Prellminary ~ Transcript™

STENOGRAPHIC MINUTES
Unrevised and Unedited

Not for Quotation or
Duplication

HEARING ON ASSESSING VETERANS' CHARITIES
Thursday, December 13, 2007 |

House of Representatives,

Committee on Oversight and

Government Reform,

Washington, D.C.

"This is. a preliminary transcript of “a Committee Hearing. It has

not yet- been subject- to a review process to ensure that the statements
within  are ~ appropriately attributed - to the withess or member of
 Congress who made them, to determine whether there are any
~inconsistencies between the statements within and what was actually

said at the proceeding, or to make any other corrections to ensure the

accuracy of the record.”

Committee Hearings

of the

U.S. HOUSE OF REPRESENTATIVES

OFFICE OF THE CLERK
Office of Official Reporters


ella.hoffman
Text Box
"This is a preliminary transcript of a Committee Hearing.  It has 
not yet been subject to a review process to ensure that the statements
within are appropriately attributed to the witness or member of 
Congress who made them, to determine whether there are any 
inconsistencies between the statements within and what was actually
said at the proceeding, or to make any other corrections to ensure the
accuracy of the record."

ella.hoffman
Text Box
**Preliminary Transcript**


HGO347.000 PAGE 1

10

11,

12

13

14

15

16

17

18

~ 19

20

Court Reporting Services, Inc.

HGO347000.

HEARING ON ASSESSING VETERANS’' CHARITIES
Thursday, December 13, 2007

House of Representatives,

Committee on Oversight- and

Government Reform,

Washington, D.C.

The committee met, pursuant to call, at 10:00 a.m., in
Room 2154, Raybufn Hoﬁse Office Building, the Honorable Henry
A. Waxman [chairman of the committee] presiding.

Present: Represéntatives Waxman,'Cummings, Kucinich,
Tierney, Watson, Higgins, Yarmuth, Braley, Norton, Van
Hollen, Hodes, Sarbanes, Welch, Davis of Virginia, Burton,
Shays, Platts, Cannon, Turner, Issa,.Foxx and Sali.

Staff Present: Phil Schiliro, Chief of Staff; Phil
Barnett, Staff Director and General Counsel; Karen Lightfoot,
Communications Director and Senior Policy Advisor; David
Rapallo, Chief Investigative Counsel; John Williams, Deputy

Chief Investigative Counsel; Suzanne Renaud, Counsel; Susanne
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Sachsman, Counsel; Daniel Davis, Professional Staff Member;
Earley Green, Chief Clerk; Teresa Coufal, Deputy Clerk; Ella
Hoffman, Press Assistant; Leneal Scott, Information Systems
Manager; David Marin, Minority Staff Director; Larry
Halloran, Minority Deputy Staff Director; Keith Ausbrook,
Minority General Counsel; Grace Washbourne, Minority Senior
Professional Staff Member; Todd»Greenwood, Minority

Legislative Assistant; Nick Palarino, Minority Senior

Investigator and Policy Advisor; Patrick Lyden, Minority

Parliamentarian and Member Servicesg Coordinator; Brian
McNicoll, Minority Communications Director; Ali Ahmad,

Minority Deputy Press Secretary; and John Ohly, Minority

Staff Assistant.
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Chairman WAXMAN. The Committee will please come to
order.

This morning’s hearing is about deceit and a siékening
betrayal of our mosf fundamental values, and I hope it is the
first step in fixing an intolerable fraud.

I think many Americans are beginning to understand the
incredible sacrifice our troops are making in Iraqg and
Afghanistan. Over 4,000 American soldiers have been killed.
Thousands more are coming home with terrible physical and
psychological injuries.

But few of us understénd that these deaths and injuries
often leave families with crippling financial burdens. We
assume that Government will pfovide the services, the
benefits and support that ouf soldiers earn through their
selfless sacrifice. Too often, that is an illusion, not a
reality.

Many charities are trying to provide the missing
support, and this is the time of year when families receive
all kinds of charitable solicitations in the mail, over the
phone and from people knocking on our doors, and nothing is
more compelling than a charity dedicated to helping our
troops and our veterans. -

Many of these groups do heroic work. We are fortunate
that one of these groups, TAPS, is with us today, and I want

to encourage the American people to be generous in supporting
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these charities.

But our Committee has learned that a disturbing number
of groups are raising millions of dollars in the name of
helping veterans but keeping most of the donations for
themselves. Instead of using the money to provide financial
assistance or help veterans obtain care, these groups énd the
professional fundraisers they employ blatantly line their own
pockets. They betray their donors and the troops who
desperately need help.

In some cases, these organizations spend as much as 90
percent of the donations they receive on fundraising
activities rather than helping veterans. In some cases, the
execﬁtives pay themselves over half a millioﬁ, $500,000, a-
year.
| In some cases, théy jump from State to State, trying to
stay one step ahead of State regulators. If Pennsylvania
catches thém using deceptive fundraising tactics, they close
up shop and start again in Iowa, and all the while they are
deceiving well intentioned donors and denying veterans the
help they need.

We are honored that Ed Edmundson, whose son, Eric, was
severely injured in Iraqg in 2005, is here to give us a
firsthand account of the challenges that families face, and
thank you for being here. To deal with Eric’s injuriés, Mr.

Edmundson quit his job and is devoting himself full time to




HGO347.000 PAGE 5

84
85
86
87
88
89
90
91
92
93
94
95
96
97
o8
99
100
101
102
103
104
105
106
’107

108

his son’s care.

I also welcome our other witnesses. Your testimony will
provide the Committee with a wide range of perspectives. I
know some of you did not want to be here today, but you
recognized your obligation to respond to our questions.

I want to say a few words about a witness who is not
here today. Roger Chapin has'a long history of establishing
veterans’ charities dating back to the Vietnam War.
Currently, he is operating a number of charities focused on
veterans from Iraq and Afghanistan.

There have been serious allegations against Mr. Chapin,
including allegations that he is paying.exorbitant saléries‘
to himself and his wife, using donations to pay for
questionable expenses such as new condos, shifting fuhds

among his various groups to skew reporting numbers and

"concealing millions of dollars in payments to for-profit

fundraising corporations.

