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Introduction 

The primary objective of a Parent Teacher Organization (PTO) / booster club is to enrich the education and 
activities of students through cooperation of parents and staff in providing support to promote school 
programs or complement student groups or activities that enrich their education and expand their horizons. 

The PTOs / booster clubs work very closely with the district; however, the organizations are each 
considered separate entities from the district.  Since the activities of the PTOs / booster clubs impact the 
district and the public perception of the district, the district and the Principals have authority to regulate 
these organizations.   

The main responsibilities of a PTO / booster club, a sponsor, and a principal are discussed below: 

PTO / booster club - A PTO is responsible for supporting students and staff at an elementary 
school.  A booster club is responsible for supporting a student group, activity, or program at a 
high school.  Support may be as simple as providing refreshments for a particular event or 
support may be as complex as raising money for an out-of-state competition.  The PTO / booster 
club works with the principal / sponsor to provide assistance for the planned activities; however, 
the PTO / booster club does not have the authority to decide the activities or trips in which the 
students will participate.  The parents and the PTO / booster club may provide suggestions about 
particular activities; however, the Principal / Sponsor is responsible for the final decision. 

Sponsor / Liaison - A designated sponsor of a student group serves as the liaison between the 
booster club and the school / district, under the supervision of the principal.  The sponsor is 
responsible for determining the various activities and trips in which the student group will 
participate with the approval of the principal.  In addition, the sponsor should work very closely 
with the booster club and provide guidance to the organization.  The sponsor should not be 
considered an officer or member of the booster club.  However, the sponsor shall approve all 
student / school-related activities of the booster club. 

Principal - The principal is responsible for approving the formation of a PTO / booster club as 
well as the activities of the students / student group and some activities of the PTO / booster 
club. 

Each PTO / booster club should strive to remain in good standing with all state and federal agencies. 
Therefore, each PTO / booster club is responsible for obtaining its own competent independent counsel on 
accounting and tax matters related to its specific circumstances, if needed.  This counsel may include a 
Certified Public Accountant (CPA) or an attorney.  The cost of these services would be the PTO's / booster 
club’s responsibility. 

PTO / booster club officers are solely responsible for ensuring that their organization is in compliance with 
all state and federal regulations.  Therefore, the district, including any district employee, is not responsible 
for a PTO / booster club not being in good standing with all state and federal agencies.  
These guidelines will assist PTOs / booster clubs in being in compliance with district, University 
Interscholastic League (UIL), state, and federal requirements. 

The district greatly appreciates the time, effort, and financial support that the PTOs / booster clubs provide 
to our students, staff, and schools.  



Overview of Forming a PTO/Booster Club 

To assist our schools and students in the district, parents will form organizations that help raise money to 
enhance a school or student group.  At the elementary schools, parents may form a PTO to support the 
school overall.  At the high schools, parents may form a booster club for certain types of student 
activities.  The middle schools do not have any parent organizations. 

PTOs/booster clubs provide an important support function to schools and student groups; however, they 
also require a strong commitment from members to work properly.  Therefore, deciding whether or not to 
form a PTO / booster club is a difficult decision that requires careful consideration of the pros and cons of 
formation.   

Parents interested in forming a PTO / booster club should discuss the pros, the cons, and the 
responsibilities of having a PTO /booster club with each other as well as the principal / sponsor of the 
student group.  The principal must approve, in writing, the formation of a PTO / booster club before 
the organization takes any further action to create a unique identity.   

Parents do not have to form a PTO / booster club to support a school / student group.  Parents may still 
support a school / student group as parents through fundraisers and other activities.  Money raised at the 
elementary level are used to benefit the school as a whole.  The money raised at the high school level is 
for a particular student activity.  The money raised for these groups is accounted for in a Student 
(Agency) Activity Fund set up through the district.  This money would be considered the student group’s 
money and would benefit only that group of students.  For money raised through the elementary schools 
or the student groups, the district is responsible for all of the accounting and legal responsibilities of these 
funds. 

The following are some questions to consider when deciding whether or not to form a PTO / booster club: 

 What can a PTO / booster club accomplish that cannot be achieved through the school / student
group?

 Do I have time to commit to a PTO / booster club?

 Are there enough parents with time to commit to a PTO / booster club?

 Am I willing to perform the necessary research, training, and paperwork to be in compliance with
all district, UIL, State, and Federal regulations?  (This includes submitting required information
to the Texas Comptroller’s Office and the IRS.)

 Have I read or will I read the rest of the PTO / Booster Club Guidelines and this handbook to
discover my responsibilities once a PTO / booster club is formed?

 Have I spoken with other PTOs / booster clubs to determine what benefits / problems they have
experienced?

 Have I spoken with the principal / sponsor to obtain support for the formation of a PTO / booster
club?

Once you have decided to form a PTO / booster club, obtain the written approval of the principal before 
proceeding with any other steps to form a PTO / booster club.  (See PTO / Booster Club Registration & 
Approval Form.) 



Overview of Forming a PTO / Booster Club 

For booster clubs, the formation of the following types of booster clubs only need the written approval of 
the Principal: 

 Athletics

 FFA – Future Farmers of America

 Band
 Cheerleader
 Choir
 Drama
 Drill Team

The formation of any other booster clubs must be approved by the Superintendent.

After receiving approval of the PTO / booster club, send a copy of the PTO / Booster Club Registration 
& Approval form to the Chief Financial Officer. 



Hempstead Independent School District PTO / 
Booster Club Registration & Approval Form 

To: Location: 
(Principal’s Name) (School’s or Department’s Name) 

Name of Organization:  

Purpose of Organization:   
School / Student Group to be 
Supported:   

Faculty Sponsor for Booster Club: 

Current Number of Parent Supporters:  ______________ 

I agree with the following statements: 
 I have read the PTO / Booster Club Guidelines and agree to abide by the information

included in the guidelines as well as information referenced in the guidelines.

 I understand that noncompliance with any district policy or criteria may result in the
suspending or disbanding of the PTO / booster club by the principal.

 I have included a current list of officers or representatives with names, titles, mailing
addresses, phone numbers, and e-mail addresses with this registration form.

Submitted by: 

/      / /      / 
(President/Representative #1) Date (Vice-President/Representative #2) Date 

/      / /      / 

(Treasurer/Representative #3) Date (Faculty Sponsor) Date 

Approved / Denied by: 

PTO / Booster Club Approved     PTO / Booster Club Denied  

/      / 
(Principal’s Name) (Principal’s Signature) Date 

The original form should be sent to a representative of the PTO / booster club.  The principal should keep a copy 
and provide copies to the campus sponsor and the Chief Financial Officer.  



Forming a PTO/Booster Club 

After receiving written approval to form a PTO / booster club, complete the following necessary steps to 
establish the organization.  

1. Establish a PTO / Booster Club Steering Committee to setup the organization.  (Members of the
steering committee cannot be considered as PTO / booster club officers until they are elected at a
general membership meeting.)

