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business or the foundation. For example, the tripartite structure
used by the Kellogg Foundation and the Van Leer Foundatioy,
might be an interesting model. The trustees or directors of suck
a third entity should be selected by processes designed ¢
identify people knowledgeable about and sensitive to the neegs
of both the business and the foundation, and capable of balanc.
ing those needs. The tripartite concept would also address, 1
some extent, the concerns of distraction of managers of the
foundation from their charitable activities.

To deal with the self-dealing concern — consider adopting ;
strong policy against seli-dealing, and consider having it pe.
liced by periodic independent audits (perhaps by outside augj.
tors, or perhaps by an independent audit commitiee).

. 'To avoid the perpetuation-of-control concern two steps mighy

be thought about:

a. Putting in place some process for selection of future map.
agers, of both the business and the foundation, designed to
identify managers by talent. The process should both be,
and — importantly — be seen to be, impartial and fair.

b. Putting in place some process for possible future sale of
some or all of the business holdings. Sir Henry Wellcome
did not do this, a failure which cost the Wellcome Trust 4
lot of money, time, and trouble ~ because it had to go to the
U.K. courts on several occasions to get the authority to dis-
pose of its Wellcome Foundation holdings. In the fullness
of time ~ and, because the existence of a foundation is per.
petual, the relevant time frame can be quite long ~ there may
be reasons why any given foundation will wish to, or need to,
diversify or change its investments. It would be wise for
founders to be involved with this question at the outset,
rather than leaving it to later generations to figure out what
to do without their guidance. This process would also help
address the investment portfolio diversification concern.



