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August 20, 2010

Internal Revenue Service

TE/GE Division Group 7887
Attn: Terry Izumi

9350 Flair Drive, Second Floor
El Monte, California 91731-2828

Re:  Herzing Educational Foundation Ltd,
EIN: 27-1503981
DLN: 17053006475010

Dear Ms, [zumi:

The purpose of this letier is to respond to the inquiries set forth in your August 3, 2010 letter and
the telephone conversations thal we have had. The numbers hercin correspond to those
appearing on page 3 under additional information needed.

l.(a) The Board of Directors of the Applicant, as presently constituted, is controlled by
or in ile hands of unreiaied individuals selected from vanous communities. There are five
directors, three of whom are unrclated to each other, the Applicant (other than being a director)
and Herzing, Inc., namely Messrs, Bowen, Heffernan and Hutton, The rule in Wisconsin with
regard 1o non-stock erganizations such as the Applicant is that a simple majority of the Board of
Directors controls,

Eva Youngblood is an outside director of Herzing, Inc. who 15 regarded as truly an
outside, independent director. She has no ownership interest in either Herzing, Inc. or the
Applicant. From the Applicant’s perspective, there are four out of five independent direciors
with no ownership interest in the Applicant or Herzing, Inc.

Henry G, Herzing, the remaining director is a director of Herzing, Inc. and through
atiribution from family members, a majority shareholder of that entity,
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A modification to the Board as suagested by your August 3, 2010 letter, remaoving two directors
would not establish outside independent control of the Applicant’s Board because it 1s already
there. After reconsideration of the relationships of the present Board of Directors wherein
unrelated outsiders completely control the Board, T would be happy to discuss this matter with
you in preater detail.

With regard to officers of the Applicant, we can propose placing one of the other directors or a
new director as chairperson and president. To the extent that the presence of Henry G. Herzing
is deemed fatal to the qualification of the Applicant as a tax exemp! organization because of his
interest in Herzing, Inc., he would be willing to resign as a director or officer or both. Because
he can be outvoted, we had viewed this as a non-issue.

We can also place someaone other than David Brzeczkowski as the secretary/treasurer, although
he was put in that slot because of his qualifications and ability to do the job, as was the case with
all of the other officers and directors. He i1s an employee of Herzing, Inc. and has served as
corporate secretary/controller of that entity since 1995, He owns no stock in Herzing, Inc. and is
not compensated on a bonus/formula basis and, therefore, has nothing to gain or lose by virtue of
his relationship with the Applicant. His role is strictly accounting and keeping records of
meetings.

1.(b)} If a modification of the Board iz desmed warranted after a review of the Board as
presently constituied, the information requested will be provided for new directors and/for
officers. We believe that the present slate of directors possesses all of the qualifications
necessary to effectively serve 1n their position. Having said that, if a substitution of direclors
Youngblood and Herzing is deemed warranted by the Service, we would be willing to make that
change,

We believe dav-to-day operations will be minimal. Herzing, Inc. will provide office
space and administrative services to the Applicant without charge. It is anticipated thai
Applicants for scholarships will be invited lo send their complete applications for financial
assistance to a designated individual at Herzing, Inc. who will be charged with the responsibility
of verifying the information provided by the applications and then presenting the applications lo
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the Board of Directors for consideration for scholarships. Since the Applicant has no {unds or
offices, by the process of elimmation. we are left with this mailing address.

The plan s to solicit graduates of Herzing schools and their emplovers for contributions
to fund scholarships. Assuming 560,000 is received and assuming a 33,000 scholarship is
awarded, that would mean 20 people would receive scholarships. We think that the directors
would prabably review 120 to 150 applicants but there is no way of knowing how many people

would apply.

