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Dear

You asked for advarce approval of your educational grant procedures under Internal
Revenue Code (IRC) Section 4945(g)(3).

This approval is required because IRC Section 4945 provides for ine impesiticn of
taxes on each taxable expenditure of a private foundation. IRC Section 4645{d)(3)
provides that the term "taxable expenditure” includes an¥ amount paid or incu-~red by a

rivate foundation as a grant to an individual for travel, study, or similar purpeses by
he individual, un ess the grant satisfies the advance approval requiremant of IRC

Section 4945(g).
QOur determination

We approved your orocedures for awarding educational grants. Based on the
information you submitted, and assuming you will conduct your program as proposed,
we determined that your nrocedures for awarding educational grants meet the
requirements of IRC Section 4945(g)(3). As a result, experditures yoL rmake ander
these procedures won't be taxable.
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Description of your request

Your letter indicates your purposes are to provide grants to academc research
institutions to support educational and research activities under the weadership of a
specified professor at the institution. The grants will be awarded or a ncndiscriminatory
and objective basis :hat constitute a grant for the purpose of achieving a specfic
objective, producing a report or other similar product, or improving or enhancing a
literary, artistic, musica, scientific, teaching or other similar capacity. skill, ar alent of
the grantee withir the meaning of IRC Section 4945(g)(3).

To achieve your chartabie purpose, you plan to conduct programs tnat suoport and
develop individuals’ capabilities to address significant global issues. Among other
programs, you plan to create the X Program, an annual global competition aimed at
supporting recently ienured professors with remarkable track reco~ds “or innovative
research and highly promising futures to pursue ideas far cutside ~ei- Lsual croblems
and methods. A X describes a person of wide-ranging knowledge or leaming across
fields. “he goal of the X Program is to encourage the best “X” scieniists 0 expand their
research portfolio by making a substantive interdisciplinary pivot after acnigving tenure.
Professors typicaily do "ot receive additional funding support from their universities
when they reach ténure. Given that their departments and students expect them to
deliver on their existing research programs, grants from the X Program wouic allow
professors to fund new. civergent or orthogonal research that they woulc not otherwise
have the freedom or flexibility to pursue.

The goal of X Program s to inspire impressive new research that span mutiiple
disciplines and start newv domains of study. It aims to create new Imes of inquiry that
lead to new publicafions and other results that are shared with the sciertific
community. The grantees will train a variety of junior researchers to expiore research
that transcends d sciplines and advances discovery, and ultimately creating a growing
diaspora of young researchers populating and pushing boundaries themse ves.

Each award will consis: of up to approximately y dollars, comprisez of approximately z
dollars per year, plus up 10 d percent overhead to the institution for control and
administration of the grant, for up to b years. The total grart funds Jsed or the X
Program is estimated to be approximately g dollars to h dollars per vear intially and
approximately j dollars ner year at program maturity. At maturity, the X Pregram will
make ¢ new gran:s ner year. The exact grant amounts for each grantee may vary
according to the nature of the research program and its objectives, geography, future
program requirements, and funding availability. In addition, total funds dispersed will
vary each year basec on the number of grantees participating in the X Program and
the location of the grantees.

Grantes Eligibility:

You will conduct a glokal search for potential grantees who are recently tenured
professors at research nstitutions. You will look for professors whe are d verse in
location, field, and cemographics and who are at an institution with a financiai structure
where the award weLlc be effective. You plan to create an advisory panel consisting of
senior officials at key research institutions to identify individuals to apply fc the X
Program. You also plan to request nominations from the world's tcp universities as wali
as a mixture of addiziora institutions to promote diversity and maximize the applicant

pool.
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Grantee Selection:

Each potential grantee 's required to submit an application. You will select tenured
professors with (a) & "emarkable record of accomplishment in areais) of science and
engineering, (b) a demorstrated history of pursuing and publishing -esuls in more thar
one filed, and (c) a reed “or additional funding to enable experimeris and shifs or
explorations of new -essarch directions. You will select grantees based on the merits
and credentials of the pozential grantee, the relationship of the poteritial grantee’s
application to your program activities, projects or areas of concern, and the pr.ority in
relation to other demands on your funds. Each application must inciuce exispsive
references and a propesal. The grant proposal must show originality, a major shift in
topic and approach, research taste, subject breadth, and leverage of tecarology. The
degree to which a proposal deviates from the potential grantee’s existing arez of
expertise would be a key factor in making funding decisions.

Your selection committae is composed of your representatives as a2l as scientists
from diverse disciplines. The panel will make a conscious effort to select awardees
from globally underreprasented regions. The final potential grantees will "epresent

geographic, demograptic, and discipline diversity.

