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PPARTART I: II: INTRODUCTIONNTRODUCTION

 ProperProper accountabilityaccountability forfor schoolschool fundsfunds generatedgenerated throughthrough
studentstudent activitiesactivities isis mostmost likelylikely notnot eveneven inin thethe toptop tenten
mostmost importantimportant responsibilitiesresponsibilities ofof schoolschool administratorsadministrators..
 ThisThis isis whywhy schoolschool principalsprincipals relyrely soso heavilyheavily onon schoolschool

fifi llfinancefinance personnelpersonnel..

 MostMost schoolschool administratorsadministrators havehave notnot eveneven beenbeen exposedexposed
toto schoolschool financefinance throughthrough theirtheir educationaleducational leadershipleadership
programsprograms..

 AndAnd ifif exposedexposed toto somesome finance,finance, unfortunatelyunfortunately itit isis notnot
relevantrelevant toto individualindividual schoolsschools..

PPARTART I: II: INTRODUCTIONNTRODUCTION

 UnlessUnless youryour principalprincipal hashas aa financialfinancial backgroundbackground oror aa
financialfinancial mind,mind, financefinance andand budgetingbudgeting isis neitherneither excitingexciting
nornor fascinatingfascinating..

 However,However, soundsound financialfinancial reportingreporting andand budgetingbudgeting isis
i li l hh ff ll iiessentialessential toto thethe successsuccess ofof everyevery governmentalgovernmental entityentity

 andand isis essentialessential toto keepingkeeping youryour principalprincipal andand perhapsperhaps
youyou outout ofof “orange“orange oror stripes”stripes”..

 AndAnd II amam notnot referringreferring toto

 NN..YY.. YankeeYankee PinstripesPinstripes oror

 TennesseeTennessee OrangeOrange
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PPARTART I: II: INTRODUCTIONNTRODUCTION

ItIt isis essentialessential thatthat youryour principalprincipal hashas aa workingworking
knowledgeknowledge andand aa soundsound understandingunderstanding ofof whatwhat isis
expectedexpected ofof him/herhim/her whenwhen anyany employeeemployee ofof youryour schoolschool
(or(or anyoneanyone representingrepresenting youryour schoolschool)) collectscollects fundsfunds inin
thethe namename ofof thethe schoolschool oror representingrepresenting thethe schoolschool fromfrom
anyany sourcesource..

SSECTIONECTION II: GII: GENERALENERAL PPRINCIPLESRINCIPLES OFOF THETHE

TTENNESSEEENNESSEE IINTERNALNTERNAL SSCHOOLCHOOL UUNIFORMNIFORM

AACCOUNTINGCCOUNTING PPOLICYOLICY MMANUALANUAL

Games of ChanceGames of Chance

GGAMESAMES OFOF CCHANCEHANCE

 AllAll gamesgames ofof chance,chance, exceptexcept thosethose conductedconducted byby thethe
StateState ofof Tennessee,Tennessee, areare prohibitedprohibited byby thethe StateState
ConstitutionConstitution..

 Therefore,Therefore, cakecake walks,walks, ticketticket salessales withwith drawingsdrawings totogg
splitsplit thethe pot,pot, andand thethe likelike areare notnot legallegal withinwithin thisthis
StateState..

 StateState RepresentativeRepresentative
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GGAMESAMES OFOF CCHANCEHANCE

ArticleArticle XI,XI, SectionSection 55 provides,provides, inin part,part, “The“The LegislatureLegislature
shallshall havehave nono powerpower toto authorizeauthorize lotterieslotteries forfor anyany
purpose,purpose, andand shallshall passpass lawslaws toto prohibitprohibit thethe salesale ofof
lotterylottery ticketstickets inin thisthis state,state,

 exceptexcept thatthat thethe legislaturelegislature maymay authorizeauthorize aa statestate
lotterylottery ifif thethe netnet proceedsproceeds ofof thethe lottery’slottery’s revenuesrevenues areare
allocatedallocated toto provideprovide financialfinancial assistanceassistance toto citizenscitizens ofof
thisthis statestate toto enableenable suchsuch citizenscitizens toto attendattend postpost--
secondarysecondary educationaleducational institutionsinstitutions locatedlocated withinwithin thisthis
statestate……

