
 

  
 

 

 
 

 

 

 

   
 

 

    

  

 

  

What to consider when 
establishing scholarship funds 
Providing access to education opportunities 

Whether you want to honor a loved one, 
add to your legacy, give back to your 
community or improve access to education, 
funding a scholarship can help you reach 
your philanthropic goals and support future 
generations of students. 
Being thoughtful in your initial approach will help ensure that you structure 
your gift effectively. Start by asking yourself these questions: 

– What kind of financial commitment am I willing to make, and over
    what period of time? 

Your UBS Financial Advisor 
can help you choose the 
best scholarship vehicles 
to meet your goals. 

– What are the standard minimum requirements for a gift of this type, and 
    what are the associated fees? 
– What is my desired level of involvement, both initially and in the future? 
– How much control do I want over selecting the scholarship’s recipient(s)? 

The UBS Family Advisory and Philanthropy Services team will work closely with 
you and your UBS Financial Advisor to help answer these questions and determine 
the most appropriate charitable vehicles to meet your goals. 

Determining your financial commitment 
Will this be a one-time gift, or will it be structured to repeat annually, each 
semester or even more frequently? It is important to note that some scholarship 
programs have a required minimum contribution—for instance, $10,000 a year to 
sponsor one student for four years at a university. Do you intend this scholarship 
fund to exist in perpetuity, or do you have a specific time period in mind? If so, 
what are your start and end dates? 
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Will this be a one-time 
gift, or will you repeat it 
annually, each semester 
or even more frequently? 

Before you commit, make 
sure you’re comfortable 
with the amount you plan 
to give. 

The most important 
factor in choosing how to 
fund your scholarship is 
the degree of involvement 
you intend to have. 

There are two important considerations when making your financial commitment: 
How you fund the scholarship program, and how the scholarship fund will be 
disbursed to recipients. Commonly used vehicles for scholarship funds include 
Donor-Advised Funds (DAFs) and private foundations. 

A DAF requires an initial contribution that can range from $5,000 to $25,000. 
This initial gift will seed the vehicle, and the funds will then be granted to students 
over time. 

Private foundations also require a significant initial gift, and it’s generally not cost-
effective to create one without an initial contribution of at least one million dollars. 
Additionally, you may need to work with an experienced consultant or attorney to 
define your scholarship program with the IRS. As with a DAF vehicle, a scholarship 
awarded by a private foundation will be granted to students over a defined period 
of time. 

Administrative fees and expenses 

There may be fees and expenses associated with the recipient organization, as well 
as ongoing administration fees for the charitable vehicle. Be aware of these fees 
and expenses as they relate to the size of the total gift and how they may impact 
the gift itself. For instance, if your goal is to deliver $10,000 to a student every year, 
make sure that the organization administering the grant is upfront about what 
administrative costs or fees may be subtracted from that $10,000 gift, or what fees 
may be required in addition to the gift. 

How much do you want to contribute? 

These contributions are an irrevocable gift to charity, so make sure you’re 
comfortable with the amount you plan to contribute before finalizing your gift. You 
can always add funds in the future, but once given, you can’t take them back. 

What’s in a name? 
Many academic institutions will allow you to create a named program from which 
the grants will be distributed to students, contingent upon certain levels of 
commitment. Be sure to clarify this with the institution in writing before making 
your gift. Note that making a gift through a private foundation ensures that the 
grants can be made in your family or foundation name, regardless of amount. 

Defining your involvement 
Let’s assume that all charitable vehicle options are available to you. The most 
important factor in choosing a method to fund your scholarship will be the amount 
of control and involvement you want to have. Which of these are right for you? 
– I want to help define the criteria as well as help select the recipients. 
– I want to help define the criteria by which students will be selected, but do 

notwant to select the actual recipients. 
– I want to take a mostly hands-off approach, helping define only the broadest 

criteria while an independent review committee will select the recipients 

Avoiding conflicts of interest 

Note that the people in charge of selecting the recipients cannot receive any 
economic benefit from the scholarship process, and the relatives of applicants 
should not serve on review committees. Any real or perceived conflicts of 
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Endowing a scholarship 
directly with a college or 
university foundation can 
be accomplished with as 
little as $25,000.1 

interest around the selection process should be detailed within the scholarship 
program’s regulations. 

College or university scholarship funds 
Endowing a scholarship directly with a college or university foundation can be 
accomplished with as little as $25,000 at some institutions. Most universities offer 
numerous small annual scholarships ranging from $500 to $1,000. Donors can 
generally define the selection criteria of students, which may include: 

– Entering, current or graduating students 
– Full- or part-time students 

– Students in financial need 

– Broad academic criteria 

The college’s scholarship committee will select the appropriate students based 
on the previously agreed -upon criteria. 

