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Oklahoma School law requires that all money raised for student programs be controlled
by the Edmond Public Schools (the “District”). There is an exception for organizations
sanctioned by the Board of Education (the “Board”). If an organization is approved for
sanctioning as detailed in Edmond Public School’s Policies and Procedures, Policy
Number 5680, the organization may control its own funds, exempt from the statutory
controls over student activity funds as set forth in the Oklahoma School Code, Okla. Stat.
Tit. 70, § 5-129.

Edmond Public Schools Policies and Procedures, Policy Number 5680, Sanctioning
Organizations by Board of Education, incorporated herein by reference, details the
criteria, requirements and procedures for applying for sanctioning. Sanctioning is
granted on an annual basis, but may be withdrawn at any time by the Board if it believes
it is in the best interest of the District to do so. The decision by the Board whether to
grant or deny sanctioning is final and non-appealable. Sanctioning of organizations will
occur at the August board meeting of each year. All applications must be received in the
business office no later than July I of each year.

Legal

A sanctioned organization is not an authorized agent or arm of the District, but a separate
and apart legal entity. As such, the organization is responsible for complying with all
federal and state laws, including, but not limited to, taxation (income and sales tax) and
tederal Title IX compliance as determined and coordinated by the District). The
organization shall obtain its own tax identification number from the IRS. This can be
done by completing IRS Form SS-4 on-line at http://www.irs.gov , by phone at 1-800-
829-4933, by fax at 1-859-669-5760 or by mail. The organization may not use the
District’s tax identification number or an individual’s social security number.

Financial

A sanctioned organization is on its own both financially and with regard to personal
liability. The sanctioned organization cannot insinuate that it is representing the District
and cannot obligate or attempt to obligate the District. In any business dealings, vendors
should be aware that they are doing business with the sanctioned organization and not the
District. It is recommended that a surety bond cover the treasurer and any officers or
members with access to the money. The surety bond should be for the amount the
organization will raise during the year. If an organization’s treasurer mishandles the
money, the District cannot provide any legal assistance or financial relief. The
organization may want to adopt internal controls to mitigate its risk of financial loss.
Guidelines for internal control procedures in a small organization are attached.
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Liability

The officers of the sanctioned organization are not covered by the District’s insurance for
personal liability. Likewise, for sanctioned organizations there is no $100,000 limit on
tort claims that state statute provides for a school district. Therefore, since the officers
risk some personal liability, the organization should consider having policies in place to
protect students who are participating in activities and fundraising.

Income Taxation

A sanctioned organization is not income tax-exempt unless it has received exemption
from the IRS under section 501(c)(3) of the Internal Revenue Code. PTAs that are
members of the National Parent Teacher Association are exempt under a group and
national exemption. More information on the criteria and process for applying can be
found in IRS Publication 557. There are both advantages and disadvantages to obtaining
501(c)(3) status.

Advantages:

e All income earned is tax exempt.

e All contributions received are tax deductible to the donor. (Many corporations
and foundations require 501(c)(3) status before they will make contributions.)

e Individual members are protected from personal liability.

e 501(c)(3) status provides advantages in sales tax issues.

Disadvantages:

e Legal, accounting and filing fees to apply for 501(c)(3) status may be costly.
Setting up a 501(c)(3) involves filing a Certificate of Incorporation and Bylaws
with the Secretary of State as well as filing an application and request for
determination with the IRS on Form 1023. These fees could total an estimated
$2,000 if the organization is unable to acquire donated legal and accounting
services. (Organizations that meet the requirements for 501(c)(3) exemption and
have gross receipts of $5,000 or less are automatically exempt and are not
required to file Form 1023.)

e Application requires detailed financial information.

e There is an annual filing requirement (IRS Form 990). An organization with
gross receipts of $25,000 or less is exempt from the annual filing requirement.

e Lack of continuity can be a problem if incoming officers do not understand their
filing obligations or if correspondence continues to go to the outgoing officers.

e The IRS may assess penalties against the organization and the responsible party
tor willful failure to file, failure to file on time, or for filing an incomplete,
incorrect or fraudulent return.
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Sales Tax
Collecting Sales Tax as a Seller:

Organizations are required to collect and remit sales taxes to the state UNLESS the
organization is:

e A public or private student group or organization, or

e AS501(c)3), or

e APTO or PTA (even if not a 501(c)(3))
We have received a legal opinion that all our sanctioned organizations qualify for
exemption from collecting sales tax on items they sell.

Paying Sales Tax on Purchases of Goods and Services:

Organizations are required to pay sales tax on their purchases UNLESS:
e Organization is a 501(c)(3) AND annual purchases are less than $15,000, or
e Organization is a PTA (member of national association; PTOs are not included)
e Items are purchased for resale and the organization has acquired a sales tax permit
trom the Oklahoma Tax Commission. Under Oklahoma statute Title 68 Section
1356 (13), there are 7 types of entities that qualify for sales tax permits, including
parent/teacher organizations/associations and 501(c¢)(3) organizations.

