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Dear

UIL: 4945.04-04

You asked for advance approval of your scholarship procedures under Internal Revenue Code (IRC) Section
4945(g)(1). You requested approval of your scholarship program to fund the education of certain qualifying
students.

This approval is required because IRC Section 4945 provides for the imposition of taxes on each taxable
expenditure of a private foundation. IRC Section 4945(d)(3) provides that the term “taxable expenditure"
mcludes any amount paid or incurred by a private foundation as a grant to an individual for travel. study. or
similar purposes by the individual. unless the grant satisfies the advance approval requirement of IRC Section
4945(g).

Our determination
We approved your procedures for awarding scholarships. Based on the information you subnutted. and

assuming you will conduct your program as proposed. we determined that your procedures for awarding
scholarships meet the requurements of IRC Section 4945(g)(1). As a result. expenditures you make under these
procedures won't be taxable.

Additionally. awards made under these procedures are scholarship or fellowship grants and are not taxable to
the recipients if they use them for qualified tuition and related expenses (subject to the limitations provided in
IRC Section 117(b)).

Description of your request

Your letter indicates you will operate a memorial scholarship program called the B. The purpose of the B 1s to
honor the memory of C by providing annual scholarships to graduating seniors at D in E who best demonstrate
through merit a strong alignment with the guiding values and legacy of conunitment to conununity service of C.

You will publicize the B on your website and social media. as well as through emails and phone calls to
counselors at D. You anticipate your scholarships will be worth y dollars each. The number of scholarships you
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anticipate awarding annually is F. Scholarships arc renewable for up to three years for recipients who provide
you with official ycar-cnd transcripts and a bricf annual impact statement.

Your scholarship is intended solely for qualificd cducational expenscs as defined under [RC Section [17(a) for
tuition and required fees, books, supplics, equipment, and other qualificd costs at accredited U.S.-based colleges
or universitics. Scholarship funds may not be applicd toward room, board, or other non-qualified expenses.

To be eligible, applicants must be graduating from D and intend to matriculate full-time to accredited colleges
or universitics and:

» have a minimum cumulative GPA cqual to or greater than 3.0 on a 4.0 scale,

» demonstrate significant involvement in community scrvice or carcgiving, particularly with underserved
communitics or pcople with disabilitics, and

« plan to pursuc a carcer or continucd involvement in scrvice-oriented ficlds of study, such as education,
social work, hcalthcare, disability scrvices, or other related nonprofit work.

Eligible applicants must submit:

+ a completed application form that includes an official high school transcript,

* onc ecssay from a selection of different topics you provide as part of your application, and

» onec letter of recommendation from a teacher, supervisor, or community leader who can speak to the
applicant’s character and community service.

Your sclection committee will consist of professionals who cither knew C, or have themscelves been an active
part of community service and/or work that exemplifics the spirit of the B. Each committee member will sign
conflict of intcrest and confidentiality agreements and recuse themselves from any discussions or votcs on
applicants to whom they may have a personal connection,

Selection criteria will involve a scoring rubric where five separate categorics based on demonstrated scrvice,
impact on others, alignment with the guiding values and spirit of C, the depth and authenticity of the essay
response, and the strength of the reccommendation letter are given ecqual weight in the final selection.

Awards will be made without regard to racc, religion, gender, disability, or other protected class, and the samie
GPA and cenrollment standards required for scholarship eligibility apply cach year toward scholarship renewals.

You will disburse your scholarship funds in onc of thrce ways:

(a) dircct payment to your scholarship recipient,
(b) dircct payment to the recipicnt’s college or university bursar, or
(¢) direct deposit into a qualified Section 529 educational savings plan.

For option (a) above, the cducational institution will only apply funds to your recipients' actual costs for tuition,
fees, and other qualifying expenses, as described in this letter. For options (b} and (c¢) above, you will require
your rccipients to sign an agreement to use scholarship funds only for their intended purposes and provide
receipts or distribution statements for all paid expenses.
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Students must return to you any portion of a scholarship that:

» is not spent on qualificd expenses within 12 months of receipt, or

* is substantiated by non-qualified receipts (c.g., housing, mcal plans, ctc.}, or

« remains unspent in the recipient’s Section 529 educational savings plan after withdrawal for non-
qualificd purposcs.

After complction of their first semester, recipicnts must submit to you copics of their official first scmester
transcripts showing a GPA cqual to or greater than 3.0 and proof of sccond semester enrollment. Failure to meet
GPA and/or enrollment requirements will result in a written notice and a 60-day cure; otherwise, the scholarship
is considered forfeited.

Basis for our determination
IRC Scction 4945 imposcs excisc taxes on the taxable expenditures of private foundations. A taxable cxpenditure

is any amount a private foundation pays as a grant to an individual for travel, study or other similar purposcs.
However, a grant that mects all the following requirements of [RC Section 4945(g) is not a taxable expenditure.

» The foundation awards the grant on an objective and nondiscriminatory basis.
» The IRS approves in advance the procedurce for awarding the grant.
* The grant is a scholarship or fellowship subject to the provisions of IRC Scction 117(a).

+ The grant is to be used for study at an educational organization described in IRC Scction 170(b)(1){A)(ii).

Other conditions that apply to this determination

* This determination only covers the grant program described above. This approval will apply to
succeeding grant programs only if their standards and procedures don't differ significantly from thosc
described in your original request.

» The cffective date of our approval is , which is the datc your request was submitted.

« This determination applics only to you. It may not be cited as a precedent.

* You cannot rcly on the conclusions in this letter if the facts you provided have changed substantially.
You must report any significant changes to your program to the IRS at:

Internal Revenue Service
Exempt Organizations Determinations
TE/GE Stop 31 A Tcam 105
P.O. Box 12192
Covington, KY 41012-0192
* You can't award grants to your creators, officers, dircctors, trustees, foundation managers, or
members of sclection commitiees or their relatives.

« All funds distributed to individuals must be made on a charitable basis and further the purposes of your
organization. You cannot award grants for a purpose that is inconsistent with [RC Section 170(c)(2)(B).

* You should keep adequate records and case historics so that you can substantiate your grant
distributions with the IRS if nccessary.

We'll make this determination letter available for public inspection after deleting personally identifiable
information, as required by [RC Scction 6110, We've enclosed Letter 437, Notice of Intention to Disclosc -
Rulings, and a copy of the letter that shows our proposcd deletions.

» [f you disagrce with our proposcd delctions, follow the instructions in the Letter 437 on how to notify us.
s If you agree with our deletions, you don't nced to take any further action.
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Plcasc keep a copy of this lctter in your records.
If you have questions, you can contact the person shown at the top of this letter.

Sincercly,

Stephen A. Martin
Director, Exempt Organizations
Rulings and Agrcements

Enclosures:
Letter 437
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