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8:45 - 9:00
9:10 - 9:20
9:20 - 9:50
9:50 - 9:55

9:55 - 10:15

10:15 - 11:00

11:00 - 11:30

11:30 - 1:00
1:00 - 1:15
1:15 - 1:30

1:30 - 2:00

2:00 - 2:15
2:15 - 2:45

Agenda

Sign-in/Snacks/Workbooks
Introduction and Agenda Jordan Henson
MCSPO Annual Meeting Jordan Henson

Community Involvement Coordinator Aleta Stender
e Parent Group Resource at Central Office

Session 1: Are You Really a Non-profit? Aleta Stender
e Differences in PTA/PTO Financial Operations and Organization
e AL/Fed Requirements for becoming a Non-profit Organization
e Parent Group Policy

Presidents Breakout Session Aleta Stender
Introductions

Conducting Meetings

Mediating Conflict, etc...

Q&A/Discussion

Treasurers Breakout Session Allison Centamore

Introduction

Budgets, Financial Statements, & Monthly Reports
Taxes

Q&A/Discussion

New Officers Breakout Session Jordan Henson
e Introduction
e Q&A/Discussion

Session 2: Financial Operations Aleta Stender

e Public/Non-Public Funds
e Insurance
e Miscellaneous Financial Info

Session 3: Fundraising Jordan Henson

Session 4: Servant Leadership Aleta Stender

Session 5: Effective Operations Aleta Stender
e Bylaws

e Job Descriptions

Session 6: Communication Aleta Stender
e MCSS Communications Plan

Session 7: Parent Involvement Jordan Henson

Open Discussion Jordan Henson
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WHY DO WE NEED RULES, REGULATIONS,
POLICIES, AND PROCEDURES ?

e YOUR GROUP'S CREDIBILITY AND REPUTATION NOT ONLY IMPACT
YOUR GROUP AND ITS OFFICERS, BUT ALSO REFLECT ON THE
INTEGRITY AND REPUTATION OF THE SCHOOL YOU SUPPORT AND
THE MADISON COUNTY SCHOOL SYSTEM.

e THE MOST OBVIOUS INDICATOR OF A GROUP'S CREDIBILITY IS
HOW IT HANDLES ITS FINANCES AND HOW TRANSPARENT IT IS IN

PROVIDING UPDATES AND REPORTS TO ITS MEMBERS AND THE
COMMUNITY.

e You MUST OPERATE YOUR GROUP LEGALLY AND MAINTAIN
CONTROL OF YOUR FINANCES! CONSEQUENCES IF YOU DON'T...

=> |L0SS OF CREDIBILITY

-> EMBARRASSMENT FOR YOUR ORGANIZATION, THE
SCHOOL, & MADISON CO. ScHOOL SYSTEM

=> DISSOLUTION

=> PROSECUTION
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SESSION 1:

Are You Really a Non-Profit Organization?

BIG QUESTION? Has your group applied for and received authorization to
operate as a non-profit organization?

There are differences between PTAs and PTOs that determine how you receive your
non-profit status.

PTAs are members of both state and national organizations and as such receive
non-profit status through these organizations. They must still do the following in order to
maintain that status:

Adopt bylaws with required provisions of state and national organization.
Receive Federal EIN (Employer Identification Number) from state PTA.
Provide bylaws and a list of officers to school bookkeeper annually.

Remain in good standing with national and state organizations.

Pay membership dues to national and state organizations annually.
Complete IRS Form 990-N or other appropriate tax form on time annually.
Complete a GASB form for your school bookkeeper annually.

Maintain accurate financial records using accepted accounting practices.
Have documents available for inspection as required by law.

Complete an audit of financial records annually.

Open a checking account in your organization’s name using its EIN number.

PTOs are independent organizations with no state or national affiliations. PTOs may
operate in the Madison County School System in two ways: The organization may
operate as a support organization and deposit its funds into a NON-PUBLIC PTO account
-OR- it may operate independently use a local bank for depositing funds. PTOs that
operate outside of the school may also have an account at the school. This is a good
way to meet the state guidelines on fundraising during school hours and also contribute
to your school.

