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School-Connected Organizations (SCOs) are a great
asset to our educational program and extracurricular
activities

Oversight is required by Education Code and board

policies

Small nonprofit organizations have more internal
control challenges




The Board of Education recognizes that parents may wish
to form parent organizations for the purpose of
supporting district activities and helping achieve the
District’s vision for student learning.
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The term 'SCO’ may include PTA (Parent/Teacher), PFA (Parent/Faculty), a
booster club, or any other organization that generally raises money for
classroom activities or activities at specific schools.

The Board supports such activities and SCO often assists the district financially

welcomes parental interest and with the cost of events, supplies,
participation. equipment, and general expenses.
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» SCOs are legally separate from the District.

» But connected to the district in the Education Code and
under the control of the School Board as it relates to the
use of the district’s name, facilities, staff, and students

" To keep the lines clear, SCOs must not:
= Commingle their funds with ASB funds.

= Administer or supervise district employees or ASB
organizations.

* Hire or pay district employees directly for duties connected to
their job with the district

» Charge students as a condition of participation
= Give loans to the district, ASB, clubs or programs ﬂ
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ASCO It with
A SCO shall obtain the VAT

_ the principal to
written approval of the determine school needs

Superintendent or designee and priorities. Any
prior to soliciting funds upon participation in
the representation that the [ fundraising activities by
funds will be used wholly or students and their

in part for the benefit of a parents/guardians

and/or any donation of
funds or property shall
be voluntary. (Education
Code 49011)

District school or the
students at that school.
(Education Code 51521)

SCOs' ability to
use school
facilities at K-12
districts is
regulated
by California
Education Code
sections 38130-
38139, known as
the Civic Center
Act.



Presenter Notes
Presentation Notes
These EC requires approval for soliciting funds, allows for consultation with the principal on fundraising activities and needs and give the School-Connected the ability to use school facilities pursuant to the Civic Center Act.


- California Education Code 51520, Prohibited Solicitations on School
Premises, states the following for K-12 school entities:

* During school hours, and within one hour before the time of opening
and within one hour after the time of closing of school, pupils of the
public school shall not be solicited on school premises by teachers or
others to subscribe or contribute to the funds of, to become members
of, or to work for, any organization not directly under the control of
the school authorities, unless the organization is a nonpartisan,
charitable organization organized for charitable purposes by an Act
of Congress or under the laws of the state, the purpose of the
solicitation is nonpartisan and charitable, and the solicitation has
been approved by the county board of education or by the Governing
Board of the school district in which the school is located. Nothing in
this section shall be construed as prohibiting the solicitation of pupils
of the public school on school premises by pupils of that school for
any otherwise lawful purpose.


Presenter Notes
Presentation Notes
This statute prohibits contact with pupils by outside organizations during school hours and an hour before or after school, with an exception.  If a PTO wants a student to help fundraise or work for the PTO during these hours the board would need to approve it and the PTO must be a bona-fide charity


SCO fundraising must not conflict
with California law, District Board
Policy/Administrative Regulation, or
any rules of the sponsoring school.

SCO fundraising involves activities
planned, operated, and run by the

SCO. A school faculty member may
help advise (e.g., an athletics coach)

Students may be involved in SCO
fundraising only after school and
during weekends.

WHAT ISTHE
DISTRICT'S
RELATIONSHIP
WITH SCO?



EXAMPLES:

* Annually: Submit application, officer information, governing
documents, insurance and annual fundraising plan.

» Before fundraising: Obtain approval for all fundraisers; submit
changes at least four weeks in advance.

» Before communicating publicly: Submit newsletters, flyers,
and announcements for site review and distribute through
approved communication channels when students, staff or the
site are affected.

» Before hiring or paying personnel: Obtain
Principal/HR/Business Services approval; District employees
cannot be paid directly by the organization.

e Financially: Submit annual financial statements and the
Annual Financial Review to the Principal and Business Services.

e When something goes wrong: Promptly notify the
Superintendent/designee of suspected fraud, theft,
embezzlement or significant financial irregularities.




A Resolve disagreement early, professionally and with the student’s
H E best interest at the center




- District rules control student supervision. An SCO cannot establish
its own supervision standards for activities involving students.