Transactions with Emplovees of Edmond Public Schools

The IRS has taken the position that payments to district employees by sanctioned
organizations for services or gifts are subject to income and employment taxes as if they
had been paid by the District.

e Payments for services related to the teacher's or sponsor's employment with the
Edmond Schools should be made through the District’s payroll system in order to
comply with IRS regulations. The organization will reimburse the District the
compensation amount plus employer FICA.

o Gifts related to the teacher’s or sponsor’s employment with the Edmond Schools
are also considered taxable compensation. The exception is de minimus (value
less than $100) gifts of items (not cash or gift cards) that are given occasionally
(e.g. holiday gifts).

o Gifts of cash or gift cards related to the teacher’s or sponsor’s employment with
the Edmond Schools are never excludable from income. Payments to district
employees in cash or gift cards should be avoided. The District’s Chief Financial
Officer must be notified of any instances of such payment.

¢ District employees may be reimbursed for qualified business expenses without tax
consequence. Such expenses must have appropriate receipts to substantiate the
business purposes.

e If a sanctioned group wishes to give a teacher a gift card to purchase classroom
supplies without it being taxable to the teacher, the card should be donated to the
school and kept in the school’s financial oftice. The teacher can then check out
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the gift card and return the appropriate receipts which substantiate the business
purpose of the purchases.

Title IX Compliance

Under federal law, any school district receiving federal funding may not discriminate
with respect to its benefits, membership, programs, operation or organization on the basis
of race, gender, age, religion, national origin or disability.

For compliance with Title IX, benefits provided by booster clubs are considered.
Therefore, the District must ensure that the membership receives “equivalent” benefits
and opportunities, considering both District and booster club resources. In the case of
athletics programs, any booster club support shall be coordinated with the District’s
Athletic Director who monitors the equivalent quality of sports programs. A booster club
can raise funds to benefit the programs but cannot dictate to the District how the money
will be spent.

The Edmond Public Schools has the ultimate responsibility for Title IX compliance.
In cases on non-compliance, the argument that a booster club provided funding that
the District could not is not a legal defense. Title IX compliance encompasses the
areas of trips, camps, facilities, equipment, coaches, uniforms, meals, tournaments,
banquets, student awards, and letter jackets.



Sanctioned Organizations — Frequently Asked Questions
What does it mean to be sanctioned?

Sanctioning by the School District merely enables an organization to operate for the benefit of students of
the School District without being subject to the statutory controls over student activity funds as set forth in
the Oklahoma School Code, Okla. Stat. Tit. 70, Section 5-129. The organization is responsible for
complying with all federal and state laws. The School District does not have responsibility to ensure
compliance by the sanctioned organization.

Does sanctioning make the organization tax-exempt?

No. The organization is subject to income taxes unless it has received exemption from the IRS.

How does the sanctioned organization apply for tax-exempt status?

By first obtaining a taxpayer ID number (TIN) and then filing IRS Form 1023. Refer to IRS Publication
557, Exempt Status for Your Organization. Organizations with average annual gross receipts less than
$5,000 and meet the criteria stated in Publication 557 do not need to file Form 1023 to receive exempt
status.

Are PTOs and PTAs automatically tax-exempt?

No. PTOs still have to apply for exemption. However, a PTA that is a member of the national Parent
Teacher Association may be covered under a group exemption. Consult with the national organization.

Does tax-exempt status mean that an organization does not have to file an annual tax return?

Tax-exempt organizations are required to file an annual information return (IRS Form 990) with some
exceptions. Organizations with average annual gross receipts less than $25,000 are not required to file Form
990. Consult a tax professional.

Are donations to the sanctioned organization tax-deductible to the donor?
Only if the organization has received exemption from the IRS under internal revenue code 501(c)(3).
Can a sanctioned organization use the taxpayer ID number of the School District?

No. The sanctioned organization is an entity separate from the School District and must use its own
taxpayer ID number. Sanctioned organizations may not use an individual’s social security number as its
taxpayer ID number. Legally, income would be reportable to the IRS on that individual’s income tax return.
Also, the bank account would be construed to be owned by that individual and could be seized in the event
of a legal or tax judgment against that individual.

How does the sanctioned organization acquire its own taxpayer ID number?

By completing and filing IRS Form SS-4. This can be done via telephone (to receive your TIN
immediately), by fax (to receive your TIN in approximately 4 days) or by mail (allow 4 to 5 weeks). Forms
are available online at http://www.irs.gov. The Tele-TIN phone number is 1-800-829-4933. (The IRS
suggests that you complete Form SS-4 prior to calling so that you will have all the relevant information
available.) The Fax-TIN phone number is 1-859-669-5760.