PTOs that operate financially in the school

e Adopt bylaws and update every 3 years.

e Provide a copy of the bylaws and list of officers to school bookkeeper annually.

e Deposit funds into PTO account at your school (these funds are NOT PUBLIC
FUNDS and do not have the same limitations as public funds).

e Follow policies and procedures set by the state and Madison County BOE for
expenditure of Non-Public funds.

e Maintain accurate financial records using accepted accounting practices.
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PTOs that operate financially outside the school

Adopt bylaws and update every 3 years.

Apply and receive 501(c)(3) approval according to state and federal laws.

Apply for and receive EIN (Employer Identification Number).

Provide a copy of the bylaws and list of officers to school bookkeeper annually.
Maintain accurate financial records using accepted accounting practices.
Complete an annual audit of financial records.

Have documents available for inspection as required by law.

Complete a GASB form for school bookkeeper annually(school’s fiscal yr).
Complete IRS Form 990-N or other appropriate tax form annually.

Open a checking account in your organization’s name using its EIN number.

STATE OF ALABAMA Requirements for a 501(c)(3):

To create a 501(c)(3) tax-exempt organization, you must form a nonprofit corporation,
then apply for tax-exempt status from the IRS. An attorney can help with the required
paperwork and filings.

1.

Under Alabama law you must first form a nonprofit corporation (Alabama Code,
Title 10A, Chapter 3).
Choose your initial officers(called directors) for the organization.
Choose a name and file a name reservation form with the Alabama Secretary of
State(form is online-fee required). You will receive a “name reservation certificate”
from the Secretary of State which you must include when filing to create a
nonprofit.
Once you have reserved the name for your corporation and received your name
reservation certificate, then you must complete a Certificate of Formation(form is
online) for the nonprofit. Specific Information needed for this application
includes:

a. Statement regarding membership
Type of entity
Purpose of entity
Duration- usually perpetually
Street and mailing address of the initial registered office of entity and the
name of the registered agent for the entity

f. Name and address of each organizer for entity(Board)

g. Any provisions, in addition to provisions required by law, that you want to

include

h. Number of directors of initial Board of Directors, names and addresses
Adopt bylaws for your corporation- must comply with Alabama law, contain rules
and procedures for meetings, electing officers and directors, and taking care of
other corporate formalities required in Alabama. These bylaws do not have to be
filed with the state, but must be part of internal operations.
Hold a meeting of the board of directors(officers) to organize corporation:

a. Approve bylaws

LIS
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https://drive.google.com/open?id=1uydQJw3r0Wa-WceWB838BJtvdzZ_8sg14Ze2rqWcVoQ

7.

Appoint officers
Set fiscal year
Approve initial transactions of the corporation
Create official minutes of this meeting
f. Create official binder with Corporate Records
Once you have been approved by the IRS for tax-exempt status, your group is
automatically eligible for exemption from Alabama’s income tax. The organization
does NOT have automatic exemption from sales tax, which must be applied for.

LIS

FEDERAL Exemption Requirements for a 501(c)(3):

According to the IRS, to be tax-exempt under section 501(c)(3) of the Internal Revenue
Code, an organization:

Must be organized as a nonprofit (according to your state law/requirements)
Operate exclusively for exempt purposes as set forth in the Internal Revenue Code
Must not pay earnings to any private shareholder or individual

May not be a politically active organization or attempt to influence legislation as a
substantial part of its activities

May not participate in any campaign activity for or against political candidates

BEFORE applying to IRS for Tax-Exempt Status:

1.

