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What to keep in-mind with Scrip based "Tuition Rebate" programs

The ever increasing demands of costs associated with running a quality private school requires many innovative and dynamic ways to off set and manage tuition increases. Schools want to offer a quality education at the best price possible. National Scrip Center is dedicated to providing insight and information that helps schools and nonprofit organizations grow their fundraising and giving programs. 

In an attempt to focus in on the important topic of tuition management and possible reductions via rebate or discount programs that utilize scrip, National Scrip Center has put this white paper together to give insight and share ideas. The following information is not a legal recommendation or document; remember it is important that any organization that has specific legal or tax questions they should work with their own representatives. At the same time, National Scrip Center wants to share the best practices and thinking based on fifteen years of experience with our customers.

A few facts to think about:

· There is an increasing demand for private school attendance

· That a growing number of families are borrowing money to pay for tuition in private schools

· Catholic private schools (the largest segment of private schools in the US) are under pressure to increase teacher salaries to retain and hire quality educators

· Nationally, Catholic school enrollment increased to 2.61 million in 2001 academic year, up from 2.58 million in 1990, after a decades-long decline from a peak of 5.2 million in the mid-1960s. Fifty-four new schools opened last year, while 61 were closed or consolidated
· Today, average private elementary school tuition is $3,100 a year, and average high school tuition is $6,100
A majority of private schools, religious affiliations and non-religious, across the United States utilize some type of scrip fundraising program to off set the cost of tuition. NSC would estimate in some states the percent of private schools using tuition rebates or discounts via a scrip program to be in the 70% plus range. 

These programs are called tuition rebate or reimbursement programs. In the simplest of terms, if a parent buys scrip over the school year they earn a discount on their tuition. The parent gains the full face value of that purchased gift certificate (i.e. $100 department store X gift certificate) and the school gains the discount between the face value and what they buy it for from a scrip provider (i.e. 10% off face value which = $10). The schools and nonprofit organizations buy scrip either direct from a retailer or from a service company like National Scrip Center. The school gets $10 dollars and the parent gets $100 of spending power and the retailer supports the local community. A win-win for everyone.

Scrip programs are managed by volunteers and internal staff at schools, churches and organizations. A well-run program with approximately 100 active families can raise significant funds to help off set the high cost of private school education. On average tuition can be reduced by 10% to 20% based on the scrip commitment.

Also a scrip tuition rebate program is easy to do for all involved. Scrip fits the lifestyle of your participating families – they shop where they normally would, and buy items that they need and want. It is very different than asking for someone to buy wrapping paper or blocks of cheese. The participating families (or the kids) are not asked to solicit anyone for anything. A family buys what they want, when they want and it fits their lifestyle. No need to put the kids on the street selling, eliminating all the worries associated with this low return approach!

The goal of a solid scrip program is simple, target the buying behaviors of your supporters and let them buy what they want from you. If they choose the option to buy they earn a discount, if they choose not to they pay the full price of the tuition. 

Why Scrip Is Important To Private Schools?

Without a healthy and active scrip program many organizations would not be able to operate a successful, inclusive private school. It is important to realize that, many private schools might need to increase their tuition to parents by 10% to 20% if they did not have a scrip tuition program. 

How many schools would be able to pass on a 10% to 20% tuition increase? How many parents would be impacted by such an increase? How many students might not be able to go to the schools their families choose?  A well-run scrip tuition reimbursement programs allows for many different people to send their children to the private school(s) that match their values and interests. 

Scrip allows for schools to accept more students and have more funds to improve the education of their students – while keeping private education affordable.

Benefits Of A Scrip Tuition Reimbursement Program:

· Keeps tuition costs manageable and reasonable

· Allows more students from divers backgrounds to attend schools of their choice

· Scrip matches the lifestyles of the parents and kids

· No worries and no soliciting like selling door-to-door cookies and wrapping paper

· Easy to offer for a school and easy to use as a parent

Points To Keep In Mind:

Building A Solid Tuition Reimbursement Scrip Program

 NSC hears from a wide variety of charities and schools. We have seen the good, the bad and the great. In an effort to share approaches that have worked with other schools when setting up and operating a scrip tuition reimbursement program.

Top Points & Questions:

Opt-in Program: Participation is voluntary.  No one is forced.  A parent has the free choice of paying the regular rate, or participating to gain the discount via scrip purchasing. 

Types Of Support That Could Earn A Rebate: Throughout the country many schools count Scrip sales among their top and best results fundraising programs to supplement tuition receipts – along with other support activities. These tuition discounts follow a pattern, typically dividing those who pay tuition for their children into two groups, sometimes three.  The first includes parents whose dependent students are adherents to the faith, members of the congregation or otherwise denominationally affiliated with the school.  The second group contain those who have no direct affiliation.  The third group contains those who support the school by non-cash donation of services and activities to create cash savings to the school were it forced to obtain the same in the open market.  For example, schoolyard supervisory duties, janitorial chores, particularly in connection with events, athletics and drama, coaching, conduct of bazaars, dinners, dances, social occasions as fundraisers, supervision of students on field trips, alumni gatherings, and any other activity involving donated time and service which redounds to the financial benefit of the school.  Among such other activities the purchase and the use of Scrip is counted for qualification as a "participant" for tuition discount.

