LIMITED-LIFE
FOUNDATIONS

CONTEXT

In Canada, the perpetual existence of foundations has
become the norm in the world of philanthropy. It is
based on a legal framework that allows foundations to
preserve, and even increase, their assets indefinitely.
In parallel, however, a movement of “limited-life
foundations” has developed, which deliberately
choose to limit their lifespan. While this philanthropic
movement remains marginal in the Canadian context, it
opens up promising avenues for action and reflection.
To better document it, PhiLab has formed a research
team in partnership with the Ivey Foundation, which is
halfway through its closure process. This infographic
summarizes the first phase of this research and its
main findings.

The full document is available here.

DEFINITION
[

Limited-life foundations are foundations that commit
to spending all of their assets and ceasing operations
at the end of a given period or upon achieving specific
objectives.

ADVANTAGES AND DISADVANTAGES

+

Increasing the foundation’s impact
Become more disciplined and prudent in
allocating resources

¢ Improving relations with beneficiaries

Harder to manage human resources
Decreased scope for action

Damage to relationships with partners
Limited investment options

Risk of being flooded with requests after
the closure is announced
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TIMELINE
I —

17th century: Charitable institutions exempted from the Rule Against
Perpetuities in England.

18th-19th centuries: Criticism of the perpetuity of foundations by
Enlightenment thinkers such as Anne Robert, Jacques Turgot and John
Stuart Mill.

1948: Planned closure of the Rosenwald Fund, 25 years after the death
of its founder Julius Rosenwald, who advocated limiting the lifespan of
foundations.

1950s: In the United States, a commission of inquiry and a report by the
Treasury Department propose limiting the lifespan of foundations.

1969: Adoption of the Tax Reform Act, which imposes a mandatory
disbursement quota rather than limiting the lifespan of foundations.

1970 to present: Development of the movement, which is joined by several
foundations, including the Aaron Diamond Foundation (1996), the Olin
Foundation (2005), The Beldon Fund (2014), The Atlantic Philanthropies
(2020), and the Ivey Foundation (2027).



https://philab.uqam.ca/en/limited-life-foundations-anatomy-of-a-philanthropic-movement/
https://www.ivey.org/about-main

HOW TO MANAGE THE CLOSURE OF A FOUNDATION?
HERE ARE NINE STRATEGIC AND MANAGERIAL
CONSIDERATIONS TO TAKE INTO ACCOUNT

Regardless of the motivations and objectives that drive foundations to plan for
their end-of-life, various strategic and managerial issues must be taken into
account to successfully complete such a process. In the following section, we
have drawn on existing research and testimonials to identify nine important
factors for foundations undertaking an end-of-life process to consider.

DEVELOP A CLOSURE PLAN

Quickly establish a strategic plan with regard to
the broad outlines of the closure process. It must
determine the duration of the closure process
and the objectives to be achieved at the end of
this process.

ENGAGE THE BOARD OF
DIRECTORS IN THE PROCESS

Their full participation in planning the closure
is crucial to ensuring that they understand its
relevance, are able to “let go,” and participate
positively in the transition.

COMMUNICATE TRANSPARENTLY
AND EFFECTIVELY

Announcing the upcoming closure of the
foundation may provoke strong emotional
reactions. It is best to communicate in a way that
calms concerns and clearly informs people about
the changes to come.

APPROPRIATE HUMAN
RESOURCES MANAGEMENT

The four dimensions to consider when optimizing
human resources management are transparent
communication, a retention plan, career
transition support, and a flexible human resources
management model.

REVIEW THE TERMS OF
SUPPORT FOR GRANTEES

The first approach aims to minimize the negative
impacts associated with the withdrawal of the

foundation. The second approach consists of
providing support mechanisms that concretely
increase their capacity for action.

ADJUSTING EXPENSES

The approach to closure involves restructuring
the funding strategy. Consumable funding refers
to the immediate use of resources to finance
the operations of organizations. Productive
funding aims to build assets for the organizations
supported.

ADAPTING INVESTMENT
STRATEGIES

Redefining investment management with two
concerns in mind: (1) holding sufficient liquidity
for expenses and commitments; (2) generating
income while protecting against volatility and
fluctuations.

ASSESSMENT AND LEARNING
MECHANISMS

Plan resources and investments in program
assessments. This will enable them to document
and share information about their programs and
identify successes and failures in the closure
process.

LOGISTICAL DETAILS OF THE

OPERATIONAL SHUTDOWN

The foundation must also manage the sale or
transfer of its non-financial assets. It is also
essential to plan a time for celebration to
recognize achievements and provide a sense of
accomplishment.
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https://www.arabellaadvisors.com/wp-content/uploads/2022/07/Arabella-Advisors-Spend-Down-Report-2022.pdf
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