
Index

Action organizations, 48,
52

Advertising, 212
Airport terminal solicitations,

248–249
American Institute of Certified

Public Accountants, 17
American National Red Cross

Governance Modernization Act
of 2007, 38, 260, 261

Annual reporting requirements,
federal:

disclosure rules, 214–216
due dates, 123
exceptions, 122–123
and fundraising, 129, 135–138,

141–151
and gaming, 132–135, 138–141
in general, 122–124
and noncash contributions, 131,

141–148
penalties, 123–124

Application for recognition of
exemption, 216–217

Appraisal rules, 217–222
Appraisal summary, 219–220
Art, fractional interests in,

229–230

Articles of organization, 306
Associations of churches, as public

charities, 97
Attorneys general, powers of,

82
Auctions, charity. See Charity

auctions.
Audits, IRS:

appeals process, 315–316
of churches, 318–319
closing agreements, 314–315
coping with, 311–313
fast-track settlement program,

316–317
issues, 293–294
and litigation, 319–320
preparation for, 306–308
process of, 308, 314
reasons for, 293
tours, 313–314
types of, 294–296

Boards of directors:
duties of, 260
effectiveness of, 271–272
fundraising responsibilities of,

260–261
Bylaws, 306
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Charitable, definition of, 38–39,
67–68

Charitable contribution deduction:
basic concepts, 154–155
and contribution base, 161
deduction reduction rules, 163
partial interest gifts, 169
percentage limitations on,

160–163
qualified appreciated stock,

163–165
twice basis deductions, 165–166

Charitable donees, qualified, 156
Charitable fundraising, defined, 2–4
Charitable gift:

definition of, 4–5, 155–156
substantiation rules, 210–211,

347–351
Charitable gift annuities, 176–177
Charitable lead trusts, 175–176
Charitable pledges, 29–30
Charitable purposes, 38–39
Charitable remainder trusts,

172–174
Charitable sales, concept of, 4
Charitable sales promotion,

definition of, 72–73
Charitable solicitation acts:

attorneys general, powers of, 82
charitable, definition of, 67–68
charitable organizations,

regulation of, 69–70
commercial co-ventures,

regulation of, 72–73
contracts, requirements of, 74–75
definitions, other, 69
exemptions from, 76–82
fiduciary relationships, 75
membership, definition of, 69
paid solicitors, regulation of,

71–72
professional fundraisers,

regulation of, 70–71
prohibited acts, 74
and reciprocal agreements, 75

records, availability of, 75
registration fees, 250–251
sanctions, 83
scope of, 66
solicitation, definition of, 68–69
solicitation notice requirements,

73–74
Charity auctions:

as businesses, 333–334
and contribution deduction for

items donated, 334–335
and contribution deduction for

items acquired, 335–337
and quid pro quo contribution

rules, 338
sales tax rules, 338–339
and substantiation rules, 337–338

Charleston Principles, 86–89
Churches:

audits of, 318–319
and charitable solicitation acts, 77
as public charities, 96–97

Closing agreements, IRS, 314–315
Clothing, gifts of, 168, 221–222
Commensurate test, 19–20
Commercial co-venture, definition

of, 72–73
Commerciality doctrine, 201–202
Community foundations, 106,

203–206
Compensation:

fundraising, 20–24
in general, 127–128, 130, 303–305

Compliance checks, IRS:
charitable giving scam, 299
colleges and universities, 299–306
community foundations, 299
compensation, 296–297
excess benefit reporting, 298
fundraising costs reporting, 298
hospitals, 297–298
political campaign activities,

297
tax-exempt bonds recordkeeping,

298
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Conditional gifts, 157–159
Conduit foundations, 94
Consideration, 4, 155, 210–211
Contracts, fundraising:

basic elements, 328–329
fee arrangements, 330
solicitor status, 330–331
specific elements, 329–330
state laws, 331–332

