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Topical Outline: 
 

I. Introduction 
 

II. The Intersection of Federal and State Law 
a. What is a Nonprofit? 



i. State law definition 
ii. Who are the players? 

b. What does it mean to be tax-exempt? 
 

III. Public Charities 
a. Section 509(a)(1) organizations 

i. The 33-1/3 percent of support test 
ii. Alternative test 

b. Section 509(a)(2) organizations 
 

IV. Private Foundations 
a. Chapter 42 prohibitions and excise taxes 

i. Excise tax on net investment income 
ii. Excise tax on acts of self-dealing 

iii. Excise tax on failure to distribute the minimum return 
iv. Excise tax on excess business holdings 
v. Excise tax on jeopardy investments 

vi. Excise tax on taxable expenditures 
b. Termination of private foundation status 
 

V. Federal Recognition of Tax Exemption 
a. Private Foundations 
b. Public Charities 

 
VI. Grantmaking 

a. Public Charities 
b. Private Foundations 

i. Grants to individuals 
ii. Grants to organizations 

iii. Expenditure responsibility 
 

VII. Fiduciary Duties 
a. Duty of Care 
b. Duty of Loyalty 
c. Duty of Obedience 
d. Duty of Oversight 

VIII. Fiduciary Duties in the Real World – What Needs to be Done 
a. Corporate Formalities 

i. Corporate Documents 
ii. Meetings 

b. Returns and Reports 
i. Federal Returns 

ii. Other Federal Filings 
iii. Financial Report to Board 

c. Financial 
i. Policies 

ii. Ledgers and supporting documentation 
iii. Investment responsibility and stewardship 



iv. Receipt of Contributions 
d. Transactions 

i. Conflicts of interest 
ii. Best interest of the corporation 

iii. Excess benefit transactions and compensation 
e. Employees 

i. Written policies 
ii. Salaries and withholding 

iii. Oversight 
f. Fundraising 

i. State registration and renewals 
ii. Professional fundraisers and fundraising counsel 

iii. State disclosure 
iv. Fundraising on the internet 
v. Do-not-call lists 

vi. Collection of sales tax on charitable fundraisers 
IX. Liabilities 
X. Staying on track 

a. Board Orientation 
i. Board books 

ii. Initial orientation 
iii. Continuing education 

b. Keeping accurate records 
c. Seeking professional advice 
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