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A foundation’s trustees can readily revise
or replace a properly crafted mission
statement, so that the focus of grant-
making can change without notice to
(or approval by) state charities officials or
the Internal Revenue Service (IRS).

Obtaining
Recognition of Tax
Exempt Status
After your foundation is formed, either
as a charitable trust or a not-for-profit
corporation,your next order of business
is to obtain recognition of its tax-exempt
status.This process is initiated by filing
Form 1023 with the IRS. This form
requires the following information:
■ A copy of the governing documents;
■ A statement of projected activities

(for example, investing donated funds
and making grants to other charities);

■ A list of trustees and officers, their
addresses, and the compensation they
will receive for their service to the
foundation;

■ A projected balance sheet for the last
day of the current fiscal year; and

■ A budget for 3 or 4 fiscal years,includ-
ing the current one.

Additional disclosures may be neces-
sary if, for example, the foundation has
entered into a lease.

Form 1023 and a filing fee ($500 in
2002) are submitted to the IRS. The
IRS typically responds with a letter
acknowledging receipt and stating an

fig.

6 How Purpose and Mission Interplay

The following example illustrates the interplay of the legally non-binding
mission statement and the legally binding statement of purposes 
contained in a foundation’s governing instrument:

Tom Fox (all names are fictional), a 50-year-old investor, forms a foundation to
support the preservation of Civil War battlefields and education about the Civil
War. Tom accepts the lawyer’s recommendation that the foundation have broad
charitable purposes in its governing instrument, but a mission statement —
freely changeable at any time — that focuses on the Civil War. 

In his late 70s, Tom experiences deteriorating health and concludes that the
foundation should shift its support to medical research. He tells his lawyer that
he wants to leave the bulk of his remaining assets to the foundation and wants
those assets forever dedicated to research into cures and treatments for dia-
betes and arthritis, with a limitation favoring research by public universities. At
the same time, Tom is worried that his adult children are not interested in 
diabetes, arthritis, or any other health-related issues, and he is concerned that
they will not take a serious interest in the foundation. He also has told his adult
children that he expects them to contribute their own money to the foundation. 

Tom and his lawyer agree as follows: The statement of purposes in the foun-
dation’s governing instrument will remain broad and unchanged. A new mis-
sion statement will be adopted to express the intention that the foundation
support research at public universities into diabetes and arthritis and “in the
event they are eradicated, other medical conditions affecting the elderly.” Tom
will sign a new Will, leaving the bulk of his assets to the foundation but on the
condition that the assets passing at the time of his death be used exclusively
in furtherance of the mission statement in effect at the time of his death. 

Tom likes this structure: During his lifetime, the assets of the foundation are
spent in furtherance of the mission that is important to him, but he retains the
flexibility to change his mind. At his death, his bequest is limited to the specific
purposes set forth in a mission statement he approved during his lifetime, but
with built-in flexibility in the event diabetes and arthritis are eradicated.
Meanwhile, Tom’s adult children and other descendants have some flexibility,
too. Although the bequest in Tom’s Will is limited to the purposes specified in
a mission statement he approved during his lifetime, the mission statement can
be changed vis à vis all other assets of the foundation. Therefore, assets Tom
gave before his death and any assets his descendants contribute to the foun-
dation in the future can be used in support of whatever charitable purposes
future generations deem appropriate.