In view of projected activity levels, we do not anticipate day-to-day invelvement by the
directors. They would meet infrequently. With regard to soliciations of Herzing, Inc. graduates
and their employers, we envision this occurring through and under the auspices of the Applicant
without the involvement of Herzing, Inc. but de not envision this to be a full time job either,
Advertising will take place on the internet. The expectation is that the Applicant would be able
to find people willing to work in these positions for no compensation or Herzing, Inc. would
provide assistance on a no-charge basis.

l.{c) The underlying purpose of forming the Applicant was to create a vehicle that
would assist students in need of financial aid. There is no intent to use the assets of the
organization for any other purpose. [f some outside check mechanism is deemed necessary, the
Applicant could adopt a policy requiring a review by independent accountants, if there is no
change to the Board of Directors. or independent directors would monitor each and every
disbursement to ensure its authenticity and appropriateness. We believe that the net eamings of
the Applicant will inure to the benefit of the scholarship recipient. From the viewpoint of the
school, it would receive the same tuition if the student received a scholarship or not.

As a practical matler, it is anticipated that the administrative and operational expenses ef
the Applicant will be underwritten by Herzing University until such time as the Applicant has a
sufficient amount of money to pay them. The present belief is that volunteers or some Herzing
employees may assist with the day-to-day admimistration of Applicant.

I respectfully call to vour attention the fact that the Board as presented is not controlled
by one family or people with a financial interest in either the Applicant or Herzing, Inc. As
discussed under point 1.(a) above, the present majority of the Board is independent. To the
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extent that Ava Youngblood is not considered tainted because of her being a direcior of Herzing
University, 80% of the Board 15 independent of Harzing, inc.

With regard to the issue as to whether a Board controlled by one family or people wilh
financial interest would better serve the public interest than an independent Board representing
the community, the answer based upon the facts and circumstances and anticipated operations in
this matter, is neither would be better than the other. The problem with this question is it
assumes the Applicant has a controlled Board which it dees nol. Baoth a controlled Board and an
independent Board would be involved in fundraising and the review of scholarship applications.
The money would go lo students in either event. Therefore, in the final analysis, neither would
be more well postured to serve the public interest than the other.

1.{(d) While il is true that the Applicant would gladly receive contributions from anyone
for the purpose of funding scholarships, the expectation was that the people who would most
hkely have an inclination to contribute to the Applicant would be graduates of Herzing
University and employers of those graduates or businesses owned by those graduates. To that
end, the idea was that the name recognition or similarities of names would result in generating
more revenue to fund scholarships than would otherwise have been the case thereby resulting in
a greater public good.

If the belief is that the public and scholarship recipients would benefit from a name
change or more money could be raised or more scholarships granted, we would certainly be
mterested in exploring the logic of that conclusion.

Inscfar as the concept of & prvate benefit is concerned, under wvirtually any
circumstances, someone is benefiting from contributions made to tax exempt entities, unless the
entity never disburses the money it obtains. The enlity disburses the [(unds and someone
benefits. In certain instances, for example organizations employing professional fundraisers,
fundraising expenses are approximating 80% to 90% of the amount of revenue raised, which is
clearly benefiting a private individual more than the orzanization but diluting and leaving only a
minimum amount for charitable purposes. In the case of the Applicant, it is anticipated that all
of the money thal il receives less nominal expenses will be used for scholarships. In the instant
case, it is not anlicipated that Henry Herzing will have a significant formal voice in the
Apphecant’s activities or substantial, formal and practical control over its income. As suggested,
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if his presence is deemed fatal to the qualification of the Applicant as a tax exempt enfity, he
would be willing to withdraw from the positions he holds,

2.(a) Description of Herzing University., Herzing University is a multi-site, regionglly
accredited, carcer focused umiversity, founded 45 years ago, with locations in Atlanta, Georgia,
New Orleans, Louisiana; Birmingham, Alabama; Madison, Wisconsin, Minneapolis, Minnesota;
Akron Ohio, Toledo, Chio; Brookfield, Wisconsin; Kenosha Wisconsin and Orlandoe, Flonda. As
of summer 2010, there are 7,300 students enrolled and the average tuition is $425 per credit with
{ull time wwition cost for an academic year varying between $10,000 and $14,000, depending on
the program and the number of credits taken. The University’s mission is 1o offer career
education in technology, business, health care, design and homeland security/criminal justice
with programs ranging from certificates to Associate, Bachelor and Master degrees.

