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Minneapolis, MN 55402-4661 
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bakertilly.com 

INDEPENDENT AUDITORS' REPORT 

To the Board of Trustees 
Scholarship America, Inc. 

Report on the Financial Statements 

We have audited the accompanying financial statements of Scholarship America, Inc. (Scholarship America), 
which comprise the statement of financial position as of December 31, 2014, and the related statements of 
activities and cash flows for the year then ended, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors' judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of 
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we express 
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

We believe thatthe audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Scholarship America as of December 31,2014, and the changes in its net assets and its cash flows 
for the year then ended in accordance with accounting principles generally accepted in the United States of 
America. 

Other Matters 

Report on Supplementary Information 

Our audit were conducted for the purpose of forming an opinion on the financial statements as a whole. The 
supplementary information included in pages 21 through 23 is presented for purposes of additional analysis and 
is not a required part of the financial statements. Such information is the responsibility of management and was 
derived from and relates directly to the underlying accounting and other records used to prepare the financial 
statements. The information has been subjected to the auditing procedures applied in the audit of the financial 
statements and certain additional procedures, including comparing and reconciling such information directly to 
the underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America. In our opinion, the information is fairly stated, in all material respects, 
in relation to the financial statements as a whole. 

Prior Period Financial Statements 

The financial statements of Scholarship America as of and for the six months ended December 31, 2013 were 
audited by other auditors whose report dated July 31,2014 expressed an unmodified opinion on those 
statements. 

~~~/6ot~i{cJuu) K'~I up 
May 18,2015 
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SCHOLARSHIP AMERICA, INC. 

STATEMENTS OF FINANCIAL POSITION 
As of December 31, 2014 and 2013 

ASSETS 2014 2013 

$ 22,975,587 $ 35,567,397 
2,591,915 2,828,370 
880,008 1,439,772 
494,728 244,893 

26,942,238 40,080,432 

243,357 323,438 

139,915,265 127,016,465 

250,415 245,753 

329,436 329,436 
5,345,286 4,848,663 
4,076,717 3,795,237 
9,751,439 8,973,336 
{6,725,223) {6,292,882) 
3,026,216 2,680,454 

2,069,062 2,069,062 
{296,291 ) {92,732) 
1,772,771 1,976,330 

$ 172,150,262 $ 172,322,872 

CURRENT ASSETS 
Cash and cash equivalents 
Accounts, interest and other receivables, net 
Contributions receivable, net 
Prepaid expenses and other assets 

Total current assets 

CONTRIBUTIONS RECEIVABLE, less current portion, net 

INVESTMENTS 

CASH SURRENDER VALUE OF LIFE INSURANCE 

PROPERTY AND EQUIPMENT 
Land 
Building and improvements 
Furniture and equipment 

Less accumulated depreciation 
Property and equipment, net 

INTANGIBLE ASSETS 
Less accumulated amortization 

Intangible assets, net 

TOTAL ASSETS 

LIABILITIES AND NET ASSETS 

CURRENT LIABILITIES 
Accounts payable 
Accrued and other deferred liabilities 
Current portion of long-term debt and promissory note 
Scholarships payable 
Refundable deposits 

Total Current Liabilities 

LONG-TERM DEBT AND PROMISSORY NOTE 
Total Liabilities 

$ 1,667,861 $ 956,254 
815,180 294,720 
247,386 1,204,931 

12,303,597 8,198,034 
37,247,176 31,507,028 
52,281,200 42,160,967 

937,789 1,185,226 
53,218,989 43,346,193 

NET ASSETS 
Unrestricted 
Designated for endowment 
Undesignated 
Total unrestricted 

TOTAL LIABILITIES AND NET ASSETS 

$ 302,684 1,871,585 
5,361,901 5,052,618 
5,664,585 6,924,203 

97,315,495 104,798,882 
15,951,193 17,253,594 

118,931,273 128,976,679 

$ 172,150,262 $ 172,322,872 

Temporarily restricted 
Permanently restricted 

Total net assets 

See accompanying notes to financial statements. Page 3 



SCHOLARSHIP AMERICA, INC. 

