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Defining Your
Foundation’s
Charitable Purposes
A family foundation must be “organ-
ized” exclusively for tax-exempt pur-
poses recognized by the Internal
Revenue Code.The foundation’s gov-
erning instrument must limit its activi-
ties to one or more of the following
general purposes: educational, literary,
scientific, religious, or charitable.

These purposes (and a handful of others
that are rarely relevant) are commonly
lumped together under the heading
“charitable purposes” or “tax-exempt
purposes.” The specific purposes you
have in mind must fit within one of the
recognized tax-exempt categories.If you
expect to make grants mainly to well-
established charities, such as universities,
relief organizations, nonprofit hospitals,
arts organizations, religious institutions,
and the like, you should have little diffi-
culty specifying suitable purposes in the
governing instrument and making grants
that will readily qualify under one of the
recognized tax-exempt categories.

You may have more novel objectives —
such as the woman who wanted to 
create a foundation to perpetuate her
mother’s legacy of dressmaking and
embroidery, or the man who wanted to
provide economic assistance to family
farmers to promote the tradition of fam-
ily farming. If your specific objectives
are innovative or even a bit idiosyncratic,

your lawyer may be helpful in figuring
out whether and how your objectives
can be structured to fall within the legal
definition of what is “charitable.”
Fortunately, the legal concept of “char-
ity” is inherently flexible, intended to
evolve as the needs of society evolve.

If you wish, you can identify general
purposes (educational, charitable, etc.)
and then add specific limitations. An
“educational”foundation might support

only private colleges and universities in
Texas or only museums of Asian art.A
“scientific” foundation might support
only medical research institutions
studying prostate cancer.A “charitable”
foundation might support only the
relief of poverty and construction of
charity hospitals in Peru. There are 
myriad possibilities.When you define a
foundation’s charitable purposes, you
face an important practical and legal
issue: Balancing your desire to achieve
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2 What Do We Mean By...?

GOVERNING INSTRUMENT ➣ The term “governing instrument” refers to the doc-
ument that contains a foundation’s statement of purposes. The governing instru-
ment also specifies whether or not a foundation must be perpetual and may spell
out special restrictions on succession or control. If a foundation is structured as
a charitable trust, the governing instrument is an Agreement of Trust, sometimes
referred to as an “Instrument,” “Declaration,” or “Indenture” of Trust. If a foun-
dation is structured as a not-for-profit corporation, the governing instrument is
called the Articles of Incorporation or the Certificate of Incorporation.

BYLAWS ➣ Although the trustees of a charitable trust occasionally elect to adopt
Bylaws, the directors of a not-for-profit corporation almost always do so, and in
some states it may be required. Bylaws are typically limited to routine matters of
governance and say little or nothing about a foundation’s purposes.

TRUSTEE and OFFICER ➣ A not-for-profit corporation ordinarily has a “board
of directors” or a “board of trustees,” and the board appoints a president, a sec-
retary, a treasurer, or other “officers.” A charitable trust usually has “trustees”
but no officers, although larger charitable trusts may appoint administrative and
program “officers.” In this chapter, the term “trustee” is used generically — and
can mean the trustee of a charitable trust or a member of the board of a not-
for-profit corporation. The term “officer” refers to an officer of a not-for-profit 
corporation or a charitable trust.