Supervision of Granis:

You will require the institution that each grantee is associated with 1¢ sign a grant
agreemrent before any funds are disbursed. The agreement will recuirs that the
institution to maintain control of the funds and disbursements to ersure it is being used
for appropriate chartabie purposes and that the funds will be a pa~ of the nsiitution’s
expenditure rules. If the grantee leaves the institution, you aim to require the mstitution
to transfer unused funds and assigh the grant agreement to the granitee’s new
research institution or return the funds to you. The grant agreement wili a so require
annual reports on the use of the funds, and the progress made by e institution and
the grantee toward achieving the purposes of the grant. If the grant 1e'm is onger than
one year, the grant agreement will require grantee to make a final report upor
completing the researcn describing the grantee’s accomplishments with ~espect to the
grant. The fund will be urder the control of the institution at all times o make sure they
are used appropriately.

You will conduct an invastigation if the annual reports or other informztion indicate that
any or all part of grant funds are not being used for the purposes of the ¢rant. You wil
withhold further payments during the investigation. If you determine that any part of
grant has been usec ‘or improper purposes, you will take reasonasiz and app-opriate
steps to recover the civert funds.

You will follow and comply with the rules and regulations issued by ihe Lnitec States
Treasury Departmert Cffice of Foreign Assets Control (OFAC) wher maxking any
grants internationall.

You represent that you w Il complete the following:
« Arrange to receive and review grantee reports annually and upon comp.etion of the
purpose for whicn the grant was awarded,
« Investigate diversion of funds from their intended purposes,
« Take all reasonzaple and appropriate steps to recover the diveriec “unds and ensure
other grart funds held by a grantee are used for their intended zurmoses, and
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« Withhold further pavments to grantees until you obtain grantees’ assurances that
future diversicns will not occur and that grantees will take extraordinary pracautions
to prevent future diversion from occurring.

You also represent trat ycu will:
« Maintain all records relating to individual grants including informatior ostained to
evaluate gran-ees,
» Identify a grantee is a disqualified person,
« Establish the amount and purpose of each grant, and
« Establish that you undertook the supervision and investigation 2* grants describec
above.

Basis for our determination

IRC Section 4945 imposes excise taxes on the taxable expenditures o private
founcazions. A taxable expenditure is any amount a private foundatior pays as a grart
to an individual for t-aval, study or other similar purposes. However, a grart that meets
all the following requirements of IRC Section 4945(g) is not a taxatle expendimre.

e The foundation awards the grant on an objective and nondiszriminatory basis.
e The IRS apoaroves n advance the procedure for awarding the grant.
e The grantis:

- A schoarsnip or fellowship subject to Section 117(a) and is tc be used fcr
study at ar educational organization described in Sectior 170(b}1){A)ii;
or

- A prize or award subject to the provisions of Section 74(t), if the -ecipient
of the prize or award is selected from the general pubiic: or

~ To achweve a specific objective; produce a report or s milar product; or
improve or enhance a literary, artistic, musical, scientffic, teachirg, or
other smilar skill or talent of the recipient.

To receive approval of its educational grant procedures, Treasury Regulation Section
53.4945-4(c)(1) requires that a private foundation show:

e The grant procedure includes an objective and nondiscriminztory se.ection

process.

e The grant prccedure results in the recipients performing the actividies the grants
were intended tc finance.

« The foundation plans to obtain reports to determine whether the recipients have
performed the activities that the grants were intended to finance.

Other conditions that apply to this determination

« This determination 2nly covers the grant program described above. Tis
approval will apply 0 succeeding grant programs only if their sandards and
procedures don™ differ significantly from those described in your orignal
request.

» This determination applies only to you. It may not be cited as a precedent.
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» You cannot re y on te conclusions in this letter if the fasts you arovidec
have changed sunstantially. You must report any significant changas to
your program 20 :he IRS at:

Internal Revenue Service
Exempt Organizations
Determinations "E/GE
Stop 31A Team 1C5

P.0. Box 12192
Covington, K+¥ 41C12-0192

« You can't award grants to your creators, officers, directors, trustees, founcation
maragers, or members of selection committees or their relatives.

» All funds distripurec tc individuals must be made on a charitable asis and
further the purposes of your organization. You cannot award grants for a
purpose that is inconsistent with IRC Section 170(c)(2)(B).

s You should keep adequate records and case histories so that yoL can
substantiate you- grant distributions with the IRS if necessary.

We'll make this determination letter available for public inspection after
deleting personally idertifiable information, as required by IRC Section 617 3.
We've enclosed Letter 437, Notice of Intention to Disclose - Rulings and a
copy of the letter that shows our proposed deletions.
« If you disagree with our proposed deletions, follow the instructiors in the
Letter 437 on how tc rofify us.
« |f you agree with oLr celetions, you don't need to take any further actior.

Please keep a copy of tis letter in your records.

If you have questions, vou can contact the person shown at the tog f this letter.

Sincerely,

Stephen A. Martin
Director, Exempt O-garizations
Rulings and Agreemsnis
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