STATEMENTS OF ACTIVITIES 
For the Year Ended December 31, 2014 and the Six Months Ended December 31, 2013 

2014 2013 

CHANGES IN UNRESTRICTED NET ASSETS 
Total scholarships raised $ 150,627,975 $132,472,464 
Less scholarships designated by donors for specific beneficiaries {51 ,273,051) {48,312,548) 

Scholarship revenue 99,354,924 84,159,916 

Program management fees 13,724,844 5,850,568 
Investment income 100,284 266,833 
Contributions 1,224,177 397,346 
Other income 230,906 108,326 
Dollars for Scholars® 417,835 75,287 

Revenues and support 115,052,970 90,858,276 

Net assets released from restrictions 
Satisfaction of program restrictions 18,213,126 13,902,324 

Total unrestricted revenues and support 133,266,096 104,760,600 

EXPENSES 
Program services 

Total scholarship distributions 167,523,026 145,797,079 
Less scholarships designated by donors for specific beneficiaries {51 ,273,051) {48,312,548) 

Scholarship awards 116,249,975 97,484,531 

Scholarship Management Services ™ 10,045,124 4,578,122 
Dollars for Scholars® 1,118,073 647,367 
Other programs 1,038,646 387,300 
Supporting services 

General and administrative 3,941,685 2,014,166 
Fundraising 2,132,211 895,644 

Total expenses 134,525,714 106,007,130 

Change in unrestricted net assets {1,259,618) {1,246,530) 

Changes in temporarily restricted net assets 
Contributions and project grants 4,731,053 1,469,987 
Investment income 4,600,146 4,827,437 
Change in donor restrictions 1,398,540 (996,788) 
Net assets released from restrictions 

Satisfaction of program restrictions {18,213,126) {13,902,324 ) 
Change in temporarily restricted net assets {7,483,387) {8,601,688) 

Changes in permanently restricted net assets 
Contributions 96,139 622,781 
Change in donor restrictions {1,398,540) 

Change in permanently restricted net assets {1 ,302,401) 622,781 

Change in net assets (10,045,406) (9,225,437) 

Net Assets - Beginning of Period 128,976,679 138,202,116 

NET ASSETS - END OF PERIOD $ 118,931,273 $128,976,679 

See accompanying notes to financial statements. Page 4 



SCHOLARSHIP AMERICA, INC. 

STATEMENTS OF CASH FLOWS 
For the Year Ended December 31, 2014 and the Six Months Ended December 31, 2013 

Net Change in Cash and Cash Equivalents 

2014 2013 

$ (10,045,406) $ (9,225,437) 

432,340 146,256 
203,559 92,732 

7,099,802 6,170,867 
(9,540,404) (10,464,326) 

(51,273,051 ) (48,312,548) 

51,273,051 48,312,548 
(96,139) (622,781 ) 

236,455 (66,824) 
639,845 491,852 
(249,835) (45,634) 

(4,662) (7,453) 
711,607 338,407 

4,105,563 (14,527,706) 
520,460 75,427 

5,740,148 5,693,404 
(246,667) (21,951,216) 

(113,965,832) (50,040,544) 
103,507,634 80,656,181 

(2,069,062) 
{778,102) {220,774) 

{11,236,300) 28,325,801 

96,139 622,781 
(160,259) (69,115) 

1,556,562 
{1,044,723) {427,287) 
{1,108,843) 1,682,941 

(12,591,810) 8,057,526 

35,567,397 27,509,871 

$ 22,975,587 $ 35,567,397 

$ 45,896 $ 

CASH FLOWS FROM OPERATING ACTIVITIES 
Change in net assets 
Adjustments to reconcile change in net assets to net cash flows from 

operating activities 
Depreciation 
Amortization of intangibles 
Unrealized (gains) losses on investments 
Realized gains on sale of investments 
Scholarships distributed and designated by donors for 

specific beneficiaries 
Scholarships raised and deslqnated by donors for 

specific beneficiaries 
Permanently restricted contributions 
Change in: 
Accounts, interest and other receivables 
Contributions receivable, net 
Prepaid expenses and other assets 
Cash surrender value of life insurance 
Accounts payable 
Scholarships payable 
Accrued expenses 
Refundable deposits 

Net Cash Flows From Operating Activities 

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of investments 
Proceeds from sale of investments 
Purchase of customer accounts 
Purchase of property and equipment 

Net Cash Flows From Investing Activities 

CASH FLOWS FROM FINANCING ACTIVITIES 
Contributions received restricted for endowment 
Repayments of long-term debt 
Issuance of promissory note 
Repayments of promissory note 

Net Cash Flows From Financing Activities 

CASH AND CASH EQUIVALENTS - Beginning of Year 

CASH AND CASH EQUIVALENTS - END OF YEAR 

Supplemental cash flow information 
Cash paid for interest 

See accompanying notes to financial statements. Page 5 



SCHOLARSHIP AMERICA, INC. 