2. Determine official mailing address of the PTO / booster club.  By maintaining a consistent mailing
address, you will not have to update your address each year to the district, the Texas Secretary of
State, the Texas Comptroller’s Office, the IRS, and your bank.

We recommend that a post office box (PO Box) or private mailing box (PMB) be used as the official
mailing address.  The address and box keys can be given easily to the new officers at the beginning of
each school year.

The school’s address may be used as the PTO’s / booster club’s official address; however, the PTO /
booster club may not receive mail timely when the school is closed (i.e., summer vacation and
holidays).

Do not use home addresses since officers change frequently.

3. Draft and approve the PTO / booster club bylaws.  The Steering Committee may approve the bylaws
to allow the group to proceed with applying for incorporation with the State and applying for tax
exemption with the IRS.

4. File for incorporation with the Texas Secretary of State by completing Form 202 (Certificate of
Formation Nonprofit Corporation) and submitting it to the Texas Secretary of State.  Read Forming a
Nonprofit Tax-Exempt Corporation in Texas and Texas C-Bar information.

As a corporation, individuals governing and operating a nonprofit organization are shielded from
liabilities incurred by the organization, unless the individuals are grossly negligent in their duties.

On the certificate of formation, the name and address of the corporation’s registered agent and office
must be provided.  A registered agent and office is usually the principal / sponsor and the school’s
address.  In being a registered agent, this person is not taking on any liability or responsibility for the
organization, but is only a contact person.

You should receive a copy of your certificate of formation from the Texas Secretary of State stamped
with the date considered the beginning date the organization.

5. A membership drive should occur to let parents know about the PTO / booster club and when the first
membership meeting will be held.  At the first meeting, have the general membership approve
establishing the PTO / booster club.  Then the general membership should approve the PTO / booster
club bylaws that were approved by the Steering Committee including any revisions needed. Then
elect officers in accordance with the bylaws.



6. Apply for an Employer Identification Number (EIN) with the IRS. The EIN can be requested prior to
the first membership meeting if the PTO / booster club bank account needs to be opened at an earlier
time.

7. After receiving an EIN, the PTO / booster club can open a bank account.  If the bank account is
opened prior to the election of officers, the Steering Committee members may be signers on the
account.  Do not obtain a debit card.  If the bank provides a debit card, do not use the debit card for
expenses.

8. PTOs – Apply for an exemption from Texas sales tax, hotel occupancy tax, and franchise tax by
completing AP-207 for Educational Organizations.  (Booster clubs cannot apply for an exemption
until they have received their 501(c)(3) exemption from the IRS).

9. Apply for a Sales Tax Permit (if required) with the Texas Comptroller’s Office.  If the PTO / booster
club will not be selling any taxable items or services, you do not need to obtain a Texas Sales Tax
Permit.

10. Apply for federal tax exemption as a public 501(c)(3) organization with the IRS.  The IRS provides
information, explanations, guides, forms, and publications about forming a 501(c)(3), see Life Cycle
of a Public Charity.

Read “Top Ten Tips to Shorten the Tax-Exempt Application Process” before you submit your
application.

11. Receive a Letter of Acknowledgement from the IRS indicating receipt of your application and
payment.

12. Correspond with the IRS if your bylaws need to be modified or if the IRS needs additional
information to complete your approval process.

13. Receive a Determination Letter (approximately 4-6 months later) stating you are a public 501(c)(3)
tax-exempt organization.

14. Send a copy of the Determination Letter to the Chief Financial Officer.

15. Booster Clubs – Apply for an exemption from Texas sales tax, hotel occupancy tax, and franchise tax
by completing AP-204 for Federal Exemptions and all others.

16. Put all of the documents related to these steps in a “Permanent File” in a safe place to be forwarded to
the new officers each year.  Also save the information electronically and provide to several officers to
help ensure that the information is safeguarded.



Bylaws of Corporation 

Bylaws are the governing document for the PTO / booster club.  They outline the philosophy, structure, 
and general procedures of the organization.  The bylaws are formulated as a series of “articles,” each 
dealing with one aspect of the outline. 

Each PTO’s / booster club’s bylaws should specify: 

 Name of Organization

 Purpose:  define the charitable purpose of the corporation.  The nonprofit needs to make sure the
purposes clause is not so narrow that it unduly limits the nonprofit’s activities, and not so broad that
it prevents the nonprofit from obtaining 501(c)(3) exemption from the IRS.

 Meetings:  the frequency and place of meetings, the type of notice required, and whether directors
may vote by written proxy.

 Leadership:  the titles and specific responsibilities of the officers, qualifications for directors, the
number of directors, the length of terms for the directors and officers, and the method for electing
and removing directors and officers.  The corporation must have a president, treasurer, and
secretary.

 Provisions for Membership:  qualifications for membership, method of selection, dues and fees,
voting rights, and the frequency and place of membership meetings.

 Quorum:  the number of members or directors required for a quorum to conduct business, and the
proportion of votes required to take action on a matter (pursuant to Texas law, an act of the board is
an act of the majority of the directors present unless a greater number is required by the certificate
or bylaws).

 Financial Policies / Controls:  the signatures required for execution of legal documents, signatures
required for checks, accounting method (i.e., cash or accrual), number of authorized signers on the
bank account(s), and other controls over financial transactions and transfers of corporate assets.

 Committees:  the types of committees, responsibilities of committees, and qualifications for
serving on a committee.

 Fiscal Year:  the accounting period of the corporations; which need not be the calendar year.

 IRS Language:  special clauses that relate to (i) the dissolution of the nonprofit, (ii) “inurement,”
and (iii) a general statement that the corporation may not take action that would be inconsistent
with the requirements for tax exemption under Section 501(c)(3).  It must be stated that, upon
dissolution, any remaining assets will be distributed to other organizations exempt under Section
501(c)(3).

 Bylaw Amendments:  the procedures for amending the bylaws.  Amendments may be adopted by
the Board, but in most cases they require a two-thirds vote of the members at a general meeting.
Prior notice of the proposed amendment is always required, either at the previous meeting or at
least a certain number of days before the vote.  A committee may be appointed to write a revised set
of bylaws.  This usually requires a vote at a general meeting, but may also be allowed by a two-
thirds vote of the Board.  Requirements for adopting the revised set of bylaws should be the same
as for an amendment.



Obtaining an Employer Identification Number 

Every organization must have an employer identification number (EIN), even if it will not have 
employees.  The EIN is a unique number that identifies the organization to the IRS. 

Since PTOs / booster clubs are separate entities from the district, PTOs / booster clubs cannot use the 
district's EIN. 

An organization is not automatically considered tax-exempt by acquiring an EIN.  All organizations must 
first apply for an EIN to be recognized as a unique entity and then apply for tax-exempt status.  Likewise, 
the mere fact that an entity is organized as a nonprofit organization does not indicate that it is exempt 
from federal tax.  

PTOs / booster clubs may obtain an EIN by applying online.  Once the application is completed, the 
information is validated during the online session, and an EIN is issued immediately. 

No fee is required for obtaining an EIN. 

