
PAT NOWLIN MEMORIAL SCHOLARSHIP 501(c)3 
Contributions to 501(c)(3) Organizations 
Contributions to domestic organizations described in this chapter, except organizations testing 
for public safety, are deductible as charitable contributions on the donor's federal income tax 
return. 
 
Fundraising events. If the donor receives something of value in return for the contribution, a 
common occurrence with fundraising efforts, part or all of the contribution may not be 
deductible. This may apply to fundraising activities such as charity balls, bazaars, banquets, 
auctions, concerts, athletic events, and solicitations for membership or contributions when 
merchandise or benefits are given in return for payment of a specified minimum contribution. 
If the donor receives or expects to receive goods or services in return for a contribution to your 
organization, the donor can't deduct any part of the contribution unless the donor intends to, 
and does, make a payment greater than the fair market value of the goods or services. If a 
deduction is allowed, the donor can deduct only the part of the contribution, if any, that is 
more than the fair market value of the goods or services received. You should determine in 
advance the fair market value of any goods or services to be given to contributors and tell 
them, when you publicize the fundraising event or solicit their contributions, how much is 
deductible and how much is for the goods or services. See Disclosure of Quid Pro Quo 
Contributions in chapter 2. 
 
Separate fund—contributions that are deductible. An organization that is exempt from federal 
income tax other than as an organization described in section 501(c)(3) can, if it de-sires, 
establish a fund, separate and apart from its other funds, exclusively for religious, charitable, 
scientific, literary, or educational purposes, fostering national or international amateur sports 
competition, or for the prevention of cruelty to children or animals. If the fund is organized and 
operated exclusively for these purposes, it may qualify for ex-emption as an organization 
described in section 501(c)(3), and contributions made to it will be deductible as provided by 
section 170. A fund with these characteristics must be organized in such a manner as to 
prohibit the use of its funds upon dissolution, or otherwise, for the general purposes of the 
organization creating it. 
 
Form 1023 and accompanying statements must show that all of the following are true.  

 The organization is organized exclusively for, and will be operated exclusively for, one or 
more of the purposes (religious, charitable, etc.) specified in the introduction to this 
chapter.  

 No part of the organization's net earnings will inure to the benefit of private share-
holders or individuals. You must establish that your organization won't be organized or 
operated for the benefit of private interests, such as the creator or the creator's family, 
shareholders of the organization, other designated individuals, or persons controlled 
directly or indirectly by such private interests.  

 The organization won't, as a substantial part of its activities, attempt to influence 
legislation (unless it elects to come under the provisions allowing certain lobbying 
expenditures) or participate to any extent in a political campaign for or against any 



candidate for public office. See Political activity, next, and Lobbying Expenditures, near 
the end of this chapter.  

 
Political activity. If any of the activities (whether or not substantial) of your organization consist 
of participating in, or intervening in, any political campaign on behalf of (or in opposition to) 
any candidate for public office, your organization won't qualify for tax-exempt status under 
section 501(c)(3). Such participation or intervention includes the publishing or distributing of 
statements.  
Whether your organization is participating or intervening, directly or indirectly, in any political 

campaign on behalf of (or in opposition to) any candidate for public office depends upon all of 

the facts and circumstances of each case. Certain voter education activities or public forums 

conducted in a nonpartisan manner may not be prohibited political activity under section 501(c) 

(3), while other so-called voter education activities may be prohibited. 

Other Section 501(c)(3) Organizations  
In addition to the information required for all organizations, as described earlier, you should 
include any other information described in this section.  
Charitable Organizations  
If your organization is applying for recognition of exemption as a charitable organization, it 
must show that it is organized and operated for purposes that are beneficial to the public 
interest. The rest of this section contains a description of the information to be provided by 
certain specific organizations. This information is in addition to the required inclusions 
described in chapter 1, and other statements requested on Form 1023 or 1023-EZ. Each of the 
following organizations must submit the information described.  
Charitable organization supporting education. Submit information showing how your 
organization supports education — for example, contributes to an existing educational 
institution, endows a professorial chair, contributes toward paying teachers' salaries, or 
contributes to an educational institution to enable it to carry on research.  
Scholarships. If the organization awards or plans to award scholarships, complete Schedule H of 
Form 1023. Also, submit the following:  

 Criteria used for selecting recipients, including the rules of eligibility.  

 How and by whom the recipients are or will be selected.  

 If awards are or will be made directly to individuals, whether information is required 
assuring that the student remains in school.  

 If awards are or will be made to recipients of a particular class, for example, children of 
employees of a particular employer—  

 Whether any preference is or will be accorded an applicant by reason of the parent's 
position, length of employment, or salary,  

 Whether as a condition of the award the recipient must upon graduation accept 
employment with the company, and  

 Whether the award will be continued even if the parent's employment ends.  

 A copy of the scholarship application form and any brochures or literature describing 
the scholarship program.  