NOTES TO FINANCIAL STATEMENTS 
As of and for the Year Ended December 31, 2014 
and the Six Months Ended December 31, 2013 

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 

Organization 

Scholarship America, Inc. (Scholarship America) is a nonprofit corporation organized under the laws of the 
Commonwealth of Massachusetts to mobilize America through scholarships and educational support to make 
postsecondary education possible for all students. Until January 2003, the corporation was known as Citizens' 
Scholarship Foundation of America. 

The financial statements do not include assets, liabilities, revenues, or expenses of the individual Dollars for 
Scholars® affiliates, because these affiliates have independent Boards of Directors and Scholarship America 
does not have control over these organizations. 

In fiscal year 2002, the Families of Freedom Scholarship Fund (the Fund) was created to provide education 
assistance for postsecondary study to financially needy dependents of those killed or permanently disabled as a 
result of the terrorist attacks on September 11, 2001, and during the rescue activities related to those attacks. 
The Fund is intended for children and spouses of the victims, including airplane crew and passengers, World 
Trade Center and Pentagon workers and visitors, and rescue workers, including firefighters, emergency 
medical personnel, and law enforcement personnel. Assistance from the Fund must be used to defray costs of 
education at accredited colleges, universities, or vocational-technical schools based in the United States. 
Scholarship America may from time to time assess a charge to income of the Fund in an amount reasonably 
calculated to reimburse Scholarship America's direct and indirect costs incurred in the administration of the 
Fund. 

In July 2013, Scholarship America completed the acquisition of certain assets of the ACT SRS Division for a 
purchase price of approximately $2.07 million. These assets consisted of certain client relationships to be 
integrated into the Scholarship Management Services (SMS) business line. The acquisition further enhances 
Scholarship America's ability to provide scholarships and educational support to a greater number of students. 

On January 6, 2014, the Board of Trustees of Scholarship America approved a change in the organization's 
fiscal year end to December 31 st from June 30th. As such, these financial statements reflect the financial 
position as of December 31, 2014 and 2013 and the statements of activities and cash flows for the year ended 
December 31, 2014 and the six months ended December 31, 2013. 

Basis of Presentation 

The financial statements of Scholarship America have been prepared on the accrual basis of accounting. 

Significant Accounting Policies 

The accounting policies of Scholarship America conform to U.S. generally accepted accounting principles 
(GAAP). The significant accounting policies followed by Scholarship America are set forth below: 
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SCHOLARSHIP AMERICA, INC. 

NOTES TO FINANCIAL STATEMENTS 
As of and for the Year Ended December 31, 2014 
and the Six Months Ended December 31, 2013 

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (cont.) 

Net assets, revenues, expenses, gains, and losses are classified based on the existence or absence of 
donor-imposed restrictions. Accordingly, net assets of Scholarship America and changes therein, are classified 
and reported as follows: 

Unrestricted Net Assets - This classification contains net assets that are not subject to donor-imposed 
stipulations. 

Temporarily Restricted Net Assets - This classification includes net assets that have been restricted by 
donors for specific purposes or are not available for use until a specific time. These consist primarily 
of contributions, project grants, and investment income of temporarily restricted net assets and return 
on donor-restricted endowments not yet appropriated for expenditure under Scholarship America's 
endowment spending policy. 

