) Received from a commission for the direct sale of items to students pursuant to a
cooperative agreement between the school and an outside organization;
(E) Received for the direct sale of items to students from a school-run bookstore located
on school grounds;
(F) Raised from fees charged students;
(G) Obtained from interest from any account that contains student activity funds; or
(H) (i) Obtained from any related school-sponsored activity that involves the use of
school personnel, students, and property during the school day;
3

(ii) For the purpose of subdivision (6)(H)(i), school day means the regular hours of
operation of the school during which classes are conducted.
Acts 2007, ch. 326, 4; 2008, ch. 1156, 1-3.
49-2-604. Adoption of policy concerning fundraising.
(a) A group or organization may not use a school district's or school's name, mascot or logos,
property or facilities for the raising of money, materials, property or securities until a policy has
been adopted by the local board of education concerning cooperative agreements, school support
organizations and the use of school facilities for fundraising purposes.
(b) The policy that a school board adopts pursuant to subsection (a) shall, at a minimum,
include, in substance, the following provisions:
(1) (A) Prior to soliciting, raising or collecting money, materials, property or securities to
support a school district, school, school club or any academic, arts, athletic or social activity or
event related to a school, a school support organization shall submit to the director of schools or
the director's designee a form that, at a minimum, documents the following:
(i) The organization's status as a nonprofit organization, foundation or a chartered
member of a nonprofit organization or foundation; provided, however, that nothing in this
section shall require that the organization be a 501(c)(3) organization under the Internal Revenue
Code, codified in 26 U.S.C. 501(c)(3);
(ii) The goals and objectives of the organization; and
(iii) The telephone number, address and position of each officer of the organization;
(B) Thereafter, a school support organization shall annually, at a time designated before
the beginning of the school year, submit a form to the director of schools or the director's
designee verifying its continued existence as a nonprofit organization and documenting, at a
minimum, the goals and objectives of the organization, and the current telephone number,
address and position of each officer of the organization. The organization shall file a statement of
total revenues and disbursements before the end of the school year; and
(2) The approval of the director of schools or the director's designee shall be required
before a school support organization undertakes any fundraising activity to assure that
scheduling of fundraisers does not conflict with the school district's or school's fundraising
efforts and that the fundraising process is consistent with the goals and mission of the school or
school district. The approval shall not make the fundraising activity a school-sponsored activity.
(c) A school support organization shall maintain, at a minimum, detailed statements of
receipts and disbursements, minutes of any meetings, a copy of its charter, bylaws and
documentation of its recognition as a nonprofit organization. The statements and records shall be
maintained for a period of at least four (4) years and be available upon request by any member of
the organization, principal, director of schools or the director's designee or the office of the
comptroller of the treasury.
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(d) A school support organization shall operate within the applicable standards and
guidelines set by a related state association, if applicable, and shall not promote, encourage or
acquiesce in any violation of student or team eligibility requirements, conduct codes or
sportsmanship standards.
(e) A school support organization's officers shall ensure that school support organization
funds are safeguarded and are spent only for purposes related to the goals and objectives of the
organization. The organization shall adopt and maintain a written policy that specifies reasonable
procedures for accounting, controlling and safeguarding any money, materials, property or
securities collected or disbursed by it.
(f) A school support organization shall provide, upon request, to officials of the local school
board, local school principal or auditors of the office of the comptroller of the treasury access to
all books, records and bank account information for the organization.
(g) A school representative may not act as a treasurer or bookkeeper for a school support
organization. A school representative may not be a signatory on the checks of a school support
organization. A majority of the voting members of any school support organization board should
not be composed of school representatives.
(h) A local board of education may adopt a policy that is more restrictive than the
requirements of subsection (b).
(i) The local board of education, director of schools, local school principal or any other
school official shall not incur any liability for the failure of a school support organization to
safeguard school support organization funds.
Acts 2007, ch. 326, 5; 2008, ch. 1156, 4.
Section to Section References. This section is referred to in 49-2-605, 49-2-606.

49-2-605. Posting or publication of recognized school support organizations Public
inspection of forms, reports or financial statements.
(a) The director of schools or the director's designee shall annually post or publish a list of
organizations that have complied with 49-2-604(b). This posting or publication may be made by
written or electronic means. The school board shall determine the appropriate method of posting
or publishing this information.
(b) Any local board of education is authorized to develop a process to certify that an
organization has been recognized as a school support organization; however, a local board of
education shall not incur any liability for the recognition.
(c) Any forms, annual reports, or financial statements required to be submitted according to
the policy adopted by the board pursuant to 49-2-604(b) to the director of schools or the local
school principal shall be open to public inspection.
Acts 2007, ch. 326, 6; 2008, ch. 1156, 5.
49-2-606. Collection of money.
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(a) Any individual who collects or receives any student activity or other internal school funds
shall turn over to the properly designated school official or employee all student activity or other
internal school funds. The funds shall be considered student activity or other internal school
funds for the purpose of 49-2-110. That a member of a school support organization or a person
claiming to be a member of a school support organization collected the money is immaterial to
the determination as to its status as student activity or other internal school funds.