* Volunteer, fingerprinting, background-check and clearance
requirements apply whenever required by District procedures.

* No volunteer or contractor may be left alone with students unless
that person has been properly cleared and authorized under District
procedures.

- Approval of the SCO or approval of an event does not automatically
approve an individual to supervise students.

* The site Principal determines what District staffing or supervision is
required for the activity.

* SCO members are there to support—not direct—the District
program. Decisions concerning trips, staffing, scheduling,
coaches/advisors, participation rules and other program-management
matters remain within the authority of District personnel.



Attempting to influence the District or a school
representative in the performance of their job or program.

Making decisions of a coach or advisor to the staff or
students

Supporting political activities, including support for District
Board candidates

Using the districts or schools name as the sponsor of an
event

Ordering goods or services in the name of the district or
school.


Presenter Notes
Presentation Notes
SCOsas a group may not attempt to influence any District or school representative, principal, or other administrator or act as a lobbying group concerning matters involving duties assigned to District personnel. (e.g. trips, staffing, schedules) 
SCOsmay not be involved in the decisions of a coach or advisor, personnel issues, scheduling of contests, rules of participation, or policy making activities for any student group or extracurricular program. 
SCOsmust not directly support political activities by providing campaign donations or placing advertisements in support of a particular candidate. Doing so could jeopardize the parent organization’s/School-Connected club’s tax-exempt status. 
Announcements of events and related parent/guardian permission slips must clearly indicate that the activity or event is sponsored by the parent organization/School-Connected club, not by the school or District. 
Goods or services are not to be ordered in the name of the school or school personnel. School personnel are not to sign parent organization checks or invoices. Goods or services must be ordered in the name of the parent organization/School-Connected club. 







BECOMING A
RECOGNIZED SCO




Request

Agree

Submit Organizational
Information

Tax Exempt Status

Insurance

Submit Financials

Annually request authorization to operate by applying to the Board of Education, use the SCO Annual
Application, Manual and District Policies Acknowledgment, and the Hold Harmless Agreement

Agree to follow the School Connected Organizations Manual

Submit a copy of its current constitution and bylaws, and the names of the officers and contact information..

Provide evidence of California State and Federal 501(c)(3) tax-exempt status, as well as proof that each parent
organization or School-Connected club has its own Tax Identification Number.

Submit a Certificate of Insurance and name district as additional insured.

Submit an annual, a mid-year financial statement (upon request), and a copy of the annual tax-exempt entity
filing.




* When forming an organization, follow the district's SCO manual

* No activities can be conducted until approved by the school Principal
and the district’s Business Services department

* An SCOs name may not imply any connection with or any form of
responsibility of the District, school, or ASB, with the following
exception:

- If the name chosen includes Parent-Teacher Association, Parent Faculty
Association, Parent Teacher Organization or “"School-Connected Club,
only then is the use of the school name or mascot permitted.

- A parent organization/School-Connected club must not use the school
or District address on its letterhead or any correspondence without the
District’'s permission.

* The California Attorney General’s "Guide for Charities” is a good
resource for establishing an organization and the IRS.gov for tax-
exempt reporting



MEMBERSHIP IN THE SCO

Membership in SCOs is limited to parents, community members, and school staff.

District employees may not sign SCO checks or invoices and cannot hold the position of President
or Treasurer of the SCO.

Any District student advisor, coach, or teacher whose own children may benefit from the
operations of an SCO may not serve as an officer in that SCO but may serve in an advisory capacity.

Every SCO must maintain ongoing communication with the school site Principal or designee.

SCO membership fees may be assessed for raising funds for specific projects for the school but
may not be required for membership in the SCO.

An SCO may not unlawfully discriminate against any parents, community members, or staff who
wish to participate in SCO.




- Election of officers for the SCO should occur on an annual basis.

= At a minimum, the positions of president, secretary, and treasurer
should be elected. These officers make up the executive board.

* All members of an SCO are legally obligated to be prudent and
reasonable in conducting themselves to help preserve the SCO’s funds
and legally protect the organization.

* All executive board members must actively participate in the
management of the SCO, including attending meetings, evaluating
financial reports, and reading minutes.