Permanently Restricted Net Assets - This classification includes net assets that have been restricted 
by donors who stipulate the resources be maintained permanently by Scholarship America. 

Accounting for Scholarships 

Scholarship programs where the beneficiary has been specified by the donor or the determination of the 
beneficiary is under the control of another third party are treated as agency transactions and are not reported as 
scholarship revenues or scholarship distribution expenses in the statements of activities unless Scholarship 
America has variance power with respect to the determination of the beneficiary. Variance power is the 
unilateral ability to redirect the use of the transferred assets to another beneficiary. Recognizing that designated 
scholarships (agency transactions) are a significant element of activities; they are included in scholarships 
raised and deducted from that amount to calculate scholarship revenue. 

Cash and Cash Equivalents 

Cash and cash equivalents consist of cash held in bank accounts and temporary investments with original 
maturities of less than three months when purchased. 

Accounts Receivable 

Accounts receivable are stated at amounts management expects to collect for services and are based on 
contracted fee schedules. Payment terms are typically Net 30 from date of invoice, but may vary in specific 
cases. An allowance for doubtful accounts is provided based upon a review of outstanding receivables, 
historical collection information and specific program circumstances. Amounts deemed uncollectible are written 
off in the period such amounts are determined. Delinquent accounts are not charged a service fee. 

Investments 

Investments, excluding certificate of deposits, are reported at fair value. Certificate of deposits are reported at 
cost, which approximates fair value. Investments in alternative investments are recorded at net asset value as 
a practical expedient to fair value. 
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SCHOLARSHIP AMERICA, INC. 

NOTES TO FINANCIAL STATEMENTS 
As of and for the Year Ended December 31, 2014 
and the Six Months Ended December 31,2013 

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (cont.) 

Property and Equipment 

Expenditures for the acquisition of property and equipment are capitalized at cost. Donated property and 
equipment is capitalized at fair value on the date of receipt. Scholarship America capitalizes property and 
equipment additions in excess of $600. Depreciation is provided using the straight-line method over estimated 
useful lives as follows: 

Years 

Building and improvements 
Furniture and equipment 

35 
3 - 12 

Intangible Assets 

Acquired intangible assets are the result of purchased customer contracts. These assets are valued at actual 
purchase price. The intangible assets are amortized over 10.1 years, which is the average historical duration for 
client relationships in the SMS business line. Amortization expense for each of the years 2015 through 2019 
will be $203,558. 

Contributed Services 

A number of volunteers have made significant donations of their time to program and support functions. The 
value of this contributed time does not meet the criteria for recognition of contributed services and, accordingly, 
is not reflected in the accompanying financial statements. 

Contributions 

Contributions, which include unconditional promises to give, are recognized as revenues in the period received. 
All contributions are available for unrestricted use unless specifically restricted by the donor. 

Promises to give are recorded as contributions receivable using a discount rate of 5%. Additionally, an 
allowance for uncollectible contributions is provided based on management's judgment, including factors such 
as prior collection history and nature of fundraising activity. 

Contributions with donor-imposed restrictions, such as time or purpose restrictions, are recorded as temporarily 
restricted net assets. When a donor-imposed time restriction expires, or a donor-imposed purpose restriction is 
fulfilled, the temporarily restricted net assets are reclassified to unrestricted net assets. This reclassification is 
reported as net assets released from restrictions on the statements of activities. 
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SCHOLARSHIP AMERICA, INC. 

NOTES TO FINANCIAL STATEMENTS 
As of and for the Year Ended December 31, 2014 
and the Six Months Ended December 31,2013 

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (cont.) 

Contributions of land, buildings, and equipment are recorded as unrestricted net assets unless explicit donor 
stipulations specify how the donated assets must be used. Contributions of long-lived assets with explicit 
restrictions that specify how the assets are to be used and gifts of cash or other assets that must be used to 
acquire long-lived assets are reported as restricted support. Absent explicit donor stipulations about how long 
those long-lived assets must be maintained, Scholarship America reports expiration of donor restrictions when 
the donated or acquired long-lived assets are placed in service. 