4,

Complete the STATE OF ALABAMA requirements for incorporation and creating a
non-profit. Information at this link:
http://www.nolo.com/legal-encyclopedia/forming-nonprofit-corporation-alabama-3
6041.html
Apply for an Employer Identification Number(EIN) by completing Form SS-4 online
or by phone. You will receive via mail an official letter with instructions with your
EIN. Your organization MUST be legally formed BEFORE applying for an EIN.
(NOTE: Nearly ALL organizations are subject to automatic revocation of their
tax-exempt status if they fail to file a required return or notice for 3 consecutive
years. Your clock starts running the day you apply for an EIN).
Complete and file IRS Form 1023(1023 EZ if applicable): Application for
Recognition of Exemption Under Section 501(c)(3) of the Internal Revenue Code.
a. NOTE: There is a substantial fee for this application, ranging from
$400-850.
b. NOTE: Each application for tax exemption must be accompanied by an
exact copy of the organizing documents:

e Articles of Incorporation

e Bylaws

e Minutes of Organizational Meeting
Receive from IRS a date stamped letter of Tax-Exempt Authorization.

PTAs and PTOs must maintain official organization documents in a safe and secure
location. If you do not know where your documents are, start looking!
In a binder that will be easy to keep up with, you should have the following documents:
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http://www.nolo.com/legal-encyclopedia/forming-nonprofit-corporation-alabama-36041.html

Stamped Articles of Incorporation with official Probate Judge filing stamp
Adopted Bylaws

Minutes of Organizational Meeting

EIN Application and Approval Letter,

1023 Application and all attachments

Tax-Exempt Authorization Letter from the IRS

Documentation of authorization from the State of Alabama
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SESSION 2:
Financial Operations

BIG QUESTION? How do we operate a professional and credible
organization?

Operating Options:

**PTA:

e Because a PTA is a private association, PTA funds should only be deposited into
a PTA account. Funds should not be deposited into a personal account, a school
account, or any other organization or group account. **SEE NOTE BELOW**

PTA EIN should be used to open the organization’s checking accounts.
All money deposited into a PTA account will be considered PTA funds by the IRS
and must be reported as such.

e Financial records must be available to school’s auditors, authorized school
employees, and to the public upon request.

You must provide proof of fidelity bond to your organization’s treasurer.
Ensure that no payment or benefit to a school employee or a family member of a
school employee is made by the organization in violation of the federal
regulations.

e Must file taxes annually.

**NOTE- Sometimes fundraising during school hours presents a problem for PTAs
because of the state requirement that funds raised during school hours must be
deposited into a school account. PTA groups that have fundraisers during school hours
(book fairs, concessions, school store) will have to consider those funds a ‘donation’ to
their school since those funds are required by the state to be deposited into an account
at school. Those funds may NOT be deposited into external accounts.

*NOTE THIS EXCEPTION: You can have ‘drop boxes’ for fundraisers like cookie dough,
t-shirt orders, membership, candy sales, and similar fundraisers where the teachers don’t
actually handle the money and therefore don’t have to receipt it. Fundraisers like book
fairs, fun runs, and concessions sold during school hours would be receipted by the
bookkeeper into an account at the school.
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PTO:
Operate within the School:

e Operate as a “booster club” within the school, having a PTO account at the school
and operating under the school’s non-profit umbrella.

e Purchases are made via purchase orders, deposits via receipts. The school
maintains all transactions in its record-keeping. HOWEVER, the PTO should
maintain its own copy of financial records, including a budget and balance sheet.
This is a good ‘checks and balances’ procedure because mistakes sometimes
happen.

No need to file annual taxes, as financial information is reported by the school.
Schools which utilize “MySchoolFees” can set up PTO accounts so that payment
for membership, purchases, etc. can be made online (for a fee) and deposited
directly into the group’s account.

Operate outside the school:

e Must obtain an EIN to set up a bank account. NEVER use a social security number
to open a PTO account.

e In order to operate as a non-profit organization, you will need to incorporate your
organization and apply to the IRS for 501(c)(3) status.

e Make financial records available to school’s auditors, authorized schools
employees, and to the public upon request.
Provide proof of fidelity bond to treasurer.
Ensure that no payment or benefit to a school employee or a family member of a
school employee is made by the organization in violation of the federal
regulations.

e Must file taxes annually.

