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excludable from gross income. The re-
quirement that these expenses be inci-
dent to the scholarship or the fellow-
ship grant means that the expenses of 
travel, research, clerical help, or equip-
ment must be incurred by the indi-
vidual in order to effectuate the pur-
pose for which the scholarship or the 
fellowship grant was awarded. 

(2)(i) In the case of a scholarship or 
fellowship grant which is awarded after 
July 28, 1956, the exclusion provided 
under subparagraph (1) of this para-
graph is not applicable unless the 
amount received by the individual is 
specifically designated to cover ex-
penses for travel, research, clerical 
help, or equipment. 

(ii) In the case of a scholarship or fel-
lowship grant awarded before July 29, 
1956, the exclusion provided under sub-
paragraph (1) of this paragraph is not 
applicable unless the recipient estab-
lishes, by competent evidence, that the 
amount was received to cover expenses 
for travel, research, clerical help, or 
equipment, but such amount need not 
be specifically designated. The fact 
that the recipient actually incurred ex-
penses for travel, research, clerical 
help, or equipment is not sufficient to 
establish that the amount was received 
to cover such expenses. 

(iii) The exclusion provided under 
subparagraph (1) of this paragraph is 
applicable only to the extent that the 
amount received for travel, research, 
clerical help, or equipment is actually 
expended for such expenses by the re-
cipient during the term of the scholar-
ship or fellowship grant and within a 
reasonable time before and after such 
term. 

(3) The portion of any amount re-
ceived to cover the expenses described 
in subparagraph (1) of this paragraph 
which is not actually expended for such 
expenses within the exclusion period 
described in subparagraph (2) of this 
paragraph shall, if not returned to the 
grantor within this period, be included 
in the gross income of the recipient for 
the taxable year in which such exclu-
sion period expires. 

§ 1.117–2 Limitations. 
(a) Individuals who are candidates for 

degrees—(1) In general. Under the limi-
tations provided by section 117(b)(1) in 

the case of an individual who is a can-
didate for a degree at an educational 
institution, the exclusion from gross 
income shall not apply (except as oth-
erwise provided in subparagraph (2) of 
this paragraph) to that portion of any 
amount received as payment for teach-
ing, research, or other services in the 
nature of parttime employment re-
quired as a condition to receiving the 
scholarship or fellowship grant. Pay-
ments for such part-time employment 
shall be included in the gross income of 
the recipient in an amount determined 
by reference to the rate of compensa-
tion ordinarily paid for similar services 
performed by an individual who is not 
the recipient of a scholarship or a fel-
lowship grant. A typical example of 
employment under this subparagraph 
is the case of an individual who is re-
quired, as a condition to receiving the 
scholarship or the fellowship grant, to 
perform part-time teaching services. A 
requirement that the individual shall 
furnish periodic reports to the grantor 
of the scholarship or the fellowship 
grant for the purpose of keeping the 
grantor informed as to the general 
progress of the individual shall not be 
deemed to constitute the performance 
of services in the nature of part-time 
employment. 

(2) Exception. If teaching, research, or 
other services are required of all can-
didates (whether or not recipients of 
scholarships or fellowship grants) for a 
particular degree as a condition to re-
ceiving the degree, such teaching, re-
search, or other services on the part of 
the recipient of a scholarship or fellow-
ship grant who is a candidate for such 
degree shall not be regarded as part- 
time employment within the meaning 
of this paragraph. Thus, if all can-
didates for a particular education de-
gree are required, as part of their reg-
ular course of study or curriculum, to 
perform part-time practice teaching 
services, such services are not to be re-
garded as part-time employment with-
in the meaning of this paragraph. 

(b) Individuals who are not candidates 
for degrees—(1) Conditions for exclusion. 
In the case of an individual who is not 
a candidate for a degree at an edu-
cational institution, the exclusion 
from gross income of an amount re-
ceived as a scholarship or a fellowship 
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grant shall apply (to the extent pro-
vided in subparagraph (2) of this para-
graph) only if the grantor of the schol-
arship or fellowship grant is— 

(i) An organization described in sec-
tion 501(c)(3) which is exempt from tax 
under section 501(a), 

(ii) The United States or an instru-
mentality or agency thereof, or a 
State, a territory, or a possession of 
the United States, or any political sub-
division thereof, or the District of Co-
lumbia, or 

(iii) For taxable years beginning 
after December 31, 1961, a foreign gov-
ernment, an international organiza-
tion, or a binational or multinational 
educational and cultural foundation or 
commission created or continued pur-
suant to section 103 of the Mutual Edu-
cational and Cultural Exchange Act of 
1961 (22 U.S.C. 2453). 

(2) Extent of exclusion. (i) In the case 
of an individual who is not a candidate 
for a degree, the amount received as a 
scholarship or a fellowship grant which 
is excludable from gross income under 
section 117(a)(1) shall not exceed an 
amount equal to $300 times the number 
of months for which the recipient re-
ceived amounts under the scholarship 
or fellowship grant during the taxable 
year. In determining the number of 
months during the period for which the 
recipient received amounts under a 
scholarship or fellowship grant, com-
putation shall be made on the basis of 
whole calendar months. A whole cal-
endar month means a period of time 
terminating with the day of the suc-
ceeding month numerically cor-
responding to the day of the month of 
its beginning, less one, except that if 
there be no corresponding day of the 
succeeding month the period termi-
nates with the last day of the suc-
ceeding month. For purposes of this 
computation a fractional part of a cal-
endar month consisting of a period of 
time including 15 days or more shall be 
considered to be a whole calendar 
month and a fractional part of a cal-
endar month consisting of a period of 
time including 14 days or less shall be 
disregarded. For example, if an indi-
vidual receives a fellowship grant on 
September 13 which is to expire on 
June 12 of the following year, the grant 
shall be considered to have extended 

for a period of 9 months. If in the pre-
ceding example the grant expired on 
June 27, instead of June 12, the grant 
shall be considered to have extended 
for a period of 10 months. 