After receiving your EIN, you may use it to then open a bank account and obtain a State Sales Tax 
Permit.  PTOs / booster clubs should not use an individual’s social security number to conduct the 
business of the organization.   



Texas Sales Tax Permit 

Obtaining a Texas Sales Tax Permit 

To sell any taxable items within the State of Texas, a PTO / booster club must apply for a Sales Tax 
Permit.  The sale of goods includes fundraisers, such as candy sales, t-shirt sales, and sales of other 
taxable items.  In addition, some PTOs / booster clubs may sell services that are taxable. 

If the PTO / booster club is acting as an agent for a vendor, then the sales tax is the responsibility of the 
vendor.  This situation would not require that a PTO / booster club to have a Sales Tax Permit.  

PTOs / booster clubs may obtain a Texas Sales Tax Permit by submitting the completed applications to 
the Texas Comptroller’s Office.  You must apply on-line for the Texas Sales Tax Permit. 

A Texas Sales Tax Permit will be issued to the PTO / booster club along with a Sales Tax Permit 
Number.  The Texas Sales Tax Permit Number has 11 digits.  PTOs / booster clubs cannot use the 
District's Sales Tax Permit Number. 

If your PTO will not be selling any taxable items or services, you do not need to obtain a Texas Sales Tax 
Permit.  

Reporting Requirements 

If the PTO / booster club has a Texas sales tax permit, the Texas Comptroller’s Office requires that the 
PTO / booster club file at least one sales tax report per calendar year.  The frequency of filing the sales tax 
report is determined by the Texas Comptroller’s Office.  The amount of anticipated sales tax payments 
affects the frequency of reporting.  The sales tax reports may be due monthly, quarterly, or annually. 

Since sales tax payments may vary from year to year, the frequency of reporting can also change.  The 
Texas Comptroller’s Office will generally communicate changes in filing requirements to the PTOs / 
booster clubs in writing.  In addition, the Texas Comptroller’s Office will generally mail the required 
reporting form and information to organizations that have obtained a Sales Tax Permit. 

Even if the PTO / booster club did not make any sales or all sales were nontaxable, a sales tax report must 
be filed. 



Public 501(c)(3) Tax-Exempt Status 

Benefits / Restrictions of a Public 501(c)(3) Tax-Exempt Organization 

The IRS Tax Code provides for special treatment of certain organizations identified as "tax-exempt."  Some 
benefits to becoming tax-exempt as a public 501(c)(3) organization include: 

1. Taxes are not paid to the IRS for revenues raised, and

2. Contributions to certain tax-exempt organizations [501(c)(3)] are tax-deductible by the contributor.

However, the following are restrictions placed on tax-exempt organizations that PTOs / booster clubs must 
follow to receive tax-exempt status and to retain that status: 

♦ The PTO / booster club must benefit a campus/organization as a whole instead of benefiting
individual members of a campus/organization.

In some instances, individuals may not be able to afford to pay the amount owed to participate in a
particular event. The IRS has indicated that an organization may establish criteria that could be used to
determine if an individual is in financial need.  If the criteria are met, the organization could provide the
necessary funds to allow the individual to participate.  One criterion could be whether the student is on
the free/reduced lunch program.  The criteria should be established in writing prior to a particular
situation arising.  In addition, the criteria should be used consistently for all individuals, and the criteria
should not change every year.

♦ The PTO / booster club cannot use individual accounts. "Individual accounts" are used by an
organization to record a credit to an individual (participant) based on revenues raised. The organization
would offset that individual's expenses with the amount credited to that individual from the revenues
raised.

♦ The PTO / booster club cannot require a person to participate in fundraising activities.

♦ The PTO / booster club cannot require that a certain amount be raised or sold per person.

See additional details in the Fundraising Guidelines. 

Applying for Public 501(c)(3) Tax-Exempt Status 

Tax-exempt status is not automatic once an EIN has been issued; organizations must apply for tax-exempt 
status.  According to the IRS, an organization is either a taxable organization or a tax-exempt organization. 

According to Board Policy GE (Local), all PTOs / booster clubs must obtain tax-exempt status with the IRS as 
a public 501(c)(3) organization.  Only the 501(c)(3) status allows any donations to be deductible on the 
contributor's tax return.  The PTO / booster club officers should take the necessary steps to ensure they follow 
the regulations regarding that type of entity.   

To apply for 501(c)(3) status, the forms required, the user fee, the filing deadline, and the processing 
procedures as discussed below. 



Form 1023-EZ 

Small organizations may file Form 1023-EZ, Streamlined Application for Recognition of Exemption Under 
Section 501(c)(3) of the Internal Revenue Code, instead of Form 1023, and pay the required user fee.  
Form 1023-EZ must be filed electronically at Pay.gov.  A user fee of $400 is required to process your 
application.  This fee must be paid through www.pay.gov when you file your application.  Payments can 
be made directly from your bank account or by credit/debit card. 

To submit Form 1023-EZ, you must: 

1. Read the Instructions for Form 1023-EZ and complete its Eligibility Worksheet found at the end of
the instructions.

2. If eligible to file Form 1023-EZ, register for an account on www.Pay.gov.

3. Enter "1023-EZ" in the search box.

4. Complete the form and pay the user fee of $400.

If you are not eligible to file Form 1023-EZ, you can file, Form 1023, Interactive. 

Form 1023, Interactive 

Form 1023, Interactive, Application for Recognition of Exemption Under Section 501(c)(3) of the Internal 
Revenue Code, includes helpful hints and links to help applicants submit a complete application. 

1. Complete Form 1023, Interactive.

2. Pay the required fee of $400 or $850.  Your user fee may be paid by personal or certified check,
bank check, or cashier’s check.  Your check should be made payable to the United States Treasury.

3. Mail completed Form 1023, user fee payment, and all other required information to the Internal
Revenue Service.

Filing Fee 

The filing fee is $400 if your annual gross receipts averaged no more than $10,000 during the last 4 years 
or if you are a new organization that does not anticipate annual gross receipts exceeding $10,000 during 
your first 4 years. 

The filing fee is $850 if your annual gross receipts averaged more than $10,000 during the last 4 years or if 
you are a new organization that anticipates annual gross receipts exceeding $10,000 during your first 4 
years. 

Annual gross receipts:  The total amount of revenue collected by an organization during its reporting year 
from any source.  Sources may include, but are not limited to, membership fees, donations, fundraising 
revenues, amounts collected for the payment of expenses (e.g., uniforms, trips), and any other amounts 
received. 

To determine annual gross receipts: 

- Add all deposits made to the PTO’s / booster club’s bank account(s),



- Add cash on hand that was not deposited by the end of its reporting year,

- Less transfers from one bank account to another, and

- Add expenses paid with money collected that was not deposited in the PTO’s / booster club’s
bank account(s).

Fiscal Year-End 

When completing the IRS Form 1023, PTOs / booster clubs will establish their fiscal year-end (also known as 
the accounting period year-end or official year-end).  Once this date is established, the IRS does not easily 
allow an organization to change it.  Changes are usually only allowed for extreme circumstances.   