IRS Restrictions on 501(c)(3) Organizations
e It is important not to jeopardize tax exempt status!

o Purpose of organization must be charitable, no officer may benefit from the
organization’s funds or resources, you may not support candidates for
elected office, you can only participate in an insubstantial amount of
lobbying activity, AND YOU MUST FILE TAX FORM ANNUALLY AND ON
TIME!

TAXES
Tax Forms

e Form 990: “The Long Form” for organizations with Gross Receipts $200,000 or
more. In 2010 this amount changed from $500,000 or more.
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https://www.irs.gov/uac/about-form-990

e Form 990-EZ: A two-page return for organizations with Gross Receipts of less
than $200,000. (In 2010 this amount changed from less than $500,000.)

e Form 990-N: An eight question, electronic return for organizations with Gross
Receipts less than $50,000.

General Tax Information

e GROSS vs NET: Gross receipts are the total amount collected. Net receipts are
the total after deducting expenses. SO, you use the total amount collected for the
year when reporting to the IRS.

e Deadline for filing is determined by your organization’s fiscal year.
e Returns must be filed annually and on time.

e Organizations that file 990-EZ, 990, or 990-N are required to file by the “15th day of
the 5th month after fiscal year end” (For example: If your fiscal year ends on May
31, then you must file by Oct 15th).

e You may receive up to two 90 day extensions but you must complete the form
requesting an extension.

e There are NO extensions for organizations that file 990-N.

e If an organization whose gross receipts are less than $1,000,000 for its tax year
files its Form 990 after the due date (including any extensions), and the
organization doesn't provide reasonable cause for filing late, the Internal Revenue
Service will impose a penalty of $20 per day for each day the return is late. The
maximum penalty is $10,000 or 5 percent of the organization's gross receipts,
whichever is less. The penalty increases to $100 per day, up to a maximum of
$50,000, for an organization whose gross receipts exceed $1,000,000.

e Failure to timely file an information return, absent reasonable cause, can give rise
to a penalty under section 6652 of the Code. Whether an organization qualifies for
the reasonable cause exception to the penalty will be determined on a
case-by-case basis taking into account all relevant facts and circumstances.

e The regulations provide that a request for abatement of penalties based on
reasonable cause must be made in the form of a written statement, containing a
declaration by the appropriate person that the statement is made under penalty of
perjury, setting forth all the facts alleged as reasonable cause. This statement
should be made as an attachment to the Form 990.
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e When requesting abatement of penalties for reasonable cause, your statement
should include supporting documentation and address the following items: The
reason the penalty was charged. The daily delinquency penalty may be charged
for either a late filed return, an incomplete return, or both. Explain what prevented
the organization from complying with the law, including: what prevented the
organization from requesting an extension of time to file its return, if the
organization did not request such an extension; how the organization was not
neglectful or careless, but exercised ordinary business care and prudence; and
what steps have been taken to prevent the same situation from occurring in the
future.

e An organization that fails to file the required information return (Form 990, Form
990-EZ, or Form 990-PF) or e-Postcard (Form 990-N) for three consecutive tax
years will automatically lose its tax-exempt status.

e The revocation of an organization’s tax-exempt status does not take place until
the filing due date of the third year. For example: If your tax year ends May 31,
2017 and you did not file taxes on Oct 15th 2017, or previous years on Oct 15th
2016 or Oct 15th 2015, your status will be revoked on Oct 15th, 2017.

e Revoked status may be reinstated, but your organization must apply (or reapply)
and pay the appropriate user fee (to have your tax-exempt status reinstated if it
was revoked because you failed to file for three consecutive years. An exemption
application is required even if your organization was not originally required to file
an application.

