FREQUENTLY ASKED QUESTIONS

Scholarshi
Funds

CFHZ's scholarship program empowers
people to provide educational
opportunities to hardworking local
students.

You are encouraged to contact CFHZ at
any time for more information on these
Frequently Asked Questions or any other
questions not answered in this guide.
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Why partner with CFHZ to establish a Scholarship Fund?
CFHZ manages more than 125 scholarship funds and offers professional assistance in
the following areas:

1 Sophisticated investment management allows your endowed fund to live on forever.

2 Guidance in planning the scholarship. Our expert staff can help you clarify your
goals for the scholarship.

3 Promotion of availability of scholarship in coordination with area high schools, local
organizations, and the tech center to ensure quality applicants.

4 Administration of the selection and award process.

5 Ongoing evaluation of the scholarship process to ensure your charitable goals are
being met.

How are scholarship recipients selected?

CFHZ begins accepting applications via our website in December of each year.

The applications are provided to CFHZ's Scholarship Selection Committee, which

is comprised of members of our Board of Trustees, community educators and
knowledgeable community members. The Scholarship Selection Committee reviews
the applications based on the scholarship criteria you have established. Many donors
consider the following criteria as possible priorities for their scholarship:

+ Academics (including minimum GPA requirements)

Leadership

» Extra-curricular involvement, including service to the community
* Financial need

Specific fields of study

+ First-generation college student

What type of awards can my scholarship give?

To ensure maximum impact, all scholarships are renewable. You have the choice as
to whether your scholarship should be offered to graduating seniors, current college
students, non-traditional students, or all of the above.

May | serve on the scholarship selection committee?

Yes. We allow you to designate up to two representatives to join our Scholarship
Selection Committee as “guest reviewers” to assist in the review process for your
scholarship. A guest reviewer’s vote is weighted equally with the individual Selection
Committee members’ votes. Donors and family members, however, must comprise a
minority of the committee to avoid donor control of the selection process.

May | suggest that a student apply for my scholarship?

Yes. You may encourage any student to apply for your scholarship; however, it is
important for you (and the student) to remember that there are no guarantees that the
committee will select them. Relatives of donors are not eligible. The review process is blind.

CFHZ.ORG SCHOLARSHIP FUNDS FAQ | 2


http://www.cfhz.org

How is the recipient notified?

Once the Board of Trustees of CFHZ approves awards recommended by the
Scholarship Selection Committee, we notify the recipient. The award notice includes
the name of the specific fund that provided the scholarship. Recipients are often
recognized at school honor ceremonies.
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What happens if a scholarship recipient does not end up going to college/

trade school?

A letter sent to the college explains CFHZ's policies and requests the school notify

us if the student does not enroll or withdraws from school. When this happens,
institutions typically issue a refund to CFHZ. Returned monies are credited back to your
Scholarship Fund.

Am | able to meet the scholarship recipients?
Yes. CFHZ hosts an annual social event where, pending availability of both parties,
scholarship donors get the opportunity to meet the students their scholarship supports.

Is there anything | can’t do with my Scholarship Fund?

The IRS has one clear restriction regarding Scholarship Funds. You are not allowed to
choose the individual recipient. You and your family, company, or organization may
comprise a minority of the selection committee, but your tax deduction and our
nonprofit status could be jeopardized if you, as the donor, control the selection process.

What is the minimum size of an endowed Scholarship Fund?
An endowed scholarship needs to have a balance of $30,000 in order to sustain a
minimum annual $1,000 award and $500 minimum fee.

Are all Scholarship Funds endowed?

While most Scholarships are endowed, we allow donors to establish non-endowed
scholarships. A non-endowed scholarship must be funded with the full balance of

the potential renewable award(s), with a minimum establishing gift of $6,000 ($1,000
minimum award + $500 minimum annual fee). Students benefit from your scholarship
as long as there are funds available to cover the annual scholarship award(s) and fees.

How is the amount of the award determined if | have an endowed Scholarship
Fund, and how many awards can be given from my fund?

Each year, a calculation is made based on the average fund balance over the past 12
quarters. 3.5% of that average balance is available for scholarship awards. A minimum
award size of $1,000 is required.

How do | add to my Scholarship Fund?

You, and others, may make a tax-deductible contribution to your Scholarship Fund

at any time. In many cases, significant tax benefits may be realized through gifts of
appreciated stock or real estate. Once your Scholarship Fund has been established, it is
also simple to add to it by bequest. Simply name your fund as one of the beneficiaries
of your will or trust.

Can a company establish a Scholarship Fund to benefit its employees?

Yes, CFHZ is happy to help a company set up this type of scholarship. The IRS has
specific rules for “Employer-Related Scholarship Funds” so please contact CFHZ
directly for more details on this type of fund.
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What fees are charged to the Scholarship Fund?
All Scholarship Funds are subject to an annual fee of $500 or 1.5% of the fund balance,
whichever is greater.
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How is the Scholarship Fund invested?

Most scholarship funds are invested in our “main pool” which is a highly diversified
portfolio pooled with more than 700 funds and houses our Community’s Endowment
assets. Generally, non-endowed funds are invested in our pooled cash interest account
unless the balance is substantial enough to support the committed awards even in an
investment loss was to occur.

III

Will I receive an accounting of my fund activities?
Yes. You will receive an annual fund statement. You can also access your portal, which is
linked on our website, to view fund activity and history.
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Scholarship Fund Details

FUND OPENING
Fee to Open

Initial Gift Minimum

Note: An endowed scholarship fund

can also be built to the $30,000
minimum over time.

May make gift of
appreciated assets,
e.g. stock, land

May make legacy gifts
of IRAs, life insurance
policies, charitable
annuities

May others contribute to
my fund

SCHOLARSHIP AWARDS

Date by which
pass-through funds
are needed

Year-to-year carry-over

ADMINISTRATION

Fund listed publicly in CFHZ :

print materials

Invested in CFHZ
investment pool

CFHZ.ORG
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ENDOWED
SCHOLARSHIP FUND

NON-ENDOWED
SCHOLARSHIP FUND

Yes. Credit card fee assessed by the card provider is charged to the

fund. Fee varies (avg. 3.5%)

Yes. Direct costs (fee for appraisals, title and legal work; stock
commissions; and any loss CFHZ incurs to sell the asset)
are charged to the fund

Yes. Direct costs associated with accepting the gift will be charged to

the fund

When the fund is established and
February 1in subsequent years.

Unused scholarship funds may be carried forward to award in a
subsequent year.

1.5% of average balance in the 1.5% of average balance in the fund
fund over the preceding 12 over the preceding 12 months, or
months, or $500 minimum. $500 minimum.
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