UNIVERSITY OF WISCONSIN - MADISON

DEFINITIONS

IRS Definition of a Scholarship/Fellowship
· Scholarship and fellowship payments are treated the same for income tax purposes (Regulations 1.117-3)
· If a scholarship or fellowship represents a payment for past, current, or future services then the payment is considered wages.  

IRS Publication 970 (2013) - Tax Benefits for Education and IRS Topic 421 - Scholarship and Fellowship Grants.

· Scholarships and Fellowships 
A scholarship is generally an amount paid or allowed to, or for the benefit of, a student (whether an undergraduate or a graduate) at an educational institution to aid in the pursuit of his or her studies. 

A fellowship is generally an amount paid for the benefit of an individual to aid in the pursuit of study or research. 

Amount of scholarship or fellowship.   The amount of a scholarship or fellowship includes the following: 

· The value of contributed services and accommodations. This includes such services and accommodations as room (lodging), board (meals), laundry service, and similar services or accommodations that are received by an individual as a part of a scholarship or fellowship.

· The amount of tuition, matriculation, and other fees that are paid or remitted to the student to aid the student in pursuing study or research. 

· Any amount received in the nature of a family allowance as a part of a scholarship or fellowship.
National Association of College Business Officers (NACUBO) Definition of a Scholarship/Fellowship
· Scholarships

Scholarships are classified as resources restricted to provide financial support to undergraduate, graduate, and/or professional students based on academic achievement, need, or other criteria. Typically, this sub-category includes grants-in-aid, trainee payments, and tuition and fee waivers to undergraduate students. Typically, scholarships are restricted for and awarded to undergraduate and professional students, but it is also allowable to award scholarships to graduate students (unless prohibited by any applicable guidelines). Scholarships include outright financial aid, trainee payments, and tuition and fee waivers which are used to aid students in the pursuit of their studies (i.e., these payments are typically used by the students to offset educational expenses such as tuition, fees, room & board, books, school supplies, etc.). Recipients of scholarships are not expected to render services to the institution as a consideration for their scholarship, nor are they expected to repay their scholarships.

· Fellowships

Fellowships are classified as resources restricted to provide financial aid and trainee payments to graduate students to aid in the individual’s pursuit of study or research. Typically, this sub-category includes grants-in-aid and trainee payments to graduate students. Fellowships are a common form of aid typically awarded to graduate students, and recipients of fellowships are not expected to render service to the institution as consideration for their fellowship, nor are they expected to repay their fellowship award. Thus, fellowships do not include funds for which services to the institution must be rendered, such as assistantships or payments for teaching, which both require performance or service on the part of the individual.

· Prizes/Awards

Resources restricted to provide a direct financial payment to graduate, undergraduate, and/or professional students based on achievement, performance or other criteria. These awards/prizes are made in the form of a direct monetary payment to the student, and are not related to employment services. Typically, unless otherwise stated in any applicable guidelines, there are no restrictions on how the student can use the award money (i.e., this money can be used by the student for any purpose; it is not limited to strictly educational expenses), and these award payments are typically the result of an award/payment issued to a student as a result of the student’s performance in some sort of competition or contest. These payments to the students would typically be considered taxable income to the student.

UW System Administration (UWSA) Definition and restrictions on a Prize/Award (http://www.uwsa.edu/fadmin/fppp/fppp46.htm)
· Prize

Something of value conveyed as a result of chance, generally for promotional purposes, to one or more participants in a University-sponsored event.  Prizes may be awarded only in situations where benefits are expected to accrue to the University. Examples include door prizes to persons attending athletic events and prizes awarded as incentives to encourage responses to customer questionnaires and other types of surveys. The anticipated benefits of awarding a prize must be documented, and the decision to award prizes must be approved in writing by the chancellor or his/her designee.
· Award

Recognition or something of value conveyed as a result of competition, merit or in recognition of service to the institution on the part of the recipient.  Awards are based upon competition or merit are made to recognize academic or athletic achievements of students; service awards may be made to recognize members of the community and noncash awards may be made to recognize employees for distinguished service, upon retirement or at other career milestones.

Other Definitions (http://www.irs.gov/publications/p519/ch01.html)
· Permanent Resident

You are a lawful permanent resident of the United States at any time if you have been given the privilege, according to the immigration laws, of residing permanently in the United States as an immigrant.
· Resident Alien (RA)
To be classified as a resident alien, the individual must meet one of two tests:

1. Green Card Test:  A non-resident alien is a lawful permanent resident of the U.S. at any time if they have been given the privilege, according to the immigration laws, of residing permanently as an immigrant. This status usually exists if the Bureau of Citizenship and Immigration Services has issued a green card.
2. Substantial Presence Test: A non-resident alien is classified as a resident alien for tax purposes if they were physically present in the U.S. for 31 days during the current year and 183 days during a three-year period that includes the current year and the two years immediately before that.  Information on the test is available at http://www.irs.gov/pub/irs-pdf/p519.pdf
· Nonresident Alien (NRA)

If a person does not meet either the Green Card or Substantial Presence Test, then that person is classified as a non-resident alien.

· A new arrival on a J-1 or F-1 visa is generally a non-resident alien.
· Students (F-1 or J-1 visa status) will not meet the substantial presence test until they have been in the USA for 5 calendar years and visiting teachers/researchers (J-1 visa status) will not meet the substantial presence test until they have been in the USA for 2 calendar years.
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