2.(b) Size of scholarship. The number of students scrved cach year will grow with the
size of donations received and performance of the Herzing Education Endowment created from
our fundraising efforis and donations from our supporters. In the first year, we estimate 50 to
100 students would receive scholarship awards and another 50 to 100 will benefit from the
emergency grants and professional clothing bank (see 5(f). The Herzing Educational Foundation
Scholarship will vary between $500 and $1,500 per year per recipient. We also expect (o
fundraisc for an endowment 1o support future scholarships and a student emergency fund as
outlined in 5(f). Named scholarships and additional endowments will be based on the criteria set
forth by the person or entity (such as the alumni association, other foundations, clubs and
employers) creating the scholarship program as long as they fall under the rules of the 501¢(3)
structure,

2.(c) 'The Herzing Educational Endowment and its specific scholarships will serve
continuing and reentolling stadents at Herzing University.

2.(d) We do not currently advertise the Herzing Educational Foundation Scholarship
elsewhere. There are additional scholarships advertised in our catalog.

2.(¢) The Herzing Educational Foundation Scholarship is not the only scholarship
advertiscd and 1s not used as a recruiting too! as it is only for continuing and reenrolling students
who meel the specific critenia sel forth by the scholarship. As the foundation matures and
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additional endowments are created by outside entities, there mav be opportunities available for
new students if so directed by a donor

1 We have not crealed any brochures pamphlets, newsletters or advertisements in
regard to the foundation, as we are waiting for a favorable determination letter, We do have a
website created that is not live on the web. Copies of its pages are attached.

4. Therc are no written leases, contracts or agreements eniered into by the Applicant.

5.a) Except as set forth below, there are no restnclions or limitations on who may
apply or whom the Applicant will consider as possible grantees. Generally, students who apply
for scholarships must be at least in their second semester at Herzing University and in good
academic standing. However, lhe granices will have to meet the specific cnteria set forth by
scholarship. For example, a group of paralegal graduates from the New Orleans campus have
approached us aboul creating a scholarship to support a paralegal student in the name of a
paralegal instruclor who recently passed away. The monies for this named scholarship would be
made available to a person who meets the criteria the scholarship’s founders (the paralegal
alumni) who would most likely state that at a mimmum the grantee is a paralegal student
attending school at Herzing University on (he New Orleans campus. No scholarships will be
made available to employees or their dependents, owners or officers of Herzing University or
trustees or officers of the Foundation or their dependents, or to Scholarship Committee members
or their dependents,

5.(b) A Scholarship Committec 1s responsible for selecling the recipients of all
scholarship dollars regardless of who initiated or created the scholarship. Where there are
specific criteria established by donors, as in the New Orleans Paralegal example above, those
cntena will be followed. Where contributed funds are not restricted by the donors, scholarships
will be awarded in the amounts of $500 1o $1,500 per year to those students considered most
deserving based upon need and academic performance. The current Scholarship Commuttee is
composed of the Executive Director of the Herzing Alumni Association and a Herzing Alumna,
Amy Chastek, Herzing, Inc. Board Member, Ava Youngblood and Doclor of Chiropractic
Medicine, Peter Hellernan.
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5.(c) Relatives of the SchoLirship Committee are not chgible for scholarship assistance.

5.(d) Spouses, children, descendents, spouses of decedents and other persons related to
the Foundation's officer or directors are not eligible for grants.

5.(e) The Foundation’s programs will be advertised through the Umiversity’s and
Alumni Association’s publications mcluding newsletters, links to the Foundation’s website,
email promotions and during campus activities specific to the Foundation and Alumni
Association.

5.(f) Scholarships will be awarded to students as dictated by the scholarship’s criteria
as established by donors (consistent with IRS restrictions), The Herzing Educational Foundation
unrestricted donations and eamings on unrestricted endowment will be used each year as
follows:

(1)  Twenty percent of unrestncted donations will be used to support
communily projects or other nonprofit organizations in the communities that the Herzing
University System has campuses,

(2) A professional clothing bank for needy college students which will be
created and housed within Herzing University, but available to students attending any college.
The Foundation will also allocate some funds to assist Herzing Umiversily students in times of
crisis with money and (ransportation assistance to help them get back on their feel after a severe
illness, natural disaster, accident or other life crisis.

(3 The balance will be used each year for scholarship as indicated above.

As part of our social responsibility efforts, once a year the Foundation will hold a
fundraiser to support the Boys and Girls Club of America.