Scholarships Payable and Refundable Deposits 

Scholarships payable represent awards that have been made that Scholarship America has not yet distributed 
to the beneficiaries. Refundable deposits represent amounts held by Scholarship America for scholarship 
programs that, under terms of the program agreement, are refundable or revocable at the discretion of the 
resource provider. Refundable deposits also include amounts held by Scholarship America in connection with 
agreements that have stipulations that the assets be passed on to specific beneficiaries. 

Program Management Fees 

Program management fees are recognized as revenue as the fees are earned. Approximately two-thirds of the 
program management fees are recognized as the program is developed and applications are processed, with 
the remaining one-third being recognized after final scholarship distributions have been made. 

Grants 

Restricted grants are recognized as revenue and support only to the extent that expenses have been incurred 
during the period for the purpose specified. 

Functional Expenses 

Scholarship America's financial statements segregate expenses by function, including general and 
administration, and fundraising. Expenses are charged directly to specific functions when practicable. Expenses 
not identified as relating to specific functions are allocated primarily based on direct salary costs or headcount. 

Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reporting period. Actual results 
could differ from those estimates. 

Income Tax Status 

The Internal Revenue Service has determined that Scholarship America is exempt from federal income tax 
under Section 501 (c)(3) of the Internal Revenue Code. Scholarship America is also exempt from state income 
taxes. However, any unrelated business income may be subject to taxation. 
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SCHOLARSHIP AMERICA, INC. 

NOTES TO FINANCIAL STATEMENTS 
As of and for the Year Ended December 31, 2014 
and the Six Months Ended December 31,2013 

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (cont.) 

Scholarship America follows the accounting standards for contingencies in evaluating uncertain tax positions. 
This guidance prescribes recognition threshold principles for the financial statement recognition of tax positions 
taken or expected to be taken on a tax return that are not certain to be realized. No liability has been 
recognized by Scholarship America for uncertain tax positions as of December 31, 2014 and 2013. Scholarship 
America's tax returns are subject to review and examination by federal and state authorities. The tax returns for 
the years 2011 and thereafter are open to examination by federal and state authorities. 

Retirement Plan 

Scholarship America offers a 403(b) retirement plan to its employees. Employee participation is optional. 
Scholarship America's matching contribution was 3% and 2% for the year ended December 31, 2014 and the 
six months ended December 31, 2013, respectively. Scholarship America's contributions to the plan totaled 
$175,101 and $46,023 for the year ended December 31, 2014 and the six months ended December 31, 2013, 
respectively. 

Fair Value of Financial Instruments 

The carrying amounts of cash and cash equivalents; accounts, interest, and other receivables; accounts 
payable; accrued expenses; scholarships payable; and refundable deposits approximate fair value because of 
the short maturity of these financial instruments. The fair value of cash surrender values of insurance policies is 
based upon market information provided from the respective insurance companies. Contributions receivable are 
recorded at the present value of estimated future cash flows using discount rates consistent with the general 
principles of present value measurement, which approximates fair value. Investments are carried at fair value. 
The carrying value of long-term debt approximates fair value given the total outstanding amount at year-end. 

NOTE 2 - CONTRIBUTIONS RECEIVABLE 

Contributions receivable are to be collected during the following periods at December 31, 2014 and 2013: 

2014 2013 

Less than one year $ 926,324 $ 1,515,550 
One to five years 252,500 305,000 
Greater than five years 50,000 100,000 

1,228,824 1,920,550 
Less: 
Discounts for the time value of money 46,335 64,540 
Allowance for uncollectible contributions 59,124 92,800 

$ 1,123,365 $ 1,763,210 

Contributions receivable due within one year are not discounted. Contributions receivable expected to be 
collected in more than one year have been discounted at 5%. 
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SCHOLARSHIP AMERICA, INC. 