¢ Reinstatement of exempt status, if the application is approved, will generally be
effective the date the application was filed, although reinstatement may be
retroactive to the date of revocation if the organization shows that it had
reasonable cause for not filing for three consecutive years.

e To reapply for tax-exempt status, use Form 1023, Application for Recognition of
Exemption (if you are a section 501(c)(3) organization). More information about
reinstating tax exempt status at this link:
https://www.irs.gov/irb/2014-3_IRB/ar08.html

e When applying or reapplying for tax exempt status using form 1023, the user fee is
$400 for organizations whose gross receipts are $10,000 or less annually over a
4-year period or $850 for organizations whose gross receipts exceed $10,000
annually over a 4-year period. An applicant must certify its gross receipts in Part
XI of form 1023.
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Form 1099/Form W9

e A tax-exempt organization must file required information returns, such as a Form
1099-MISC. An organization does not withhold income tax or social security and
Medicare taxes from, or pay social security and Medicare taxes or federal
unemployment tax on amounts it pays to an independent contractor
(non-employee)

e Generally, if the organization pays at least $600 during the year to a non-employee
for services (including parts and materials) performed in the course of the
organization’s business, it must furnish a Form 1099-MISC, Miscellaneous Income
to that person by January 31 of the following year.

e The tax-exempt organization will need the social security number or EIN of an
independent contractor to complete Form 1099-MISC. If the independent
contractor is a sole proprietor, the SSN is preferred. The organization should
always ask the independent contractor to complete Request for Taxpayer
Identification Number and Certification Form W-9, before beginning work.

e NOTE- If you are purchasing from a large corporation such as Olive Garden or
Academy Sporting goods, this does not apply! If you are purchasing from a small
business like Suzie’s T-shirts, then this would apply.

e If your PTO operates with a school account, then this is already required and
taken care of via the school bookkeeper.

ALABAMA SALES TAX EXEMPTION

e Your Federal Tax Exemption has no bearing on whether the State of Alabama will
grant a sales tax exemption certificate.

e PTA/PTO organizations can apply for Sales Tax exemption in Alabama, but this
exemption only applies to items you purchase to RESELL. Sales tax exemption does
not apply to office supplies, food you are serving at an event, or school supplies. It
would apply to food that you purchase to sell from a concession stand.

e You must reapply annually for this exemption.

® You must receive a letter and tax exemption certificate from the State of Alabama
Department of Revenue in order to be considered tax exempt.
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e You must provide a copy of the tax exemption letter from the State of Alabama to each
vendor.

e Application can be found at this link: https://revenue.alabama.gov/salestax/stexal.pdf

e Parent Organizations in Alabama are exempt from registering with the Attorney
General as fundraising groups. There is no need to register annually.

e Charitable organizations exempt from federal income taxes are automatically
exempt from corporate income taxes in Alabama.

e **PTO organizations who operate within the school will automatically be able to
purchase items exempt from sales tax by virtue of operating through the school,
which is exempt from sales tax. This includes any food items, whether for resale
or consumption.

BUDGET

Creating a Budget
e Meet with your board to determine what activities, programs, fundraisers, and
events you plan to have during the year.
e Determine your starting balance, which should be the ending balance of the
previous year. Starting balance should be confirmed by your annual audit.
e Review income and expenditures from previous year to determine what
adjustments need to be made.
e Set up your budget worksheet in Excel or Numbers, using a template from the
Appendix, creating your own, or finding a template online.
e Budget worksheets should have the following information:
o Beginning balance
o Projected fundraisers and other income
o Projected expenditures
o Projected ending balance
Budgets may be amended at anytime at a general membership meeting.

FINANCIAL REPORTING and RECORD KEEPING

Monthly Finance Report

e Set up a spreadsheet for each month of the year, starting with the first month of
your fiscal year.
o List your beginning balance
o List any income
o List any expenditures
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o List ending balance for the month

e You can have each monthly report roll over into a final year-end report if you
create a spreadsheet in Numbers, Excel, or Google Sheets.

e Create an Annual Financial Report at the end of your fiscal year.

e Your organization should publish your financial records on your website. This will
satisfy the open records requirement.