Mr. Chapin not only refused to testify voluntarily
today, but he refused to allow his attorney to receive the
subpoena our Committee issuéd to him. For the last week, Mr.
Chapin has gone into hiding and evaded the best efforts of
the U.S. Marshals trying to serve him.

Mr. Chapin’s charities have raised over $98 million last
year, yet he refused to appear to answer questions about how

this money was spent. I suppose he figured if he could hide
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from the Marshal for a few days, he could avoid this hearing.

Mr. Chapin will not be here today, but he will be at a
second hearing that we afe going to call on January 17, 2008.
The Coﬁmittee is issuing a new subpoena for Mr. Chapin, and
we are sending it directly to the U.S. Marshals to serve Mr.
Chapin.

I ask unanimous consent that the Committee’s letter to
him be made part of the record and, without objection, that
will be the order.

[The referenced material follows:]
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Chairman WAXMAN. I want to thank Mr. Davis and his staff
for their cooperation in this investigation. This is a
genuine bipartisan investigation. They have been champions
of the interests of veterané, and this Committee is grateful
for their efforts.

I think all members today share my outrage as how our
veterans have been treated and how those who have donated
money to help them have begn betrayed. ’

I want to recognize Mr. Davis for an opening statement.

[Prepared statement of Chairman Waxman follows:]
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Mr. DAVIS OF VIRGINIA. Thank you, Mr. Cﬁairman, for
holding this hearing today as we continue to focus on issues
affecting the brave men and women who serve our Country.

We are joined in this mission by the American people.
Public support for our troops is overwhelming, and our fellow
citizens generously give their money, time and prayers.to-
those who defend our freedom.

Much of that support is channeled through private
charities. 'Today, we take the time to evaluate some of these
organizations and ask some appropriately tough questions.

We all want to believe that money donated to a charity
is used wisely. We put ouf faith in what we assume to be the
good faith of others, but charities do no£~always perfofm as
we hope. With some heartlessly capitalizing on broad public
support for veterans ﬁo engage in wasteful or even fraudulent
fundraising and management practices.

Today, we will hear testimony to'help guide us in
evaluating the efficiency, accountability and governance éf
éharitable organizations. We will hear from various watchdog
groups whose role is to oversee the éharitable community and
provide donors .-with the objective facts they need to make
informed decisions about where to best direct their
contributions.

Now, Congress has visited this issue before. In 2004, a

panel on the non-profit sector, convened at the impetus of
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the Senate Finance Committee, brought together a broad
cross-section of those involved in charities and foundations
for a thorough examination of non-profit governance,
transparency and ethical standards.

The panel’s conclusions emphasized that a vibrant
charitable sector must remain independent to be effective,
recogniiing that the First Amendment demands charities be

given wide latitude in the exercise of fundamental associated

freedoms, but the panel also found Government oversight and

regulation necessary to deter abuse, misfepresentation and
fraud.

We build on those important findings today because a new
generation of veterans and their familiés, suffering the
acute and latent traumas of modern warfare, are looking to
charities for help and they are looking to us to help them
know which organizations are really trying to help veterans
and which orgahizations are just helping-themselves.

There is no easy test, no magic ratio of program
expenditures to fundraising costs that automatically
distinguisﬁes good charities from bad ones. Some start-ups
for marginalized or unpopular causes may have to spend 50, 60
or 70 percent of their revenue on outreach, education and
fundraising for a while.

But charities that consistently spend up to 90 percent

gross donation revenue on overhead, with only a trickle of
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the remainder going for token program grants, just don’t pass
the smell test. Those charities are éoaking up funds meant
to help veterans, and badly managed or abusive operations
merit close scrutiny by local and State regulators, State and
Federal tax authorities and Congress.

Particularly during this holiday season with holiday joy
and sharing, Americans are unmatched in their generosity and
willingness to help those in need. We owe it to those
generous donors and the veterans they want to thank to make
sure charities operate as faithful and efficient stewards of
the money that they collect. Testimony by today’s witnesses
will help us do that important job.

Again, Mr. Chairman, thaﬁ you for convening this hearing
and your leadership on this iésue.

[Prepared statement of Mr. Davis of Virginia follows:]
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Chairman WAXMAN. Thank you very much, Mr. Davis.

I know many members have been active on this issue, and
I want to recognize any member who wishes to make an openihg
statement.

Let me see if anybody does. Mr. Tierney, no.

Ms. Watson, do you wish to make an opening statement.

Ms. WATSON. No, I will concede my time to you; Mr.
Chairman.

Chairman WAXMAN. Okay, thanks.

Mr. Shays, I know that you do.

Mr. SHAYS. Thank you, Mr. Chairman. I am eager to make
a statement, and I thank you for this hearing, a very

important hearing.

In 1625, sir, Francis Bacon proclaimed, ‘‘In charity,
fhere is no excess.’’ The American people certainly agree as
U.S. charitable giving in the United States reached a record
of almost $300 billion in 2006.

'~ Unfortunately, at today’s hearing, we will learn there
can be egregious excess of a different kind. Many
self-proclaimed charities are collecting funds on behalf of
our Nation’s valiant veterans only to devote a small amount
to actual services for veterans and their families. While
this is not a crime, it is an outrage we must correct.

As in past wars, the Global War on Terror has inépired

the American people to open their giving hearts to support
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returning soldiers. Since 2001, contributions to military
and veterans’ charities have increased by almost half a
billion dollars, totaling $2.48 billiqn in 2007. Implicit in
these generous donations is the assumption that most, if not
all, of the funds are going toward actually helping veterans.

Recent reports from five private sector charity
watchdogs have exposed many charities devote less 35 percent
of -the money they raise to actual veterans’ services. In one
particular case, the American Veterans Relief Foundation of
Santa Ana, California, raised $3.6 million of which only
$21,000 was ever directed to veterans’ grants and assistance.
That is less than 1 percent of the donations. |

And, as we will find out today, behind some of these

- charities are telemarketing and mass mailing businesses whose

contracts with charities allow them to keep up to 90 percent
of what is raised. While these practices may be technically
legal, they are clearly immoral.

I ém looking forward to hearing more about the state of
the veterans’ charities from two of our Country’s‘top charity
oversight groups, the Bettef Business Bureau’'s Wise Giving
Alliance and the American Institute for Philanthropy.