Levels Of Tuition = Levels Of Rebate: Tuition rates present discounts according to the classification of the rate payers.  The top rate is normally the amount calculated to pay the cost or near cost of supporting the student in the school. This rate applies to students from those families who are not denominationally affiliated with the school. A second rate, at a discount from the top rate, is for those students who are affiliated denominationally, available on a showing that they are supportive of the faith or denomination, or congregation, who contribute to overall support in a general way.  Then there is a discounted rate for those who are considered participants in the direct support of the school, the third major group.  This group may be broken into subclasses, a discount available to those in class one and a discount for those in class two.

Minimum Levels Of Support: Participation is indirect support of the school itself and should be measured by a set of standards; a minimum number of hours in some or all of the activities and services for which they may be called, having volunteered to be available to the call.  In the case of Scrip it is typically a minimum amount of purchase of Scrip during the school terms, monthly, semester or otherwise.   This is the general approach; there may be many variations.  Obviously, standards must be fixed and administration depending on the size and organization of the school.  

Offer The Rebate Program To All Families:  We are advised there is no legal reason why an institution cannot charge a full "market rate" in tuition and fees to those who have no special claim to receive the services, such as denominational adherence, while offering a discounted rate to "members of the faith" and others who by affiliation indirectly support the institution and contribute to its welfare.

The key is that the definition of participants is based on objective minimum standards, rather than on the assignment of dollar amounts, per the hourly or daily performance of the various task and services on the volunteer list.  For example, with particular attention to the purchase and use of Scrip, the case is not whether the participant buys $300 a month or $3000 a month, or more or less, it is whether that person periodically buys and eventually uses, on his own account, some reasonable minimum amount.

Buying Scrip Does Not Make A Parent An Employee: Parents who enjoy tuition discounts while using Scrip to support the school DO NOT become employees of the school or affiliated Church, and are not subject to personal income taxes on the tuition discount. If there are any questions it might be in the wording and structure of the tuition plan and agreement that the school is using.

Legal Counsel has advised NSC that under section 117 of the Internal Revenue Code special provisions are made to allow non-taxable tuition discounts for the children of parents who are employed by the school in the real sense of the word.  For example, teachers, principals, maintenance staff workers.  The proposition that someone employed by the church that uses Scrip creates a business partnership between the school and the merchants or service establishments, which issue the Scrip, is unsupportable.  If a school teacher buys all of her groceries at her favorite corner market it makes no sense to say that she creates a business organization between her employer and the store she patronizes.

If she uses an affinity credit card on which the grocer makes a rebate to a charity of her choice and gives her credit for mileage discounts on air travel, a partnership results between her charity, the grocer and the airline?  If she chooses to use Scrip issued by her corner grocer, it still makes no sense to say that she puts the grocer into partnership with her favorite charity.

Additional Point To Consider:

· Do not assign dollar values to the time and nature of services by parents and friends of the school and then discount tuition bills on an equivalent basis.  This is tantamount to hiring these people for wages or salary, and may indeed raise the question whether the discount is taxable income, and whether this income is subject to payroll taxes and withholdings.

· In the case of Scrip purchase counted as contributing to the qualification of a particular student or students for discounted tuition, do not discount a tuition bill in the equivalent of the dollar amount generated back to the school by the use of the Scrip, or in any proportion to that dollar amount.  Set the standard at a reasonable minimum, something calculated to correspond to the average family purchases for ordinary needs, such things as food, clothing, motor vehicle fuel, and other goods and services within a normal range and for which Scrip is readily available in the program.

· Avoid putting a qualification for discount solely on the ground of Scrip purchases.  Scrip purchases should be one of many factors.  If a person does not care to use Scrip, that person should be able to qualify by participation in other available activities.

· Seek professional assistance from your school's tax advisors, legal and accounting.

· Remember always that the Scrip program must be operated by volunteers. Only an "insubstantial" amount of services to a Scrip program may be compensated.  Insubstantial generally means very little in proportion to the overall effort.  Attorney and accountant tax specialists know that Internal Revenue Service rulings, not amounting to court precedent, but serve as guidelines on the question of unrelated business tax on the income of a scrip program that loses its volunteer exemption.

While the National Scrip Center cannot render legal or accounting advise to you, if you have or think you have a problem in this field, do not hesitate to let us know about it.  We will try to serve you, short of doing that which should be sought from licensed professionals.

We believe that a well designed, run and managed scrip tuition reimbursement program allows for an improved educational environment, at a value – allowing all people the chance to get the education they desire. 
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