NOTES TO FINANCIAL STATEMENTS 
As of and for the Year Ended December 31, 2014 
and the Six Months Ended December 31,2013 

NOTE 3 - INVESTMENTS AND INVESTMENT INCOME 

Investments consisted of the following at December 31: 

Cash equivalents and certificates of deposit 
Cash in-transit 
U.S. Treasury bonds and notes 
U.S. government securities 
Equity mutual funds 
Fixed income mutual funds 
Corporate bonds and notes 
Master limited partnership and other mutual funds 
Hedge funds 

2014 2013 

$ 1,744,872 $ 72,271 
9,709,335 
688,417 767,980 

4,093,833 3,500,537 
29,074,103 29,082,707 
58,988,455 56,552,690 
20,413,035 20,271,872 
15,203,215 7,602,300 

9,166,108 

$ 139,915,265 $ 127,016,465 

In December 2014, Scholarship America liquidated its holdings in an existing hedge fund as part of a transition 
to a new fund manager. At December 31, 2014, the proceeds were held in cash in-transit. 

Investment income (loss) is recorded in the statements of activities and comprises the following for the year 
ended December 31, 2014 and the six months ended December 31, 2013: 

Interest and Unrealized Realized 
Dividends Gain (Loss) Gain (Loss) Total 

December 31,2014 
Unrestricted $ 79,134 $ (426,557) $ 447,707 $ 100,284 
Temporarily restricted 2,180,694 (6,673,245) 9,092,697 4,600,146 
Total $ 2,259,828 $ (7,099,802) $ 9,540,404 $ 4,700,430 

December 31,2013 
Unrestricted $ 78,158 $ 188,770 $ (95) $ 266,833 
Tem porarily restricted 722,653 (6,359,637) 10,464,421 4,827,437 
Total $ 800,811 $ (6,170,867) $ 10,464,326 $ 5,094,270 
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SCHOLARSHIP AMERICA, INC. 

NOTES TO FINANCIAL STATEMENTS 
As of and for the Year Ended December 31, 2014 
and the Six Months Ended December 31, 2013 

NOTE 4 - FAIR VALUE MEASUREMENTS 

Fair Value Hierarchy - Fair value is defined in the accounting guidance as the exchange price that would be 
received to sell an asset or paid to transfer a liability (an exit price) in the principal or most advantageous 
market for the assets or liability in an orderly transaction between market participants at the measurement 
date. Under this guidance, a three-level hierarchy is used for fair value measurements which are based on 
the transparency of information, such as the pricing source, used in the valuation of an asset or liability as of 
the measurement date. 

Financial instruments measured and reported at fair value are classified and disclosed in one of the following 
three categories. 

Level 1 - Inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the 
reporting entity can access at the measurement date. 

Level 2 - Inputs other than quoted prices included in Level 1 that are observable for the asset or liability, 
either directly or indirectly. This includes quoted prices for similar assets or liabilities in active 
markets, quoted prices for identical or similar assets or liabilities in markets that are not active, 
inputs other than quoted prices that are observable for the asset or liability, or market-corroborated 
inputs. 

Level 3 - Inputs are unobservable for the asset or liability. Unobservable inputs reflect the assumptions that 
market participants would use in pricing the asset or liability (including assumptions about risk) 
using the best information available in the circumstances, which may include using the reporting 
entity's own data. 

Valuation Techniques and Inputs 

Level 1 - Level 1 assets include: 

> Investments in cash equivalents and short-term investments (consisting primarily of money 
market funds) equity mutual funds, fixed income mutual funds, master limited partnership and 
other mutual funds for which quoted prices are readily available. 

Level 2 - Level 2 assets include: 

> Investments in U.S. Treasury bonds and notes, U.S. government securities, corporate bonds 
and notes, master limited partnership and other mutual funds for which quoted prices are not 
readily available. The fair values are estimated using Level 2 inputs based on multiple sources 
of information, which may include market data and/or quoted market prices from either markets 
that are not active or are for the same or similar assets in active markets. 

Level 3 - Level 3 assets include: 

> Investments in hedge funds for which quoted prices are not readily available and the funds 
cannot be redeemed within a short time period. Scholarship America has estimated the fair 
value of these funds by using the net asset value ("NAV") provided by the investee as of 
December 31. 

There have been no changes in the techniques and inputs used as of December 31, 2014 and 2013. 
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SCHOLARSHIP AMERICA, INC. 