The date established will determine when the PTO / booster club has to file their informational return (Form 
990) to the IRS.  The return is due 4 ½ months after the end of a fiscal year (the 15th day of the 5th month after
the organization’s accounting period ends).

When considering a fiscal year-end date, you may wish to align your year-end with the school’s year-end date 
of June 30.  This way, the financial activity of the club can relate easily to a given school year.   

Second, the current officers can prepare the annual Financial Report and have it audited before the new school 
year begins.  Third, PTOs / booster club Form 990 would not be due to the IRS until November 15; therefore, 
the new officers would have time to prepare it after beginning the new school year. 

IRS Approval Process 

The IRS approval process for tax-exempt status usually takes several months.  They will send the organization 
an Acknowledgement of Your Request letter that indicates your application and fee were received and are 
being processed. 

Upon approval by the IRS of the tax-exempt status, the organization will receive a Determination Letter stating 
that the organization is considered to be tax-exempt as of a certain date.  Only then can the organization 
represent itself as a federally tax-exempt organization.  Send a copy of the Determination Letter to the 
district's Internal Audit Department when received. 

Likewise, donations to the organization are only deductible on the contributor’s tax return as of the effective 
date on the Determination Letter received by the PTO / booster club granting 501(c)(3) tax-exempt status and 
within set guidelines that apply to 501(c)(3) organizations. 

If the IRS does not grant tax-exempt status, the organization will receive a Letter of Denial stating the 
organization is not considered tax-exempt.   

If a PTO / booster club has not received their IRS tax exemption, the organization must clearly state in all 
advertisements that donations to the organization are “not tax-deductible” so that a contributor is not misled 
and does not incur penalties levied by the IRS for taking the deduction erroneously. 



Texas Sales and Franchise Tax Exemptions 

To apply for Texas Sales and Use Tax and Franchise Tax Exemptions, PTOs should use application 
AP-207 prior to receiving your federal exempt status from the IRS.  Booster clubs must receive their IRS 
tax-exempt status as a 501(c)(3) organization before they can apply for this exemption.  Booster clubs 
should complete application AP-204. 

The sales and use tax exemption allows approved organizations an exemption from sales tax when 
purchasing items to further the organization’s exempt purpose.  This exemption process is separate and in 
addition to applying for federal tax-exemption from the IRS.   

PTOs / booster clubs with the sales tax exemption are entitled to two (2) “one-day, tax-free” sales or 
auctions per calendar year.  One day is counted as 24 consecutive hours and a calendar year is the 12-
month period from January through December.	 	Either the date on which the items are delivered by the 
vendor to the PTO / booster club or the day on which the PTO / booster club delivers the items to its 
customers may be designated as the one-day tax-free sale day. 

The PTO / booster club must be granted the exemption first to be entitled to the two (2) “one-day, tax-
free” sales or auctions per calendar year. 



Contact List 

District 

Financial Issues 

Amy Carter

Chief Financial Officer
cartera@hempsteadisd.org 979-4826-3304

State 

Incorporations 

Texas Secretary of State www.sos.state.tx.us 512-463-5555

Sales Tax (Sales Tax Permit, Sales Tax Exemption, Sales Tax Reports, and Franchise Tax) 

Texas Comptroller’s Office 
Exempt Organizations Department 

www.cpa.state.tx.us/taxinfo/exempt/index.html 

Federal 

IRS Exempt Status as a 501(c)(3) Organization and Tax Returns 

Internal Revenue Service (IRS) 

Tax-exempt Organizations – Charities & Nonprofits 

http://www.irs.gov/Charities-&-Non-Profits 

1-877-829-5500

Tax Forms & Publications 

http://www.irs.gov/Forms-&-Pubs 
1-800-829-3676



PTO/Booster Club Checklist 

The following checklist serves as a guide to help ensure that your PTO / booster club has complied 
with the District’s Board Policies and Guidelines along with federal and state regulations governing 
PTOs / booster clubs. This checklist should be completed annually and also if the treasurer changes 
during the year. 

District Requirements 

 Provide list of officers to the Principal/Sponsor.

 Official mailing address:

 Bank Account(s):
Bank Name Account Number 

 Authorized signers on bank account(s):
Name Position Held 

 Employer identification number (EIN):

(This number is issued by the IRS and is the ID number for the bank account.)  

 Provide a copy of the Financial Report and Review Report to the School Principal, Sponsor and
Chief Financial Officer by Sept. 15, of each year.

 Provide a copy of the Financial Report and Review Report at a meeting that includes the general
membership by Oct. 31, of each year or have it available at the school's front office with the
Principal’s approval.

 If your bylaws have been revised in the past year, send a copy to the Chief Financial Officer
as well as the school principal.

Texas Comptroller's Office Requirements 

 Determine whether the PTO / Booster Club has a Texas Sales Tax Permit by searching the
Texas Comptroller's information using the web link below:

Sales Taxpayer Search

Sales Taxpayer ID #: 



 If the PTO / booster club has an active or inactive sales tax permit, call the Comptroller's Office
at 1-800-531-5441 and confirm if required sales tax reports have been submitted.

 If the PTO / booster club has a Texas Sales Tax Permit, a Texas Sales Tax Report MUST be
submitted to the Comptroller's Office at least annually whether or not any taxable sales occurred.
Some organizations must file quarterly or semi-annually.

 Determine if the PTO / booster club is incorporated by calling the Secretary of State at 512-463-
5555.

 Determine whether the PTO / Booster Club had a Sales and Use Tax and Franchise Tax
Exemptions by searching the Texas Comptroller's information using the web link below:

Texas Tax-Exempt Entity Search

IRS Requirements 

 Determine whether the PTO / Booster Club has a 501(c)(3) tax-exempt status from the IRS by
searching both web links below by using the EIN or name of the organization:

Eligible to Receive Tax-Deductible Charitable Contributions 

Were Automatically Revoked

A PTO / Booster Club MUST annually file the appropriate 990 form with the IRS within 4½ months 
after the PTO / booster club official year end. 

Issue 1099 forms to applicable individuals or businesses by Jan. 31, of each year.  

If 1099 forms are issued, send information to the IRS by Feb. 28, of each year. 



Financial Responsibilities 

Accounting Controls and Procedures 

A PTO / booster club must have a President and Treasurer in order to operate.  One person cannot do both 
responsibilities since these positions act as a check and balance and provide good internal controls. 

A PTO / booster club cannot have spouses or family members hold the office of President and Treasurer 
at the same time. 

The term of office for the Treasurer should be limited to two (2) years.  Because some PTOs / booster clubs 
may have difficulty in filling this position, the PTO / booster club can vote to extend the position to a third 
term if evidence is provided that shows the Treasurer has fulfilled their duties, such as submitting required 
information to the Principal / Sponsor, the IRS, and the Texas Comptroller’s Office. 

If the term of office for the Treasurer needs to be extended beyond the third year, the position opening must 
first be communicated to the parents, such as through the school newsletter or other means.  If no one wishes 
to fill this position, then the PTO / booster club can vote to extend the term of the Treasurer if evidence is 
provided again to show that the Treasurer has fulfilled their duties. 