This approach is a good option for donors who want to support students at a 
particular academic institution without the administrative burden of promoting the 
program and reviewing applications. Generally, this benefits one institution, although 
in some cases it might encompass a university system with multiple campuses. 

In either case, the donor does not participate in selecting the student beneficiaries. 
If you have a strong relationship with the board of the institution where you are 
considering establishing your scholarship (and your gift is deemed to be significant 
enough by the sponsoring academic institution), you may be able to participate 
in the larger selection committee, but you won’t have a final say regarding the 
selected recipients. 

Notes ________________________________________________________________________________________________ 

Donor-advised and community foundation 
scholarship funds 
DAFs and community foundations often have advisors to help you narrow your 
philanthropic focus and implement your scholarship program. With DAFs, you are 
not beholden to a specific academic institution. This gives you the flexibility to 
support more than one institution at a time, or to change recipient institutions.2 
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There are four ways to work with a DAF or community foundation: 

1. Recommend a grant to a specific school to broadly support their financial 
aid programs and scholarships. 

2. Recommend a grant for a restricted scholarship at a specific 
educational institution. 

3. Recommend a grant to a public charity that administers 
scholarship programs. 

4. Establish and recommend grants for a stand-alone scholarship fund or 
program in conjunction with a public charity. 

a. The charity will be required to manage all aspects of the program 
in much the same way as a private foundation (see items 1–6 in 
the section below). 

b. Working with charities that specialize in scholarships, certain youth 
organizations, and some supporting organizations or community 
foundations can be like working directly with a university, in that you 
may be able to participate in the review of prospective recipients but 
do not have final approval on the grant beneficiaries.4 

DAFs and community 
foundations allow you 
to support more than 
one institution at a time, 
or to change recipient 
institutions.3 

Scholarship funds through private foundations 
If you’re looking for more control and involvement over the process, a private 
foundation can be an excellent option for establishing a scholarship fund. It will 
allow you to define fully the criteria qualifying an applicant for the gift, as well as 
select the recipients. Your financial commitment will also support the administrative 
costs associated with this structure. 

Keep in mind that this option requires additional effort to publicize and market 
the scholarship program. In order to administer a scholarship program, a private 
foundation must apply for advanced approval by the IRS and comply with 
relevant regulatory requirements.5 

Be aware of self-dealing rules 

Granting to individuals must be objective and nondiscriminatory and cannot 
include disqualified people, including but not limited to the foundation’s substantial 
contributors, foundation managers, or family members of contributors or managers. 
In other words, your private foundation should not be granting scholarships to any 
family members or substantial business partners, as these practices will incur excise 
tax penalties and can jeopardize the tax-exempt status of your foundation.6 

Will receiving a grant qualify as a taxable event for the beneficiary? 

Scholarship grants may create a taxable event for recipients. So before setting 
up the criteria for your scholarship award or prize, consult a tax advisor about any 
potential implications for the gift’s taxability based on the IRS code.7 Generally, 

UBS Family Advisory and Philanthropy Services What to consider when establishing scholarship funds 4 of 7 



   

  
 

 
 

   

  

 

  

  

 

 

 

________________________________________________________________________________________________________ 

________________________________________________________________________________________________________ 

________________________________________________________________________________________________________ 

________________________________________________________________________________________________________ 

________________________________________________________________________________________________________ 

________________________________________________________________________________________________________ 

________________________________________________________________________________________________________ 

________________________________________________________________________________________________________ 

The IRS must  approve 
scholarships funded through 
private foundations. 

Consult a tax advisor about 
potential implications for 
your gift’s taxability based 
on the IRS code.8 

a grant made to an individual for the use of study at an academic institution or 
a prize awarded for past academic accomplishments should not create a taxable 
event for the grantee.  

Always consult with your own tax advisor before making any sort 
of educational gift. He or she will help ensure that your private 
foundation meets the basic requirements for being granted approval 
by the IRS, and what is required to remain in compliance with IRS 
regulations. At the very least, your private foundation will need to: 

1. Offer the scholarship to a broad demographic of qualified 
prospective beneficiaries. 

2. Fully define criteria for selecting recipients. The selection criteria must be 
o bje c tive and nondiscriminator y and align with the mis sion of the 
s cholar ship. 

3. Establish a selection committee and define its relationship to the 
foundat io n. 

4. D emons trate that you have the s y s tems in place to ensure compliance 
requirements of recipients (e.g., maintaining a minimum of a 3.0 GPA). 

5. Document how your foundation will publicize the s cholar ship s o potential 
applic ant s c an l earn about the opp or tunit y. 