I recognize through continuous rulings, the Supreme
Court has limited executive and legislative power to regulate
charitable giving and that much of the existing oversight

power lies at the State level. I look forward to hearing
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from the Bureau of Charitable Organizations’ representative
from the State of Pennsylvania as Pennsylvania has done some
of the most aggressive charity oversight in the Nation. We
need to encourage more States to do what Pennsylvania is
doing.

At the Federal level, we should examine whether the
Internal Revenue Service, IRS, or the Federal Trade
Commission, FTC, should do more and what laws can be changed
to stop this outrage.

Thank you, Mr. Chairman.

[Prepared statement of Mr. Shays follows:]

*****%**** COMMITTEE INSERT #**x*%xk%xk%*
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Chairman WAXMAN. Thank you very'much, Mr. Shays.

Does any other member wish to make an opening statement?

Mr. Issa.

Mr. ISSA. Thank you, Mr. Chairman, and I will be brief.

I appreciate the fact that you are holding this very
bipartisan Committee hearing at this time of year. As many
of us are cbntemplating a donation to charitable
organizations, it is impor;ant to ensure we can give with
confidence and that our contributions will help someone in
need.

In preparation for today’s hearing, I, perhaps like

other members, had to scrutinize the list of charities that

will be discussed today against those I had given. Even

thdugh we do endeavor to look and to get to the bottom of
what the ratio of contributions to overhead to recipients
receiving are, it is certaiﬁly poséible for any‘of us to find
ourselves giving to a charity that is less than reputable.

Although I hope that we will not look into legitimate
costs of fundraising because often a direct mail campaign,
Whiéh can be quite éxpensive, does two things: it raises
money for a cause and it also educates.

It is clear that today the examples that we will see do
not fall into that category. They fall into the category of
what I would call profiteering, profiteering by those who use

the name of a soldier or a cause in order to justify
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fundraising that ultimately leads to profits'for individuals
who may or may not be veterans, may or may not have any need,
may simply be good at fundraising.

I join with my colleagues on both sides of the aisle,
saying that although we have limited jurisdiction, it is
clear that on half a billion dollars of tax—deductible‘
donations, we certainly give a great deal of what one might
call matching funds. i have no objections to that tax
deductibility, but it is very clear that if we can help
educate the consumer to give more wisely, ‘then the dollars of
tax deductibility that the Federal Government effectively
matches with the donor wili be better spent.

. ThereforeJ I appreciate your holding this hearing and -
hope that we all view that it is not only the individual’s
money that is being séuandered but the matching
tax-deductible portion, thus Federal taxpayers’ dollars that
are going into the hénds, at times, of profiteers.

With that, I yield back.

[Prepared statement of Mr. Issa follows:]
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Chairman WAXMAN. Thank you, Mr. Issa.

Any other member wish to make an opening statement?

Yes, the gentlelady from D.C.

Ms. NORTON. I appreciate this hearing, particularly the
timing of this hearing, Mr. Chairman, bécause it is the end
of the year when even people of‘modest income, like members
of Congress, give end of the year contributions.

I would wager that as the American people sit down and

see our frustration in trying to bring the troops home, one

of the things that might trump all the charitable giving
might be anything that looks like it would help or give to

the military or, for that matter, Mr. Chairman, to their

families.

I think we have to understand who the military is. The
military is under the exclusive direction of the United
States Government, but they can become a market, and we have
an obligationlto see that they are not simply a market.

Even for Federal employees, the Combined Federal
Campaign provides you with a book. You go through that book,
and»frankl? I take the time to go through the book because
there is an enormous difference in the amount spent that goes
directly to the charity. So, if you quickly go through it,
you can eliminate many charities simply by saying, do I

really want to give that much to their overhead or to

wherever they put it.
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I think we owe our military at least that much, set some
standards and the way to find dut what kind of standards to
set is to have precisely the kind of hearing that ydu are
having, Mr. Chairmén, this morning, and I thank you for it.

[Prepared statement of Ms. Norton follows:]
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Chairman WAXMAN. Thank you.

Any other member wish to make an opening statement?

Mr. Shays.

Mr. SHAYS. Thank you, Mr. Chairman.

I would like to put on the record you caught my
attention when you mentioned Phil Chapin from Darieﬁ. That
is the very center of my district and where I grew up. I
just called up my staff because I want to make sure this man
has not contributed to my campaign and want to put on the
record he hasn’t, but there is also another individual
connected, Phil Craft, as well, though who has not
contributed to my cémpaign.

I also would like to put on the record a letter we wrote

~on May 2nd, 2006. Mayor Koch had alerted me to the fact that

there was a quote that they had used of mine in 1988 that
they were using, and we wrote them in 2006 and said, don’'t
use that qﬁote. They were using a quote of Mayor Koch’s, and
they were also using a quote from the Attorney General of the
State of Connecticut, Dick Blumenthal. So I would like to
put that on. the record if I might.

Chairman WAXMAN. Without objection, we will receive that
for the record and to protect Mr. Phil Chapin, I want to
indicate it is Roger Chapin.

Mr. SHAYS. It is Roger Chapin and Phil Craft, yeé. Thank

you.
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Chairman WAXMAN. Any other statements?

If not, we will proceed to the witnesses.

I want to welcome today Mr. Edmundson, Ed Edmundson, who
is the father of the wounded veteran that I mentioned

earlier, and Ms. Tracy L. McCurdy, Director of the Bureau of

Charitable Organizations for the Commonwealth of

Pennsylvania. Senator Chuck Grassley will join us when he is
able to complete the vote on the Senate floor, but he is
anxious to participate and give us the benefit of his work on
this area.

Mr. Edmundson, why don’t we start with you? Thank you
again for being here. |

_Oh, let me indicate the rules ef the Committee do
require all witnesses to teStif& under eath. -Se if both of
you would please stand aﬁd raise your right hand, I would
appreciate it. |

[Witnesses sworn.]

Chairman WAXMAN. Let me indicate for the record that the
witnesses answered in the affirﬁative.

Your prepared statement will be in the recora in its
entirety.

We would like to ask you, if you eould, to keep as close
as you can to the five minutes. We will have a clock that
willlbe running. It will be green. It will turn yellow when

there is one minute left. It will turn red when the five
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minutes is up. If you still need a iittle'bit more time,
just go ahead, don’t worry about it, but we woﬁld like to try
to keep it in the five minute period.

