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Jargon Buster:
Social Investment 

Asset

Something valuable that an organisation owns, benefits 
from, or has use of, in generating income. Tangible assets 
could include property, vehicles, equipment etc.

Bridging loan 

A loan to assist daily activities as an organisation waits 
for other funds (usually grants) to arrive.

Bond/charity bond 

A specific type of loan; the borrower is the ‘issuer’ or 
‘seller’ of the bond and the lender is the holder. Interest 
on the bond is known as the coupon. Interest is usually 
paid at fixed intervals and the issuer of the bond agrees 
to repay the original loan amount at a specified time - 
this is known as maturity. 

Borrowing on credit

Borrowing with an arrangement to pay later.

Capital

Wealth in the form of money or other assets (e.g. 
property) owned by an organisation.

Capital gain 

Profit from an investment or the sale of assets like a 
property. The capital gain is the increase in value or 
wealth.

Collateral 

The borrower pledges a specific asset(s) (e.g. property) as 

security against a loan. The collateral provides additional 
protection to the lender if the borrower is unable to 
repay the debt. See also ‘Secured loan’.

Community Development Finance Institution (CDFI) 

Social enterprises that lend money. See also Social 
Investment Finance Intermediaries (SIFIs).

Community shares 

Sale of shares in social enterprises serving a community 
purpose (i.e. to raise money to finance community shops, 
pubs, community buildings, etc). Shares are usually 
priced at a relatively low amount (e.g. £10) to enable all 
sections of the community to participate. Shareholders 
have a stake in the enterprise. 

Cornerstone investment 

The first (or principle) investor in a fund or project 
whose commitment to invest gives confidence to other 
investors. 

Coupon 

The amount of fixed interest payable on a debt.

Debt finance 

Money that is borrowed with a promise to repay the 
amount borrowed, plus interest.

Development capital 

Investment that enables an organisation to build 
capacity or develop new products and services that will 
generate future income.
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Dividend 

A sum of money repaid regularly (usually annually) by a 
company to its shareholders from its profits. 

Draw down 

Request for the release / payment of the funds. The 
funds are ‘drawn down’ through installments or a single 
payment in full.

Due diligence 

An investigation or assessment of a potential investment. 

Equity investment 

Money that is invested in an enterprise in exchange for 
a stake in the organisation, usually in the form of shares. 
Each share represents ownership of a proportion of the 
value of the company. 

Ethical Bank 

Banks that want to create social and environmental 
benefits by limiting which companies and projects they 
provide finance to, often lending exclusively to charities 
and organisations with a social purpose.

Facility 

Different types of financial support (e.g. loans, overdrafts 
etc.).

Impact investment 

See Social investment (used interchangeably).

Interest 

The fee paid by a borrower to a lender as the cost of 
borrowing money. Interest is typically calculated as a 
percentage of the amount borrowed.

Investment readiness 

When an organisation has developed the skills and 
knowledge they need to raise and manage external 
investment. 

Loan 

A sum of money that is borrowed and has to be paid 
back over an agreed term, usually with interest.

Payment by Results (PbR) 

Where the investors’ financial returns are based on the 
success of the service delivery, especially in Social Impact 
Bonds.

Principle 

The amount borrowed via a loan before interest is 
calculated.

Quasi-equity 

An equity-style investment for organisations that do not 
have shares. Investors’ repayments are directly linked to 
the performance of the organisation. 

Return on Investment (ROI) 

Measures how much profit an investor will make (or has 
made) compared to the amount of money they put into 
a business.  

Secured loan 

A loan in which the borrower pledges an asset (most 
often a property) which the bank can use to recover 
losses if the loan isn’t repaid.

Social enterprise 

No single agreed definition. Often used to describe a 
business with primarily social objectives whose profits 
are principally reinvested for that purpose - in the 
business or in the community.

Social Investment Finance Intermediaries (SIFIs) 

Institutions that attract money from social investors 
and use it to make direct investments in front-line social 
ventures. Some Community Development Finance 
Institutions are also SIFIs.

Social finance 

See Social investment.

Social investment 

Money loaned to or invested in organisations (i.e. social 
enterprises, businesses, charities) to achieve a social, as 
well as a financial return. 



Social impact bond (SIB) 

Form of large-scale investment around a particular social 
theme in a specific location. VCSE organisations are paid 
by contract for their work by investors. Public sector 
commissioners (usually government) agree to repay 
investors if it can be shown that the work undertaken has 
resulted in significant improvements in social outcomes 
and a reduction in public spending.

Social returns 

The benefits to society generated by an organisation for 
the benefit of an investor or shareholder.

Unsecured loan 

A loan that does not take security over the borrower’s 
assets. The risk for the lender is greater and therefore 
interest rates are usually higher than for secured loans.

Underwriting 

A commitment to provide financial support if other 
sources are not secured.

Working capital 

The funding required to cover operational costs 
and manage the timing differences of income and 
expenditure - can be used to support an organisation 
while it generates income to cover its costs in the longer 
term or can be a short term arrangement like a bridging 
loan or overdraft facility.

Write-off 

The value of the investment is permanently reduced in 
an investor’s accounts if the borrower is not able to repay 
the full value of the loan.

Yield 

The income return on an investment. This refers to the 
interest or dividends paid and is usually calculated 
annually.

Further information
Further terms are covered in FINE’s North East Guide to 
Grants for Voluntary Organisations (£30 + p&p). 

The Guide is free for organisations with Silver and Gold 
level Membership+.  

For more details visit www.vonne.org/membership

For more jargon busting in relation to Social Investment 
visit our dedicated webpage: www.vonne.org.uk/social-
investment.
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