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number of months (7) for which he received
amounts under the grant in the taxable year.

(iii) For the calendar year 1956, F' receives
$3,600 as the aggregate of amounts received
under fellowship grants ($2,400 from Grant A
and $1,200 from Grant B). F will be entitled
to exclude the entire amount of $3,600 from
gross income for the calendar year 1956 since
such amount does not exceed an amount
equal to $300 times the number of months
(12) for which he received amounts under the
grants in the taxable year.

(iv) For the calendar year 1957, F receives
$4,600 as the aggregate of amounts received
under fellowship grants ($1,000 from Grant A
and $3,600 from Grant B). F will be entitled
to exclude $3,600 ($300x12) from gross income
for the calendar year 1957 and he will have to
include $1,000 in gross income.

(v) For the calendar year 1958, F receives
$2,400 from Grant B. F is entitled to exclude
$1,500 ($300x5) from gross income for the cal-
endar year 1958 and he will have to include
$900 in gross income. While F receives
amounts under fellowship Grant B for 8
months during the calendar year 1958, he is
limited to an amount equal to $300 times 5
(months) because of the fact that he has al-
ready been entitled to exclude (and has in
fact excluded) amounts received as a fellow-
ship grant for a period of 31 months. Accord-
ingly, he can only exclude amounts received
under the fellowship grant for 5 months dur-
ing the calendar year 1958, because of the 36-
month limitation period. The fact that he
was entitled to exclude only $1,400 ($200 a
month for 7 months) instead of the max-
imum amount of $2,100 ($300x7) in 1955, is im-
material and the limitation period of 36
months is applicable.

(vi) The following chart illustrates the
computation of the number of months for
which F received amounts under the fellow-
ship grants during the respective taxable
years and the computation of the total

amounts received under the fellowship
grants during each taxable year:
Number
Period for which received and source o ,;-\erggit\Jlgtds
months
1955:

June 1 to December 31 ... T
Grant A ... $1,400
GrantB .... None

Aggregate ...........ccoceeeeenne 7 1,400
1956:

January 1 to August 31 8 s
Grant A ... . 1,600
GrantB .... None

September 1 to December 31 ........ 4 ...
Grant A ..o 800
GrantB ... 1,200

Aggregate ...........coooevvinenen 12 3,600
1957:
January 1 to May 31 .. . 5

Grant A
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Number

Period for which received and source Amoyntg

months  eceive
Grant B ..o e 1,500
June 1 to December 31 . T
Grant A ... None
Grant B 2,100
Aggregate 12 4,600

1958:

January 1 to August 31 .. 8 s
Grant A None
Grant B 2,400
AgOregate .......ccccevvviiiins e 2,400

[T.D. 6500, 25 FR 11402, Nov. 26, 1960, as
amended by T.D. 6782, 29 FR 18355, Dec. 24,
1964]

§1.117-3 Definitions.

(a) Scholarship. A scholarship gen-
erally means an amount paid or al-
lowed to, or for the benefit of, a stu-
dent, whether an undergraduate or a
graduate, to aid such individual in pur-
suing his studies. The term includes
the value of contributed services and
accommodations (see paragraph (d) of
this section) and the amount of tui-
tion, matriculation, and other fees
which are furnished or remitted to a
student to aid him in pursuing his
studies. The term also includes any
amount received in the nature of a
family allowance as a part of a scholar-
ship. However, the term does not in-
clude any amount provided by an indi-
vidual to aid a relative, friend, or other
individual in pursuing his studies
where the grantor is motivated by fam-
ily or philanthropic considerations. If
an educational institution maintains
or participates in a plan whereby the
tuition of a child of a faculty member
of such institution is remitted by any
other participating educational insti-
tution attended by such child, the
amount of the tuition so remitted shall
be considered to be an amount received
as a scholarship.

