
[image: image2.wmf]
New federal tax rules apply to those players who signed on or after October 3, 2004 and had a College Scholarship Plan (“CSP”) benefit included in their first Uniformed Player Contract. If a Player was awarded a CSP between October 3, 2004 and June 6, 2007 and the CSP award is not amended by the end of 2008 to comply with these new rules, the Player could be subject to significant adverse tax consequences, including immediate income taxes on the amounts they are eligible to receive under their CSP agreement (including amounts that might never be used), interest, and a 20% additional tax on top of the ordinary income tax.

In order to avoid these undesirable results, we have amended the CSP agreements signed between October 3, 2004 and June 6, 2007 to comply with the new tax rules.  A copy of the Player’s amended CSP agreement was recently sent by the Club responsible for the Player’s CSP to the Player, along with a College Scholarship Plan Tuition/Living Allowance Allocation Form (the Allocation Form).  Unless a Player completes and submits the Allocation Form indicating the percentage of money from their original CSP award to be allocated to the Tuition Allowance and the percentage of money from their original CSP award to be allocated to the Living Allowance by December 31, 2008, the amended CSP agreement will automatically become effective January 1, 2009 and will apply for any semester that begins on or after that date.  In order to be valid, the Allocation Form must be postmarked no later than December 31, 2008 and should be sent to:


Nick Manno



Major League Baseball



245 Park Avenue, 34th Floor



New York, NY 10167

Below is a summary of the most significant changes made to the CSP agreement.  While we have made every effort to ensure that this summary is accurate, please be aware that no provision of the summary can override a conflicting provision of the CSP agreement.

· The CSP bonus that a Player is eligible to receive for each semester will be divided into (1) a “Tuition Allowance,” which can be used for the cost of tuition, fees and textbooks, and (2) a “Living Allowance,” which can be used for the cost of room and board.  Unless the Player submits the Allocation Form to the address indicated above in an envelope postmarked no later than December 31, 2008, 70% of the per-semester CSP bonus will be allocated to the Tuition Allowance and the remaining 30% of the per-semester CSP bonus will be allocated to the Living Allowance.  (The Tuition Allowance and Living Allowance will be adjusted if the Player attends a college or university that is on a quarter system rather than a semester system.)

· The Tuition Allowance is not affected by the new tax rules.

· In order to comply with the requirements of the new tax rules, the Living Allowance will be subject to the following new restrictions:

· Room and board expenses for any semester will be reimbursed only after the end of the semester, and only if the following requirements are satisfied:

· The semester must start within 10 years after the Player’s first Uniform Player Contract is signed;

· During the semester, the Player must complete at least 6 hours toward an undergraduate degree (5 hours if on the quarter system);

· The Player must complete the semester in good standing and avoid academic probation;

· For the semester, the Player must live away from home (this will generally mean away from the home of the Player’s parents); and

· Reimbursement must be requested in writing, and a copy of the receipt for each reimbursable room and board expense must be provided within 90 days after the end of the semester.  The Club will pay the reimbursement within 90 days after the later of (a) the last day of the semester or (b) the date the Club receives the written request.

The existing rules for living off campus continue to apply.  The Living Allowance for any semester may not be more than the cost of living on campus.  If the college does not have on-campus living facilities, the Living Allowance may not be more than a per diem amount established by the Commissioner of Major League Baseball (currently $15 per day).
· Any unused portion of the Living Allowance may not be carried over from one semester to a later semester.

· The rules for coordinating benefits under the CSP with benefits under the Incentive Bonus Plan (the “IBP”) have been clarified and revised slightly.  The coordination rules are as follows:

· As in the past, if the Player receives a CSP payment (or payments) and later earns an IBP bonus, the amount of the IBP bonus will be reduced by the amount of the prior CSP payment(s).

· If the Player receives an IBP payment, the aggregate remaining Tuition Allowance will be reduced by the amount of the IBP payment, and the reduction will be allocated pro rata to the remaining covered semesters.

· If a Player’s CSP agreement was executed on or after January 12, 2005, all CSP payments (including tuition reimbursements) will be treated for federal tax purposes as taxable “wages.”  This means that all CSP payments are subject to income and employment tax withholding at the time of payment.  The Player (or the Player’s school) will receive the net amount after withholding.
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