Report to...

e Your organization
o At each meeting- whether a board meeting or general membership meeting.

e Your school

o Organizations operating accounts outside of the school should provide end
of year financial reports to your bookkeeper or principal.

o Organizations operating accounts outside of school must complete a
GASB form at the school’s fiscal year end. This means that the numbers
you report will be based on the school’s fiscal year, not your
organization’s. This will require the treasurer to consult the previous
year’s finance book to give an accurate accounting of funds received. The
bookkeeper will provide the form for you and you should keep a copy of the
completed form in your yearly finance book.

e Public Reporting
o Post budgets, monthly reports and year end reports on your PTA/PTO
website.
o Keep the financial books and the secretary’s book of minutes up-to-date
and ready for inspection at any time.

Record Keeping

e What Records should be kept?
o All notes, minutes, financial records, forms, event notices, newsletters, and
correspondence should be maintained annually in binders.

e Where do we keep these Records?

o The optimum location for maintaining records would be in a secured
storage area at your school. The next best place would be a file cabinet in a
secured location at school.

o Least desirable, but probably the most likely place is in the home of an
officer.
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o Make sure all records kept together by year and passed on to the next
officers for safekeeping.

e How long do we keep the Records?

o Some records must be kept permanently and others may be disposed of in
3-7 years.

o If you have a safe and secure place to keep your records, then it’s always
nice to for new officers to be able to go through old records to glean
information.

o Follow the Record Keeping Schedule in the Appendix of this workbook.

AUDIT

e An annual audit is a review of your organization’s financial records to determine if
generally accepted accounting practices of recordkeeping and reporting are being
utilized.

e An annual audit is part of the requirement for information disclosure as set out by
the IRS for nonprofit organizations.

e Audits should not be conducted by employees of the Madison County School
System.

e Auditors should have basic accounting knowledge and be unaffiliated with the
leadership of your organization.

e Auditors should physically inspect your finance book for the following:

o Funds received forms where money has been counted and verified by at
least two people. The forms should be signed by both persons who
counted the money. Some designation for where the money came from and
to which budget line it will be applied should be on the funds received
form.

o Funds disbursed forms with receipts attached. Forms should be signed by
president and treasurer and budget line from which the funds are to be
disbursed should be noted.

Bank Statements which balance with your checking ledger
Check ledger with each check or expenditure and each deposit listed, along
with a running balance.

e An audit form should be completed noting any discrepancies in reporting, any
outstanding expenditures, suggestions for better accounting practices, beginning
and ending balances and whether these totals match what is reported by the
organization.

Audit forms should be signed, dated, and a copy kept in the financial book.
Audits should also be conducted if the treasurer resigns or is removed from
office.

INSURANCE/BONDING
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Fidelity Bonding

If your organization maintains external banking accounts, the organization should
purchase a fidelity bond for your treasurer and any other officers who have access to
organization funds.

e The amount of the bond would be determined by your board and based on your
normal operating budget.

e A fidelity bond covers losses sustained by a PTA/PTO through any fraudulent or
dishonest act or acts committed by any of the elected officers or any other
persona authorized to handle organization funds, acting alone or in conspiracy
with others.

Liability Insurance

PTA/PTOs should consider the need for liability insurance when there are projects or
activities that may result in potential hazard for members, children, or other third parties
such as vendors/visitors.
e Commercial general liability insurance provides coverage for your organization’s
legal liability arising from:
o Bodily injury
o Personal injury(false arrest, libel, slander, and other injuries)
o Advertising injury
o Property damage that results from the organization’s activities and
operations.
e Generally speaking, school district liability does not extend to PTA/PTO
organizations and their activities.

Directors and Officers Insurance

Provides protection for claims arising out of the wrongful acts of directors and officers(in
making policy and managing the affairs of the organization) that do not fall under the
definition of physical injury. Examples include
e Discrimination based on age, sex, race, national origin, disability, etc...
e Breach of contract(contract disputes with customers, vendors, suppliers, or
service providers)
Mismanagement of the organization’s funds
Wrongful Act, Error or Omission
Negligent Act, Misleading Statements

Where to Purchase Insurance for both PTA and PTO
e AIM (PTA) (PTO)
e PTO Today (ptotoday.com)
e Google search for PTA/PTO insurance will give you a list of potential companies
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