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B 
Bequest (also referred to as Legacy) 
Transfer of cash, securities, or other tangible property after the owner's death, usually by will. 

Board of Directors 
The governing body of a corporation or foundation which, by the authority of its articles of incorporation and 
bylaws, controls and governs the affairs of that organization. 

Bylaws 
Rules governing the internal operation of a nonprofit corporation. Bylaws often provide the methods for the 
selection of directors, the creation of committees, and the conduct of meetings 

 
C 
Capital Campaign (also referred to as Capital Development Campaign) 
An organized drive to collect and accumulate substantial funds to finance major needs of an organization such 
as a building or major repair project. 

Capital Grant (also referred to as Capital Support) 
A grant made to an organization toward a major item of capital expenditure, such as the construction of a 
building. Although many trusts and foundations specifically exclude funding such appeals, there are exceptions 
where there is community benefit. 

Cause-Related Marketing 
Used when a company allies itself with a specific cause, and contributes money, time, or expertise to an 
organization or event for that cause in return for the right to make publicity or commercial value from that 
involvement. The corporate benefit is generally less overt than in a sponsorship arrangement. 

Challenge Grant (also referred to as Matching Grant) 
A grant that is made on the condition that other monies must be secured by the donee or recipient organization, 
either on a matching basis or via some other formula, usually within a specified period of time, with the 
objective of stimulating giving from additional sources. The term can also refer to fundraising, with a private 
trust or foundation matching dollar-for-dollar contributions from, for example, the local community. 

Charitable Deduction 
USA: The value of money or property transferred to a 501(c)(3) organization is deductible for income, gift, and 
estate tax purposes. In most cases the term charitable deduction refers to the portion of the gift that can be 
deducted from the donor's income subject to federal income tax. 

Charitable Purposes 
A broad, evolving concept that includes educational, scientific, religious, cultural, and other purposes. 

Charitable Solicitation Laws 
Laws which regulate how organizations may request and collect contributions of money or property for their 
support. 

Charity 
Australia: In popular use, the term charity is often used as a synonym for voluntary or not-for-profit 
organizations, popularly understood as an organization that raises funds for or offers support to the 
disadvantaged in society. However, the term charity also has a legal meaning, based on an act passed in 
England in 1601, whereby to qualify as charitable an organization's main purpose must fall into one of the 
following categories: the relief of poverty; the advancement of education; the advancement of religion; or other 
purposes beneficial to the community.  

USA: In its traditional legal meaning, the word charity encompasses religion, education, assistance to the 
government, promotion of health, relief of poverty or distress, and other purposes that benefit the community. 
Nonprofit organizations that are organized and operated to further one of these purposes generally will be 
recognized as exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code and will 
be eligible to receive tax-deductible charitable gifts. 
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Charity Commission 
United Kingdom: The arm of government responsible for regulating and maintaining charities and for awarding 
charitable status to individual organizations. 

Community 
Community is often defined broadly, to refer not only to a specific geographic area, but also to a group with a 
common interest, such as the Chinese community, the women's community, or the arts community. 

Community Foundation 
An independent, nonprofit, philanthropic organization working in a specific geographic area which, over time, 
builds a collection of endowed funds from many donors in the community. It provides services to the community 
and its donors, makes grants, and undertakes community leadership and partnership activities to address a 
wide variety of needs in its service area. A community foundation is a vehicle for local donors who wish to 
contribute their cash, trusts, bequests, or real property to create permanent endowments that will benefit the 
community in perpetuity. Using the investment earnings on each endowed fund, a community foundation 
makes and builds capacity within the community to address local needs and opportunities. Their task is to build 
substantial, permanent funds from which grants are made to local charitable and community organizations. 

Community Philanthropy Organization 
An independent, non-governmental organization designed to gather, manage, and redistribute financial and 
other resources useful for the community's well-being, and to do so in ways that engage the community. 

 
P 
Program-Related Investment 
A loan or other investment (as distinguished from a grant) made by a foundation to another organization for a 
project related to the foundation's philanthropic purpose and interests. Often, program-related investments are 
made from revolving funds; the foundation generally expects to receive its money back with limited or below-
market interest, which then will provide additional funds for loans to other organizations. A program-related 
investment may involve loan guarantees, purchases of stock, or other kinds of financial support. 

Prohibited Transaction 
One of a number of activities in which certain foundations and/or foundation representatives may not engage. 

Proposal 
A written request for a grant or contribution. Proposals usually outline why the grant is needed, the purpose it 
will serve, the plan for meeting the need, the amount of money needed, and background about the applicant. 

Public Accountability 
The responsibility of an organization to make available to the general public information about its purposes, 
policies, activities, and finances. Publishing annual reports and audited financial statements is an example of 
an act of public accountability. 

Public Benevolent Institutions (PBIs) 
Australia: PBIs are organizations with tax deductible status; that is, donations to PBIs are tax deductible. The 
definition of a PBI has never been set down in legislation, but has evolved out of a series of High Court 
decisions. 