GGAMESAMES OFOF CCHANCEHANCE

AllAll otherother formsforms ofof lotterylottery notnot authorizedauthorized hereinherein areare
expresslyexpressly prohibitedprohibited unlessunless

 authorizedauthorized byby aa twotwo--thirdsthirds votevote ofof allall membersmembers
electedelected toto eacheach househouse ofof thethe GeneralGeneral AssemblyAssembly forfor ananyy
annualannual eventevent operatedoperated forfor thethe benefitbenefit ofof aa 501501(c)((c)(33))
organizationorganization locatedlocated inin thisthis state,state, asas defineddefined byby thethe
20002000 UnitedUnited StatesStates TaxTax CodeCode oror asas maymay bebe amendedamended
fromfrom timetime toto timetime..””

GGAMESAMES OFOF CCHANCEHANCE

 SchoolsSchools areare notnot §§501501 organizationsorganizations..

 SchoolSchool districtsdistricts werewere notnot createdcreated byby thethe IRSIRS..

 SchoolSchool districtsdistricts werewere createdcreated oror authorizedauthorized byby thethe
GeneralGeneral AssemblyAssembly eithereitherGeneralGeneral AssemblyAssembly eithereither

 whenwhen countiescounties werewere recognizedrecognized oror

 byby approvalapproval ofof charterscharters asas inin citycity schoolsschools oror

 byby approvalapproval ofof specialspecial legislationlegislation asas inin specialspecial
schoolschool districtsdistricts..
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GGAMESAMES OFOF CCHANCEHANCE

 ToTo conductconduct aa lottery,lottery, permissionpermission mustmust bebe obtainedobtained..

 RememberRemember:: TheThe schoolschool principalprincipal isis ultimatelyultimately
responsibleresponsible forfor allall activitiesactivities withinwithin aa school,school, eveneven
thosethose conductedconducted byby outsideoutside organizationsorganizations..yy gg

 WhatWhat aboutabout aa pokerpoker tournamenttournament conductedconducted byby
properlyproperly approvedapproved schoolschool supportsupport organizationorganization
takingtaking placeplace inin thethe schoolschool gym?gym?

SSECTIONECTION VIII: SVIII: SCHOOLCHOOL FFEESEES

 AP World History: $130 AP World History: $130 
textbooktextbook

 AP Geography: $91 textbookAP Geography: $91 textbook

 Honors French: $32 workbookHonors French: $32 workbook

 AP Latin: $26 workbookAP Latin: $26 workbook

 ConstitutionConstitution

 State LawState Law

 State Board Rules and State Board Rules and 
RegulationsRegulations AP Latin: $26 workbookAP Latin: $26 workbook

 Food Trends: $25 for groceriesFood Trends: $25 for groceries

 6th Grade World Studies: $10 6th Grade World Studies: $10 
atlasatlas

 Science classes: $12 average Science classes: $12 average 
lab fee lab fee 

RegulationsRegulations

 Tennessee Attorney Tennessee Attorney 
General OpinionGeneral Opinion

SSCHOOLCHOOL FFEESEES

 SchoolsSchools chargingcharging studentsstudents schoolschool feesfees isis notnot justjust anan
issueissue inin TennesseeTennessee oror thethe UnitedUnited StatesStates.. TheseThese areare justjust
somesome ofof thethe mostmost recentrecent headlinesheadlines
 CaliforniaCalifornia studentsstudents getget newnew protectionsprotections againstagainst publicpublic

schoolschool feesfees

 ACLUACLU lawsuitlawsuit:: PublicPublic schoolschool feesfees areare unconstitutionalunconstitutional

 SchoolSchool feesfees frustratefrustrate familiesfamilies

 SchoolSchool FeesFees AreAre IllegalIllegal

 AbolishingAbolishing SchoolSchool FeesFees inin AfricaAfrica
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CCONSTITUTIONALONSTITUTIONAL LLAWAW

TennesseeTennessee Constitution,Constitution, ArtArt.. XI,XI, §§1212 provides,provides, inin part,part,
“The“The statestate ofof TennesseeTennessee recognizesrecognizes thethe inherentinherent valuevalue ofof
educationeducation andand encouragesencourages itsits supportsupport.. TheThe GeneralGeneral
AssemblyAssembly shallshall provideprovide forfor thethe maintenance,maintenance, supportsupport
andand eligibilityeligibility standardsstandards ofof aa systemsystem ofof freefree publicpublic
schoolsschools..””