- All elected officers must provide complete contact information to the
District Business Department and school site administrator.

* District employees may not serve in a financial capacity for any SCO,
including treasurer, fundraising chair, or collection of cash.



* Must be separate from the ASB; no co-mingling of funds

* Open under the SCO’s name using its unique Employer
|dentification Number (EIN)

- Two signatures on disbursements recommended

- Weekly deposits recommended, monthly reconciliation by
Treasurer and review by a second board officer or designee

* Bank statements should be mailed to the SCOs permanent
address, typically the school site



- Minimum coverage: $1M per occurrence [ $2M aggregate
general liability

* Crime coverage/fidelity bond recommended

- District must be named Certificate Holder and Additional
Insured

* Higher coverage may be required for certain facility uses



* At the end of the fiscal year, an internal fiscal review or audit of the
SCO'’s financial records should be conducted.

+ Performed by at least two individuals who are independent of the
SCO'’s day-to-day financial activities.

- An annual external audit conducted by a certified public accountant is
suitable as well.

- All financial discrepancies discovered during the audit must be brought
to the SCO’s board’s attention.

- Suspicion of fraud must be promptly reported to the district and
cooperation provided in any investigation

- A plan for resolving all audit exceptions and financial discrepancies must
be proposed to the general membership immediately.

* The report must be forwarded to the District upon completion and as a
condition for renewal for the next school year.



 SCOs are not sales tax-exempt

* Organizations that have applied for and received a letter of sales
tax exemption do not have to pay sales and use tax when they
buy, lease, or rent taxable items necessary to the organization’s
exempt function.

* For more information on sales and use tax or a seller’s permit,
you may contact the CDTFA



* Notify the district of your intent to dissolve the organization

* Residual funds must go for the purpose in which the School-
Connected was established (required of non-profit
organizations)

* Cannot be distributed to School-Connected parents

- You can donate to the ASB or district

* There are final filing requirements with the IRS and FTB



FUNDRAISERS AND
EVENTS




including meetings and fundraisers.

Code sections 38130-38139, known as the Civic Center Act.

completing the Application and Agreement for Use of Facilities

or District activities, which always take precedence over SCO activities.




* Fundraisers are to be approved by the Principal before
fundraiser occurs

- Recommend that a list of fundraisers are approved at the start
of the school year and then updated as needed

* Prohibited or questionable activities: raffles, animal rides,
darts, trampolines, rental of facilities, water dunk tank,
bounce houses, inflatables in which you stand in or on

* Gambling is illegal! For bingo, check with city and county
ordinances.

* Food sales must meet healthy snack requirements if held
Y5 hour before or after school hours.

* No sales during school hours.
* Must meet federal and state food safety standards



Fundraising should be conducted with the goal of benefiting all
students in the activity without identification of individual students.

Fundraising should always have a stated and specific goal and not
simply to raise money for the group.

Students participating in SCO fundraising activities cannot be
required to volunteer.

No student or teacher may be required to raise any minimum
amount of money or to sell any minimum amount of goods.



- _generally allowed, but permission still needed

- Examples: arts and crafts activities; fashion show; book fair; spelling bee;
pizza night; carnival (no power rides); bowling; dances; costume carnival;
band concert; bake sale, inflatables if kids cannot enter or stand on them

* WGAUTAILNl:: generally allowable, if certain conditions are met

- Examples: athletic events; skate night; opportunity drawings; climbing
walls; food concessions, etc.

* Red light: prohibited

- Examples: monster trucks; water slides; blood testing; animal rides;
alcohol sales; slam dancing; martial arts; surfing contests; hot air balloons;
paintball; rocket launch, etc.



Legal raffles can only be conducted if the SCOs meet the
following requirements:

- 1. Obtained both federal and state tax-exempt status;
- 2. Licensed to do business in California for at least one year;
* 3. Registered with the California Attorney General;

- 4. Completed the California Attorney General’s annual raffle
registration form by September 1 of the year in which the
raffle will be held;

* 5. Submit an annual report to the California Attorney General
that includes gross receipts and expenses incurred from the
operation of the raffle, as well as the charitable or beneficial
purposes for which the proceeds were used.

