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MEMORANDUM 

 

TO:  Maria A. Gutierrez, Board Member, Guam Education Board 

 

FROM: Franklin Cooper-Nurse, Chief Internal Auditor, Internal Audit Office 

 

SUBJECT: Parent Teacher Organization Cash Management Guidance 

 

 

Hafa Adai Ms. Gutierrez, 

 

In November 2015, the Guam Education Board (GEB) requested for the Internal Audit Office 

(IAO) to provide guidance on the formation, cash management, and reporting of Parent Teacher 

Organizations (PTOs). Per your request, IAO compiled regulations and best practices based on the 

Guam law, Department of Revenue and Taxation (DRT), An Elected Official’s Guide to Internal 

Controls and Fraud Prevention, Greater Washington Society of CPAs (GWSCPA), and PTO 

Today. 

 

Depending on the way the PTO is established, the GEB may or may not have authority to control 

PTO activities. If the PTO was established and managed by the school, the school may supervise, 

control, and be liable for the PTO’s activities. If the PTO was established as an independent, non-

profit organization, the school’s authority is limited to supervise and control the PTO’s use of 

school facilities and activities relative to students during school hours or as part of a school 

program1. For such instance, the GEB may give guidance for the PTO’s consideration. 

 

The following guidance were written as if the PTO was established as a non-profit organization.  

For PTOs established as part of the school, a separate memo guidance may be requested from IAO. 

 

1. Formation of a PTO as a Non-Profit Organization 

 

Per the GWSCPA, the PTO would need a board to govern and an executive committee/officers to 

carry out the PTO’s activities. The board would define the mission, set direction, provide guidance 

through policies, and ensure the availability of adequate resources to the PTO. The officers 

generally consists of Chair/President, Vice-Chair/Vice-President, Treasurer, and Secretary. The 

                                                           
1 Englund, S. P. (n.d.). Whose rules, school or pto? Retrieved from https://www.ptotoday.com/pto-today-

articles/article/167-whose-rules-school-or-pto 
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duties of the officers would need to be included in the PTO’s bylaws to describe the levels of each 

officer’s authority2.  

 

Per DRT, forming a PTO also require the following items: (1) Articles of Incorporation or 

Constitution, (2) By-laws, (3) Form 1023 or Form 1023-EZ, (4) Form SS-4 [EIN], (5) Form 8718 

[User fee], (6) Form FCN 2-2-110 [Exemption], and (7) Treasurer of Guam Official Receipt. See 

Attachments 1 and 2.   

 

Articles of Incorporation or Constitution. Incorporation is the first step in creating a non-

profit organization. Incorporation gives credibility to your programs and services, and 

limits the liability of the organization’s officers and directors. 

 

Bylaws. Bylaws are rules that govern the PTO’s operations. PTO Today recommends that 

bylaws include PTO name, purpose or mission, membership requirements, officer 

requirements, voting procedures, meetings, financial policies (i.e. conflicts of interest), 

amendment procedures, dissolution clause, and parliamentary authority (i.e. Robert’s 

Rules of Order). 

 

Form 1023 or Form 1023-EZ. Form 1023 or Form 1023-EZ are applications for tax exempt 

status per Section 501(c)(3) of the Internal Revenue Code. PTOs need to complete the 

Form 1023-EZ eligibility worksheet prior to completing Form 1023-EZ. Otherwise, PTOs 

need to complete and file Form 1023. Either form would need to be filed with the DRT 

within 27 months of the effective date of exempt status, or after the end of the month in 

which the PTO was legally formed. 

 

EIN. EIN functions like a social security number for the PTO. To obtain this, the PTO must 

complete and file Form SS-4 with the Department of Revenue and Taxation (DRT). 

 

User Fee. There is a user fee requirement with each application for a determination letter. 

A PTO must file Form 8718 with DRT to determine the fee ($400, $850, or $3,000) and 

file the application. 

 

FCN 2-2-110. This form is an Application for Recognition of Exemption under the 

Business Privilege Tax Law, as required by Title 11 of the Guam Code Annotated (GCA) 

§26203. 

 

Treasurer of Guam Official Receipt. A receipt showing that the PTO has paid the required 

filing fee(s). 

 

Additionally, the PTO should have its own bank account for depositing and withdrawing funds. 

Prior to opening a bank account, local banking institutions typically requires the PTO’s: 1) EIN, 

2) Charter or Articles of Incorporation, 3) Documentation listing the PTO officers, and 4) 

Government-issued photo ID and social security numbers of the individuals responsible for 

                                                           
2 GWSCPA. (n.d.). Governance & policies. Retrieved from 

http://www.nonprofitaccountingbasics.org/governance/governance-policies 
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creating or authorizing transactions on behalf of the PTO3. If the PTO already has a bank account, 

then the bank may also require a document stating any changes in bank signatories. 