SSTATETATE SSTATUTETATUTE

TCATCA §§4949--22--110110(c)(c) provides,provides, “The“The schoolschool shallshall notnot
requirerequire anyany studentstudent toto paypay aa feefee toto thethe schoolschool forfor anyany
purpose,purpose, exceptexcept asas authorizedauthorized byby thethe boardboard ofof
educationeducation,, andand nono feesfees oror tuitionstuitions shallshall bebe requiredrequired ofof
anyany studentstudent asas aa conditioncondition toto attendingattending thethe publicpublic schoolschool
oror usingusing itsits equipmentequipment whilewhile receivingreceiving educationaleducational
trainingtraining (emphasis(emphasis added)added)..””

 IsIs thisthis consistentconsistent withwith thethe Constitution?Constitution?

SSTATETATE BBOARDOARD OFOF EEDUCATIONDUCATION RRULEULE

ToTo thisthis end,end, StateState BoardBoard ofof EducationEducation RuleRule 05200520--0101--0303--
..0303 hashas beenbeen revisedrevised andand provides,provides, inin part,part, “No“No feesfees maymay
bebe requiredrequired ofof anyany student,student, regardlessregardless ofof financialfinancial statusstatus
(including(including eligibilityeligibility forfor freefree oror reducedreduced priceprice lunch),lunch), asas
aa conditioncondition ofof attendingattending publicpublic schoolsschools oror usingusing itsits
equipmentequipment whilewhile receivingreceiving educationaleducational trainingtraining..””

 WhatWhat aboutabout thethe statutestatute providingproviding ““exceptexcept asas
authorizedauthorized byby thethe boardboard ofof educationeducation……””
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SSTATETATE BBOARDOARD OFOF EEDUCATIONDUCATION RRULEULE

SchoolSchool feesfees areare defineddefined asas

1.1. feesfees forfor activitiesactivities thatthat occuroccur duringduring regularregular schoolschool
hours,hours, includingincluding fieldfield trips,trips, anyany portionportion ofof whichwhich fallfall
withinwithin thethe schoolschool dayday (emphasis(emphasis added)added);;yy ( p( p ))

2.2. feesfees forfor activitiesactivities andand suppliessupplies requiredrequired toto participateparticipate
inin allall coursescourses offeredoffered forfor creditcredit oror grade,grade, includingincluding
interscholasticinterscholastic athleticsathletics andand marchingmarching bandband ifif takentaken
forfor creditcredit inin accordanceaccordance withwith locallocal boardboard policiespolicies;;

SSTATETATE BBOARDOARD OFOF EEDUCATIONDUCATION RRULEULE

3.3. feesfees oror tuitiontuition applicableapplicable toto coursescourses takentaken forfor creditcredit oror
gradegrade duringduring thethe summersummer byby aa studentstudent;; exceptexcept thatthat
nonnon--residentresident studentsstudents regularlyregularly enrolledenrolled inin anotheranother
schoolschool systemsystem maymay bebe requiredrequired toto paypay feesfees oror tuitiontuition
forfor suchsuch summersummer coursescourses;;

4.4. feesfees requiredrequired forfor graduationgraduation ceremoniesceremonies;;

5.5. feesfees forfor aa copycopy ofof thethe student’sstudent’s recordrecord;; andand

SSTATETATE BBOARDOARD OFOF EEDUCATIONDUCATION RRULEULE

6.6. refundablerefundable securitysecurity depositsdeposits collectedcollected byby aa schoolschool forfor
useuse ofof schoolschool propertyproperty forfor coursescourses offeredoffered forfor creditcredit
oror grade,grade, includingincluding interscholasticinterscholastic athleticsathletics andand
marchingmarching bandband ifif takentaken forfor creditcredit inin accordanceaccordance withwith
locallocal boardboard policiespolicies..
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TTENNESSEEENNESSEE AATTORNEYTTORNEY GGENERALENERAL

InIn opinionopinion 0303--116116,, thethe TennesseeTennessee AttorneyAttorney GeneralGeneral setset
forthforth aa threethree--partpart testtest toto determinedetermine whatwhat constitutesconstitutes aa
schoolschool feefee

1.1. waswas thethe feefee approvedapproved byby thethe boardboard ofof educationeducation;;pppp yy

2.2. doesdoes thethe feefee affectaffect thethe student’sstudent’s accessaccess toto educationeducation;;
andand

3.3. doesdoes thethe feefee concernconcern useuse ofof schoolschool equipmentequipment usedused
whilewhile receivingreceiving educationaleducational trainingtraining..

