
I’m on the PTO…
Now What?!



Common 
Questions
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Formation & Organization 
Docs

Tax Related: IRS
Tax Related: Sales Tax

Other Related Questions
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“
Alone we can do so little; together we 

can do so much.

-Helen Keller
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Formation & 
Organization 
Documents
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Are we legal? How do I know?

Each parent organization is:

Sample text
Separate 
from CISD

Own legal 
entity

Set up with 
the IRS and 
the State
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How do I know if the parent organization is 
properly set up with the IRS and the State?

Apply for 
Sales Tax 

Permit

File Articles with 
the State

Apply for 
EIN with the 

IRS

Apply for 
non-profit 
status with 

the IRS

Voilà…
Apply for 
Sales Tax 

Exemption
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How do I know if we are properly set up with 
the IRS as a 501(c)(3), non-profit organization?

One of two 
ways:

Issued a 
Determination 
Letter from the 

IRS

Member of the 
CISD 

Educational 
Support Groups 

Inc.
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What’s the difference?
individual determination letter 

vs. 
group determination letter 
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Individual Exemption
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Fill out form 
1023 to apply 
for exemption

Pay required 
filing fee

Has an 
individual 

determination 
letter



Group Exemption
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Determination 
letter issued to a 

parent 
organization

Subordinate not 
required to 

submit claim for 
exemption 

(application)

Holds more than 
one subordinate 

organization

Application Filing Fee



Sample text

Applied for and 
granted 501 (c)(3) 
status from the IRS

Subordinate member 
of a group exemtion 
for 501(c)(3) status

So… what’s the 
difference?
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How many 
in CISD?

individual determination letter 
vs. 

group exemption members 

Individual
52

Group
124
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176



Regardless of whether an organization 

is included in a group exemption
OR whether it has received an

individual exemption
(determination) letter, ALL 

ORGANIZATIONS are subject to the
SAME RULES for maintaining their tax-

exempt status.
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Tax Related: IRS
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What does 
being a 

non-profit, or 
exempt 

organization 
mean?
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Non-profit does NOT mean tax exempt

Sample text
Is not 

automatic
May qualify for 
an exemption

Separate 
applicaion for 
the IRS & the 

State
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Transparency in 
financial and operating 
information

Viewed as reputable 
organizations

Non-Profit Organizations:

Do not pay federal 
corporate income tax 
(once you have 
501(c)(3))

In most cases:
Do not pay state 
corporate, franchise, 
excise, sales/use tax

Tax-Deductible 
contributions or 
donations corporations 
or individuals

Eligible to apply for 
grants
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Do I have to file a tax return with the IRS?

YES!!!
Exempt organizations are 
required to file annual 
returns 

○ Form 990
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Which form should I file?

990-N 990-EZ 990

Gross 
Receipts

$50,000 or less $50,001 -
$199,999

$200,000 and 
greater

Due to CISD September 1 September 1 September 1

Due to IRS 4 ½ months 
after year end

4 ½ months 
after year end

4 ½ months 
after year end
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Organizations in the group exemption have a year end of 5/31.
Form 990 is due on October 15th.  



Gross Receipts 
as definied by the IRS:

22

the total amounts the organization 
received from all sources during its 
annual accounting period, without 
subtracting any costs or expenses.



What happens if the filing is late or not filed?

The IRS may assess penalties for late returns

23

Failure to file
for three 

consecutive 
years

automatically 
loses its tax-

exempt 
status



What happens if a parent organization 
looses its 501(c)(3) status?

Sample text

May be required 
to file Form 1120 

or 1041

No longer exempt 
from federal/state 

tax

No longer eliglible 
to receive tax-

deductible 
donations
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Sample text
Copy of Individual 

determination letter

Group approval letter
Group detemination letter

Group member listing

What information do I need to provide to show 
proof of the non-profit 501(c)(3) status?

Individual Exemption Group Exemption
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http://www.conroeisd.net/parents/pto-pta-and-booster-clubs/



Is it normal for vendors to request a W-9 form? 
What is it and where do I get one?
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Internal 
Revenue 
Service 
Form

How businesses obtain SSN & taxpayer 
information

from people and organizations that they 
pay for services.

Yes

Businesses are required to report many of these 
payments to the Internal Revenue Service
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https://www.irs.gov/forms-pubs/about-form-w9



Tax Related: Sales Tax
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Are we exempt from paying sales tax?
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Exemption is not 
automatic

Apply for 
exemption 

with the 
State

Only related 
to 

purchases

Yes

Exemption applies to Franchise Tax and Sales Tax 
only.



Does the parent organization have to collect 
and remit sales tax?

YES!!!
Exempt organizations must 
collect tax on most of their 

sales. 