WEISS5
BERZOWSKI
BRADY!.

Intermal Revepue Survice
TEAGE Davizion Group 7857
Al Terry e

August 20, 2010

I'age 8

Please contact me after you have had an upporiunity to review the mfomnation submittcd. The
penalties of perjury annotalion signed by an officer of the applicant appears below.

Wcry truly yours

Michzel M. B

MMB bl
Enclusures

Under peaalties of peury, | declare that | have exaimined this mformation including
accompanying documents, and to the best of my knowledge and helief, the infonmation conlains
all of the relevint facts relating to the request for information and such facts arc true, correct and
complete.

Dated lhis’ﬂ day of August, 2010,




STATE STUDENT AID PROGRAMS—MINNEAPOLIS

The Office ol Higher Education administers several finandal aid programs that provide grants, loans, and work opporfundies for
gualified Minnesota resident stodents. The state of Minnesota aid programs include the following;

- Minnesora State Grant Program

+ SELF Loan Program

+ Minnesata State Waork Study Program

« Pastsecondary Child Care Grant Program
+ Minnesota Achieve Scholarship Pregram
+ Minngsota Indian Scholarship Program

+ Minnesota Gl Bill Program

+ Pubhic Satety OHicer’s Survivar Grant

Mare information on thess programs is available from the Financial Aid GHfice.

STATE STUDENT AID PROGRAMS—OMAHA

+ Grant Program: The-state of Nebraska provides financial assistance to Nebraska residents thraugh the state grant program.

OTHER FINANCIAL ASSISTAMNCE
« Herzing University Tuition Payment Plan
» Employer Reimbursement Plans
+ Schaolarship Programs
+ Institutional Grant Program

Herzing University Tuition Payment Plan

Rather than requiring that tuilion and lzes be pald in full prior to the star of each semester, Herzing University may allow a student an
interest-free payment plar that provides affordable monthly payments worked our in accordance with individial fammily circumstances,
as reflected in the finangdal infarmation submitted to Heszing University, Students must have pald for each semesters tuition in full
through cash payments, federal student ald progrms, of other financial assistance prior to sitting for final exarminations,

Employer Reimbursement Plans

Students may be eligible for emplayer twition reimbursement benefits. Stedents shauld contact their SUPEIVIsar 3t work or their benafits
office to determine If tuition reimbursement is available. Tuitlon reimbursement does not eliminate the students responsibility to pay
tuitian before the commencement of classes or according 1o the sthookapproved payment plan.

Scholarships and Awards
To remain eligible for all schiclarships and awards, the student must maintain a minimum of 2.0 CGPA and be enrolled full-fime:

erzi i i hi
High school seniors whoss Herzing University entrance scores ars in the upper one-tenzh of the scores of studants accepted by Herzing
University in the pries year may qualify far a $500 Herzing High School Merit Schatarship (5250 to be awarded per semester of full time
study for the first twa semesters of the student’s attendance at Herzing Universing) The student must have applied to Herzing University
and for the scholarship by August 19.of the year inwhich the student graduates from high school, Another stipulation is that the student
must alzo stant full-time studies at Herzing University in the same year of hisfher graduation from high scheel. An application for a
Herzing High School Merit Scholarship can be obtained from the Admissions or Financial Aid Office. Students will be informed of the
results within two weeks of making appfication for the scholarship, but nat prior 1o Jamaary 15 of their year of graduation,
Henry G. Hetring Scholarship {Does not apply to Onling Campus)
A Henty G. Herzing Schofarship, if available, [s awarded at each Herzing University campus 1o a current high school graduate who
commences fuli-time studies &t Herzing University in the same year the student graduates from high schogl, The scholarship

consists of $500 per semester for faur semesters of full-time study. This scholarshiz is not awatded in agdision (o the High Schoal
Merit Scholarship.

An applicant must mieet the following cniteria in order 1o be considered for this schofarship:
t. Demansirate a need for financel assistance
3

& Receive a recommendatian from two references of the 2pplicant’s high school teaching or counseling s1aff

3. Sobmil 3 gqualifying essay al 150 ta 100 words as to why hefshe s pursuing the field of study being apalied for and why hefshe
chose Herzing University.