(b) A local board of education may grant the principal of a school the authority to enter into
an agreement with a school support organization to operate and collect money for a concession
stand or parking at a related school academic, arts, athletic, or social event on school property
where any money it collects or any portion designated by the agreement shall be considered as
school support group funds and not as student activity funds; provided, that:
(1) The board has adopted a policy concerning school support organizations pursuant to
49-2-604(b); and
(2) The school support organization provides the school with the relevant collection
documentation that would have been required pursuant to the provisions of the manual produced
under 49-2-110 for student activity funds.
(c) Nothing in this section diminishes the authority of a local board of education to enter into
an agreement with a civic organization for the operation of concessions or parking at school
sponsored events. The civic organization shall not be subject to this part.
(d) A local board of education may grant the principal of a school the authority to enter into
an agreement with a school support organization to operate a bookstore located on school
grounds that makes direct sales of items to students where any money the school support
organization collects or any portion designated by the agreement shall be considered as school
support group funds and not as student activity funds; provided, that:
(1) The board has adopted a policy concerning school support organizations pursuant to
49-2-604(b);
(2) One hundred percent (100%) of the profits of the operation of the bookstore are used
for support of the school; and
(3) The school support organization provides the school with the relevant collection
documentation that would have been required pursuant to the provisions of the manual produced
under 49-2-110 for student activity funds.
(e) A principal may allow funds raised by fundraisers conducted by a school support
organization outside the school day and involving students to be collected during the school day
by the school support organization. The funds shall be school support organization funds;
provided, that school employees are not involved in the accounting of the funds and the funds are
turned in using sealed envelopes.
Acts 2007, ch. 326, 7; 2008, ch. 1156, 6.
49-2-607. Disbursement of donations.
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(a) Donations to a board of education shall be received and disbursed in accordance with 496-2006.
(b) In addition to any requirements established by 49-6-2006(a), the following specific
conditions shall apply:
(1) Any donation made by a school support organization to a board of education or school
shall be disbursed only in accordance with any written conditions that the school support
organization may place upon the disbursement of the funds and shall be in accordance with the
goals and objectives of the school support organization;
(2) School support organization funds that are donated to an individual school shall not be
considered as student activity funds. These funds shall be considered instead as internal school
funds from the point of their donation to the respective school; and
(3) Any disbursements of donated funds by a school official or employee shall be made in
accordance with any relevant federal, state, or local government laws, including any relevant
purchasing laws or requirements of the accounting policy manual produced according to 49-2110(e).
Acts 2007, ch. 326, 8.
49-2-608. Prohibited actions.
A nongovernmental group or organization, including all school support organizations, may
not:
(1) Use the school's or school district's sales tax exemption to purchase items;
(2) Represent or imply that its activities, contracts, purchases, or financial commitments
are made on behalf of or binding upon any school or school district;
(3) Use school support organization funds for a purpose other than purposes related to the
goals and objectives of the school support organization that relate to supporting a school district,
school, school club or school academic, arts, athletic or social activity; or
(4) Maintain or operate a bank account that bears the employer identification number of a
school board, school, or any other school related governmental entity. From July 1, 2007, any
funds deposited into the bank account shall be presumed to be a donation to the entity whose
employer identification number is used and shall be treated as student activity funds.
Acts 2007, ch. 326, 9.
49-2-609. Audit.
A school support organization or any group or organization that collects and raises money,
materials, property or securities while representing itself to be a school support organization shall
be subject to audit by the office of the comptroller of the treasury.
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Acts 2007, ch. 326, 10.
49-2-610. Development of model financial policy.
The office of the comptroller of the treasury is authorized to adopt a model financial policy
for school support organizations.
Acts 2007, ch. 326, 11.
49-2-611. Initial registration and renewal fees.
Notwithstanding 48-51-303(a)(1) to the contrary, a school support organization that is
required to register as a nonprofit organization, foundation or chartered member of a nonprofit
organization or foundation by a policy adopted in accordance with this part shall be exempt from
any initial registration fee by the secretary of state for the registration if the school support
organization is an educational institution as defined in 48-101-502(b). The school support
organization shall pay any renewal fee required by the secretary of state to maintain valid annual
registration as a nonprofit organization, foundation or chartered member of a nonprofit
organization or foundation.
Acts 2008, ch. 1156, 7.
49-2-612. Charitable school foundation.
(a) A public school or its administrators or supporters are authorized to form, or caused to be
formed, a charitable school foundation for the sole purpose of supporting the school by raising
and administering funds for the school and its programs. A school foundation shall be broad
based in its support of the school and shall not limit its support to a single program or activity. A
school foundation shall be a school support organization under this part.
(b) To be a school foundation under this section, the foundation shall apply for and receive
exemption from federal income taxation under 501(a) of the Internal Revenue Code, codified in
26 U.S.C. 501(a), as an organization described in 501(c)(3) of the Internal Revenue Code,
codified in 26 U.S.C. 501(c)(3).
(c) The school foundation shall be open to parents, students, faculty, staff, alumni and
members of the community who are interested in supporting the school and its programs.
(d) The bylaws of the school foundation shall require the director of schools and the principal
of the school to serve as ex officio members on the foundation's board of directors.
(e) An organization in existence on April 16, 2012, that meets the requirements of this
section, on or after April 16, 2012, shall be recognized as a school foundation.
Acts 2012, ch. 747, 1.
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