Mr. Edmundson, there is a button on the base of the mic.
Be sure it is pressed in and pull it close enough to you that»

we can hear.
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STATEMENTS OF EDGAR EDMUNDSON, FATHER OF SERGEANT ERIC
EDMUNDSON, A WOUNDED VETERAN; TRACY L. MCCURDY, DIRECTOR,
BUREAU OF CHARITABLE ORGANIZATIONS FOR THE COMMONWEALTH OF

PENNSYLVANIA

STATEMENT OF EDGAR EDMUNDSON

Mr. EDMUNDSON. Mr. Chairman, Committee members, a
heartfelt thank you for allowing me to appear before you and
participate in this discussion.

- My name is Edgar Edmundson. I am hefe today, speaking
for all of Eric’s family in regards to our experiences with
our soldier, Sergeant-Eric Edmundson, U.S. Army Retired after
seven years of service. .

Today, I will be telling you aboﬁt-my son and his
injuries along with the many issues and obstacles that he and
the family have confronted and overcome. I will also share
with you the utilization of non—profit organizations and
their role in my son’s rehabilitative outcome.

‘My son, Sergeant Eric Edmundson, was a CaValry Scout
with the 4th Squadron, 14th Cavalry based out of Fort
Wainwright Air Base, Alaska. He was assigned to be the

company commander’s driver. This is a position that he took
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very seriously and pushed forward to excel in. He took pride
with having the finest running, best driven vehicle in the
company .

On October 2nd, 2005, near the Syrian border along the
Tigris River in northern Iraq, my son was driving the command
vehicle, a Stryker. While advancing through a dry river bed
to support another disabled vehicle, an insurgent detonated

an improved explosive device, better known in .this war on

terror as an IED, which detonated directly behind my son’s

seat. At that instant, my son’s life and the lives of his
family changed forever.

Eric, having suffered severe blast and shrapnel injuries

as well as a moderate traumatic brain injury or TBI, was

airlifted to Baghdad where he underwent a number of

surgefies. He was then moved to Ballad to await exit to

Germany. While there, the doctors were performing a surgical

procedure, and my son suffered a cardiac arrest.

We were told it took a great deal of time to bring him
back, and now he suffers from an anoxic brain injury or ABI.
This condition is from a lack of oxygen to the brain. After
two days in Germany, Eric was transferred to Walter Reed
Medical Center in Washington, D.C.

We knew that Eric would be facing challenges that we

would never have dreamt possible. We knew our son. We knew

he needed us.
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Because of his anoxic brain injury, he was left with
cognitive and memory issues, suffers from muscle contractures
and toning that plague him. A Baclofen pump was plaéed in
his abdomen in January, 2007, to aid him in controlling the
contractures. |

It became apparent early in Eric’s recovery that he
would need a caregiver-advocate to Watch out for his well
being. At that time, my wife and I made the decision to
resign my position at work in order to be with Eric.

Non-profit organizations became an answer to our
prayers. As I stated earlier, I resigned my position to be
available for Eric and his needs. That resignation came at
the cost of my income, retirenent, insurance and our previous
way of life. It was a decision that we made as a family, and
we do not regret it.

Non-profit organizations helped f£ill the gap in what we
lost financially. They also relieved extreme stressors. We
needed to devote so much of our time to Eric’s needs, dealing
with how to get our financial obligations met was difficult
and an additional stress.

We feel very strongly that Eric’s recovery and
rehabilitative outcomes would have been differenﬁ had it not
been for the support we received from non-profit
organizations. Eric needed his family close by. He needed

the reassurance of someone was going to be there for him and
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aid him in going through this journey of reéovery.

Per our conversations with non-profit.organizations,
they recognized the need. They see themselves as being able
to meet needs.

Most have some connection with the military and
understand how slow the Government:takes to address issues,
but in the meantime real life continues to tick along. It is
our experience that they connect quigkly and efficiently.

It may not seem like much, but even simple little things
like meals, lodging for extended family, laptop computers to
cell phones are critical when dealing wiﬁh the recovery of a
wounded soldier. These 1ittle.incidentals are so imperative
to a.soldier and his family’s recovery becauée they allow
them to stay connected to thé world.
| I have listed only a few Ways in which non-profits have’
come to our aid. I am certain there are many more.

Saluté, Incorporated out of Chicago, Illinois, Wounded
Warrior Project out of Florida; Hope for the Warriors out of
Jacksonville, North Carolina; and the Semper Fi Fund are just
a few examples of fine organizations that have kept true to
their mfssion.

What is important at this time is that non-profits be
utilized to‘their full potential.

I would hate to think what Eric and his family would

have experienced throughout these last two years without the
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non-profits by our side. We made the commitment to be there
for our son, and that commitment would{have been met no
matter what. With the help of non-profits, we have been able
to be there for Eric.

Eric was a good soldier. He honored himself, his
family, his community and his Country. We owe it to him and
the thousands of other soldiers that honor themselves and us
all to provide the best available care to enable them to
return to the life they fought so hard to defend.

I am concerned, the negative effect that the few

. self-serving non-profits will have on the ability.of the

legitimate non-profits to obtain funding from the general
public: It would be an unfortunate turn of events if the
service they provide is not available. As I have shared, the

service they provide is immediate and personalized to the

‘needs of the soldiers and their families. I believe that

measures need to be implemented to ensure the availability of
non-profits and their services.

It is my sincere hope that by sharing our story, you
will have a glimpse into wh? we need to continue to support
the non-profit agencies and the service they provide.

Thank you for allowing me to share our story with you
today. I am open for any questions.

[Prepared statement of Mr. Edmundson follows:]
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Chairman WAXMAN. Thank you very ﬁuch, Mr. Edmundéon, for
being here and for that presentation to our Committee in
helping us understand more about the issue that we are
dealing with today.

I am going to have some questions, others will as well.
But we want to hear from Ms. McCurdy, and then we will ask
both of you, questions. |

Ms. McCurdy.
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STATEMENT OF TRACY L. MCCURDY

Ms. MCCURDY. Thank you. I must first just say thank you
to Mr. Edmundson and also what a moving story.