WWHATHAT DDOESOES AALLLL OFOF TTHISHIS MMEANEAN??

 AA schoolschool shouldshould nevernever collectcollect anythinganything resemblingresembling aa
feefee unlessunless thethe locallocal boardboard hashas approvedapproved suchsuch
collectioncollection (this(this takestakes thethe schoolschool “off“off thethe hook”)hook”)..

 AskAsk thosethose importantimportant questionsquestions::pp qq

1.1. DoesDoes thethe feefee affectaffect thethe student’sstudent’s accessaccess toto
education?education? DoesDoes thethe activityactivity occuroccur duringduring thethe
schoolschool day?day? DoesDoes thethe studentstudent receivereceive credit?credit?

2.2. DoesDoes thethe feefee concernconcern useuse ofof schoolschool equipmentequipment usedused
whilewhile receivingreceiving educationaleducational training?training?

WWHATHAT DDOESOES AALLLL OFOF TTHISHIS MMEANEAN??

 InIn thethe past,past, schoolschool systemssystems chargedcharged studentsstudents feesfees forfor
admissionadmission toto parksparks oror eventsevents visitedvisited duringduring fieldfield tripstrips
oror aa shareshare ofof thethe transportationtransportation costscosts forfor thosethose tripstrips..

 ItIt isis permissiblepermissible toto requestrequest thatthat studentsstudents oror theirtheirpp qq
parentsparents contributecontribute towardtoward thethe costcost ofof aa fieldfield trip,trip, butbut itit
isis notnot permissiblepermissible toto requirerequire thatthat feefee oror toto denydeny aa
studentstudent participationparticipation forfor nonpaymentnonpayment ifif anyany portionportion ofof
thethe fieldfield triptrip occursoccurs duringduring anan instructionalinstructional schoolschool dayday
oror ifif participationparticipation isis requiredrequired forfor aa gradegrade oror creditcredit..
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WWHATHAT DDOESOES AALLLL OFOF TTHISHIS MMEANEAN??

 TheThe rulerule appliesapplies equallyequally forfor thosethose studentsstudents whowho dodo
notnot havehave freefree oror reducedreduced mealmeal statusstatus..

 TheThe rulerule doesdoes not,not, however,however, appearappear toto extendextend toto
extracurricularextracurricular activities,activities, eveneven ifif anan extracurricularextracurricular
activityactivity maymay occuroccur onon anan irregularirregular basisbasis duringduring thethe
schoolschool dayday ((ii..ee..,, optionaloptional clubs)clubs)..

WWHATHAT DDOESOES AALLLL OFOF TTHISHIS MMEANEAN??

 TheThe keykey isis whetherwhether thethe studentstudent simplysimply hashas toto paypay aa feefee
toto bebe involvedinvolved inin thethe activityactivity..

 IfIf yes,yes, thethe schoolschool cannotcannot requirerequire paymentpayment ofof thethe
feefee..

 SimplySimply put,put, thethe StateState ConstitutionConstitution andand statutorystatutory lawslaws
ofof thethe StateState ofof Tennessee,Tennessee, asas interpretedinterpreted byby thethe StateState
AttorneyAttorney General,General, prohibitprohibit schoolsschools fromfrom requiringrequiring
anyany student,student, regardlessregardless ofof income,income, fromfrom beingbeing
chargedcharged aa feefee asas aa conditioncondition ofof attendingattending thethe publicpublic
schoolsschools ofof TennesseeTennessee..

WWHATHAT DDOESOES AALLLL OFOF TTHISHIS MMEANEAN??

ItIt isis additionallyadditionally importantimportant toto notenote that,that, toto thethe bestbest ofof
mymy knowledge,knowledge, nono courtcourt hashas issuedissued anan opinionopinion onon thisthis
mattermatter..

 InIn allall situationssituations involvinginvolving constitutionalconstitutional andand statutorystatutorygg yy
lawlaw matters,matters, consultconsult youryour locallocal boardboard attorneyattorney..