6. E st ablish p olicies and pro ce dure s that w ill be followed if the funds are 
misused (or misappropriated). 

Notes ________________________________________________________________________________________________ 
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Being thoughtful in your 
initial approach will help 
ensure that you structure 
your gift effectively. 

Nonprofit scholarship organizations 
If you want to have control over criteria for and selection of final applicants, but 
don’t have the time or interest to review endless applicant submissions, you may 
consider partnering with a nonprofit organization whose mission includes 
creating and administering scholarships. 

The nonprofit organization will market, review and present you with a condensed 
pool of candidates.9 Such organizations can provide you with an agreed-upon 
number of applicants for your consideration (e.g., the top 100 candidates for a final 
selection of 10). This type of collaboration offers you flexibility and control without 
the usual time or administrative burdens associated with many types of scholarships. 

Find the right approach for you 
There are many ways to set up and maintain a scholarship fund, ranging from 
high involvement to less engagement, and from a significant financial commitment 
to a relatively smaller contribution. Consider these important factors and determine 
what structure works best for your goals and aspirations before you make a 
commitment. This will help ensure that the scholarship will bring the most joy 
to you and your family, while supporting educational institutions and their 
students’ intellectual pursuits for years to come. 

Notes ________________________________________________________________________________________________ 
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1 Concordia University https://www.cu-portland.edu/giving/ways-give/endowment/how-set-endowment 

Student Impact Scholarships at UNH https://www.unh.edu/give/sis. 
2 Fidelity Charitable & TPI: Funding Education. 
fidelitycharitable.org/docs/Supporting_Scholarships_via_Donor_Advised_Fund_6-8-2017.pdf 
Scholarship America 
https://scholarshipamerica.org/blog/how-to-start-a-scholarship-fund 
Community Foundations of Texas 
https://www.cftexas.org/how-to-fund-a-scholarship. 

3 Fidelity Charitable & TPI: Funding Education 
fidelitycharitable.org/docs/Supporting_Scholarships_via_Donor_Advised_Fund_6-8-2017.pdf 
Scholarship America 
https://scholarshipamerica.org/blog/how-to-start-a-scholarship-fund 
Community Foundations of Texas 
https://www.cftexas.org/how-to-fund-a-scholarship. 

4 UBS is not affiliated with the organizations or programs. 

5 irs.gov/charities-non-profits/private-foundations/grants-to-individuals; Awarding Scholarships, Foundation Source. 

6 irs.gov/charities-non-profits/private-foundations/disqualified-persons. 

7 irs.gov/pub/irs-tege/eotopicn80.pdf. 

8 irs.gov/pub/irs-tege/eotopicn80.pdf. 

9 UBS is not affiliated with the organizations or programs. 

This report is provided for informational and educational purposes only. Providing you with this information is not to be considered a solicitation on our part 
with respect to the purchase or sale of any securities, investments, strategies or products that may be mentioned. In addition, the information is current as of 
the date indicated and is subject to change without notice. UBS Financial Services Inc., its affiliates and its employees do not provide tax or legal advice. Clients 
should speak with their independent legal or tax advisor regarding their particular circumstances. 

As a firm providing wealth management services to clients, UBS Financial Services Inc. offers investment advisory services in its capacity as an SEC-registered 
investment adviser and brokerage services in its capacity as an SEC-registered broker-dealer. Investment advisory services and brokerage services are separate 
and distinct, differ in material ways and are governed by different laws and separate arrangements. It is important that you understand the ways in which 
we conduct business, and that you carefully read the agreements and disclosures that we provide to you about the products or services we offer. For more 
information, please review client relationship summary provided at ubs.com/relationshipsummary, or ask your UBS Financial Advisor for a copy. 

This piece provides general information on the topic discussed and is not intended as a basis for decisions in specific situations. Nothing contained within this 
publication constitutes investment, legal, tax or other advice nor should it be relied upon in making a decision. Before making a decision it is recommended to 
seek the advice of an independent tax or legal consultant. Because of the complexities involved with developing tax planning strategies, experienced legal and 
tax counsel should be consulted before implementing a strategy. UBS Financial Services Inc. and its affiliates do not provide legal or tax advice. Accordingly this 
material is not intended to be used, and cannot be used or relied upon, by any taxpayer for the purpose of: (i) avoiding penalties under the Internal Revenue 
Code, or (ii) promoting, marketing or recommending to another party transaction or tax-related matter(s). Clients should consult with their legal and tax 
advisors regarding their personal circumstances. 

© UBS 2021. All rights reserved. The key symbol and UBS are among the registered and unregistered trademarks of UBS. UBS Financial Services Inc. is a 
subsidiary of UBS AG. Member FINRA. Member SIPC. 

UBS Financial Services Inc. 
ubs.com/fs 
2020-326353 
Exp.: 12/31/2022, IS2106399 
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