Charge to the Ad Hoc Committee for Due Diligence on Contract for Communication Services by a Disqualified Individual
Date:
To: ChicoryLane Foundation Board of Directors
From: ChicoryLane Executive Committee
Re: Referral of Contract Proposal to Ad Hoc Committee for Analysis and Recommendation
Issue: Contract Consideration for Communication Services by Lauren Smith, a Disqualified Individual

Background and Issue
Lauren Smith has voluntarily provided communication services to the ChicoryLane Foundation (CLF) since its inception in May 2024, including maintaining the Foundation’s contacts database, drafting and composing email announcements, and developing newsletters. As she is married to Ian Smith, the son of co-founders John and Catherine Smith, she is classified as a disqualified individual under IRS regulations.
The IRS prohibits self-dealing between private foundations and disqualified individuals, except in cases where the services are necessary, the compensation is reasonable, and the payment is properly documented. Lauren Smith has been proposed for a fixed-fee contract of $2,000 for communication services for the 2025 calendar year. The board must ensure this decision complies with IRS rules and serves the best interests of the Foundation.

Charge to the Ad Hoc Committee
The Executive Committee formally charges this ad hoc committee to conduct a thorough due diligence analysis and report on the appropriateness of awarding the proposed contract to Lauren Smith. The committee is asked to address the following points:
1. Needs Assessment
· Determine whether the communication services provided by Lauren Smith are essential to the ongoing operations of the Foundation.
2. Compensation Review
· Compare the proposed flat fee of $2,000 to typical market rates for similar communication services within the nonprofit and for-profit sectors. Ensure that the compensation is reasonable in terms of time commitment (100 hours) and scope of work (emails, newsletters, database management, and liaison duties).
3. Alternative Options
· Assess whether there are alternative candidates or third-party vendors who could provide equivalent services and whether hiring such candidates would be more cost-effective, practical, or aligned with the Foundation’s goals.
4. Qualification Assessment
· Evaluate Lauren Smith’s past performance and qualifications, including her prior voluntary work and whether her continued engagement as a contractor is in the best interest of the Foundation.
5. Compliance with IRS Regulations
· Confirm that the contract and compensation structure comply with IRS regulations regarding compensation to disqualified individuals, including the requirements that the services be necessary, the payment reasonable, and the arrangement properly documented and disclosed.

Report and Recommendation
The committee is requested to provide a written report summarizing the steps taken in its analysis, including:
· An assessment of the necessity of the services.
· A comparison of compensation with industry standards.
· An evaluation of alternative options.
· An analysis of Ms. Smith’s qualifications and past performance.
· A clear recommendation regarding whether the board should proceed with the contract or not.
The report should also include any additional documentation or evidence supporting the findings. The committee’s report is due by 12/01/2024, to allow time for the board’s review and decision.

Action by the Board
Based on the findings and recommendations of the ad hoc committee, the Board of Directors will review and vote on whether to approve or adjust the proposed contract with Lauren Smith. The board will also ensure that any necessary measures are taken to comply with conflict-of-interest and self-dealing rules.

Signed by:


Jim Zubler, Vice Chair
ChicoryLane Foundation