Contribution base, 161
Contribution holding period,

147
Contributions. See Gifts.
Conventions of churches, as public

charity, 97
Corporate sponsorships, 199–201

Dickens, Charles, 285
Disclosure on demand, 9–10
Disclosure rules, 214–216, 275–278
Disqualified persons, fundraisers as,

21
Dissolution clause, 35
Donative intent, 155
Donor recognition programs,

199–201
Door-to-door advocacy, 249–250
Due process rights, 253–254

Educational institutions:
and charitable solicitation acts,

77–78
as public charities, 97–98

Endowment funds, 128, 301–303
Equal protection rights, 254
Events, fundraising, 137–138
Exempt operating foundations, 94
Exemptions from solicitation acts:

churches, 77
educational institutions, 77–78
health care institutions, 78–79
libraries, 78
membership organizations, 79
museums, 78
named organizations, 80–81

other categories of organizations,
81–82

political organizations, 80
religious organizations, 77
small solicitations, 79–80
specified individuals, 80

Expenditures, categories of, 273–275

Facts-and-circumstances test,
104–105

Fast track settlement program, IRS,
316–317

Fiduciary responsibility, principles
of, 36–38

Flow-through entities, 162, 222
For the use of gifts, 156–157
Form 990, redesigned (2008):

import of, 124
parts of, 124–128, 150–151
Schedule B, 128, 148–150, 214
Schedule G, 129, 135–141
Schedule M, 131, 141–148
schedules, other, 128–131

Forms:
990, 55–56, Chapter 5, 214,

276–277, 279
990-EZ, 122, 148, 214
990-PF, 122, 148
990-N, 122
990-T, 122, 125, 127, 214, 277, 301
1023, 39, 216–217, 277
1040, 134
1096, 127
1098-C, 114, 127, 229
1120, 134
4506-A, 214
5701, 316
8282, 127, 150
8283, 131, 147, 150, 219, 222,

223–225
8886-T, 127
8899, 144, 225
13909, 293
14017, 316
14018, 299
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Forms:(Continued )
W-2, 222
W-2G, 127, 134
W-3, 127

Fractional interests in art, gifts of,
229–230

Fraud, fundraising, 252–253,
345–347

Free speech principles:
absolute percentage limitation,

239–241
airport terminal solicitations,

248–249
door-to-door advocacy, 249–250
fundraisers’ fees, 244–246
in general, 236–237, 238–239,

246–248
outer boundaries, 251–252
rebuttable percentage limitation,

241–243
solicitors’ fees, 244–246

Fundraising, charitable, defined, 2–4
Fundraising expenses:

allocations, 17–18
average gift size factor, 14–15
cost percentages, 10–11
disclosure dilemma, 9–10
floating average approach, 12–13
line item approach, 11–12
percentage limitations on,

239–243
pluralization approach, 13–14
reasonableness of, 15–17

Fundraising methods:
annual giving programs, 6–7
events, 137–138
gaming, 132–135, 138–141
in general, 5
planned gift programs, 8
special-purpose programs, 7–8
Web site solicitations, 84–89

Fundraising practices, 279–281
Fundraising regulation:

benefits of, 339–341
local, 326–327

federal, Chapters 5–8
scope of, 66, 322–324
state, Chapters 3, 9

Gaming:
regulation of, 132–135
reporting of, 138–141

Gift acceptance policies, 58,
147

Gifts:
of airplanes, 144, 166, 226–229
of archaeological artifacts,146–147
of art, 143
of automobiles, 144, 166,

226–229
of boats, 144, 166, 226–229
of books, 143–144
of cash, 222–223
of clothing,144, 168, 221–222
of collectibles, 145
conditional, 157–159
of drugs, 146
of food inventory, 146
for the use of charity, 156–157
of fractional interests in art,