 DidDid ourour forefathersforefathers envisionenvision allall ofof thisthis controversy?controversy?

 FrequentlyFrequently askedasked questionsquestions –– httphttp:://www//www..tntn..gov/gov/
sbesbe//..
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SSECTIONECTION X: EX: EXPENDITURESXPENDITURES/D/DISBURSEMENTISBURSEMENT

OFOF FFUNDSUNDS

 Guiding PrinciplesGuiding Principles

 Gift Cards/AwardsGift Cards/Awards Gift Cards/AwardsGift Cards/Awards

GGUIDINGUIDING PPRINCIPLESRINCIPLES

 Most common question: What can be purchased with Most common question: What can be purchased with 
general student activity funds?general student activity funds?

 This is the easiest and hardest question to answer.This is the easiest and hardest question to answer.

 General FundsGeneral Funds –– ManualManual Section 4, Title 1Section 4, Title 1General Funds General Funds ManualManual Section 4, Title 1Section 4, Title 1

GGUIDINGUIDING PPRINCIPLESRINCIPLES

 AllAll expendituresexpenditures fromfrom thethe generalgeneral fundfund mustmust

 benefitbenefit thethe schoolschool oror

 mustmust contributecontribute toto thethe welfarewelfare ofof thethe studentstudent bodybody

 (all(all expendituresexpenditures mustmust satisfysatisfy thisthis either/oreither/or (all(all expendituresexpenditures mustmust satisfysatisfy thisthis either/oreither/or
testtest……ifif not,not, youyou willwill havehave problems)problems) andand

 supplement,supplement, notnot replacereplace,, fundsfunds necessarynecessary toto fulfillfulfill
thethe locallocal board’sboard’s obligationobligation toto provideprovide anan
instructionalinstructional program,program, property,property, equipment,equipment, andand
salariessalaries..
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GGUIDINGUIDING PPRINCIPLESRINCIPLES

 WhatWhat isis thethe locallocal board’sboard’s responsibility?responsibility?

 ……differentdifferent forfor everyevery schoolschool systemsystem..

 CopyingCopying machinemachine vv.. donationsdonations exampleexample……

GGUIDINGUIDING PPRINCIPLESRINCIPLES

 ExpendituresExpenditures meetingmeeting thesethese criteriacriteria areare restrictedrestricted inin
purposepurpose onlyonly asas directeddirected byby thethe boardboard ofof education,education,
generalgeneral lawslaws andand regulations,regulations, andand schoolschool policiespolicies..

 ProhibitedProhibited expendituresexpenditurespp

1.1. staffstaff developmentdevelopment andand

2.2. traveltravel associatedassociated withwith staffstaff developmentdevelopment

EEXPENDITURESXPENDITURES RREQUIRINGEQUIRING

BBOARDOARD AAPPROVALPPROVAL

 TheThe followingfollowing expendituresexpenditures mustmust bebe approvedapproved byby thethe
locallocal boardboard (or(or thethe board’sboard’s designee)designee) oror thethe locallocal
legislativelegislative body,body, asas notednoted::

a.a. TheThe locallocal boardboard mustmust approveapprove thethe purchasepurchase ofof aapppp pp
singlesingle piecepiece ofof equipmentequipment costingcosting moremore thanthan
$$55,,000000,, oror aa lesserlesser amount,amount, ifif mandatedmandated byby thethe
board,board, oror byby aa publicpublic oror privateprivate actact..

b.b. TheThe locallocal boardboard mustmust approveapprove thethe purchasepurchase ofof
equipmentequipment (regardless(regardless ofof cost)cost) thatthat isis toto bebe attachedattached
toto oror thatthat requiresrequires thethe alterationalteration ofof thethe buildingbuilding..
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EEXPENDITURESXPENDITURES RREQUIRINGEQUIRING

BBOARDOARD AAPPROVALPPROVAL

c.c. TheThe locallocal boardboard mustmust approveapprove thethe constructionconstruction oror
installationinstallation ofof permanentpermanent fixturesfixtures..

d.d. TheThe locallocal boardboard mustmust approveapprove accountsaccounts payablepayable
thatthat willwill notnot bebe liquidatedliquidated duringduring thethe currentcurrent fiscalfiscalqq gg
yearyear..

e.e. TheThe LocalLocal LegislativeLegislative BodyBody mustmust approveapprove leaselease
purchasepurchase agreementsagreements oror otherother contractscontracts thatthat willwill
havehave thethe effecteffect ofof creatingcreating longlong--termterm liabilities,liabilities,
sincesince schoolsschools areare prohibitedprohibited fromfrom recordingrecording longlong--
termterm liabilitiesliabilities inin thethe schoolschool accountsaccounts..

