
-~DATE: 

TO: 

FROM: 

February 15, 1990 

BOARD OF TRUSTEES 

Leonard W. Smith, Chairman 
Public Issues Committee 

RE: Proposal to Establish a Michigan AIDS Fund 

Recommendation: The Council of Michigan Foundations establish a Michigan 
AIDS Fund to be administered by CMF, funded by interested Members and 
subject to certain conditions described below. The project is 
recommended in response to the compelling nature of the need and to the 
thoughtful request and commitment of the Members listed as part of the Ad 
Hock Task Force . 

Background 

In mid-1988 CMF was contacted by a Membe r about the possibility o f 
establishing a Michigan AIDS Fund , similar to other funds established in 
other regional associations. Other Members became inte rested in the 
project and in July , 1989 an Ad Hoc Task Force was formed to expl o r e the 
rationale and mechanics for a Michigan AIDS Fund. Members of the Tas k 
Force include: 

Ms . Barbara J. Getz, Chairman 
Program Officer, The Kresge Foundation 

Dr . Thomas A. Bruce 
Program Director, W.K. Kel logg Foundation 

Dr . William E. Emery 
Trustee, Whirlpool Founda tion 

Ms . Amy Fistler 
Executive Secretary, Health Education Foundation 

Mr. Glenn F . Kossick 
President, Metro Health Foundation 

Mr . W. Calvin Patterson, III 
Executive Director, McGregor Fund 

Dr. Marilyn Steele 
Program Officer , Charles Stewart Mott Foundation 

Dr . Ira Strumwasser 
Executive Director, Michigan Health Care Education & Research 

Foundat ion 



CMF Role 

It is proposed that the Council of Michigan Foundations receive all 
grants to the Michigan AIDS Fund and act as fiscal agent 6f the Fund, 
with final authority fpr redistribution of grants vested in the Council's 
Board of Trustees . It ~is . estimated that the annual expenses of the 
Council of Michigan Foundations for this activity would amount to 
approximately $5 , 000 to be provided from the Michigan AIDS Fund as 
operational costs. 

The.initial goal for the Michigan AIDS Fund will be $500,000 to be 
redistributed to grantees rather than held as an endowed f und. This sum 
will be gathered by release of information concerning the establishment 
of the Fund and its availability for participation by interested 
grantmakers and by Task Force members' contacts with interested 
grantmakers. Task Force members would widely distribute a formal request 
for proposals for projects to be supported by the Fund, review those 
proposals with input from the various resources available to them and 
make recommendations on the distribution of the Michigan AIDS Fund 
grants. One or more CMF Trustees would be invited to join the Task Force. 

As conceived, grants from the Fund would be provided on a matching basis , 
thereby leveraging anothe r $500,000 in local support for individual 
projects. The attached narrative provides background on Council members' 
interest in the HIV epidemic, the examples s tudied by the Task Force, a nd 
the opportunities which present themselves for the proposed Michigan AIDS 
Fund. 

Conditions 

Ad Hoc Michigan AIDS Task Force would become a Michigan AIDS Fund 
Committee. One or more CMF Trustees would be invited to join the 
committee . 

The Fund Committee would be specifically for collaborat ive eff orts 
regarding AIDS and will be a pilot effort subj ec t to CMF annual 
Trustee review: 
a. Review will include: CMF Board time 
b. CMF staff time 
c. Results of the grants 
d. Process of collaboration 
e. Impact on CMF membe rs 

The committee would prov ide volunteer t i me . Barbara J . Getz, Program 
Officer, The Kresge Foundation , a nd Chair of the Task Force, would 
provide staff assistance of one-third t i me for a limited period . 
Funds for any subsequently needed staff would be provided from the 
Michigan AIDS Fund 

CMF would serve as fiscal agent preparing a ll necessary reports 

No direct solicitation of funds from CMF members, writte n or verbal , 
for the AIDS Fund will occur. It will be "quiet funding." 
a. Members of the Task Force are already committed to various l eve ls 

of funding 



b . CMF will make the membership aware of the Fund through the 
Michigan Scene, Memo to Members, and a session at the conference 

c. Other funders are welcome to participate with the Michigan AIDS 
Task Force, membership is not closed if other grantors would like 
this--.. ~,ervice 

