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This letter responds to X’s request dated October 21, 1999 for rulings that X’s proposed Grant will
further its exempt purposes under section 501(c)(3)  of the Internal Revenue Code and will comply with
requirements under chapter 42.

X is a private foundation described in sections 501(c)(3)  and 509(a) of the Code. X proposes to
make a Grant to the Government of M (a foreign country), consisting of disbursements as funds are
needed, to finance the construction and rehabilitation of a Highway running through much of M. The
Government of M is not a disqualified person with respect to X or controlled by disqualified persons. The
project is considered important  to improving the economy for the people of M. the majority of when;  live
below the officially recognized poverty level. The project involves repair or replacement of portions of an
existing highway in various stages of disrepair and construction of new roads to reroute traffic around a
major city of M, thereby alleviating congestion. Access to the Highway will be made available to the
pubttt  free of charge for at least IO years from the date of completion of construction. Under the terms of
the Grant, the Government of M must: use the funds exclusively for the purpose of rehabilitating and
constructing the Highway; reimburse X for any funds not so used; not disburse any Grant funds to any
disqualif ied person with respect to X or for any purpose prohibited under section 4945(d)(1)-(3); hold
Grant funds in a separate segregated account; maintain books and records on the progress of
construction, available for inspection by X; make periodic progress reports to X; and use approved
standard bidding documents and procedures to secure contractors’ services and supplies. X also
contemplates retaining the services of an on-site Project Manager (who will not be a disqualified person
with respect to X) with expertise in road construction for assistance in supervising the project, monitoring
the Government of M’s compliance with the terms of the Grant Agreement, and approving requests for
grant disbursements as funds are needed.

Rulings Requested

X requests the following rulings:
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