(b) Educational organization. For defi-
nition of ‘‘educational organization”
paragraphs (a) and (b) of section 117
adopt the definition of that term which
is prescribed in section 151(e)(4). Ac-
cordingly, for purposes of section 117
the term ‘‘educational organization”
means only an educational organiza-
tion which normally maintains a reg-
ular faculty and curriculum and nor-
mally has a regularly organized body of
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students in attendance at the place
where its educational activities are
carried on. See section 1561(e)(4) and
regulations thereunder.

(c) Fellowship grant. A fellowship
grant generally means an amount paid
or allowed to, or for the benefit of, an
individual to aid him in the pursuit of
study or research. The term includes
the value of contributed services and
accommodations (see paragraph (d) of
this section) and the amount of tui-
tion, matriculation, and other fees
which are furnished or remitted to an
individual to aid him in the pursuit of
study or research. The term also in-
cludes any amount received in the na-
ture of a family allowance as a part of
a fellowship grant. However, the term
does not include any amount provided
by an individual to aid a relative,
friend, or other individual in the pur-
suit of study or research where the
grantor is motivated by family or phil-
anthropic considerations.

(d) Contributed services and accom-
modations. The term ‘‘contributed serv-
ices and accommodations’ means such
services and accommodations as room,
board, laundry service, and similar
services or accommodations which are
received by an individual as a part of a
scholarship or fellowship grant.

(e) Candidate for a degree. The term
“‘candidate for a degree’” means an in-
dividual, whether an undergraduate or
a graduate, who is pursuing studies or
conducting research to meet the re-
quirements for an academic or profes-
sional degree conferred by colleges or
universities. It is not essential that
such study or research be pursued or
conducted at an educational institu-
tion which confers such degrees if the
purpose thereof is to meet the require-
ments for a degree of a college or uni-
versity which does confer such degrees.
A student who receives a scholarship
for study at a secondary school or
other educational institution is consid-
ered to be a ‘‘candidate for a degree.”’
[T.D. 6500, 25 FR 11402, Nov. 26, 1960; 25 FR

14021, Dec. 21, 1960, as amended by T.D. 8032,
50 FR 27232, July 2, 1985]

§1.117-4 Items not considered as
scholarships or fellowship grants.

The following payments or allow-
ances shall not be considered to be

§1.1174

amounts received as a scholarship or a
fellowship grant for the purpose of sec-
tion 117:

(a) Educational and training allow-
ances to wveterans. Educational and
training allowances to a veteran pursu-
ant to section 400 of the Servicemen’s
Readjustment Act of 1944 (568 Stat. 287)
or pursuant to 38 U.S.C. 1631 (formerly
section 231 of the Veterans’ Readjust-
ment Assistance Act of 1952).

(b) Allowances to members of the Armed
Forces of the United States. Tuition and
subsistence allowances to members of
the Armed Forces of the United States
who are students at an educational in-
stitution operated by the United States
or approved by the United States for
their education and training, such as
the United States Naval Academy and
the United States Military Academy.

(c) Amounts paid as compensation for
services or primarily for the benefit of the
grantor. (1) Except as provided in para-
graph (a) of §§1.117-2 and 1.117-5, any
amount paid or allowed to, or on behalf
of, an individual to enable him to pur-
sue studies or research, if such amount
represents either compensation for
past, present, or future employment
services or represents payment for
services which are subject to the direc-
tion or supervision of the grantor.

(2) Any amount paid or allowed to, or
on behalf of, an individual to enable
him to pursue studies or research pri-
marily for the benefit of the grantor.

However, amounts paid or allowed to,
or on behalf of, an individual to enable
him to pursue studies or research are
considered to be amounts received as a
scholarship or fellowship grant for the
purpose of section 117 if the primary
purpose of the studies or research is to
further the education and training of
the recipient in his individual capacity
and the amount provided by the grant-
or for such purpose does not represent
compensation or payment for the serv-
ices described in subparagraph (1) of
this paragraph. Neither the fact that
the recipient is required to furnish re-
ports of his progress to the grantor, nor
the fact that the results of his studies
or research may be of some incidental
benefits to the grantor shall, of itself,
be considered to destroy the essential
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