"> 
CMF Attorney would review the grant agreement letter 

CMF Board would approve a formal plan of work (see timeline and 
proposal from Barbara Getz which follows), R.F.P . process and 
forms, the fund-raising plan and all disbursements . (Fiduciary 
responsibility would not be delegated to the committee). 
a . CMF Board would approve all policies 
b. CMF Board would approve RFP 
c. AIDS Committee would recommend grants for CMF Board approval 
d . AIDS Fund Committee will fully fund direct and indirec t 

expenses for CMF management time. 

Questions Addressed by Public Issues Committee 

Will purposes of CMF be diluted? 

No. Volunteer staff help (released time Executive, one-third time 
Kresge Foundation; committee volunteers; and proposed part-time staff , 
paid for from grant funds at the appropriate time will take care of 
the program components) . 

What is liability of CMF Board of Trustees in assuming grantmaking role? 

(See attached two page memo prepared by Duane Tarnacki, Clark, 
Klein and Beaumont . CMF Board protected by Articles of 
Incorporation amendment to limit the liability of the Trustees and 
the indemnification provided in the corporate bylaws . ) 

What is impact on CMF staff? 

Staff arrangement described above will assume program funct i on. 
Administrative function will be assumed by Administrative Director and 
is no different than for other special project fund accounting, 
report ing, etc. 
CMF will keep functional accounts . Propos al calls for $5 ,000 fee. 

Will CMF be peerce ived as a grantmaking organization? 

Doubtful, as CMF has a strong image f o r providing educat ion and 
advocacy services for grantmakeTs. The Community·Toundation Energy 
Initiati ve and the Kellogg Youth Project are perceived as serv ice 
projects . In a ll liklihood the Michiga n AIDS Fund Commi ttee will 
receive any public recognition along with the funders of the 
committee. CMF's role is in support of its members' efforts. 
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Will other. members want a fund established around their favorite subject? 

The Board of Trustees has control of all CMF activities and . no other 
fund would be established without the Board's approval. It would be 

~ explained to any inquiring member that the AIDS Fund was established 
'>',,in response to a need by a group of interested Members who, over 18 

months , prepared pla ns. The Board is looking at this projec t as a 
"test" as to whether or not this t ype of collaboration is use f ul for 
CMF Members. 

What a re the adv antage s of CMF assumi ng this function? 

Se rvice to seven Membe r s who h ave reques t e d s e rvice , volunteered 
their time and expres s ed i nteres t in f unding p rog r am f r om several 
Me mbers. 

Extension of collab o r a t ion ro le wh ich beg an wi t h t he o r g a n i z i ng of 
CMF. 

Modest way for CMF t o test f und c on cept use d b y other r egio nal 
a ssoca tions ..• t o see i f use f u l , functional , an d p ract i cal . 

What are the dis advan t a ges t o CMF: 

Se v e ral Members will want to establish s i milar funds. 
Response : CMF test i ng t he con cept with t h e AIDS Fund 
Committee . 

Board of Tr us t ees agenda woul d be burdened by grant requests . 

jas:3577P 

Respo n se: Mi chigan AIDS Fund Commi ttee would r ecommend g rant 
r e quest s t o Board of Trus tees , together with one - p age summar y 
of g rant a nd t h e f ul l p r oposal . CMF Board Member woul d be 
appo i nted to Commi ttee. 
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OPPORTUNI TY 

With cases of AIDS (and, one must assume, even greater prevalence 
of HIV in fectio n) being most heavily repo r ted in Southeast 
Michigan (Wayne, Oakland and Macomb Counties accounted for 70% of 
all Michigan cases through June 12 , 1989), efforts at education 
and prevention have a reasonable chance of delaying the costly 
impact of AI DS in other areas of the state. This may partly 
explain why a project, undertaken by Michigan State University 
and funded by the National Institutes of Health, will un~ertake 
assessment of AIDS education in all communities in the state 
except Southeast Michigan. Meanwhile , educat ion and ~revention 
do figure heavily in the MDPH and C-CAP activities ongoing in 
Southeast Michigan , along side the direct serv ices needed t o care 
for those alr ead y living with AIDS. Similarly, educati o n and 
prevention efforts currently receive much more of the feder al HIV 
t~rgeted dollars than do direct serv i ces for persons with HIV . 