GGIFTIFT CCARDSARDS/A/AWARDSWARDS

 InIn appreciationappreciation forfor servingserving inin schools,schools, oftentimesoftentimes
administrators,administrators, coaches,coaches, andand teachersteachers recognizerecognize
volunteersvolunteers forfor theirtheir serviceservice..

 SuchSuch effortsefforts dodo strengthenstrengthen thethe partnershippartnership betweenbetweengg p pp p
thethe schoolsschools andand communitycommunity andand

 dodo utilizeutilize locallocal humanhuman resourcesresources toto enhanceenhance
educationaleducational andand extraextra--curricularcurricular activitiesactivities..

 SectionSection 44,, TitleTitle 22 ofof thethe newnew ManualManual providesprovides
internalinternal controlcontrol proceduresprocedures andand guidanceguidance whenwhen giftgift
cardscards areare givengiven asas awardsawards..

GGIFTIFT CCARDSARDS/A/AWARDSWARDS

 However,However, IRSIRS regulationsregulations areare notnot addressedaddressed andand
failurefailure toto followfollow IRSIRS guidanceguidance couldcould resultresult inin
penalties,penalties, andand

 thethe wrongwrong typetype ofof giftgift oror awardaward cancan havehave taxtaxgg ypyp gg
consequencesconsequences..
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GGIFTIFT CCARDSARDS/A/AWARDSWARDS

 DefinitionsDefinitions

1.1. CashCash

2.2. UnrestrictedUnrestricted oror negotiablenegotiable giftgift certificatescertificates areare cashcash
equivalents,equivalents, ii..ee..,, redeemableredeemable forfor cashcash;; hereinafterhereinafterequivalents,equivalents, ii..ee..,, redeemableredeemable forfor cashcash;; hereinafterhereinafter
referredreferred toto asas “unrestricted“unrestricted giftgift certificates”certificates”

3.3. RestrictedRestricted oror nonnon--negotiablenegotiable giftgift certificatescertificates areare notnot
cashcash equivalents,equivalents, ii..ee..,, notnot redeemableredeemable forfor cashcash;;
hereinafterhereinafter referredreferred toto asas “restricted“restricted giftgift
certificates”certificates”

GGIFTIFT CCARDSARDS/A/AWARDSWARDS

 AA restrictedrestricted giftgift certificatecertificate isis distinguishabledistinguishable fromfrom anan
unrestrictedunrestricted giftgift certificatecertificate whenwhen

 itit cancan onlyonly bebe redeemedredeemed withwith thethe issuerissuer andand

 cannotcannot bebe cashedcashed out,out,cannotcannot bebe cashedcashed out,out,

 soldsold toto anotheranother person,person, oror

 Doesn’tDoesn’t thisthis meanmean “non“non--transferable?”transferable?”

 usedused toto reducereduce anan outstandingoutstanding accountaccount balancebalance withwith
thethe issuerissuer ofof thethe certificatecertificate (i(i..ee..,, paymentspayments onon
chargecharge accounts,accounts, layawaylayaway plans,plans, etcetc..))..

GGIFTIFT CCARDSARDS/A/AWARDSWARDS –– VVOLUNTEERSOLUNTEERS

 NonNon--employees (employees (i.e.i.e., volunteers), volunteers)

 awards/giftsawards/gifts shouldshould bebe reasonablereasonable andand necessarynecessary
toto carrycarry outout thethe missionmission ofof thethe schoolschool (when(when aa validvalid
andand documenteddocumented businessbusiness purposepurpose existsexists))p pp p ))

 shouldshould notnot bebe lavishlavish oror extravagantextravagant
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GGIFTIFT CCARDSARDS/A/AWARDSWARDS –– VVOLUNTEERSOLUNTEERS

 AwardsAwards (such(such asas plaques)plaques) maymay bebe givengiven inin
recognitionrecognition ofof pastpast accomplishmentsaccomplishments oror activitiesactivities asas
wellwell asas forfor otherother validvalid businessbusiness reasonsreasons..