This Photo by Unknown Author is licensed under CC BY


http://flickr.com/photos/dullhunk/7194470738
https://creativecommons.org/licenses/by/2.0/

At least 9o% of the profits of each raffle must be distributed to beneficial or
charitable purposes. This means “5o/50"” raffles are illegal!

Detachable tickets must have identifying numbers.

Only adults may supervise the raffle drawing.

The raffle may not be conducted over the internet.

For more information on conducting a legal raffle, visit the California Attorney
General's website.




* Permitted on non-school days; not classified as gambling

- Funds must be used as publicly stated

- Sales tax may apply to auctioned goods such as donated
computer equipment, artwork, sports memorabilia, even gift
baskets! (consult the California Department of Tax and Fee

Administration, CDTFA)



No individual may personally or privately benefit from a nonprofit tax-
exempt organization’s fundraising. Example:

* Capital Gymnastics School-Connected Club v. Commissioner (2013) a
United States Tax Court upheld the Internal Revenue Service's revocation
of a parent-run School-Connected club’s tax-exempt status.

* In Capital Gymnastics, the deciding issue cited by the Court was that
f%r_mlcéljs raised by parents were specifically earmarked for their own
children.

* The Capital Gymnastics system also allowed parents to pay certain out-
of-pocket costs and then fundraise less.

* Because of this fundraising structure, the Court found there was “private
inurement” because specific dollars raised were earmarked for particular
students and not the group generally.

* The Court ruled this meant some parents were using the tax-exempt
Sﬁ_f?gol-Connected club to raise money solely to benefit their own
children.



- The California Education Code states that a pupil enrolled in a
public school shall not be required to pay a pupil fee for
participation in an educational activity [EC Section 49011(a)].

* An educational activity is defined as an activity offered by a
school, school district, charter school or county office of
education that constitutes an integral fundamental part of
elementary and secondary education, including, but not limited
to, curricular and extracurricular activities [EC Section 49010(a)].

* For example, you cannot impose a mandatory playerfee asitis a
violation of the free school guarantee.

- Prohibited fees include security deposits for locks, lockers,
books, class apparatus, musical instruments, uniforms, or other
equipment.



* Schools can always ask for voluntary donations of funds or
property, and voluntary participation in fundraising activities, as
long as a student’s ability to participate in a school activity, either
curricular or extracurricular, is in no way determined based on
whether a donation was made

* It is permissible to charge fees for school- or district-sponsored
activities that are purely recreational rather than educational and
at which attendance is optional, such as an after-school dance or a
weekend athletic event.

* But, don't interpret the law yourself, ask the district first



Use pre-numbered cash receipts, except when cash registers or
ticket logs are used

Record and deposit in its entirety and timely

Major fundraising activities should be accompanied by a budget to
actual comparison

Cash over/short must be closely monitored

Copies of all receipts and a list of checks, money orders, and
cashier’s checks received should be made to assist in recovery of
money if these items are lost, stolen, or returned due to insufficient
funds.



Cash received from parent organization/School-Connected club fundraisers should always be
counted by two parent organization/School-Connected club officers who then both sign a cash
receipt with multiple copies.

Any checks received should be restrictively endorsed immediately.

Money should be kept in a safe until deposit is made

Bank deposits should be made at least once per week, or when the deposit exceeds $250, varying
with amount of activity

Deposits should be reconciled to receipt numbers or deposit support for an “audit trail”



* Similar controls as those over other fundraising
activities, in addition:
* Use a cash register or a sales tally sheet to
reconcile cash daily to the inventory sold by

individual cashier

This Photo by Unknown Author is licensed
under CCBY
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CASH DISBURSEMENTS
B




* Proper Approvals
* Check Controls

- Payments to
Contractors and Staff

* Donations

* Scholarships




Ensure budgeted Approval of
funds will cover expenditures by

the planned the SCO
expense governing board

Use of purchase
orders
recommended




* Purchases of supplies or equipment necessary for the day-to-day
operation of the SCO, and to conduct fundraisers, must be made
from SCOs funds, e.g., a concession sale.

* SCOs are not eligible for the District’s special rates or discounted
pricing.
* SCOs cannot make purchases under a District contract. SCOs

should instead negotiate their own pricing, contracts, or discounts
from vendors of their choice.