Th e Centers f or Disease Control have outlined the ing redients for 
e~fec tive AIDS preventi o n . These include : acce ss to data on 
infection rates in the genera l popu la tion and in h igh risk 
populat i ons ; estimates of the prevalence of ris k behav i o r s and 
the levels of knowledge, beliefs , attitudes , s k il ls and support 
services infl uencing such behav i o rs; and an inventory of the 
available and potential services and r esour ces for carrying out 
prevention efforts. 

It would seem that similar elemen ts must be incl ude d in the 
provision of successful health care and social services f o r HIV 
infected individuals . In order to plan for and ultimately 
implement service provision , communities will need to assess the 
expected demand for services , est ima te the costs as sociated with 
those services , identify and equip the local resources al r eady in 
place to provide such services and n urture the development of 
services which may be neede d but are pre se ntly lacki ng . 

While the MDPH AIDS statistics reveal the numbers of AIDS cases 
by the county in which t hey were diagnosed , the stati stics do not 
take into account individuals who may have been diagnosed wi th 
HIV i nfection outside the state or elsewhere i n Mic h i gan and have 
moved to a different community fur care or family support . I n 
the Kalamazoo County r eport on AIDS , it was pointed out that 
there were 14 diagnosed people with ~IDS b u t 40 rece iving 
treatment - in othe r words , 26 indiv i duals had ret ur ned t o th e 
county after being d iagnosed elsewhere . Only local s tudy can 
arrive at estimates of the demand for services and estimates of 
the ir costs . Similarly , a detailed invent ory of available 
services would ne ed t o be undertaken by most communities i n order 
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Kent County group to serve as a local clearinghou~e for fund 
raising information for pr ovider s and to develop a coritinuum of 
care through Kent County ' s array of acute, h ome health , publ ic 
health and social services . 

C-CAP , the oldest of the three local ini tiatives and the one 
facing the greates t local incidence of AIDS case s, has 
conce ntr a t ed r e c e nt activities a n d funding in the area of direct 
servi c e s. I t has fun ded and s p u n off a separate l y i n c o rporated 
AIDS consort ium of providers to meet the needs of pe o ple wi th HIV 
infection . The consorti um has d e v e loped plans for a 20-bed s~b 

acute health c are u n it i n Detro i t and has i mplemented a 
communi t y -wide case managemen t s y s tem. C-CAP is also developi ng 
:i n kages with local n ursing homes to expand access ~o long term 
care and devise patient care pro t oco ls , infection control 
gu i del ines and admissi on/dischar ge criteria for long term care 
providers. Addit i o nal ly, provider e ducat ion proje c ts f o r social 
work students a nd for medical providers have been funded by C
CAP . Othe r projects in the a r eas of ambulatory care and mental 
health will be pursued a s additional outside funding i s 
i de ntified . 

In addition to nine grants for the deve l opment or pro mo t ion of 
continuum of care projects for people with AI DS , the MDPH has 
funded ten community based o rga nizatio ns for projects i n high 
risk , mi nority HIV e ducation/pr evention . Each of the pre v e n tion 
proj ects must include target pop11latio n surveys to establish 
baseline data a gainst which their futur e success c an be measured , 
and e ach must wo rk closely with existing l ocal p ubl ic hea lth and 
other organizat io ns i nvolved in AI DS prevention t o ensure 
consistency . The MDPH a lso publishes and periodically up~ates 

t he AIDS Re s o u rce Gu ide wh ic h lists the state counseling and 
testing cente r s, the health departments and AIDS info rmati on 
coordinators, state and local agencies providing services to 
p eople with HIV infection , national organizations prov iding AI DS 
information and AIDS Hotline telepho ne numbers . 
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ACTIV I TIES IN MICH IGAN REVIEWED '. 