Sanctioned Organization
Cash Flow Statement
Prescribed Format

Beginning Cash Balance, June 1, 20XX

Fundraiser Fundraiser Fundraiser

Fundraiser Net Income Collections  Expenses NetIncome
(list fundraisers; use as XX, XXX. XX X, XXX. XX XXX. XX
many lines as needed ; XX, XXX XX X, XXX. XX XXX. XX
fundraiser net income is XX, XXX. XX X, XXX. XX XXX. XX
collections minus XX, XXX. XX X, XXX. XX XXX. XX
expenses) XX, XXX. XX X, XXX. XX XXX XX

Total Fundraiser Net Income

Other Collections

(list; separate line item for XXX. XX
any category > 1% of total XXX.XX
collections; use as many XXX. XX
lines as necessary) XXX. XX

Total Collections

Expenditures

(list; separate line item for XXX.XX
any category > 1% of total XXX. XX
expenditures; use as many XXX. XX
lines as necessary) XXX XX

Total Expenditures

Ending Cash Balance, May 31 20XX

$ XXX.XX

XXX. XX

XXX. XX

XXX. XX

$ XXX.XX



Sample wording for financial review if not performed by a CPA

I have reviewed the financial statements and transactions of

(Name of Sanctioned Organization)
tor the period from June 1, through May 31,
I do hereby certify that
Financial transactions were made in accordance with the organization’s by-laws

and procedures, expenditures were properly approved, and the financial records
are true and correct, except for the following exceptions, if any.

I further certify that I am not an officer of the organization.

Signature Date

Name

Title

Company



Guidelines for Internal Control in a Small Organization

An entity’s organizational structure depends, in part, on its size and the nature of its activities.
Often inadequate segregation of duties exist due to a limited number of personnel available. This
lack of internal control may be offset by the following means:

1. The establishment of a recognizable pattern of procedures.
2. Supervisory control where the supervisor will periodically review receipts and payment
procedures. This review includes:
a. The visual review of adequate documentation during check signing.
b. Periodic reconciliation of receipts to deposit slips.
c. Review of bank reconciliations.

Some common control procedures. (Not all inclusive):

1. Purchases and Expenses

a. Requisitions used to authorize purchases.
Quotations and written bids obtained as required.
Requisitions approved by person other than the person making the request.
Person receiving goods difterent from person authorizing the requisition.
Goods received checked against the delivery packing slip; person receiving signs
and dates packing slip as correct or notes exceptions.
Delivery packing slip checked against supplier’s invoice and purchase order.
Person checking invoice for correctness signs to accept responsibility.
Approved packing slip attached to invoice for payment.
Check signer reviews documentation before issuing check. (Purchase was
propetly approved, goods were received as ordered, invoice amount agrees with
approved order, etc.)
j.  Signature and countersignature required on check.
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2. Receipts and Banking
a. Official receipt issued immediately for all cash and checks received.
Receipts entered in receipt number order.
Cancelled receipts accounted for.
Money collected by others turned in daily to the Treasurer.
Money kept safe with controlled access.
All money deposited intact daily by a person other that the one collecting it.
List of receipts agrees to daily deposit total.
Bank deposit slip prepared in duplicate and signed by depositor.
Cash reconciled to the bank monthly.
Bank reconciliations and statements reviewed monthly by person other than the
one preparing the reconciliation.
List of receipts reconciled to deposit slips monthly.
Cancelled checks recorded and accounted for.
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SANCTIONING ORGANIZATIONS BY BOARD OF EDUCATION

Establishing Guidelines for the Sanctioning of Student Achievement Programs and Parent-
Teacher Associations and Organizations

The Board of Education of the Edmond School District believes that student achievement
programs and parent-teacher associations and organizations can advance the educational goals of
the Board of Education and confer a benefit to the students of the School District. It is the
purpose of this policy to establish guidelines for the sanctioning of student achievement
programs and parent-teacher associations and organizations that raise money and collect
revenues for the benefit of students. Only those student achievement programs and parent-
teacher associations and organizations sanctioned in accordance with this policy will be exempt
from the statutory controls over student activity funds found in the Oklahoma School Code,
Okla. Stat. tit. 70, § 5-129.

Sanctioning Procedure for Student Achievement Programs
and
Parent-Teacher Associations and Organizations

A. The School District may sanction student achievement programs and parent-teacher
associations and organizations that, according to the Board's determination, advance the
educational objectives of the School District, are beneficial to students and meet the
requirements of this policy.

B. In determining whether a student achievement program or a parent-teacher association or
organization should be sanctioned by the School District, the Board of Education may
consider: (1) if the program, association, or organization promotes activities that are an
extension, expansion, or application of the School District curriculum; (2) if the program,
association, or organization assists student government or activities in carrying out special
projects or responsibilities; (3) if the program, association or organization assists student
clubs, organizations and other student groups in raising funds to promote activities
approved by the Board of Education; and (4) supplemental information provided by the
student achievement program or by a parent-teacher association or organization in support
of its application.

C. An application by a student achievement program or by a parent-teacher association or
organization to the Board of Education for sanctioning shall include the following: (1) a
statement of its purpose, goals, organizational structure, and membership requirements;
(2) a detailed statement of how the School District and its students will benefit if the
organization is sanctioned; (3) a statement of nondiscrimination consistent with all
Oklahoma and federal laws; and (4) a set of financial statements performed on such
program, association or organization.

Adopted 09-02-97



