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WHY DO THESE RULES EXIST?

HIGH

Individuals probability
of abuse

Private foundations are already the most suspect creatures in the exempt organizations
world. The Chapter 42 excise taxes, ranging from the self-dealing rules to the taxable
expenditure rules, all reflect a fundamental bias that these institutions are not necessarily to
be trusted to act appropriately without a nudge from the tax code.

You add in the gratuitous transfer of money into the hands of individuals, and what you
have is an amber alert situation.

This is why the rules for grants to individuals differ for private foundations and public
charities. However, the foundation rules also provide best practice guidance for public
charities to ensure:

* Charitability
» Avoidance of private benefit
* Objective and nondiscriminatory selection process



AGENDA

* Other types of payments to
individuals

* Other legal considerations

Grants for travel, study, or other similar purposes:
» Selection process
* Using intermediaries to administer individual grant programs

Other payments to individuals:

» Grants in recognition of past achievement

» Disaster relief/grants to indigent persons

+ Distinction between a grant and a payment for services

Other legal considerations:
* Intellectual property
* Anti-discrimination law



GRANTS FOR

TRAVEL, STUDY, OR
OTHER SIMILAR




i Gue] oo omivisseror s | TaS

Find the full text of this and thousands of other resources from leading experts in dozens of
legal practice areas in the UT Law CLE elibrary (utcle.org/elibrary)

Title search: Funding Individuals and Intermediaries

Also available as part of the eCourse
2018 Nonprofit Organizations eConference

First appeared as part of the conference materials for the
35" Annual Nonprofit Organizations Institute session
"Funding Individuals and Intermediaries"


http://utcle.org/elibrary
http://utcle.org/ecourses/OC7093