The MDPH regularly issue s statis t ics on the reported cases of 
AIDS in the state . Whil e the extrapolation of th is da t a to the 
suspected incidence of HIV infection is by no means an exac t 
sc ience, i t is assumed that the 1 , 169 re por ted cases of AIDS in 
Michigan through June 1 2 , 1989 may translate to roughly 10 , 000 to 
15 , 000 individuals who might have positive HIV infection test 
re su lts . MDPH makes its data available in classifications by 
county of diagnosis , age, race and transmission mode. 

Interesting ly , the three Michigan locati o ns in which asse ssme nt, 
plan n ing and coord i nated AI DS programming have been aggressively 
pursued at t he local l evel represent significantly different 
experiences with AIDS . The June , 1989 MDPH AIDS statist i cs sho w 
that 5~% of the AIDS cases reported in t~e state ha ve been 
discovered in Wayne County , including 44 % in Detroit . Kent and 
Kala maz oo Counties have reported 4% and 2% respectively . Need s 
assessments have been proposed for Genesee Cou n ty (w i th 3% of 
reported cases through Ju ne , 19 89) and for Marquet te County (w ith 
4 actua l cases representing les s than 1 %) . 

T~e MDPH ha s reported that their efforts at state-wide AIDS 
education have established a go od base on wh ich to build . Even 
without apparent systematic local assessmen t , MDPH believes more 
is n eeded by way of intervention (espec ia lly in the IV drug using 
p opula tion) , high risk behavior r eduction (prevention), HIV
related mental health services and case management and IV drug 
abuse treatment . This s weeping outline of needed s e rvices 
squares in some re s pects with the needs determined by th e 
planning surrounding the three existing local AIDS entities . 

In Kalama zo o , prior ity activit:es have to do wi th preventi on 
(including e ducation foc used on isola ted high risk groups and 
peer intervention) and ca re (hea lt h and social support) . Wo rk ing 
through the Kalamazoo AIDS Resource and Education Services 
(KARES) , l ocal activitie s and provision of se rvices are 
coordinate d in such a way that assured , anonymous and affordable 
testing , priority treatment for HIV positive IV drug users and 
other long term goal s may ultimately be addressed . 

Similarly, pri orities for the AIDS Foundation o f Kent Co unt y have 
included funding for education f or high risk groups and 
provide rs, counseling and other direct (primarily soc ial ) 
services including housing and provision of basic needs f or 
people living with AIDS. Eleven r ecent grants tota ll ing $62 , 493 
will support pr o jects in these areas ; three of the projects are 
als o receiving support from MDPH . It is a fu ture goal for the 



and the support of collaborative 
organizations. 

efforts of community based 

I t was agreed tha t a group of CMF mem bers wou ld form a t ask fo rce 
to explore the poss ibi lity of such a partnersh i p, and tha t this 
Michigan AIDS Task Force would return t o the CMF Boar d of 
Directors with a recomme nda tion. 

From J uly through November , 19 89 , d i scussions have been held with 
and mater i als received and reviewed from t he four currentl y 
active AIDS collaborations in Michigan : the MDPH, the Kalamazoo 
Cou n ty AIDS Plan ning Task Force, the AIDS Found~tion of Kent 
County and C-CAP. It is clear from these d is cussions tha t 
consideration of a state - wide funding consort ium would be welcome 
for several reasons. The re are perce i ved needs for : 

* coordination o f private AI:::JS funding information state
''" ide , 

* cross-fertilization in spec i fic project in formation s o 
that successful project methods may be shared betwee n 
pro v iders and funders, and 

* a c e ntral funding source/conduit in support 
epi demi c whi ch is so far reaching and 
allev ia tion that many donors are l oathe to 
involved at all. 

o f an 
without 

become 



BACKGROUND 

Prepared by Michigan AIDS AdHoc Task Force 
January, 199o ' ·, .. 