229–230
of historical artifacts, 146
of household items, 144, 168,

221–222
of insurance, 170
of intellectual property, 144,

166–168, 225
medical supplies, 146
noncash, 223–224
noncharitable, 231–233
of partial interests, 169
of property in general, 159–160
of publications, 143–144
of qualified conservation

contributions, 145
of real estate, 145
of scientific specimens, 146
of securities, 144–145
of taxidermy, 146, 168–169
of vehicles, 144, 166
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Gift substantiation rules:
and charity auctions, 337–338
in general, 210–211, 347–351

Governance:
and categories of expenditures,

273–275
disclosures to public, 275–276
and fundraising practices, 279–281
and IRS, 281–287
law compliance, 272–273
mission statements, 278–279
perspectives on, 288–290
philosophy of, 260
policies, 55–64

Governmental units, as public
charities, 99–100

Harassment campaigns, 216
Hospitals:

and charitable solicitation acts,
78–79

as public charities, 98

Insiders, 40–41
Institutions:

associations of churches, 97
churches, 96–97
conventions of churches, 97
educational institutions, 97–98
governmental units, 99–100
hospitals, 98
medical research organizations,

98–99
other entities, 100
public college support

foundations, 99
Insurance:

gifts of, 170
gifts using, 170

Intellectual property, gifts of,
166–168, 225

Intermediate sanctions, 21, 22–24,
46–47, 229

Internal Revenue Service:
audits, Chapter 11

compliance checks, 296–306
fast-track settlement program,

316–317
fiscal year 2009 work plan,

284–285
fundraising, definition of, 3–4
and gaming, 132–135, 138–141
good-governance principles, draft

of, 57, 60, 61, 261, 277, 278
and governance, 281–287
organization of, 292–293

Internet, fundraising by means of,
84–89

Joint ventures, 43–44

Law compliance, 272–273
Legislative activities rules, 2–3, 47–51
Legislative authority, delegation of,

255–256
Litigation, 319–320
Loans, 43

Medical research organizations, as
public charities, 98–99

Membership, definition of, 69
Miller, Steven T., 281–284, 286
Mission statements, 58, 278–279

National Association of Attorneys
General, 83

National Association of State Charity
Officials, 83, 86

Noncash contributions, 131,
141–148

Noncharitable organizations,
fundraising by, 231–233

Nonexempt charitable trusts, 94–95

Operational test:
in general, 35–36
for supporting organizations,

112–113
Organization effectiveness, 270–271
Organization, form of, 34–35
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Organizational tests:
in general, 35
for supporting organizations, 112

Panel on the Nonprofit Sector, 57,
60–64, 261, 271, 272–273,
274–275, 277, 278–281

Partial interest gifts, 169
Personal benefit contracts, 54–55
Planned giving:

charitable gift annuity, 176–177
charitable lead trust, 175–176
charitable remainder trust,

172–174
income interests, 171
introduction to, 170–172
pooled income fund, 174–175
remainder interests, 171
split-interest trust, 171

Point of solicitation disclosure, 9–10
Police power, states’, 237–238
Policies, governance:

and annual information return,
55–56

annual information return review,
62

code of ethics, 63
conflict-of-interest, 59–60
conservation easements, 58
document retention and

destruction, 61
executive compensation, 61–62
fundraising, 56–57
gift acceptance, 58, 147
international grantmaking, 62
investment, 62–63
meetings documentation, 62
mission statement, 58
others, 63–64
whistleblower, 60–61

Political campaign activities rules,
52–54

Pooled income funds, 174–175
Primary purpose rule, 36
Private benefit, doctrine of:

and governance, 286–287
in general, 20–21, 44–46, 229

Private foundation:
definition of, 92–93
rules governing, 95

Private inurement, doctrine of:
and fundraising, 20, 229, 341–344
in general, 39–44

Private operating foundation, 93–94
Professional fundraiser, definition

of, 70–71, 325–326
Professional solicitor, definition of,

71–72, 325–326
Program service accomplishments,

127
Prohibited tax shelter transactions,

54
Property:

airplanes, 166, 226–229
appreciated, 159
automobiles, 166, 226–229
boats, 166, 226–229
definition of,
gifts of,
intellectual property,