Good morning, Chairman Waxman and distinguished members
of the Committee on Oversight and Reform. On behalf of the
Pennsylvania Governor Edward G. Rendell and Secretary of the
Commonwealth, Pedro A. Cortes, I thank you for the
opportunity to be present before you today and for your
leadership on this important issue.

My name is Tracy McCurdy, and I am the Director for ‘the

Pennsylvania Department of State’s Bureau of Charitable

Organizations.
In Pennsylvania, the charitable solicitation law
requires charities, professional solicitors and professional

fundraising counsels'that are eoliciting charitable
contributions in Pennsylvania to be registered with the
Department unless otherwise excluded or exempt. By way of an
example, an exempt organization would be one that raises less
than $25,000 in éross annual contributions. Unless they pay
someone to solicit, then they would have to be registered.
The Department currently maintains registration and
financial information for more than 10,000 charities and 400

professional solicitors and fundraising counsel soliciting
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charitable contributions in Pennsylvania. Included among
those registered organizations are veterans groups.

The Secretary of the Commonwealth annually prepares a
report on the number of registered charities, the number of
charities ordered to cease and desist solicitation, the
number of charities contracting with professional solicitors
and the compensation of professional solicitors for each |

solicitation campaign in relation to the funds raised and

administrative costs. A copy of the report is available on

our web site, and I do believe I made oné available for you
today.

Relevant to the Committee’s discussion is the portion of
this vear’s annual report that highlights the average amounts
paid by charitable organizations to professional solicitors.
Although there is no legal standard defining the permissible
amount of fundraising costs, it is generally acknowledged
that, on average, charitable organizations should spend no
more than 33 a third percent of its contributions on the
costs to raise those contributions.

Based ﬁpon campaign financial reports submitted by
professional solicitors in Pennsylvania, the annual report
details that 88 percent of the charities, on whoseibehalf
campaign financial reports were submitted, paid highe; than

the standard, with 54 percent of them actually paying more

thari double the standard. Given this data, the Pennsylvania
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Department of State is keenly aware of the issue of high
fundraising costs being paid by.charitable organizations that
use the services of professional solicitors.

I heard some discussion earlier from the opening
statements that there is concern when it is 90 percent or
more. We have found some of the contracts actually allow for
more than 100 percent of the money to go to the professional
solicitors. So that is, of course, a big concern.

In addition to registration and annual reporting duties,
the Act gives the Department the power to investigate
allegations of wrongdoing by organizations soliciting
contributions in Pennsylvania..

Generally, as a question'rises involving fundraising
issues, the Department, through its Bureau’s investigation
and audit divisions, assiduously investigates the following
matters: unregistered activity by both professionals and
charities, failing to file contracts, failing to file
campaign financial reports, failing to provide required
disclosures, making false and/or misleading statements in.
solicitatién} making false or misleading statements in

reports filed with the Bureau and fraudulent transactions

involving charitable donations for personal use.

Please note, however, that based upon current Supreme
Court case law, high fundraising costs alone do not establish

fraud. As a result, the Department cannot pursue an
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investigation solely on the basis of high fundraising costs.

What. the Department can and does do is engage in public
awareness efforts to promote informed charitable giving. The
Department uses a variety of outreach tools to educate
consumers about making smart donation decisions. Available
on our web site is a wealth of consumer information,
including tips for charitable giving as well as information
about deaiing with professional solicitors.

In addition, Department. staff routinely participates in
senior expos, consumer fairs and other educational forums.
Consumers are encouraged to call the Department’s Bureau to
learn more information or to file a complaint about a
charity, a professional solicitor or a fundréising counsel -

The most important tip that the Department routinely
oonveys to consumers is to ask questions. I tell them,
question everything. If consumers are not happy with the
answer, théy should not give to that group. There are many
other worthy organizations in need of charitable
contributions.

The question, I believe, that is really before us today
is how can we help to ensure that Americans’ contributions to
veterans’ causes are being responsibly used. In response to
that question, we offer three recommendations:

Increase efforts in public outreach and education.

Consumers, again, need to be educated to ask questions, to
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ask for information about the charity. Specifically, how
does it spend its money and, most importantly, how does it
spend its money on its charitable‘purpose and programs versus
fundraising and administrative costs?

Second, require increased oral and written disclbsures
at the point of solicitation. Professional fundraisers
should be required to tell potential donors that a portion of
the contributions will be used to pay for the cost to raise
the money. The disclosure should also include the minimum
amount of contributions guaranteed to be retained by the
charity as it was provided in the contract submitted to the
State in which the solicitation is occﬁrring. |

Disclosure of charitable finances, fundraising expenses,
administrative costs, efficiencies and successful mission

outcomes to the public will provide the kind of

- accountability and transparency of charities that increases

knowledgeable giving.
Finally, increase Federal oversight. I throw out
Federal Trade Commission, but whatever organization or

Federal agency would be deemed to be appropriate would be

helpful.
Professional fundraisers should be required to submit,
just as charities do, an annual report disclosing their

activities. They should detail the charities for whom

campaigns were conducted, the amount of contributions
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received in each campaign, the actual expenses of each
campaign and the amount of contributions actually received by
the charity. |

Sort of related to all of these issues is the issue of
the internet. There has been an explésion of the internet.
Of course, as we all know, solicitations are occurring and
very difficult to regulate at the State level unless we can
demonstrate that our State residents are being targeted. If
there could be some sort of more Federal oversight or
required more disclosures on the internet, that, we believe,
would be helpful.

In conclusion, the majority of charities are honest and

provide valuable services for many of the most needy and

vulnerable in our society, including our veterans. The

Department encourages the public to provide donations to

charitable causes.

The key message that consumers should remember frpm this
testimony is that whenever they wish to donate to a
charitable organization, they should become informed about
the charity’s operations by doing some homework. 'More
specifically, they should research the charity to determine
if the majority of the money raised is going to its
charitable purposes.

'Once again, Governor Rendell and Secretary of State

Cortes thank you for providing me the opportunity to appear
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before you today. I welcome any questions that you have at
this time. Thank you.

[Prepared statement of Ms. McCurdy follows:]

kkkkkkkhkhkkx TNSERT ***kkkkkkx%x




HGO347.000 PAGE 36

675
676
677
678
679
680
681
682
.683
684
685

686

687

688

689

690

691

692

693

. 694

695

696

697

698

699

Chairman WAXMAN. Thank you very much, Mé. McCurdy.