Remember that only active members may hold an office. 

PTOs / booster clubs should include written instructions on the recording of accounting transactions in their 
bylaws, such as accounting method (cash vs. accrual), number of authorized signers on the bank account(s), 
and number of authorized signatures required for each check. 

All transactions should be recorded in the organization’s financial records. 

The organization’s books and bank accounts should be reconciled monthly.  

PTOs / booster clubs may provide support to their school in two manners:  

a) PTO / booster club members raise funds for the school.  Funds are deposited into the organization’s
bank account.  The PTO / booster club writes a check to the school.  The school deposits the funds into
an activity fund at the school.  The funds then belong to the school, to be spent at their discretion.  The
school should issue a Contribution Acknowledgment Form and record the money received as a donation
to the school.  All accounting and safeguarding of the funds is the responsibility of the school, once the
school has received the funds.

The IRS prefers that 501(c)(3) organizations use this method, since it provides the “cleanest”
procedure to track how the PTO / booster club spends its revenues.  Using this method, the PTO’s /
Booster Club’s Financial Report would show a clear path of revenues generated and expended
exclusively for its purpose, to support the school.  In addition, this method reduces the amount of
paperwork and responsibility for the PTO / booster club related to the accounting for the revenues and
expenses of the school.

b) PTO / booster club members raise funds for the school.  Funds are deposited into the organization’s
bank account.  The PTO / booster club writes checks to the individual vendors for the expenses related
to the school through their bank account.  All accounting and safeguarding of the funds is the
responsibility of the PTO / booster club.



Bank Accounts 

PTOs / booster clubs should set up a bank account with the organization’s EIN number.  A person’s social 
security number or the district’s EIN number cannot be used to set up a bank account.   

A district employee cannot be the Treasurer or an authorized signer on the PTO’s .  

This Authorization for Signer on PTO & Booster Club Bank Accounts must be requested and received 
each school year.  The written approval must be kept on file with the Chief Financial Officer (see Forms 
in this section). 

The district recommends that at least two authorized signatures be required for each check written to assist 
in establishing good internal controls over check disbursements.  If a PTO / booster club requires two 
signatures for check disbursements, the bank account(s) should have at least three authorized signers to 
allow at least one back-up signer if one of the regular signers is not available.   

Each month, the bank statement should be received, opened, and reviewed by an officer without signature 
authority (that is not a signer) on the organization’s bank account.  This person should review checks written 
to signers, check that all activity (deposits and expenditures) seems normal, and balance seems reasonable.  
Then the bank statements would be given to the Treasurer. 

Bank account(s) should be reconciled monthly. 

PTOs / booster clubs should not use debit cards to pay for expenditures. 

Carry-Over Balances 

No rule or regulation exists concerning the amount of funds that a PTO / booster club can have in their 
account.  The PTO / booster club should have a minimum amount that would be carried over to the new 
officers so that they have some money to start the new year.  While not required, it is recommended that 
each PTO / booster club carry over approximately $2,500 from year-to-year.  Excess money should be 
“earmarked” for specific purposes, and designated as such in the Treasurer’s records.  No special forms 
need to be filed with the IRS or the district for this “earmarked” money. 

The PTO / booster club should spend the funds raised during the year that it raised the funds.  This allows 
students and parents to see the benefits from the funds raised.  The PTO / booster club may save the money 
raised over a couple years for a large item or trip.  Be sure to inform the membership of why an excess in 
funds exist.  Explain how the funds will be used. 

Collections for Specific Individuals or Families 
Although staff, students, and parents want to assist individuals and families in times of need, service 
projects or fundraisers may not be held by PTOs, booster clubs, student groups, schools, or the district for 
individuals or families for death or injuries in tragic accidents, major illnesses, fires, or any other reason.  
Collecting or raising funds for these situations must be done by the family setting up a special account at 
a financial institution.  Donations can be made by individuals or businesses by sending checks to the 
financial institution for the particular individual or family.  Also individuals or families may set up online 
accounts to receive funds.  For donors, contributions to individuals or families are not tax deductible for 
income tax purposes.  For the individuals or families, the money received is taxable.  



Conflict of Interest 

Officers and members must avoid any conflict between their personal interests and the interest of the PTO 
/ booster club.  Officers and members must avoid actual conflicts of interest and the appearance of conflicts 
of interest.  Officers and members must perform the day-to-day duties with integrity and in an ethical 
manner. 

Contributions / Donations 

Received 

PTOs / booster clubs may receive monetary or non-monetary contributions from individuals or businesses.  
In addition, those PTOs / booster clubs that have received a Determination Letter from the IRS granting 
501(c)(3) tax exemption are allowed to receive tax-deductible contributions in accordance with IRS 
Regulation 170.  To allow the individuals or businesses to deduct these contributions on their tax returns, 
the PTO / booster club must provide them the organization’s EIN and indicate that the PTO / booster club 
is a 501(c)(3) organization. 

If your organization is not a 501(c)(3), contributions or donations are not tax-deductible.  In addition, you 
must inform the individual or business that the contributions or donations are not tax-deductible. 

For contributions received, the PTO / booster club may want to send a thank you note that includes the EIN 
number for your organization.  For contributions of $250 or more, a note is required.   

For cash contributions, the thank you note should indicate the name of your organization, the date of the 
contribution, and the amount of the contribution.  

For noncash contributions, the thank you note should indicate the name of your organization, the date and 
location of the contribution, and a reasonable detailed description of the property.  The estimated value 
should not be included in the thank you note.  It is the responsibility of the individual or business that 
provided the gift to determine the value that they would report on their tax return.   

If contributor/donor requests a copy of the PTO / booster club donation letter, provide a copy to them. 

Even though contributions or donations received will ultimately support the student group at a school, the 
gift is still considered to be a gift to the PTO / booster club and not to the school or to the district. 

Quid Pro Quo Contributions Received 

According to the IRS, a charitable organization, such as a PTO / booster club that is a 501(c)(3) 
organization, must provide a written disclosure statement to donors who make a payment, described as a 
“quid pro quo contribution,” in excess of $75. 

A quid pro quo contribution is a payment made partly as a contribution and partly for goods or services 
provided to the donor by the charitable organization.  An example of a quid pro quo contribution is where 
the donor gives a PTO / booster club $100 in consideration for a concert ticket valued at $40.  In this 
example, $60 would be deductible.  Because the donor’s payment (quid pro quo contribution) exceeds $75, 
the disclosure statement must be furnished, even though the deductible amount does not exceed $75. 

Separate payments of $75 or less made at different times of the year for separate fundraising events should 
not be aggregated for the purposes of the $75 threshold. 

The required written disclosure statement must: 



1) Inform the donor that the amount of the contribution that is deductible for federal income tax purposes
is limited to the excess of any money (and the value of any property other than money) contributed by
the donor over the value of goods or services provided by the charitable organization, and

2) Provide the donor with a good-faith estimate of the value of the goods or services that the donor
received.