166–168, 225
valuation of, 160

Public charities:
concept of, 95–96, 217
institutions, 96–100
public safety testing organizations,

117
public-private dichotomy, import

of, 117–118
publicly supported charities,

comparative analysis, 110–111
publicly supported charities,

donative, 100–106
publicly supported charities,

service provider, 107–110
statistics, 118
supporting organizations, 111–117

Public college support foundations,
as public charities, 99

Public policy considerations, 30–32
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Publicly supported charities:
comparative analyses of, 110–111
donative type, 100–106
service provider type, 107–110

Qualified appraisal, 218–219
Qualified appraiser, 220–221
Qualified appreciated stock, 163–165
Qualified sponsorship payments,

199–201
Quid pro quo contribution rules:

and charity auctions, 338
in general, 212–214

Reasonableness, standard of, 41
Recognition of tax exemption, 39
Recordkeeping rules:

cash contributions, 222–223
noncash contributions, 223–224

Registration fees:
in general, 250–251
sliding-scale, 250–251, 339–341

Relief, proposals for, 351–353
Religious organizations, 77, 256–257
Rental arrangements, 43

Sarbanes-Oxley Act of 2002, 260
Services provided:

as related business, 202–205
to related organizations, 206–208
as unrelated business, 205

Shulman, Douglas, 284
Solicitation, definition of, 68–69
Split-interest trust, 169, 170–176
Statement of Position 98–2, 17–18
Step transaction doctrine, 24–29
Substantial compliance, doctrine of,

218
Supporting organizations:

control, limitations on, 116–117
noncharitable organizations and,

115
operational test, 112–113
organizational test, 112
required relationships, 114–115

specification requirement,
113–114

supported organizations,
substitution of, 115–116

Tax exemption:
recognition of, 39
retroactive revocation of, 317–318

Tax liability, officers’ and
employees’, 287–288

Taxidermy, gifts of, 168–169

Unified registration, 83
Unrelated business rules:

business, definition of, 181–183
convenience businesses, 186
donated items exception, 186, 197
donor-recognition programs,

199–201
entertainment activities, 186–187
excepted activities, 185–187
excepted income, 187–188
exceptions to exceptions, 188–189
exceptions to exceptions to

exceptions, 189
fragmentation rule, 182
and fundraising, 189–201
low-cost articles, distribution of,

187
mailing lists, exchange of, 187
merchandise, sale of, 186, 196
principal–agent relationships,

196–197
and private benefit, 193–194
and program activities, 194–196
regularly carried on rule, 183–184,

191–192
related businesses, 184–185
research exception, 188
royalty exception, 188, 197
services, provision of, 202–208
specific deduction, 188
statutory framework, 180–181
tax-exempt organizations

involved, 181



362 Index

Unrelated business (Continued )
trade show activities, 187
travel and tour activities, 197–198
unrelated business taxable

income, 185
unrelated businesses, 184–185,

189–191
volunteers exception, 185–186,

197
Unusual grants, 103–104
U. S. Constitution:

due process rights, 253–254
equal protection rights, 254
free speech rights, 236–253
legislative authority, delegation of,

255–256
and religious organizations,

256–257

Vehicles, gifts of, 166, 226–229

Watchdog agencies and fundraising,
261–263

Watchdog agencies, standards of:

American Institute of
Philanthropy, 18, 270, 274

BBB Wise Giving Alliance, 59,
261, 265–266, 270–271, 276,
279

Committee for Purchase From
People Who Are Blind or
Severely Disabled, 272,
276

Department of the Treasury
best practices, 272, 276–277,
278

Evangelical Council for Financial
Accountability, 56, 59, 61, 62,
63, 261, 266–267, 271, 274, 276,
278, 279

Philanthropic Advisory Service,
260, 263–265, 273–274,
275–276, 279

Standards for Excellence Institute,
56–57, 58, 59–60, 261, 267–269,
271–272, 276, 278, 279

Widely available exception,
215–216
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