The t op ic of AIDS and HIV infec ti on has received increasi ng 
attention o n the part of grantmakers nationally an d with in the 
s tate of Michigan. The establi s hment of the Counci l on 
Foundation ' s affinity group, Funders Concerned about AIDS, has 
p rovided a na t ionwide network of information within the 
gran tmaking communit y , urging t hat more foundation and corporate 
dol lars be made a vailable in the struggle t~~ combat both the 
spread and the sufferi n g associated with th is chronic an d fa tal 
dise a se . 

The Council of Mich i gan Foundations (CMF) included in its 1987 
Annual Meeting program a session devoted to AIDS an~ its 
implicat ions for Michiga n gran t makers . This was followed with in 
a year by a session co-sponsored by CMF and the Michigan 
Jepartment of Public Health (M DP~ l, attended b y a diverse bod y of 
state and local service provider s as well as a limited nu mber of 
grantmaker s . Since that time, severa l CMF membe rs interested in 
health care i~sues have convened o n issues including state-wide 
~nformatio n sharing by funder~ oE hea lth care projects, access to 
h eal th ca r e and , most recently, the sta tus of the AIDS epidemic 
in Mi c higan . This l ast meeting was ho5ted by the W. K. Kellogg 
Foundation at its Battle Creek headqua r ters in June , 1989 . 

Th e June 28 , 1 989 meeting inc luded representatives from thirteen 
Michiga n grantma k er s . Following presentat i ons Ms . Jean Cha bu t of 
the MDPH and Ms . Diana Kerr o~ the Greater De t roit Area Hea lth 
Counc i l's Coordinated Community AIDS Program (C - CAP) , a c losed 
session o£ the attending grantmakers enter ta ined d i scussion of 
the wi ll ing n ess t o explore a state - wide AIDS f und ing pa r t ne rship, 
under the auspices of CMF . This might follo w a model displayed 
by t he AIDS Task F orce of the Northern Cali fornia Gra n t makers 
reg i o nal association. 

The Northern California Grantmakers, a group of funders familiar 
with collaboration on vario us issues, has i dent ified four 
benefits of collaboration among grantmakers: the enco u ragement of 
regional efforts not easily funded by ind i v i dual grantmakers, a 
reduction of frag me ntation thr oug h coordination , an opportunity 
for grantmakers to part i cipate i n areas they might otherwise 
avoi d and a multiplied impact with otherwise scarce reso ur ces . 
In their AIDS Task Force efforts , issues were i dentified i n the 
need for flexibility in pri ori ti es, the potenti al role in 
enhanc ing and encourag i ng inn o vation b e yond public sector fund ing 



to adequately assess t he leve l of l ocal resources and to initiate 
steps to fill service gaps. In the lack of structured planning 
by larger local resources, several communities in the state are 
now host to small, voluntary efforts to fi l l service gaps 
perceived by those most directly affected by AIDS, and it is 
these groups which may ultimately spearhead larger planning and 
coordination efforts . 

In all areas studied, the building of service coalitions is 
stressed in order to take advantage of and s treng then the 
community resources already in place and to coordinate all 
aspects of services to avoid duplication ·and ensure access. The 
three examples of community involvemen t leading to coordination 
of AIDS efforts d iffer i n their orig ins but resul t in eac h case 
in a group of individuals and serv ice providers who have accepted 
" o wner ship" of AIDS as a concern to a ll . Cooperation and 
compassion have been fostered, and each community has bene fited . 
Oddly, the three private groups are not closely at tu ned to each 
othe r for information sharing an~ other cross - ferti lizati on. 

While ther e are wide ranging ne e ds in HIV education, prevention 
and care being me t or anticipated , grantmakers have str uggled 
with the complexity of this disease. Indeed, it is a hard 
disease to grasp. While research has produced drugs to forestal l 
death and ameliorate some conditions associated with AIDS, the 
steady march of HIV infection has brought it to the heterose x ual 
individual and the newborn infant, as well to the IV dru g user 
and others wh ose lifestyles are anathema to many . In t he absence 
of coherent planning and coordination within communities we are 
left with scattered efforts whose impact must be a question . 
Coordination of infomat ion seems needed for the Michigan 
gra~tmaking community as we ll as for the provider groups. 