Mr. Edmundson, I was very moved by your situation, what
you said about your son and what you have gone through, but I
also was angry about it for two reasons.

One, we sent him to Iraq, and I think most Americans
would think that the Federal Government is going to take care
of all his medical needs and all the services he may need as
a result of the injuries he suffered in fighting that war on
behalf of the American people.

Secondly, since that is not happening, I am angry at the
idea that some of these groups are not providing the care
that they promised that théy were going to provide to the
veterans and what they promised they were4going to provide to
the veterans. So it is hard not to be with mixed emotions in
hearing what you had ﬁo say.

Did you think when Eric went off to war that if
something happened tb him, the.U.S. vaernment, the military
was going to take care of him?
| Mr. EDMUNDSON. Mr. Chairman, when Eric went to war, we
had no idea, as parents, when Eric wés injured so severely
and when he came home that we would have to go through as a
family what we did in order for Eric to receive the care that
he received.

I said many times before. I spoke with my son just

before, a couple days before he was injured, and we could
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tell by his demeanor that he was proceeding to do something
dangerous and mentioned to him to just stay safe, keep your
head downf' He mentioned to me and his mother to just relax,
that if something happened, that the Army would take car of
him.

Chairman WAXMAN. Instead, he was hurt, and then you
found out that there is a maze that he had to go through and

there was no one to guide him. You even quit .your job just

to be his care coordinator. You made a tremendous sacrifice

for your son, and I am sure, in fact I know, it has had a
very positive impact on his case.

But a lot of injured veterans don’t have personal

advocates like you or their family members can’t quit their

jobs and move across the Country to battle the Government

bureauéracy.
What would you say are our greatest unfilled needs for
veterans who are returning home with severe injuries?

Mr. EDMUNDSON. -We feel that one of the most important
things that we have had to deal with is Eric and many
families of severely injured soldiers, they are in desperate
needs of options, options for the medical rehabilitative care
of their soldier, options to stay home and take care of their
soldief, such as myself. I had to give up my livelihood in
order to stay home and take care of‘my soldier.

We feel that it should be an option for a parent, a
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support group, a spouse or whatever, if they so choose, to
stay home and take care of theii soldier because they know
what is best. They can take care. They know their soldier
best, but they needlto have the option for caregiver support
and maybe insurance to stay home, so they don’t have to
totally give it.

Myself, I have been uninsured for two years. WE, as a
family, don’t complain because we feel very fortunate our
soldier is home. There are 4,000 families that don’t have
their soldiers home.

Chairman WAXMAN. There are charitable groups. There are
non-profit groups that raise money to help_veterans. You
have said to us very clearly ﬁhat many of them have done
terrific work for Eric and have been very helpful to you and
your family.

Based on your experience, what was the most valuable
type of help you received from these veterans’ groups?

Mr. EDMUNDSON. The most valuable help that we received
is they have enabled through financial contributions to us.

They have enabled me to stay home and be Eric’s 24-7

caregiver.
They have enabled me to stay for seven months in Chicago
with Eric while he was going through rehabilitation at the

Rehabilitation Institute in Chicago. It was very expensive

to stay there. I was under orders with Eric, but I had to,
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such as when I first arrived in Chicago, it cost me roughly
$1,900 for my apartment in Chicago.

I had to pay that $1,900 up front and then wait to be
reimbursed from the DOD for that. It, initially, was a
tremendous outléy for us and created a burden.

But non-profits enabled us to stay communicated and
connected with the family. They enabled the family with air
tickets to come up and give Eric and I, support, and enabled
me too. It was a morale support for me to be able to stay
there and deal with the issues that Eric was having to go
through.

Eric’s outcome; my son’s outcome would be drastically
différent if it were not for non-profit orgaﬁizations.

Chairman WAXMAN. Thank you.

You are emphasizing how important it is to help these
non-profits. Of course, we are also looking the kind of
chicanery ﬁhat some of these non-profits are using by not
providing the benefits and not actually using the funds they
raise for veterans.

If memberé will permit, I just want to read an e-mail
that I received from Senator Bob Dole, a great American who
served our Country, suffered injuries in World War II, and
headed é panel looking at veterans’ health care.

He said to me, thank you for holding hearings and

considering veterans’ charities. The timing is excellent
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since some of the groups unfairly and perhaps unlawfully
raise a great deal of money during the holiday season.

We cannot do enough for America’s deserving veterans
and, while many of the groups do a good job, a great many are
parasites who take the money and keep all or most of it. I
cannot imagine anyone or any group stooping so low to enrich
themselves by exploiting veterans’ misery.

The Committee hearing will‘serve many useful purposes by
exposing the downright fraud used by some and the good other
groups do. The winner will be deserving veterans and their
families.

I thank former Senator and former Majority Leadef Bob
Dole for that message that is an important one for all of us.

Mr. Davis, I Want‘to recognize you.

Mr. DAVIS OF .VIRGINIA. Well, thank you very much.

Let me thank the panelists for being with us today and
sharing your story.

Mr. Edmundson, in your written statement, you related
that non-profit organizations became an answer to your
prayer. What specific need did the charities meet that the
Department of Defense and the Department of Veterans Affairs
couldn’t do?

Mr.VEDMUNDSON. I am sorry, sir.

Mr. DAVIS OF VIRGINIA. What did the charities step

forward and do that the Defense Department ‘and the Veterans
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Affairs Department didn’t do?

Mr. EDMUNDSON. Non-profit organizations have the ability
to, as I mentioned in my statement, they have the ability to
meet immediate needs of the families.

Mr. DAVIS OF VIRGINIA. It is not bureaucratic?

Mr. EDMUNDSON. Yes, sir.

Eric was injured two years ago back when before the
Walter Reed incident broke, and we were having to deal with a
huge amount of'bureaucracy, and one of the issues was that
you couldn’t get a direct answer from a person. It was like
the left side didn’t know what .the fight side was doing, that
kind of thing, and we were having to Wait and deal with
bureaﬁcracy. We were having to deai with hundreds of
é—mails, phone calls,vadvocatiné to get Eric Whét he needed.

In the interim time,.non—profit organizations were able
to come thréugh and aid us in getting support to Eric.

