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Pros

Tax deductible donations 

Protection from personal liability 

Separate and perpetual legal existence 

Formal documents, rules, procedures governing the 
organization 

Parental involvement



Cons

Initial and ongoing costs…time, effort, and money 

Ongoing paperwork 

Shared control 

Public scrutiny 

Parental involvement



Common Legal Issues

IRS 

Parent 

Community



Common Legal Defenses

I didn’t know 

SODD 

Sovereign Immunity



Some people LOVE the IRS!

Others, Not so much.



AUDIT!!!!!



Required IRS Filings of 
501(c)3

Annual Exemption Organization Return-990 

Jeopardizing Exemption “an inured benefit” 

Employment Taxes 1099 

Substantiation and Disclosure Written acknowledgment 
$250 0r more 

Public Disclosure Requirements 990s available for 
inspection



Statute of Limitations

Normal case 3 years 

If underpay is more than 25% 6 years 

Fraud and deceit no statute of limitations



Student Accounts
Private benefit/Private inurement





Rage of the 90s 
But in 2008

Bryan Station Baseball Booster fined 
$61,000/$44,000 annual budget 

Henry Clay Band Boosters fined $30,000 

Lafayette Kentucky Band Boosters fined $9000 

Reduced the annual fees (fair share) required 
therefore exposing the parents to IRS fines because it 
is considered income



What’s at risk?

Revocation of 501(c)3 status and demand for all 
eligible taxable income. 

Fines against the booster club 

Taxes and penalties to the parent for the private 
inurement



Freeloader Solutions

Fair share donation program 

Conduct cooperative fundraising in a separate, 
taxable cooperative organization.





Separate taxable entity
Voting must be democratic, each member one vote 

All earnings distributed to the members in proportion to their 
time, and taxable on their personal tax returns 

IRS 1099-PATR must be issued with all earnings received by the 
member. 

Expense of setting up separate corporation. 

Most stadiums want to work with 501(c)3 organizations so they 
receive a tax benefit and will not work with for profit entities



The Legality of School Booster Clubs Engaging in 
Cooperative Fundraising Activities: 

A White paper to help determine if your fundraising 
activities are legal. 

Sandra Pfau England 

https://parentbooster.org/resources/documents/
cooperative%20fundraising%20activities%20white%20paper.pd
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Pursuant to IRS rules money raised or contributed 
by a parent CANNOT be returned, or credited to 

another student. It must inure to the benefit of the 
whole organization.



Parents

Overbearing..not understanding their role 

Not properly trained…vicarious liability 

Theft….Criminal penalties and school consequences



Protecting the organization 
from Theft

Split financial duties between a treasurer and a bookkeeper  

Try to elect those positions from those who have accounting, 
finance, bookkeeping experience  

Hire/volunteer a CPA 

Two signatures for all amounts 

Monthly financial reports  

Dan Caldwell’s Book has a whole chapter on many more 
safeguards



Booster Sponsored 
Community Events

You now owe a duty of care to the public you invite to 
your event



Community events
Concert 

Show Choir Competition 

Marching Band Contest 

Orchestral Jamboree 

Booster Club 5K 

Spaghetti Supper 

Concession stands



Booster Club Insurance

Directors and Officers 

General Liability 

Bonding 

Property





Questions? 
Barry Morgan 

barryedwardmorgan@gmail.com 
770-316-1676
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