 NoncashNoncash awardsawards toto nonnon--employeesemployees thatthat havehave littlelittlep yp y
intrinsicintrinsic valuevalue (such(such asas medals,medals, trophies,trophies, andand plaques)plaques)
areare notnot reportablereportable toto thethe IRSIRS..

 ForFor example,example, invitinginviting aa volunteervolunteer toto anan athleticathletic
banquetbanquet forfor aa mealmeal andand recognitionrecognition viavia aa plaqueplaque hashas
nono taxtax consequenceconsequence..

GGIFTIFT CCARDSARDS/A/AWARDSWARDS –– VVOLUNTEERSOLUNTEERS

 UnrestrictedUnrestricted giftgift certificatescertificates ((ii..ee..,, redeemableredeemable forfor cash)cash)
areare notnot allowedallowed asas giftsgifts

 unlessunless thethe schoolschool followsfollows IRSIRS guidelinesguidelines forfor reportablereportable
giftsgifts..

 RestrictedRestricted giftgift certificatescertificates (if(if therethere isis suchsuch anan item)item) areare
permissiblepermissible withoutwithout IRSIRS reportingreporting

 asas longlong asas thethe schoolschool staysstays withinwithin thethe dollardollar limitationslimitations
establishedestablished byby thethe IRSIRS..

 SeeSee wwwwww..irsirs..govgov –– asas withwith allall taxtax laws,laws, dollardollar
limitationslimitations areare subjectsubject toto changechange annuallyannually..

Are They Volunteers?Are They Volunteers?

 ConsiderationsConsiderations whenwhen giftgift cardscards areare involvedinvolved inin thethe
processprocess::

 HowHow isis thethe relationshiprelationship characterized?characterized?

 HowHow muchmuch supervisionsupervision isis given?given?HowHow muchmuch supervisionsupervision isis given?given?

 SkillsSkills required?required?

 TimeTime periodperiod involved?involved?

 DoesDoes thethe employeremployer controlcontrol thethe “ways“ways andand means”means”
ofof thethe volunteervolunteer whilewhile doingdoing volunteervolunteer work?work?
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Are They Volunteers?Are They Volunteers?

 AtAt whatwhat pointpoint willwill thethe IRSIRS determinedetermine thatthat thethe
individualindividual exceededexceeded thethe scopescope ofof beingbeing aa volunteervolunteer
andand thusthus shouldshould bebe treatedtreated asas anan employee?employee?

 FromFrom aa legallegal standpoint,standpoint, wherewhere thethe employeremployer createscreatesgg pp p yp y
thethe appearanceappearance thatthat therethere isis anan employeremployer--employeeemployee
relationshiprelationship andand aa thirdthird partyparty reliesrelies onon it,it, thethe
employeremployer maymay bebe estoppedestopped fromfrom denyingdenying thatthat therethere isis
anan employeremployer--employeeemployee relationshiprelationship..

 DoDo wewe useuse namename tagstags clearlyclearly statingstating “volunteer?”“volunteer?”

 BackgroundBackground checkschecks justjust likelike employees?employees?

GGIFTIFT CCARDSARDS/A/AWARDSWARDS –– EEMPLOYEESMPLOYEES

 EmployeesEmployees

 AdministratorsAdministrators andand otherother schoolschool personnelpersonnel useuse giftsgifts
toto awardaward exemplaryexemplary performanceperformance andand

 toto increaseincrease and/orand/or maintainmaintain motivation,motivation, morale,morale, andandtoto increaseincrease and/orand/or maintainmaintain motivation,motivation, morale,morale, andand
productivityproductivity..