Mr. DAVIS OF VIRGINIA. They got back quicker and more
personal, those kinds of things? |

Mr. EDMUNDSON. Yes, sir.

Mr. DAVIS OF VIRGINIA. Ms. McCurdy, what staﬁdards does
Pennsylvania use when deciding to allow a charity to register
in Pennsylvania?

Ms. MCCURDY. I am sorry.

’Mr. DAVIS OF VIRGINIA. What are the standards that

Pennsylvania uses when you allow a charity to register in
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Pennsylvania?
Ms. MCCURDY. Well, the actual process of registration is

more of an administerial function, if the forms are filled

out completely and, as best‘as we can tell at that, function
correctly.

It is more if we have reason to believe that there is
something gbing on that is improper by that charity. If they
are not reportingveverythiqg accurately, we have an
investigative and audit division that will then take over and
look at the matter.

Mr. DAVIS OF VIRGINIA. They file annual reports
basically. |
| Ms. MCCURﬁY. Yes.

Mr. DAVIS OF VIRGINIA. They are supposed to, if you -look
at these reports, talk about how much is used for fundraising
and how much overhead and how much.goes to the actual
recipients. |

Ms. MCCURDY. Yes. In Pennsylvania, we have a
registration statement which asks about 25 different
queétions just moré ébout what their general activities were.

One of our filing requirements is the IRS Form 990. If
you are familiar with that form, it is the reporting form by

charitable organizations that gets to all of those things
that you mentioned. Then depending upon their threshold

amounts in contributions, we also require financial




HGO347.000 PAGE 43

850
851
852
853
854
855
856
857
.858
859
860
861
862
863
864
865
866
867

868

. 869

870

871

872

873

874

statements which may need to be audited.

Mr. DAVIS OF VIRGINIA. You probably have something that
would trigger an audit if the numbers don’t reach a certain
level or look a little funny?

Ms. MCCURDY. Not necessarily if they don’t reach a
certain level but if we are questioning how those numbérs-
have been reported, that would trigger us 1odking at that.

Mr. DAVIS OF VIRGINIA. How many auditors do you have
that can look at that?

Ms. MCCURDY. We have a staff of four auditors.

Mr. DAVIS OF VIRGINIA. How many charities do you have
registered in the State? |

- Ms. MCCURDY. We have information on ﬁore 10,000
charities in Pennsylvania right now.

Mr. DAVIS OF VIRGINIA. Wow.

Ms. MCCURDY. But we believe there are more out there,
and we have been engégihg in a.huge effort to bring as many
of them into compliance as possible.

Mr. DAVIS OF VIRGINIA. What statute does Pennsylvania
have that might prevent a solicitor from engaging in
fraudulent activities including obtaining money based on a
false pretense, representation or promise?

Ms. MCCURDY. Well, I think we have several available
generally. The only one that falls under my jurisdiction

would be the Solicitation of Funds for charitable Purposes
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Act. That is found in Title X of the Pennsylvania statutes.
It starts at Section 162.1.

The attorney general, which also has jurisdiction over
that law, certainly has other avenues available under the
consumer protection laws, but we have some specific
prohibited acts that are identified in our law.

Mr. DAVIS OF VIRGINIA. Have there been successful
prosecutions under those laws?

Ms. MCCURDY. Absolutely. I was a prosecuting attorney
for the last almost five years before I became the director,
and we have been very aggressive in our pursuit.

Mr. DAVIS OF VIRGINIA. Would higher penalties in these

areas, including jail time, be appropriate in your opinion?

Ms. MCCURDY. Well, and I should say we have been working
with the local criminal authorities on pursuing criminal
matters as opposed to just pursuing them at the
administrative'level.

I don’t think it is necessarily higher money is going to
get the job done. It is going to be criminal prosecution.

And then it is also just going to be, and someone
mentioned. I think Chairman Waxman mentioned earlier that we
have the problem where we have people in Pennsylvania. We
get them out of Pennsylvania, and then they go somewhere

else, and that is unfortunate. But at the State level, all T

can do is to work to get them out of Pennsylvania if they
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deserve it, and we have done that.

Mr. DAVIS OF VIRGINIA. I guess the last question is
maybe federally there ought to be some Federal law or
something that looké at this. It always on our side to start
some new regulatory agency, but seeing some of the outrageous
actions that are brought to our attention today, i think it
may be merited.

We appreciate the example that Pennsylvania is setting
and, Ms. McCurdy, we appreciate your testimony. Thank you.

Ms. MCCURDY. Thank you.

Chairman WAXMAN. Thank you, Mr. Davis.

We.are being called to the House floor. We do have five
minutes, Ms. Watson, if you wént to take it now.

Ms. WATSON. Yes, let me go real quickly and thank Mr.
Edmundson. Your testimony was very moving.

This Committee has been investigating Mr. Chapin and his
charities, énd we are concerned that he may not be using the
money he raises in an appropriate manner. I would like to
ask some questions.

My undérstanding is that after your son, Eric, was
injured, your family sought assistance from a number of
veterans’ groups and that Mr. Chapin’s group, thé Coalition
to Salute America’s Heroes, is one of the organizations that
provided assistance. Is that right, Mr. Edmundson?

Mr. EDMUNDSON.  That is correct.
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Ms. WATSON. Can you tell us what Mr. Chapin’s group
provided to you?

Mr. EDMUNDSON. Shortly after Eric was first injured,
like I said, he was based at Fort Wainwright, Fairbanks,
Alaska, and ended up receiving medical care at Walter Reed.
Shortly after he arrived at Walter Reed, his wife and
daughter came down from Fairbanks, Alaska, and stayed with
him at Walter Reed for the three months he was there.

That organization aided Eric and his wife in taking care
of some of their financial obligations back in Alaska, which
took‘a great'burden off of them at that time and allowed his
wife and his daughtér to stay with him there.

.Ms. WATSON. We are concerned that Mr. Cﬁapin and some -
other people who operate these veterans’ charities are
keeping too much of the donations they received for
themselves and not giving enough to soldiers and their
families. -For example, we understand that Mr. Chapin paid
himself and his wife more than $500,000 last year in salaries
and benefits.

In your opinion, Mr. Edmundson, do you think it is
appropriate to make a half a million dollar salary in one
year while running veterans’ charities? What is your opinion
on that?