The PTO / booster club must furnish the statement in connection with either the solicitation or the receipt 
of the quid pro quo contribution.  If the disclosure statement is furnished in connection with a particular 
solicitation, it is not necessary for the organization to provide another statement when the associated 
contribution is actually received. 

Given 

When the PTO / booster club contributes directly to the school, the PTO / booster club should receive a 
Contribution Acknowledgment Form from either the school or the District.  A district employee should 
complete the form and give the original copy to the PTO / booster club for their records. 

Example:  Yippee PTO is funding a portion of the 5th grader’s camping trip.  The trip costs $5,000, and 
the PTO has agreed to pay $3,500 of the expense.  Therefore, the students or school must pay the remaining 
$1,500.  The $3,500 that the PTO donated is considered a contribution to the district and should be 
documented on the Contribution Acknowledgment Form. 

The school may request that a PTO / booster club provide a list of contributions made to the school.  The 
Contribution Acknowledgment Form may reference this list; thus, eliminating the need to have a form 
completed for each contribution.  The schools are required to report contributions received at least at the 
end of each semester; therefore, your school may request the list of contributions from PTOs / booster clubs 
twice a year. 

The Contribution Acknowledgment Form should be kept with the PTO’s / booster club’s financial records.  
The form can be used as substantiation to the IRS that the PTO / booster club is using the funds raised in 
the manner approved by the IRS as a 501(c)(3) organization. 

If students from the PTO’s / booster club’s school are being transferred to a new school, the PTO / booster 
club may donate funds to the feeder school’s PTO / booster club.  The amount donated may be calculated 
based on the amount of students transferring to the feeder school.  The total amount donated is up to the 
PTO / booster club. 

Corporation Reporting 

A nonprofit corporation is required by law to file an informational report not more than once every four 
years upon request by the Secretary of State.  The report provides information regarding the corporation’s 
registered agent and registered office (preferably the Principal / Sponsor and school address), and the names 
and addresses of its current officers, and is required regardless of the corporation’s tax status.  Once 
requested, the report must be completed and filed with the Secretary of State to avoid termination of the 
corporation. 

Expenses 

For expenses of the PTO / booster club, the appropriateness of an expense depends on the purpose of the 
organization.  A PTO would focus on the school as a whole; whereas, a booster club would focus on a 
particular student activity.   



A PTO / booster club should not have a PayPal account that is used for purchases.  Funds may be used for 
expenses for the normal operation of the PTO / booster club and funds may be used for the following: 

 Door prizes at meetings through a drawing

 Old / New Officer Luncheon, if amount is reasonable

 Old / New Officer Luncheon for Principal and Assistant Principal, if amount is reasonable

 Assistance in providing a conducive learning environment including:
 Instructional materials and equipment for the school / school program
 Playground equipment for the school
 Books for the school library

 Provide incentives to teachers and staff for staff morale and recognition (by the PTOs) such as:
 Gift certificates to staff through a drawing
 Gift certificates to teachers for school supplies through a drawing

The funds raised or donations received by a PTO / booster club may be used for the following immaterial 
items: 

 Food and drinks at meetings

 Paper products at meetings

 Hard candy at the Volunteer Sign-in Desk

 Drinks for volunteers at Summer Registration

 Pens and pads at Volunteer Orientation and Appreciation

 Sympathy cards to officers – Loss of immediate family members

 Sympathy cards to staff at school – Loss of immediate family member

 End of Year Awards to Volunteers – Every volunteer that worked a certain amount of time would
receive the award

The PTO / booster club funds cannot be used for: 

 Gifts to Principals / Sponsors

 Gifts to the President / Officers

 Gifts to Retiring School Administrators

 Old / New Officer Luncheon, if amount is not reasonable

 Old / New Officer Luncheon for Principal and Assistant Principal, if amount is not reasonable

 Alcohol

Please note that amounts expended for PTO / booster club officers are under stricter guidelines by the IRS 
than other members of the PTO / booster club or school staff. 



Financial Aid Guidelines 

Tax-exempt organizations must benefit a group as a whole instead of benefiting individual members of a 
group.  Since PTOs / booster clubs usually assist schools, all students of the school are to be treated equally 
and receive the same opportunity to benefit from the PTO’s / booster club’s assistance. Therefore, one 
student cannot receive a greater benefit than another unless the criteria for financial need discussed below 
is met. 

In some instances, individuals may not be able to afford to pay the amount owed to participate in a particular 
event.  The IRS has indicated that a group or club may establish criteria that could be used to determine if 
a person is in financial need.  If the criteria is met, the group or club could provide the necessary funds to 
allow the individual to participate.  The criteria should be established in writing prior to a particular situation 
arising.  In addition, the criteria should be used consistently for all people, and the criteria remains consistent 
and it should not change each year based on a particular student or family. 

Financial and Review Reports 

Each year PTOs / booster clubs are required to submit a written report of actual revenues and 
expenditures for that school year to the Principal, Sponsor and Chief Financial Officer by Sept. 15, of the 
following year.  The Financial Report and Review Report are not audited by the District. 

The Financial Report and the Review Report must be presented at a PTO / booster club meeting that 
includes its general membership by Oct. 31, of each year, or a copy should be available at the school’s front 
desk for review. 

Financial Report 

The Treasurer should prepare a written PTO / Booster Club Financial Report and should ensure that the 
Financial Report includes: 

 Name of school, name of PTO / booster club, and the time period covered in the report.

 Actual revenues and expenditures for the applicable school year.  The current year report should start
at the point in time where the prior year report ended.

Since PTOs / booster clubs may start their new year at various times, the time period used for reporting
actual revenues and expenditures may vary from organization to organization; however, the individual
PTOs / booster clubs should try to be consistent in the time period they use from year to year.

 Name, title, and signature of person who prepared the report.

 Date the report was prepared.

The following examples of Financial Reports are included in this section (see pages 18-20): 

 Type 1 (easiest to prepare) – This example is a cash basis financial report that includes the beginning
and ending cash balances for the year.  Money received is usually shown as income and money paid is
usually shown as an expense.

The beginning cash balance for the current year should agree to the ending cash balance from the prior
year.



Mailing Address 

If the mailing address for the PTO / booster club changes, immediately notify the district, the Texas 
Secretary of State, the Texas Comptroller’s Office, and the IRS.  To avoid frequent mailing address changes, 
the IRS and the Texas Comptroller’s Office recommend that each PTO / booster club obtain its own post 
office box (PO Box) or private mailing box (PMB) to be used for official PTO / booster club mail.  This 
address and box keys can be given easily to the new officers at the beginning of the year. 

The school’s address may be used as the PTO’s / booster club’s official address.  The PTO / booster club 
should be aware that it may not receive mail in a timely manner when the school is closed (i.e., summer 
vacation and some holidays).   

Please understand the importance of maintaining a consistent mailing address for the PTO / booster club.  
First, you will save time since you will not have to update your address each year to the district, the Texas 
Secretary of State, the Texas Comptroller’s Office, the IRS, and your bank as you would if you used 
someone’s home address.  