(ii) No exclusion shall be allowed 
under section 117(a)(1) to an individual 
who is not a candidate for a degree 
after the recipient has, as an individual 
who is not a candidate for a degree, 
been entitled to an exclusion under 
that section for a period of 36 months. 
This limitation applies if the indi-
vidual has received any amount which 
was either excluded or excludable from 
his gross income under section 117(a)(1) 
for any prior 36 months, whether or not 
consecutive. For example, if the indi-
vidual received a fellowship grant of 
$7,200 for 3 years (which he elected to 
receive in 36 monthly installments of 
$200), his exclusion period would be ex-
hausted even though he did not in any 
of the 36 months make use of the max-
imum exclusion. Accordingly, such in-
dividual would be entitled to no further 
exclusion from gross income with re-
spect to any additional grants which he 
may receive as an individual who is not 
a candidate for a degree. 

(iii) If an individual who is not a can-
didate for a degree receives amounts 
from more than one scholarship or fel-
lowship grant during the taxable year, 
the total amounts received in the tax-
able year shall be aggregated for the 
purpose of computing the amount 
which may be excludable from gross in-
come for such taxable year. If amounts 
are received from more than one schol-
arship or fellowship grant during the 
same month or months within the tax-
able year, such month or months shall 
be counted only once for the purpose of 
determining the number of months for 
which the individual received such 
amounts under the scholarships or fel-
lowship grants during the taxable year. 
For example, if an individual receives a 
fellowship grant from one source for 
the months of January to June of the 
taxable year and also receives a fellow-
ship grant from another source for the 
months of March through December of 
the same taxable year, he shall be con-
sidered to have received amounts for 12 
months of the taxable year. See exam-
ple (4) in subparagraph (3) of this para-
graph for further illustration. 
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(3) Examples. The application of this 
paragraph may be further illustrated 
by the following examples, it being as-
sumed that in each example the grant-
or is a grantor who is described in sec-
tion 117(b)(2)(A) and subparagraph (1) of 
this paragraph: 

Example 1. B, an individual who files his re-
turn on the calendar year basis, is awarded a 
post-doctorate fellowship grant in March 
1955. The grant is to commence on Sep-
tember 1, 1955, and is to end on May 31, 1956, 
so that it will extend over a period of 9 
months. The amount of the fellowship grant 
is $4,500 and B receives this amount in 
monthly installments of $500 on the first day 
of each month commencing September 1, 
1955. During the taxable year 1955, B receives 
a total of $2,000 with respect to the 4-month 
period September through December, inclu-
sive. He may exclude $1,200 from gross in-
come in the taxable year 1955 ($300×4) and 
must include the remaining $800 in gross in-
come for that year. For the year 1956, he will 
exclude $1,500 ($300×5) from gross income 
with respect to the $2,500 which he receives 
in that year and must include in gross in-
come $1,000. 

Example 2. Assume the same facts as in ex-
ample (1) except that B receives the full 
amount of the grant ($4,500) on September 1, 
1955. Since the amount received in the tax-
able year 1955 is for the full term of the fel-
lowship grant (9 months), B may exclude 
$2,700 ($300×9) from gross income for the tax-
able year 1955. The remaining $1,800 must be 
included in gross income for that year. 

Example 3. C, an individual who files his re-
turn on the calendar year basis, is awarded a 
post-doctorate fellowship grant in March 
1955. The amount of the grant is $4,500 for a 
period commencing on September 1, 1955, and 
ending 24 months thereafter. C receives the 
full amount of the grant on September 1, 
1955. C may exclude from gross income for 
the taxable year 1955, the full amount of the 
grant ($4,500) since this amount does not ex-
ceed an amount equal to $300 times the num-
ber of months (24) for which he received the 
amount of the grant during that taxable 
year. 

Example 4. (i) F, an individual who files his 
return on the calendar year basis, is awarded 
a post-doctorate fellowship grant (Grant A) 
for two years commencing June 1, 1955, in 
the amount of $4,800. He elects to receive his 
grant in monthly installments of $200 com-
mencing June 1, 1955. On March 1, 1956, F is 
awarded another post-doctorate fellowship 
grant (Grant B) for two years commencing 
September 1, 1956, in the amount of $7,200. He 
elects to receive this grant in monthly in-
stallments of $300 commencing September 1, 
1956. 

(ii) For the calendar year 1955, F receives 
$1,400 from Grant A which he is entitled to 
exclude from gross income since it does not 
exceed an amount equal to $300 times the 
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 ($300×12) 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 ($300×5) 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 ($300×7) 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: 

Period for which received and source 
Number 

of 
months 

Amounts 
received 

1955: 
June 1 to December 31 ................. 7 

Grant A .................................... .............. $1,400 
Grant B .................................... .............. None 

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

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

September 1 to December 31 ........ 4 
Grant A .................................... .............. 800 
Grant B .................................... .............. 1,200 
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Period for which received and source 
Number 

of 
months 

Amounts 
received 

Aggregate ......................... 12 3,600 
1957: 

January 1 to May 31 ...................... 5 
Grant A .................................... .............. 1,000 
Grant B .................................... .............. 1,500 

June 1 to December 31 ................. 7 
Grant A .................................... .............. None 
Grant B .................................... .............. 2,100 

Aggregate ......................... 12 4,600 
1958: 

January 1 to August 31 .................. 8 
Grant A .................................... .............. None 
Grant B .................................... .............. 2,400 

Aggregate ......................... .............. 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 
students in attendance at the place 
where its educational activities are 
carried on. See section 151(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] 
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