 

2. Internal Controls 

 

Internal control is a process, effected by an entity’s board, management, and other personnel, 

designed to provide reasonable assurance regarding the achievement of objectives relating to 

operations, reporting, and compliance4. The following guidance on internal controls were based 

on An Elected Official’s Guide to Internal Controls5 and Fraud Prevention and PTO Today6. 

 

Proper Authorization of Transactions. The PTO’s written policies and procedures should clearly 

state which individuals have the authority to authorize each different type of transaction. 

Authorization should be obtained in advance, in writing (with the authorization date), and kept on 

file for inspection. 

 

Segregation of Duties. Segregation of incompatible duties means that no one person should be in 

a position to commit an irregularity and conceal it. Ideally, no one person should be able to: a) 

authorize a transaction, b) record the transaction in the books of account, and c) ensure custody 

of the asset resulting from the transaction. For example, having two officers sign every check 

ensures that two leaders know and accept responsibility for how money is being spent. 

 

Annual Budget. The budget is a working document listing the estimated cash receipts or income 

and expenses for the year. A PTO’s budget should cover the following items: (1) budget period, 

(2) prior year program achievements and financial performance, (3) program and organizational 

goals during the budget period, (4) estimated revenue or income, (5) estimated expenses, (6) cash 

flow and cash reserves, and (7) alignment of revenue and expenses. The budget should be 

submitted by the PTO’s executive committee and reviewed and approved by the PTO’s governing 

board. The budget should be reported quarterly, in order to determine whether adjustments needed 

to be made. See sample budget on Attachment C. 

 

Receipts. For each cash or checks received, numbered receipts should be issued sequentially and 

copies of the receipt should be kept on file. At least two people have to be present to receive cash 

and count the money at the end of an event. The two people must sign a form stating the amount 

of cash received and that the count was verified for accuracy. The form must be stored with the 

money in a cash box kept by the Treasurer. All cash or checks should be recorded in the account 

books and deposited into the PTO’s bank account within the next business day. The bank validated 

deposit slip should be returned to the Treasurer to verify each deposit. Funds should always be 

deposited in the PTO’s bank account and never to be commingled with personal or school funds. 

 

Disbursements. For all expenses incurred, justification of expenses and prior approval and 

signature(s) on invoices and receipts by authorized PTO officers should be required. Funds raised 

                                                           
3 Writing, A. (n.d.). Banking rules for non-profit organizations. Retrieved from 

http://smallbusiness.chron.com/banking-rules-non-profit-organizations-829.html 
4 U.S. Government Accountability Office (2014). Standards for internal control in the federal government. Retrieved 

from http://www.gao.gov 
5 Gauthier, S. J. (1994). An elected official’s guide to internal controls and fraud prevention. Chicago, IL: 

Government Finance Officers Association of the United States and Canada. 
6 PTO Today (n.d.). Treasurer. Retrieved from http://www.ptotoday.com/treasurer 
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for the approved purpose must be spent for that purpose. Checks (drawn from the PTO’s bank 

account) should be used for all disbursements and signed by two authorized PTO signatories. The 

checkbook should remain in safe custody by a designated PTO officer. Voided/cancelled checks 

should be kept on file. No one should be allowed to pre-sign or issue blank checks. Whenever 

there is a change in the bank signatories, the bank should be immediately notified. All 

disbursements should be recorded in the account books. ATM cards or credit cards drawn from 

the PTO’s bank account are not permitted. 

 

Reconciliation. Cash balance reported in bank statements should be reconciled (or matched) with 

cash balance reported in the books of account. Differences should be documented and corrected.  

 

3. Accounting 

 

The U.S. generally accepted accounting principles require the following financial statements from 

non-profit organizations: (1) Statement of Financial Position, (2) Statement of Activities, and (3) 

Statement of Cash Flows7. The Statement of Financial Position and Statement of Activities are 

required, by Guam law, to be annually published in a newspaper. Refer to Attachment D for sample 

statements. For further assistance, consult with an accounting professional. 

 

Statement of Financial Position. Similar to a business’s Balance Sheet, this report shows 

the PTO’s assets (owned by the organization), liabilities (amounts owed), and net assets 

(total assets minus total liabilities).  

 

Statement of Activities. Similar to a business’s Income Statement, this report shows the 

PTO’s revenues (fees earned from providing services or selling items), expenses (costs), 

change in net assets (total revenues minus total expenses), net assets beginning, net assets 

ending. 

 

Statement of Cash Flows. Similar to a business’s Statement of Cash Flows, this report 

shows the PTO’s change in cash and cash equivalents during the accounting period. It 

consists of net cash from operating activities (those not reported under investing or 

financing activities), net cash from investing activities (purchase or sale of long-term 

assets), and net cash from financing activities (borrowing and repayments). 

 

4. Annual Audit 

 

PTOs should have an annual audit of its financial statement reports. An audit is an independent 

review of the PTO’s financial control and reporting. The audit can be conducted by a member or 

volunteer with financial background or a paid professional8. 