* School ASBs and the District itself cannot make any purchases for
the benefit of an SCO using District funds.

* Items necessary for an SCO club fundraiser may not be purchased
through any ASB organization, even if the SCO provides the funding
for the purchase.



“AGO, ILLINOIS 60615
AGO, ILLINOIS 60637

This Photo by Unknown Author is licensed under

- Appropriate supporting documentation (invoices, receipts),

including a signature from an authorized officer, should be
attached to the written record and filed in check number
order.

* Proof of receipt of goods or services should be required
before payment is made on an invoice or receipt

» Checks should require two signatures; school employees

cannot be signers on the account

- Bookkeeper should not be an authorized signor on the bank

account

- Voided checks should be retained in file
* Checks should never be payable to cash
- Checks should never be used for personal reasons

- Purchases made directly out of cash collections should not

be done


http://www.rants.org/2007/07/14/what-would-euler-do/
https://creativecommons.org/licenses/by-sa/4.0/
https://creativecommons.org/licenses/by-sa/4.0/

Should be used in the operation of the SCO

If used on the school campus, it should be pre-approved by the
district because of maintenance and insurance issues

Donated equipment should be approved by the district’s Business
Services Department

If the SCO is responsible for the equipment, then adequate
inventory records and insurance should be maintained




SCOs may not make direct payments or make payments in the form
of gift cards to any District employee for services performed for the
SCO.




* To hire district employees for assistance with sports or activities:

* Approval by site Principal and HR Department (hours, position,
dates, rate)

* Employment Clearance by district’s HR department
* Final authorization

* For payment to district employees:

 Completion of the Request for Personnel (RAP sheet) contract
* SCO isinvoiced by the district

* Payment to employee is made by the District

* District employees can volunteer if the service is genuinely
voluntary



* IRS requires that all payments for services in excess
of $600 made to a vendor or an individual by an SCO
be reported on Form 1099 annually.

* Secure an IRS form W-g from the provider at the
time of service in order to obtain an accurate record
of the taxpayer identification number.

* Issue a Form 1099 to all vendors who performed
services in the last calendar year by January 31 of the
next year.



Printable W-g Form is easily
accessible via IRS website
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* SCOs exist to assist school and ASB programs.

» Such assistance may come in the form of donations of supplies,
equipment and payment for student transportation to events.

- SCOs can donate funds to ASB accounts or the District, but once
money is in ASB or District accounts, it may not be used by SCOs
or transferred back to the SCO.

* All donations to ASB must be accepted and approved by the ASB
student council.

» All donations to the District must be approved by school site
Principal and Business Services

* Education Code section 41032 and District Board Policy provide
that the District Board of Education may accept and approve
any donations to a school or the District.



- When an SCO donates funds to the school, it can choose to state
the specific purpose for which the funds are being donated.

* Donations must be processed in accordance with district policies
and procedures.

* Write a check to the school and obtain a receipt.

* An SCO must not discriminate against students on the basis of
their family’s membership in, contributions to, or fundraising for
the parent organization, or the family’s time spent on SCO.



* When an SCO wishes to donate funds to the District for supplies or
equipment: first donate the funds and clearly indicate the purpose of
the donation; the District will then carry out the purchase through its
purchasing system and in accordance with District guidelines and
California law.

* When an SCO wishes to donate funds for transporting students to and

from events: The District school site must have already completed a

field trip request form for the event in question;

* The District Business Services Department will bill the SCO for the cost
of the transportation

- SCOs cannot directly contract for transportation service with an outside
agency, other than a school district.

* Donations for facility repairs and improvements need pre-approval by
the district



 SCOs wishing to grant a scholarship to a District student must
do so with adequate supporting documentation.

* Documentation should show the source of the scholarship
funds, the SCOs approval of the scholarship, and the method by
which the scholarship recipient was selected.

* A vote among SCOs or a vote of a scholarship committee should
be part of the selection process for the scholarships.

* Any SCO board member who has a family relationship with the
scholarship applicant must abstain from voting.



Contact Information for Questions:
Christy White, CPA, CFE

cwhite@christywhite.com
< CHRISTY WHITE
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