65 HERZING UNIVERSITY UNDERGRADUATE CATALDG SEPTEMBER 2010-2011
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To apply fot 2 Henry G. Herzing Scholasship, inferested high schogl seniors can obtain 2n application froe an Admissions Advisor at
Herzing University. This application should be completed and submined 10 the University by April 15, Scholarship winners will be
notfied by May 152

An Adult Learner Scholarship is availatiie at each campus each semester. The scholarship amount and the awarding of the scholarship
for any semester will be determined by the Scholarship Selection Committee. The scholarship will be for an amount nol exceeding 5500
per semester of hull-time study for teo semesters, An applicant must meet the loliovang criteria:

1, Dees not qualify for the Herzing High School Merit Scholarship of the Henry G. Herzing Scholarship
1. Demonsvrates the need for inandal assistance.
1. Receives two written recommendations fram employeid or educators,

4 Submits a qualifying essay of 150 to 300 words 35 to why hefshe is pursuing the Feld of study being apphed for and why he/she
chose Herzing University,

Applicants must complete the apolication and submit it along with the recommendatians ang qualifying essay no later than two
weeks priaf o the stant of the first semester to quality for the Adult Learmer Scholarship for that sernester start. Students who miss
that deadline may submit an application poior 1o the starl of their second semester but. afier that tine, this scholarship is no longer
available to tham.

Agademic Award

Students with a cumulative grade point average in the upper 5% of the student body afier their second or subsequent semester
(completion of at least 24 credits a: Herzing University) will receive an acadenvc award of 5150, The award s a credit 1o the next
semester’s twition if the student is carrying a cowrse load of a1 least 12 credit hours. Mo application is reguired. The award will be
determined by the Financial Ald Deparunent, and the student will be notified If they are an eligible recipient.

Azademic Persistence Award

This award is made available 1o stwdents wha initially enrall 3t Herzing University in an assoclate’s degree of bachelor's degree program
and continue through to completicn of 3 bachelor's degree an a full time basis with no interruption in their education, To quality for this
award, transfer students must complete 75% of the credits required for the completion of their bacheler degree at Hereing University.
The award [5 a $400 credit to the tuition account of the student during thelr last semaster of study. Students wha believe they qualify
far the award must obtain an application from the Financlal Ald Cepartment and submit it to that department prior 1o starting their last
semesier of study at Herzing Undversity,
- slarship for Completi i sl

A student who [ in the process of completing a second degree program (majorl. second minor. o concentration within &
bachelor’s degree program will be entitied to ieceive an institutional scholarship for 3 course of his. her choice during their final
semeiter of study.

Ingtityiignal Grants

Based upon extracidinary studen! need anclor unusual conditions of change of circumstances. students may be awarded an
instituthonal grant. Such detsrmination is made by the Institutional Grant Committee composed of the Campus President, Director of
Financlal Services, and one other staff member. The standard application for financial aid can also be used as the application lor this
grant, The deadiine for submission of the application for this grant i prior 1o the end of the add/drop period of each semester, Awards
will be made based upon the number of stodents with extraordinary need and the degree of the need. The ameount of the award is
rarmally between 5200 and 5700 per semester. The average award is typically 5300,

REFUND POLICY

Federal Return Palicy

A calculation of both the Return of Title IV Funds and the institutional refund poficy wiil take place upon a student’s oHicial withdrawal,
In the case of an uncficial wathdrawal, the institution will perform the calculations when Herzing Univessity makes the determination
the student has withdrawn. Please contact the Business/Fiscal Office 10 receive a copy of these caleulations. Any Title V-eligible student
{applies to any student receiving any federal financial aid at this institution except Federal Wark-Study| who withdraws is subject to a
pretated retuen of Federal Financial Aid/Titie IV funds. Any caltulated réturn of funds must be distnbuted back to the lederal programs
and may leave the student owing the college a tuition balange according 1o the refund policy below. if a student withdranws without
amempting 2 course hesshe has envolled in and does not relun textboolks and other course materials hefthe recelved for the courie,
the student will be charged for the cost of the books and materials

FIRANCIAL INFORMATION 67
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Herzing Education Foundation
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