Public Charity 
USA: A nonprofit organization that is exempt from federal income tax under Section 501(c)(3) of the Internal 
Revenue Code and that receives its financial support from a broad segment of the general public. Religious, 
educational, and medical institutions are deemed to be public charities. Other organizations exempt under 
Section 501(c)(3) must pass a public support test to be considered public charities, or must be formed to 
benefit an organization that is a public charity. Charitable organizations that are not public charities are private 
foundations and are subject to more stringent regulatory and reporting requirements. 
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Public Foundation 
USA: Public foundations, along with community foundations, are recognized as public charities by the IRS. 
Although they may provide direct charitable services to the public as other nonprofits do, their primary focus is 
on grantmaking. A public foundation normally acquires its assets broadly from the general public, including 
individuals, private foundations, government agencies, and fees for services provided. 

Public Support Test 
USA: In the US, in order to maintain tax exempt status, a public charity that is not a governmental unit, church, 
school, or medical institution must meet certain tests showing that it normally receives a specified minimum 
amount of support from the public. There are two public support tests, both of which are designed to ensure 
that a charitable organization is responsive to the general public rather than to a limited number of persons. 

• One test is for charities like community foundations that rely mainly on gifts, grants, and contributions. To 
be automatically classed as a public charity under this test, organizations must show that they normally receive 
at least one-third of their support from the general public (including government agencies and foundations). 
However, an organization that fails the automatic test still may qualify as a public charity if its public support 
equals at least 10 percent of all support and it also has a variety of other characteristics, such as a broad-
based board, that make it sufficiently public.  

• The second test applies to charities, such as symphony orchestras or theater groups, that get a substantial 
part of their income from the sale of services that further their mission, such as the sale of tickets to 
performances. These charities must pass a one-third/one-third test. That is, they must demonstrate that their 
sales and contributions normally add up to at least one third of their financial support, but their income from 
investments and unrelated business activities does not exceed one-third of support. 	  

 
T 
Tax Deductibility (also referred to as Deductible Gift Recipient Status) 
Australia: An organization's tax status under Australia's Income Tax Assessment Act 1997 which allows 
donations to be tax-deductible for the donor. 

Tax-Exempt Organization (also referred to as Nonprofit Organization) 
USA: An organization that does not have to pay state and/or federal income taxes. Charities may also be 
exempt from state income, sales, and local property taxes. 

• 501(c)(3)  [ 
USA: Section of the US Tax Code that designates an organization as charitable and tax-exempt. 
Organizations qualifying under this section include religious, educational, charitable, amateur athletic, 
scientific or literary groups, organizations testing for public safety, or organizations involved in prevention of 
cruelty to children or animals. Most organizations seeking foundation or corporate contributions secure a 
Section 501(c)(3) classification from the Internal Revenue Service (IRS). 

• 509(a) 
USA: Section of the US Tax Code that defines public charities (as opposed to private foundations). A 
501(c)(3) organization must also have a 509(a) designation to further define the agency as a public charity. 

 
Third Sector 
A modern substitute for voluntary sector. It is usually used to refer to all organizations not part of the business 
or government sectors. It could include unions, churches, clubs, associations, fundraising charities, self-help 
groups, grantmaking trusts and foundations, community organizations, pressure groups, etc. 

Trust 
Canada: An arrangement under which one person or company, often a trust company, for the benefit of 
another person or persons, holds money or other property. These assets are administered according to the 
terms of the trust agreement. Each province has a Trustee Act that regulates the kinds of investments that can 
be made by the trustees of a trust fund. 

USA: A legal device used to set aside money or property of one person for the benefit of one or more persons 
or organizations. 
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Trust Deed 
Australia: The legal document that defines the purpose and operations of a foundation. 

Trust Form (also see Corporate Form) 
USA: A community foundation made up of multiple forms. Investment responsibilities generally remain with the 
trust department of a bank (or banks) and such trust departments are responsible for the development and 
implementation of investment policy. 

Trustee 
The person or institution responsible for the administration of a trust. 

Trustee Companies 
Australia: Trustee companies are corporations that are legally authorized to serve as trustees, as executors or 
administrators of estates, or as guardians of the property of minors or people requiring assistance to manage 
their own financial affairs. Many private charitable trusts and foundations in Australia are managed by trustee 
companies. Trustee companies offer a structure through which the wishes of the donor can be carried out as 
instructed in perpetuity. 

 
U 
Umbrella Trusts 
Australia: Umbrella trusts allow donors tax deductibility on donations without having to go through the usually 
long process of setting up a stand-alone trust and getting tax deductibility recognition from the Australian Tax 
Office (ATO). The purpose of these charitable shell structures is to allow donors easy access to tax deductibility, 
to enjoy the benefits of balanced fund management, and to allow donors to choose between giving to a general 
fund or to create a sub-trust that may be named after the donor or his/her family. 

Unrestricted Fund 
A fund that is not specifically designated to particular uses by the donor, or for which restrictions have expired 
or been removed. 

 
V 
Venture Philanthropy 
Asia Pacific and USA: The practice of applying venture capital investment principles and strategies to social 
investments. Venture philanthropy focuses on leadership, bold ideas, developing strong teams, active board 
involvement, and long-term funding. 

	  


