Purpose Clauses for Not For Profit Corporations in Illinois

Purpose:

A.
Generally:


The purpose is a statement of the type of function or character for which the corporation is formed.  Illinois requires this statement to be a narrow or specific purpose and will not accept a purpose that is too broad, general, or vague.

B.
Allowable Purposes:


Not-for-profit corporations may be organized for any one or more of the following or similar purposes:


1.
Charitable;
2. Benevolent;
3. Eleemosynary;
4. Educational;
5. Civic;
6. Patriotic;
7. Political;
8. Religious;
9. Social;
10. Literary;
11. Athletic;
12. Scientific;
13. Research;
14. Agricultural;
15. Horticultural;
16. Soil improvement;
17. Crop improvement;
18. Livestock or poultry improvement;
19. Professional, commercial, industrial or trade association;
20. Promoting the development, establishment or expansion of industries;
21. Electrification on a cooperative basis;
22. Telephone service on a mutual or cooperative basis;
23. Ownership and operation of water supply facilities for drinking and general domestic use on a mutual or cooperative basis;
24. Ownership or administration of residential property on a cooperative basis;
25. Administration and operation of property owned on a condominium basis or by a homeowner association;
26. Administration and operation of an organization on a cooperative basis producing or furnishing goods, services, or facilities primarily for the benefit of members who are consumers of such goods, services or facilities;
27.  Operation of a community mental health board or center organized pursuant to the “Community Mental Health Act” for the purpose of providing direct patient services;
28. Provision of debt management services as authorized by the Debt Management Service Act;
29. Promotion, operation and administration of a ridesharing arrangement as defined in Section 1-176.1 of the Illinois Vehicle Code;
30. The administration and operation of an organization for the purpose of assisting low-income consumers in the acquisition of utility and telephone services;
31. Any purpose permitted to be exempt from taxation under Section 501(c) or 501(d) of the United States Internal Revenue Code, as now in or hereafter amended; and
32. Any purpose that would qualify for tax-deductible gifts under the Section 170(c) of the United States Internal Revenue Code, as now or hereafter amended. Any such purpose is deemed to be charitable under subsection (a)(1) of this Section.
C.
Specifics of Formation:

After prefacing or confining the purpose, you may then list a more detailed or specific purpose. Simple, everyday language can be used.  For example:  “To find homes for stray dogs and cats,” “To send needy inner city children to summer camp,’’ or “To form a neighborhood block club.  ’’DO NOT use any language that may indicate or imply a business purpose as such is not a proper not-for-profit purpose.  A corporation that is to function as a club, as defined in Section 1-3-24 of the Liquor Control Act of 1934, must insert in its purpose clause the following statement: the corporation will comply with the State and local laws and ordinances relating to alcoholic liquors.  You should state whether the corporation is a condominium association as established under the Condominium Property Act, a cooperative housing corporation defined in Section 216 of the Internal Revenue Code of 1954, or a homeowner association, which administers a common-interest community as defined in subsection (c) of Section 9-102 of the Code of Civil Procedures.

D.
Tax-Exempt Status:


If you intend to apply for federal tax-exempt status, you must elaborate on the purposes set forth in this section under a separate section for “Other Provisions.’’

E.
Powers:


All not-for-profit corporations are granted many powers by statute. Because these powers are statutory, they do not need to be listed and should not be listed in the purpose clause either as purposes or as powers.  Among the granted, statutory powers are the power to sue and be sued, complain and defend, in the corporate name; to have and affix a corporate seal; to purchase, lease, acquire, hold, use, own, or otherwise deal in and with any real and personal property; to make contracts and incur liabilities; to elect or appoint officers; to make and alter by-laws; to loan money for its corporate purposes; to have and exercise all powers necessary or convenient to effect any or all of the purposes for which the corporation is organized.

F.
Directors:


You must have at least three (3) directors. They do not have to be Illinois residents or corporation members, but you may require these restrictions or impose any other qualifications you choose.  Restrictions and qualifications may be set forth on the Articles of Incorporation under the Other Provisions section, or you may leave restrictions and qualifications to be set forth in the corporate by-laws.  Incorporators: One or more incorporators may organize a corporation under this Act.  An incorporator may be either a natural person 18 years or older or a corporation, domestic or foreign, whether not-for-profit or otherwise.

G.
Other Provisions:


Below or following the purpose clause, you may list any other provision regarding the internal affairs of the corporation that you wish to have included as part of the Articles of Incorporation.  These may include: 

1. Tax-Exempt Status:  

If you intend to apply to the IRS for tax-exempt status and the section of the Internal Revenue Code under which your corporation will fall requires an elaboration of purposes, the means for achieving them, procedures for dissolution, etc., this is the place to make those statements.  This section must be written in language and format that conform to the specifications of the IRS Code.  The statements given here will play a large part in the determination of your tax status by the IRS.  (Note:  In certain cases, this information may be included in your by-laws instead of placed in the Articles of Incorporation. Check Publication 557, ask the IRS, or consult an attorney if you are uncertain about this.)

2.
Restrictions and Qualifications:


Under this section you may wish to list who can be a member, an officer, or a director and what duties each must perform.  This information need not be a part of the Articles of Incorporation, but if it is not, such information should be a part of your by-laws. 

3.
Other Regulations:


Under this section you may list any other regulation for the governing of the internal affairs of the corporation, or you may leave these for the by-laws.  To become a not-for-profit corporation, deliver two (2) identical copies of the Articles of Incorporation, with at least one copy being original, and the $50 filing fee in the form of a certified check, cashiers check or money order to the Secretary of State.  All Articles of Incorporation, including the filing fee, must be mailed to the Department of Business Services office in Springfield for review.  The department offers the review and, if approved, the filing of Articles of Incorporation on an expedited basis within 24 hours of receipt in either the Springfield or Chicago office.  Pursuant to the provisions of the Illinois General Not For Profit Corporation Act, all such requests for expedited service must be made in person either in the Springfield or Chicago office and accompanied by a separate expedited service fee of $25, payable to the Secretary of State, in addition to the $50 filing fee.  Any Articles of Incorporation hand-delivered to either the Springfield or Chicago office not requesting expedited service will be reviewed on a routine (non-expedited) basis in the Springfield office.  When approved, the Secretary of State will stamp the date of filing on both copies and return one copy to the incorporators or their representative.
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