Needs a sales tax permit
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Refer to publication 96-122, Exempt Organizations, Sales and Purchases, (PDF)
for more information.

https://comptroller.texas.gov/taxes/publications/96-122.pdf


An organization does not 
have to register for a sales 

tax permit if all its sales are 
of exempt items, OR sales 

made through tax-free 
fundraisers.
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Two One-Day Tax-Free Sales

May do Pre-
orders

Allowed two per 
calendar year 

(Jan-Dec)

Designated 
day in 

advance

24 hour 
period

Subsequent 
sales are 
taxable

Sell taxable 
items 

tax-free
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How do I know if the parent organization 
has a Sales Tax Permit?
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Place your screenshot here

https://mycpa.cpa.state.tx.us/staxpayersearch/



Does the parent organization have to file 
a tax return with the State Comptroller?
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Can claim a 
discount if paid 
and reported 

timely

Must file 
by due 

date set 
by the 
State

Must file 
even if 
$0 in 

taxable 
sales

Only if you have a Sales tax permit



What happens if the parent organization 
does not file?

Sample text

Interest will be 
charged

Penalties will 
be assessed 

State will 
estimate taxes 

owed
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Other Related 
Questions

41



What do we need to do to start a fundraising 
event?

Sample text

Sponsoring 
organization& 
representative

Purpose of the 
fundraiser

Type of 
activity

Date(s) & 
time(s) of 

the activity

Estimated 
amount of 
money to 
be raised

Name of 
person(s) 

responsible for 
the money

Submit a request to the Campus Principal, or 
other appropriate administrator, containing:

40



What do I need to be aware of during a 
fundraiser?

Do you know your contract? 
What are you getting in your contract? Deadlines?

Are there controls in place?

Vet your vendors and check references

Count money daily - Deposit money immediately 
Keep good records of money in/out
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What are best practices for holding meetings?

Sample text
Sign-in 
sheets

Financial 
Reports

Have an 
agenda

Announce/schedule meetings 

** Keep MINUTES of your meetings **
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How long do I need to keep records?
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Organizational Records

PTO Records

Bank Records

100

3

7



What are considered organization records?

Document Years to maintain

Incorporation Paperwork Permanently 

IRS Form 1023 and Documentation Permanently 

IRS Determination Letter for 501(c)(3) tax exempt status Permanently 

Meeting Minutes and agendas Permanently 

Year-End Treasurer Reports Permanently 

Annual Reports from auditor (financial review) Permanently 
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What are considered PTO records?

Document Years to maintain

Monthly Treasurer Reports 3
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What are considered bank records?

Document Years to maintain

IRS Form 990, 990 E-Z, 990-N 7

Bank Statements 7

Check Registers 7

Canceled Checks 7

Support for Disbursements 7

Cash Receipts 7

Support for Deposits 7
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NO 
Credit 
Cards

Is there a preferred bank for parent 
organizations to use?

Can use 
bank of 
choice

NO
Debit or 

ATM cards
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What do we need to open a bank account?

Sample text

EIN
Employer 

Identification 
Number

Filed 
Articles with 

the State
DO NOT use 

SSN
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What do we need to change check signers 
with the bank?

Sample text

Form 802
Filed wiith 

the SOS

Minutes that 
show voted 
in officers

Other bank 
forms/docs 

required

49



NO CISD Employee can be
- A Check Signer
- The Treasurer
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Can the parent organization have a petty cash?

Sample text

Not a recommended practice

Best Practice:
- write checks directly to vendor; 

- reimbursements when necessary; 
- issue a change fund when needed for specific events

Higher risk/opportunity for theft or lost funds

No way to insure the money
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Is there a recommended/appropriate amount  of money to leave in 
the parent organization’s account at the end of the year?

52

No regulation, 
law or policy 

that requires a 
certain amount

Best 
practice to 

use funds in 
year raised

Be mindful 
of cash 

needed to 
start year

May save money raised over a couple years. Such money 
should be “earmarked” for specific purposes.

No - unless documented in the by-laws



How are parent organizations donations to the 
school handled?

Sample text

Money given to the 
school cannot be 

earmarked for any 
particular request

A gift of cash shall 
be used by the 
District at its 
discretion. 

Cannot require the 
campus to spend 

the money in 
specific way. 
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Does the district assume responsibility for 
prior year activity and records?

NO

Each Organization 
is its own 

LEGAL ENTITY

CISD is a 
RESOURCE for 
organizations
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What are other tips for success?
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Hold your 
treasurer 

accountable for 
funds & records

Reconcile 
Bank 

Statements 
Monthly

Enter cash 
in/out into 

the financial 
system ASAP

Keep good, organized and detailed records of cash 
in/out

Always check with 
the District Don’t 

just assume

Have 
everything 
accounted 

for

Know your 
deadlines & 
FILE Returns 

on time!



What deadlines do I need to be aware of?
Item Due to Due Date

Club/Officer Information Sheet CISD * September 1

Year-end financial report CISD * September 1

Year-end financial audit/review CISD * September 1

Form 802 CISD * September 1

990

CISD * September 1

IRS 4½ months after
fiscal year end +

Meeting & Activity Calendar CISD Principal As soon as available

* Should submit item to both Campus Principal and the Internal Auditor
+ CISD group exemption members year end should be 5/31
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“
Above all, remember why you are 

doing this. It is for the KIDS and the 
SCHOOL. You can’t go wrong if you 

keep them first.
-Shannon W.

PTO Today
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Thanks!

Any questions?

Please contact the
Internal Audit Department

936.709.7749
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