 

5. Reporting Requirement 

 

                                                           
7 Accounting Coach. (n.d.). Nonprofit accounting. Retrieved from http://www.accountingcoach.com/nonprofit-

accounting/explanation 
8 PTO Today. (n.d.). 5 smart financial controls. Retrieved from http://www.ptotoday.com/pto-today-

articles/article/395-5-smart-financial-controls 
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DRT requires for non-profit organizations, such as PTOs, to file certain forms by certain dates. It 

would be helpful for PTOs to calendar these due dates. 

 

Form 1099-MISC. This form must be filed by the PTO if it paid at least $600 to a non-employee 

for services (including parts and materials) performed during the year. The PTO must issue Form 

1099-MISC to the individuals or businesses by January 31 and to DRT by February 28 of each 

year. Note: The PTO must request a W-9 form from the individual or business before issuing them 

a check payment. 

 

PTOs must file Form 990-N, Form 990-EZ, or Form 990 by the 15th day of the fifth month 

following the end of the PTO’s fiscal year. To know which form to use, the PTO needs to calculate 

the amount of money it received that year (annual gross receipt). This amount is based on receipts, 

not profit. 

 

Form 990-N. If the PTO received $50,000 or less, then the PTO could complete and file 

Form 990-N. 

 

Form 990-EZ. If the PTO received above $50,000 but less than $200,000, then the PTO 

could complete and file Form 990-EZ with Schedules A, G, and O.  

 

Form 990. If the PTO received above $200,000, then the PTO could complete and file 

Form 990 with Schedules A, G, and O.  

 

FCN 2-2-111. This form is to be completed and filed with DRT within 90 days after the end of the 

PTO’s accounting period. This form is mainly to report sources of income received during the 

year. 

 

To obtain the most updated forms, please visit https://www.irs.gov/uac/About-Form-990, 

https://www.irs.gov/uac/About-Form-990EZ, or https://www.irs.gov/Charities-&-Non-

Profits/Annual-Electronic-Filing-Requirement-for-Small-Exempt-Organizations-Form-990-N-(e-

Postcard). For more information on non-profit filing requirements, please visit DRT’s office at 

1240 Army Drive in Barrigada, Guam or its website at www.guamtax.com.   

 

Additionally, 18 GCA §14102 requires for non-profit organizations, such as PTOs, to annually 

publish its financial report in a newspaper within 45 days of the close of its fiscal year. The 

financial report should include income and expenditures for the previous year and a balance sheet 

showing its assets and liabilities. If the PTO is found to be non-compliant, DRT shall revoke the 

PTO’s license or charter and tax exempt status.  

 

6. Retention of Documents 

 

Documentation of each transaction allows for accountability and transparency of every dollar, 

creates a historic record for future planning, facilitates the annual audit, and organizes information. 

Documents should be designed to ensure that the PTO’s accounting records are complete. Best 

practice is to keep the following documents for three years or more: (1) monthly treasurer reports, 

(2) bank statements, (3) canceled checks, (4) check registers, (5) Form 990, 990-EZ, or 990-N, (6) 

incorporation articles, (7) Form 1023 and documentation, (8) Determination letter for 501(c)(3) 

https://www.irs.gov/uac/About-Form-990
https://www.irs.gov/uac/About-Form-990EZ
https://www.irs.gov/Charities-&-Non-Profits/Annual-Electronic-Filing-Requirement-for-Small-Exempt-Organizations-Form-990-N-(e-Postcard)
https://www.irs.gov/Charities-&-Non-Profits/Annual-Electronic-Filing-Requirement-for-Small-Exempt-Organizations-Form-990-N-(e-Postcard)
https://www.irs.gov/Charities-&-Non-Profits/Annual-Electronic-Filing-Requirement-for-Small-Exempt-Organizations-Form-990-N-(e-Postcard)
http://www.guamtax.com/
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tax-exempt status, (9) meeting minutes and agendas, (10) year-end treasurer reports, and (11) 

annual audit reports. 

 

Should you have questions or concerns, please contact me at 300-1273 or via e-mail at fjtcooper-

nurse@gdoe.net. Thank you. 

 

Best Regards, 

 

 
Franklin Cooper-Nurse 

Chief Internal Auditor 

 

 

 

Attachments:  

Attachment A Guideline for Registering 

Attachment B Application Package for Tax Exempt Organizations 

Attachment C Sample Budget Report 

Attachment D Sample Financial Reports  

mailto:fjtcooper-nurse@gdoe.net
mailto:fjtcooper-nurse@gdoe.net
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ATTACHMENT A 
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ATTACHMENT B 
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9  

                                                           
9 Please note that, although this is part of the application package, this page is a repeat of Page 2. 
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ATTACHMENT C10 

 

 
 

                                                           
10 Forhan, C. (n.d.). How to manage your budget. Retrieved from http://www.ptotoday.com/pto-today-
articles/article/218-how-to-manage-your-budget 
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ATTACHMENT D 
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