In the June, 1988 meetin g on AI DS co - sponsored by CMF and MDPH, 
many needs for fightin g the AIDS fight were ident i fied. Among 
them was the need for fl exib l e funding resources. The proposed 
Michigan AIDS Fund may, in part, meet that goal. To hous e the 
Fund at CMF seems only logica l. Al ready a convener and 
information clearinghouse for the state 's grantmaker s , CMF would 
serve as an eligible grantee and banker for the Fund . With care 
to ensure that subsequent Fund grantees are comp l etely e l igible 
under IRS gu i delines , there shou l d be no technical l y negative 
implications for Fund supporte rs . The impact on CMF staff should 
be minimal, with most of the Fund activity u ndertaken on the part 
of the Michigan AI DS Task Force members the mselves initially, and 
then by part - time staff once funds have been assured. 



DOLLARS INVOLVED 
In the absence of a state-wide assessment, it i s nearly 
impossible to put costs and availability of funding in to any 
clear outline. It i s , therefore , only possible to set an initial 
monetary goal for the Michigan AIDS Fund based o n an assessment 
of potential interest on the part o f Task Force membe rs and their 
contacts and on an arbitrary amount to be distributed in a first 
year of grantmaking. While t he Northern Cali for nia Grantmakers 
AIDS Task Force set and exceeded a three year funding goal of 
$1,500,000, that gr oup represents fund ers used to collaborative 
efforts in a ge ographic area with one of the ear li est and highest 
incidence of widespread HIV infection. 

As stated earlier , the AIDS Foundati o n of Kent County recently 
announced grants ranging from $411 to $14 , 031 for projects in 
that area. This total of $ 62,493 must be supplemented with 
ano t her $22,317 in new s upport in order to fund several projects 
deemed needed but unable to be f unded at the present time. On 
t~e other side o f t~e state, C- CAP has received for l~s own 
operations and the support of its funded projects over $1,225,000 
f~ om tl1e Mc Gregor Fund , Kellogg Foundation and Ford Motor Co mpany 
Fund. It is obvious from thes e vastly di ffer ent dollar amounts 
that t here are wide ranges of projects, costs and available 
funding . 



POSSIBLE SCHEDULE FOR INITIATION - MICHIGAN AIDS FUND 

2127190 CMF Board approved Michigan AIDS Fund . Ad Hoc Task Force 
becomes Michigan AIDS Fund Committee (MAFC). 

319 0 

4/90 

5/90 

6/90 

6/90-
7/9 0 

8190 

9/90-
10 /90 

11/90 

12/90-
2/91 

2/91 

3/91-
5/91 

6191 

CMF approves MAFC funding plan. 

MAFC begins drafting of RFP and plans for distribution. 
Michigan AIDS Fund announced in Michigan Scene and "Memo to 
Members" . 
MAFC meets to review RFP draft. 

MAFC meets to review redraft of RFP. 
Initial funding in place by one or two lead donors. 

MAFC meets to confirm final RFP and final distribution plans. 

CMF Board approves RFP and distribution plans. 
RFP distributed according to plans. 
Job description developed for part-time, 1-ye ar CMF position t o 
staff Michigan AIDS Fund; position duration 8/90 - 8/91 . 

Additional funding secured for Michigan AIDS Fund. 
Precis developed for CMF Board rev iew of applications. 
Inte rview applicants for part- time CMF staff position. 

Final funding for Michigan AIDS Fund secured. 
Part-time CMF position begins. 

Proposals received, processed, distributed to MAFC. 
MAFC meets to formulate 1st round recommendations. 

MAFC submits recommendations to CMF for Board action. 
1st round of Michigan AIDS Fund grants awarded. 
Interim report made to Fund donors. 

CMF staff/MAFC evaluate 1st round process. 
Further distribution of RFP . 
Re - evaluate applicants held over from 1st round . 