Second, PTOs / booster clubs receive several important documents from these agencies throughout the year, 
and if the address changes frequently, some of these documents could be lost or misplaced.  The IRS mails 
forms and other correspondence to PTOs / booster clubs periodically.  If these forms are not completed and 
returned to the IRS within a specific time period, a PTO / booster club could lose their tax-exempt status 
and possibly face fines and penalties.  

The district does not recommend using a home address since officers change frequently. 

Form 8822-B is available to you for reporting a change of address to the IRS.  

Members 

Active members should include those individuals that are parents, guardians, step-parents, or grandparents 
of a student at the school and that are current in their dues.  Active members may also include individuals 
from a business partner or community organization that is involved in the Adopt a School Program.  Only 
active members should have the ability to vote or hold an office.  Other individuals may volunteer for 
the PTO / booster club, but cannot vote or hold an office.  “Members” should be defined in the PTO’s / 
booster club’s bylaws. 

Membership Dues 

PTOs / booster clubs may charge dues to their members (the parents and teachers); however, parents and 
teachers do not have to be members of the PTO / booster club for their child(ren) or students to receive 
benefits from PTO / booster club activities.  Membership dues are separate from the expenses incurred 
by a student for an activity (i.e., trip expense).  Membership dues are associated with the parents being 
part of the PTO / booster club and are in no way associated with student expenses.  The amount is decided 
and voted upon by the PTO / Booster Club Board. 

Money Handling Procedures 

Money refers to cash, checks, money orders, or cashier’s checks.  The following are suggestions related to 
handling money to assist in ensuring proper accountability. 

Receiving Money 
 The person receiving the money while in the presence of the person turning in the money should
count all money received (face-to-face verification).



 The person receiving the money should give a receipt to the person delivering the money (both parties
should retain their copy of the receipt).

 Any checks received should be restrictively endorsed immediately.

 Post-dated checks should not be accepted from any source.

 Receipts should indicate whether cash, check, money order, or cashier's check was received; date of
the receipt; and signature of person receiving the money.

 If a money order or cashier's check is received, the receipt should indicate the total check amount; brand
name of the money order or the issuing bank's name of the cashier's check; and the complete check or
money order number.  If a copy of the money order or cashier's check is made, the inclusion of this
additional information on the receipt is not necessary.

 Copies or 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.

Recording and Depositing Money 

 Prior to depositing money, at least two people should count the money.  The money should be counted
at the school.  Do not take any money home.

 All money should be delivered to the PTO / Booster Club Treasurer to deposit funds daily.  When face-
to-face verification cannot be done at the time the money is turned in, the money should be put in a
sealed tamper-proof bag or a sealed envelope with the name of the person turning in the money, date,
and the reason money was collected.  The Treasurer should also sign and date the sealed bag or envelope
and then secure it in the safe until a face-to-face count can be done.

 Receipts should be reconciled with all money turned in and deposited.

 Money received should only be deposited in the PTO’s / booster club’s account(s).

 Deposit slips should be retained and reconciled monthly to the account.

Disbursing Money 

 Require two signatures on each check.

 "Blank" checks should never be issued and checks should never be pre-signed.

Safeguarding Money 

 Have people that handle money bonded by purchasing fidelity insurance (see Fundraising Guidelines).
This protects against embezzlement, but not theft.

 Do not keep any money in an unlocked drawer, unlocked filing cabinet, vehicle, or other unsecured
place.  Consider purchasing a safe for the PTO / booster club (see Safe section below).

 Do not store the records of the money received (i.e., receipts, copies of checks) in the same place as the
money.  If records and money are stored together and a theft occurs, the record of the money may be
taken along with the money.  Subsequently, determination and recovery of losses would be more
difficult.



 Money received and not yet deposited should not be used for purchases, check cashing, loans, advances,
reimbursements, or for any other purpose.

 All unused checks should be kept safe and secure at all times.

 The sequence of check numbers should be accounted for when reconciling the bank statement to the
PTO’s / booster club's books.

 Do not keep money in the school’s safe.  Safes are available for PTOs to purchase.  The school/District
is not responsible for any damage or loss of PTO money kept at the school whether it is held in a PTO
safe located at the school or not.

 Issuing checks payable to "Cash" or to the “Sponsor” should be avoided.  The IRS may examine these
transactions in more detail than other transactions.  If a check must be payable to "Cash" or to the
“Sponsor,” keep detailed documentation of the expense or use of the funds.

Paying and Reporting of Workers 

Any individual including a district employee who is hired by the PTO / booster club must be paid directly 
by the PTO / booster club and not through the district.  There are many technical and legal issues that arise 
if they are paid by the district.  These issues include overtime pay; use of weighted average hourly rates; 
payment of TRS, taxes, and other benefits; and the advancing of district funds that is prohibited by law. 

In some situations, PTOs / booster clubs that hold events at district facilities may be charged for staff that 
must be on hand for the event or to clean up after an event.  The pay appropriately is done through the 
district through the facilities use charges.  These employees are doing work for the district and not the PTO 
/ booster club. 

Remember that federal law requires that a PTO / booster club paying $600 or more to an individual during 
any calendar year must account for this income through the issuance of a 1099 form.  This includes an 
individual who is paid $600 or more for “cultural arts events.”  The PTO / booster club will need to get 
social security numbers from all workers.  This can be done by having them complete a W-9 form.  It is 
best to have the W-9 completed before paying the worker. 

Also remember that the PTO / booster club is responsible for its volunteers and workers during PTO / 
booster club events or activities, including injury or theft. 

Certain district employees cannot be hired by a PTO / booster club to perform work that includes the 
handling of money.  These positions include Principals, Financial Secretaries, and Principal Secretaries. 



Record Retention 

PTOs / booster clubs should establish a record file that is passed to the new officers each year.  Some items 
need to be kept indefinitely while other items only need to be kept for a certain length of time. 

The record file should contain at least the following items on a permanent basis: 

Permanent Records 

Internal Records: 

 Certificate of Formation (formerly called “Articles of Incorporation”) / Articles of Association

 Bylaws/Charter/Constitution

 Minutes from meetings

State Records: 

 Sales Tax Permit Application (if applicable)

 Sales Tax Permit

 Certificate of Formation of Nonprofit Corporation from the State of Texas (if applicable)

 State Sales Tax Exemption Notification

 State Franchise Tax Exemption Notification (if incorporated)

Federal Records: 

 Copy of IRS Form SS-4, Application for Employer Identification Number

 Copy of IRS Form 1023, Application for Recognition of Exemption, with all attachments

 Copy of IRS Form 8718, User Fee for Exempt Organization Determination Letter Request, and copy
of check sent to IRS with this form

 Determination Letter

For non-permanent records, the Texas Comptroller’s Office and the IRS have different retention periods as 
discussed below.  In addition, certain circumstances, such as fraud, would allow the retention period to be 
extended beyond the normal requirement. 

According to the Texas Comptroller’s Office, this office has four (4) years from the date the tax becomes 
due and payable in which to assess the liability.  This statute of limitations may be extended beyond the 
four (4) years, if an agreement is made in writing between the Texas Comptroller’s Office and the PTO / 
booster club.  In cases of fraud, or if the sales tax returns have not been filed, the statute of limitations 
does not apply and the Texas Comptroller’s Office may assess and collect taxes, penalties, and interest at 
any time.   