NOTES TO FINANCIAL STATEMENTS 
As of and for the Year Ended December 31, 2014 
and the Six Months Ended December 31,2013 

NOTE 4 - FAIR VALUE MEASUREMENTS (cont.) 

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy. In 
such cases, the level in the fair value hierarchy within which the fair value measurement in its entirety falls has 
been determined based on the lowest level input that is significant to the fair value measurement in its entirety. 
The assessment of the significance of a particular input to the fair value measurement in its entirety requires 
judgment and considers factors specific to the asset or liability. The schedules within this note are not intended 
to indicate the volatility of the investments. 

While Scholarship America believes its valuation methods are appropriate and consistent with other market 
participants, the use of different methodologies or assumptions to determine the fair value of certain financial 
instruments could result in a different estimate of fair value at the reporting date. 

The following table presents information about Scholarship America's assets measured at fair value on a 
recurring basis as of December 31,2014 based upon the three-level hierarchy: 

Level 1 Level 2 Level 3 Total 

Cash equivalents $ 1,744,872 $ $ $ 1,744,872 
Domestic equities 
Equity mutual funds 29,074,103 29,074,103 

Debt securities 
Fixed income mutual funds 58,988,455 58,988,455 
U.S. Treasury bonds and notes 688,417 688,417 
U.S. government securities 4,093,833 4,093,833 
Corporate bonds and notes 20,413,035 20,413,035 

Master limited partnership and other 
mutual funds 15,203,215 15,203,215 

Total investments at fair value 105,010,645 25,195,285 130,205,930 
Cash in-transit 9,709,335 

Total investments $ 105,010,645 $ 25,195,285 $ $ 139,915,265 

During the year ended December 31, 2014, master limited partnership and other mutual funds were transferred 
from Level 2 to Level 1 based on new information obtained regarding these investments. 
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SCHOLARSHIP AMERICA, INC. 

NOTES TO FINANCIAL STATEMENTS 
As of and for the Year Ended December 31, 2014 
and the Six Months Ended December 31, 2013 

NOTE 4 - FAIR VALUE MEASUREMENTS (cont.) 

The following table presents information about Scholarship America's assets measured at fair value on a 
recurring basis as of December 31, 2013 based upon the three-level hierarchy: 

Level 1 Level 2 Level 3 Total 

Cash equivalents $ 72,271 $ $ $ 72,271 
Domestic equities 
Equity mutual funds 29,082,707 29,082,707 

Debt securities 
Fixed income mutual funds 56,552,690 56,552,690 
U.S. Treasury bonds and notes 767,980 767,980 
U.S. government securities 3,500,537 3,500,537 
Corporate bonds and notes 20,271,872 20,271,872 

Master limited partnerships and other 
mutual funds 7,602,300 7,602,300 

Hedge funds 9,166,108 9,166,108 

$ 85,707,668 $ 32,142,689 $ 9,166,108 $ 127,016,465 

The following table presents a reconciliation of the statement of financial position amounts for assets measured 
at fair value on a recurring basis using significant unobservable inputs (Level 3) for the year ended 
December 31, 2014: 

Balance Net realized Balance 
December 31 , and unrealized December 31 , 

2013 gains Purchases Sales 2014 

Hedge funds $ 9,166,108 $ 543,227 $ - $ 9,709,335 $ 

The amount of total gains for the period included in change in net assets attributable 
to the change in unrealized gains or losses relating to assets measured at fair 
value still held at December 31,2014. $ 

The following table presents a reconciliation of the statement of financial position amounts for assets measured 
at fair value on a recurring basis using significant unobservable inputs (Level 3) for the six months ended 
December 31,2013: 

Balance 
June 30, 
2013 

Net realized 
and unrealized 

gains Purchases Sales 

Balance 
December 31 , 

2013 

Hedge funds - $ 
===== 
$ 166,108 $ 9,000,000 $ - $ 9,166,108 ===== ~=~~= 

The amount of total gains for the period included in change in net assets attributable 
to the change in unrealized gains or losses relating to assets measured at fair 
value still held at December 31,2013. $ 166,108 
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