Report to CMF Board on 1st round grants/evaluati on. 
CMF annual review of MAFC project. 

Additional proposals processed, distributed to MAFC. 
MAFC meets to formulate 2nd round recomme ndations . 
CMF staff/MAFC evaluate completed 1st round projects. 

MAFC submits recomme ndations to CMF fo r Board action. 
2nd r o und of Michigan AIDS Fund g rants awared. 
Report made to Fund donors and CMF Boa rd, inc luding evaluat ions 
of 1st round projects . 



6/91-
8/91 

9/91 

10/91-
11/91 

Complete evaluation of lst round projects . 
Evaluate 2nd round process and, where possible, 2nd round 
projects. 

Final report to Fund donors on processes; outcomes of lst round 
and, where possible, outcomes of 2nd round projects. 

Report to CMF Board. 
CMF/MAFC determine future of Michigan AIDS Fund. 

tml:Ol24H- 7 



CLARK, K LEI N & BEAUMONT 

MEMORANDUM 

TO: Dorothy A. Johns on 

FROM: Duane L. Tarnacki 

CL IENT: Counc il of Michigan Foundations 

RE : Proposed Michigan AIDS Fund - CMF Board o f Trustees 
Liability 

DATE: February 1 , 1990 

A group o f CMF members has propos ed that a Michigan 
AIDS Fund be established and administered by CMF. The Michi gan 
AIDS Fund will essentially be a cooperative grantmaking 
vehicle. CMF will receive all grants t o the Fund and act as 
f iscal agent for the Fund, with final authority for 
redistr ibution of grants vested in CMF's Board of Trustees. 

The questions which have been presented are whether 
this activity will give rise to greater potential liability for 
the CMF Board of Trustees and what protections are afforded to 
the Trustees. 

Although the subject matter of AIDS is one which has 
drawn considerable national attention due to the catastrophic 
nature of the disease, this particular CMF project should-not 
inc r e ase the risk of liability for Board members more than any 
other new initiative . The Michigan AIDS Fun d will engage 
pr incipally in grantmaking and will not provide direct services 
to AIDS patients or those affected by the disease. The 
potential for liability in this grantmaking context is 
negligible. In fact, we are unaware of any recorded case s 
involving Board liability where grantmaking activity was the 
basis of the lawsuit. 

You have asked what protections are afforded to Board 
members and whether CMF should obtain Director and Officer 
liabil i ty insurance coverage ( "D&O c overage). Basically, the 
Board can be protected in three ways--by amending the Articles 
of Incorporation to limit the liability of the Trustees, by 
providing for mandatory indemnification in the corporate Bylaws , 
and by obtaining D&O insurance coverage. 

CMF recently amended i ts Articles to limit the 
liability of its Trustees. This provides significant protection 

-1 -
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against third-party claims (i.e., those brought by persons other 
than CMF members or the corporation itself in a suit aga~nst 
Trustees). Under this provision, CMF has agreed to assume the 
liability of any Trustee to any third party so long as the 
Truste~ acted in good faith and in furtherance of his or her 
duties as a Trustee. 

The indemnification language in the bylaws states that 
the corporation shall indemnify any Trustee or Officer against 
judgments, · settlements, and expenses incurred by that in<;i.ividual 
so long as he or she acted in good faith and in the best 
interests of the corporation. This indemnification language 
provides additional protection to Board members and covers some 
situations which are not covered by the provision in the 
Articles of Incorporation. 

A D&O policy would provide protection in other areas 
which are not covered by the limitation on liability in the 
articles and the indemnification provision of the bylaws. 
However, we question whether a D&O policy could be justified on 
a cost-analysis basis . The premiums are relatively expensive 
and the risk of loss is minimal . Although D&O policies 
generally cover judgments and settlements, the principal benefit 
offered by such a policy is that it will cover the expenses of 
defending a lawsuit (such as legal fees) since judgments and 
settlements are rare. The one area in which there may be some 
exposure is claims of wrongful discharge or other 
employment-related lawsuits . Since the CMF staff is relatively 
small, the risk of liability here is not great. 
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