The statute of limitations does not apply when information contained in the sales tax report contains 
a gross error and the amount of tax due and payable after the error is corrected is 25% or more than the 
amount initially reported.  In addition, other exceptions to the statute of limitations may apply. 

According to the IRS, PTOs / booster clubs must keep each annual information return (i.e., Form 990, Form 
990-EZ, or 990-N) for 3 years from the date the form is required to be filed or from the date the form is
actually filed, whichever is later.  However, if fraud is suspected or if returns have not been filed as
applicable, the IRS could request information prior to the 3-year period discussed above.

In considering the requirements of the Texas Comptroller’s Office and the IRS, the record file should 
contain at least the following items for a minimum of five (5) years (current year and the four (4) previous 
years). 

Non-permanent Records 

Internal Records 

 Financial Reports and Review Reports

 All financial backup including checkbook and banks records

 Information related to contributions received by a PTO / Booster Club from individuals or businesses

 Financial Aid Guidelines

State Records 

 Sales Tax Reports Filed

 Copy of correspondence with the Texas Secretary of State and the Texas Comptroller’s Office

Federal Records 

 Copy of IRS Forms 990, 990-EZ, or 990-N filed

 Copy of correspondence with the IRS

Before discarding any records, confirm with the Texas Comptroller’s Office and the IRS that your 
organization is in good-standing and that no open items or issues exist related to the time period involving 
the records that you would like to discard. 

According to IRS disclosure requirements, if someone requests to view any of your tax applications, forms 
filed, or tax returns, you must provide complete copies of the material. 

You may charge a nominal fee for copying, not to exceed the current governmental rate. 



Sales Tax 

Two (2) “One-Day, Tax-Free” Sales Days 

PTOs / booster clubs with the sales tax exemption are entitled to two (2) “one-day, tax-free” sales or 
auctions per calendar year.  One day is counted as 24 consecutive hours and a calendar year is the 12-month 
period from January through December.  Either the date on which the items are delivered by the vendor to 
the PTO / booster club or the day on which the PTO / booster club delivers the items to its customers may 
be designated as the one-day tax-free sale day. 

When a PTO / booster club raises funds by acting as a sales representative / agent for a for-profit retailer 
(i.e., catalog sale) the PTO / booster club is not responsible for reporting and paying sales tax.  The PTO / 
booster club is not considered to be the seller and cannot use a tax-free sale day for these type of sales. 
These type of sales are taxable; therefore, sales tax must be collected for items sold unless they are tax-
exempt by law.  For instance, gift wrap is taxable, but cookie dough is tax-exempt by law.  The vendor 
should remit the applicable sales tax to the Texas Comptroller’s Office. 



Below is a list of some items that are taxable and tax-exempt. 

Taxable 

 Auctions and Silent Auctions (Unless the item is tax-exempt by law)
 Calendars and Day Planners
 Candles
 Catalog Sales (Unless the item is tax-exempt by law)
 Clothing
 Flowers and Plants
 Gift Wrap Paper, Balloons, etc.
 Magazines - when sold individually
 Magazine Subscriptions sold for less than 6 months
 Pennants
 Garage Sales
 School Store Items
 Spirit Items
 Stationery
 Yard Signs

Tax-Exempt 
 Advertisement Sales
 Admissions
 Discount / Entertainment Cards and Books
 Food sold as a fundraiser with proceeds to be used by the organization
 Magazine Subscriptions greater than 6 months
 Services - Car Wash, Cleaning
 Yearbooks – only if organization keeps publishing rights

Reporting Requirements 

The Texas Comptroller’s Office requires that PTOs / booster clubs file at least one sales tax report per 
calendar year.  The frequency of filing the sales tax report is determined by the Texas Comptroller’s Office.  
The amount of anticipated sales tax payments affects the frequency of reporting.  The sales tax reports may 
be due monthly, quarterly, or annually.  Some older PTOs / booster clubs might have reports due on a 
seasonal basis (semi-annually).   

Since sales tax payments may vary from year to year, the frequency of reporting can also change.  The 
Texas Comptroller’s Office will generally communicate changes in filing requirements to the PTOs / 
booster clubs in writing.  In addition, the Texas Comptroller’s Office will generally mail the required 
reporting form and information to organizations that have obtained a Sales Tax Permit. 

Even if your PTO / Booster Club did not make any sales or all sales were nontaxable, a sales tax report 
must be filed. 

For fundraisers in which sales tax must be collected, the PTO / booster club can sell items at a certain price 
plus sales tax or sales tax may be included in the price.  Including sales tax in the price and having the price 
an even amount such as $10.00 or $10.50 is an easy method to use; however, you need to be careful to 
avoid paying sales tax on sales tax. 



If your sales price included sales tax, you need to do the following calculation to determine your correct 
amount of sales and sales tax: 

Total Sales Amount divided by (1.0 + Tax Rate) = Sales Amount Excluding Tax 

EXAMPLE: 

Total sales are $1,000 including tax.  Tax rate is 8.25% or .0825. 

$1,000 ÷ 1.0825 = $923.79 Taxable Sales 

$923.79 x .0825 = $76.21 Sales Tax 

$923.79 + $76.21 = $1,000.00 Gross Amount Collected 

Your customer must be informed that you are charging sales tax.  A posted sign or a statement on a receipt 
indicating that tax is included in the sales price may be used. 

Additional information regarding exemptions may be found on the Texas Comptroller’s website. 

Student Fines and Fees List 

If a student or parent owes money to a PTO / booster club, the amount owed can be included on the school’s 
Student Fines and Fees List.  The money owed should be paid to the PTO / booster club and not to the 
school.  The PTO / booster club should keep the school updated on money received related to the PTO / 
booster club items included on the Student Fines and Fees List. 

Suspending a PTO / Booster Club 

Some PTOs / booster clubs may have insufficient support to maintain an organization or another significant 
event may occur such as the organization’s 501(c)(3) tax-exempt status is revoked by the IRS has revoked.  
In these instances, suspending the operations of the PTO / booster club may be needed.  The suspension 
may be voted on by organization or the decision may be made by the Principal.  The suspension must be 
noted in the records of the organization.  In suspending a PTO / booster club, the organization may become 
active once parent support is sufficient or once significant events have been rectified. 

Before suspending the operations of a PTO / booster club, discuss the situation with the Principal / Sponsor. 
Then contact the Internal Audit Department for further guidance since certain steps must be taken related 
to the District, the State, and the IRS to properly suspend the organization. 

Treasurer’s Report 

At each PTO / booster club meeting that includes its general membership, the Treasurer must present a 
written Treasurer’s Report of the money received and expended since the last report.  If monthly PTO / 
booster club meetings are not held, then a Treasurer’s report should be prepared monthly.  With the 
Principal’s approval, a copy of the Treasurer’s Report should be kept at the school’s front office for review. 