GGIFTIFT CCARDSARDS/A/AWARDSWARDS –– EEMPLOYEESMPLOYEES

 SuchSuch recognitionrecognition isis allowedallowed asas longlong asas thethe expenseexpense
isis reasonablereasonable andand necessarynecessary toto carrycarry outout thethe
missionmission ofof thethe schoolschool andand

 isis notnot lavishlavish oror extravagantextravagant andandgg

 doesdoes notnot exceedexceed limitslimits asas establishedestablished byby thethe IRSIRS

 SeeSee wwwwww..irsirs..govgov –– asas withwith allall taxtax laws,laws, dollardollar
limitationslimitations areare subjectsubject toto changechange annuallyannually..
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GGIFTIFT CCARDSARDS/A/AWARDSWARDS –– EEMPLOYEESMPLOYEES

 IRSIRS RulesRules andand RegulationsRegulations stipulatestipulate forfor employeesemployees

1.1. anyany giftgift ofof cash,cash, aa giftgift certificate,certificate, oror cashcash
equivalentequivalent (an(an itemitem whichwhich isis easilyeasily convertedconverted toto
cash)cash)))

2.2. mustmust bebe includedincluded inin thethe recipient'srecipient's grossgross incomeincome
sincesince itit isis essentiallyessentially extraextra salarysalary oror wages,wages,

3.3. regardlessregardless ofof thethe amountamount involvedinvolved..

 Cash,Cash, nono mattermatter howhow littlelittle,, isis alwaysalways includedincluded inin thethe
recipient'srecipient's grossgross incomeincome andand mustmust bebe processedprocessed
throughthrough thethe payrollpayroll departmentdepartment..

GGIFTIFT CCARDSARDS/A/AWARDSWARDS –– EEMPLOYEESMPLOYEES

 NoncashNoncash giftsgifts maymay bebe presentedpresented asas aa tokentoken ofof
appreciationappreciation toto anan employeeemployee whenwhen aa validvalid andand
documenteddocumented businessbusiness purposepurpose existsexists

 providedprovided thethe amountamount doesdoes notnot exceedexceed thethe limitslimitspp
establishedestablished byby thethe IRSIRS..

GGIFTIFT CCARDSARDS/A/AWARDSWARDS –– EEMPLOYEESMPLOYEES

 AwardsAwards (such(such asas plaques,plaques, certificatescertificates ofof achievement,achievement,
etcetc..)) maymay bebe givengiven inin recognitionrecognition ofof pastpast
accomplishmentsaccomplishments oror activitiesactivities asas wellwell asas forfor otherother
validvalid businessbusiness reasonsreasons..

 AsAs withwith volunteers,volunteers, noncashnoncash awardsawards toto employeesemployees
thatthat havehave littlelittle intrinsicintrinsic valuevalue (such(such asas medals,medals,
trophies,trophies, andand plaques)plaques) areare notnot reportablereportable toto thethe IRSIRS..
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GGIFTIFT CCARDSARDS/A/AWARDSWARDS –– EEMPLOYEESMPLOYEES

 TwoTwo ((22)) pointspoints toto rememberremember

1.1. CashCash oror unrestrictedunrestricted giftgift certificatescertificates ((ii..ee..,,
redeemableredeemable forfor cash)cash) areare notnot allowedallowed asas gifts,gifts,
unlessunless properlyproperly processedprocessed throughthrough payrollpayroll..p p yp p y pp gg p yp y

2.2. RestrictedRestricted giftgift certificatescertificates areare permissiblepermissible (if(if therethere
isis suchsuch anan item)item)..

Case StudyCase Study

 FactsFacts:: ““……ourour auditaudit revealedrevealed thatthat……,, studentstudent activityactivity
moneymoney totalingtotaling atat leastleast $$1212,,000000 waswas usedused toto purchasepurchase
giftgift cardscards……forfor schoolschool personnel,personnel, includingincluding $$200200 giftgift
certificatescertificates givengiven toto officeoffice workersworkers forfor Secretary’sSecretary’s
DayDay..””

 WhatWhat areare thethe issuesissues here?here?

 HowHow diddid thisthis benefitbenefit thethe students?students?

 NotNot accountedaccounted forfor throughthrough payroll?payroll? EssentiallyEssentially
wages?wages?

 IRSIRS penalties?penalties?

QQUESTIONSUESTIONS/C/COMMENTSOMMENTS::
CCONTACTONTACT IINFORMATIONNFORMATION

 David W. HussDavid W. Huss

 Office: (731) 885Office: (731) 885--97439743

 Cell: (731Cell: (731) 446) 446--06790679

 dhuss@k12tn.netdhuss@k12tn.net or or david.huss@charter.netdavid.huss@charter.net