Mr. EDMUNDSON. I don’t think that is appropriaté.

My son as well as the other thousands of injured
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soldiers from this war or any other war, they are not a
commodity. Organizations come to us and offer their
assistance. We gladly welcome them to aid us in our quest to
get Eric the care that he needs and help us maintain so that
we can help and be with him.

But I don’t think it is right that you can use these
soldiers as commodities to raise funds and, as an
organization, to say that you are raising funds to aid all of
the thousands of soldiers and receive charitable
contributions from the public and then turn around and give a
small percentage of that to what you are saying you are going
to do with those contributions. |

Ms. WATSON. Let me just comment that we understand that
Mr. Chapin’s group raised over $98 million through donations

that he solicited from people who thought they were helping

" people like your son, Eric. But according to his IRS

filings, his group spent only 30 percent oﬁ those funds to
help other veterans, and he used the rest of the donations to
pay for for—profit fundraising corporations to raise even
more money for his groups. |

For example, he paid one of those for-profit
organizations--it is calied American Target Advertising--$3.5
million last year alone, $3.5 million. Think of how it would
help Eric and other families like yoﬁrs.

I don’t think you know that less than a third of every
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dollar donated to Mr. Chapin’s groups actually goes to help
directly the injured veterans.
| So we asked Mr. Chapin to come into the hearing today to

explain these actions, but he refused. In fact, the
Committee issued a subpoena. I don't-know how you can refuse
receiving a subpoena unless nobody is ever there to receive
it, but they evaded the Federal Marshals who were trying to
serve the subpoena. That behavior alone speaks greatly to me
and should speak greatly to you.

Let me ask you this.

Chairman WAXMAN. Ms. Watson, your time is up.

Let me indicate to-YOu4that we afe not going to accept

his evasion of service and unwillingness to be here.

Ms. WATSON. Yes. Thank you.

Chairman WAXMAN. We are going to have another hearing,
and we are going to get that subpoena issued to him and
demand that he come before us.

Ms. WATSON. Yes. Thank you so much.

Thank you,}Mr. Edmundson, énd may God bless you and
yours. ‘

Chairman WAXMAN. We are going to break now because theré
are four votes on the House floor. It will probably take us
at least a half-hour. So let’s plan to recohvene at 11:30.

'The Committee stands in recess.

[Recess.]
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Chairman WAXMAN. The meeting Of'the Committee will
please come back to order.

We were questioning Mr. Edmundson and Ms. McCurdy, and I
want to recognize Mr. Shayé to proceed with questionihg.

I wonder if somebody can close the door in the back, so
we can avoid the noise coming in the chambers.

Mr. SHAYS. Thank you very much, Mr. Chairman.

Mr. Edmundson, thank you for comirg.

Ms. McCurdy, thank you as well. Thank you for what your
Government is doing.

There are so many elements to this. There is the

element that the Chairman raised just about what is our

Country doing for our veterans irrespective of the charity

groups.

Then there is the acknowledgmént that Americans want to
assist, want to provide help and give to charities because
they want the charities also to be able to add value-added.
It should be not to do the basics. It should be for those
extra things that can make life a little more tolerable for
the'veteran and his.or her family.

I got introduced to this issue a few years ago when we
had another charity. Actually, it was for campaigns.

It was Americans for Bush and Americans for Dole, and
each of them raised aboﬁt $10 million. It was the same

outfit that raised it for both. They gave $5,000 to George
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Bush and $5,000 to Senator Dole, and they keﬁt the rest.

Really, what it was is it was a fundraising phone bank
operation. So they just kept increasing their lists, but
then they had lists to sell and so on. They had money to pay
all their employees, and the people who ran it did well.

In this AIP, which is not a pamphlet I am too familiar
with, American Institute of Philanthropy, I think, Mr.
Chairmén, your hearing has raised an amazing opportunity for
us to do some good. I was looking at some of these-
charities, and some score very well, frankly.

Abortion and family planning, As and Bs and Cs; African
American fundraising, As aﬁd Bs; AIDS, As and B pluses;
American Indians, a lot of Fs, Cs and'Ds;.cancer, a lot of
Fg, amazing number of Fs; blind and visually impaired, a lot
of As and Bs, and we Qo down.

Then when they get to international.relief, a lot of As
and Bs. Save the Children in my district is an A. Other
organizations, I am pretty impressed with.

Then you get to criminal justice issues, and we are back
down to Cs and Ds. Anyway, lots of 6pportunity to look at
this issue.

But we ended up with a challenge with the Supreme court
when we wanted to 1ook‘atbthe constitutionality of putting a
little bit more requirements on the fundraising done for

Americans for Bush and Dole.
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Ms. McCurdy, maybe you could tell me what challenges you
think exist when we deal with the Constitution on the Federal
level and why are the States able to do it a little better
than we are?

Ms. MCCURDY. First of all, you pointed out the challenge
from the perspective of the United States Supreme.Court, and

that is the First Amendment, and that is routinely what is

‘thrown out there as an impediment sometimes for us to be able

to do .some further regulation because the professionals enjoy

the same protection as the charities of fhe person when they
are raising money for the charities.

Mr. SHAYS. It is a freedom of speech issue, basically.

Ms. MCCURDY. Yes. |

Mr. SHAYS. They can say what they want and do what they
want. -

Ms. MCCURDY. That is what it would appear although that
is not entirely true.

Mr. SHAYS. So why do the States have a little easier
time or how do the States deal with this issue?

Ms. MéCURDY. First of all, I don’'t believe that there is
any Federal agency charged with oversight of the sector other
than the Internal Revenue Service which what they do is just
focus really in on the reporting issues, on how the documents

are being reported and their activities are being reported to

the Internal Revenue Sexrvice.
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I am not aware of any Federal agency that enjoys the
power to regulate the sector asiat the State level.

Mr. SHAYS. So one issue is that we should be lobking to
see if, for instancé, the Federal Trade Commission or the
Internal Revenue Service should be empowered to have more
oversight potentially or some oversight?

Ms. MCCURDY. ‘If there is that ability. I know with the
proposed new Form 990, thé Internal Revenue Seirvice is
looking at some governance issues.

Mr. SHAYS. Explain again what you do that is so much
better than what other States do?. What are the things that
you do?

Ms. MCCURDY. We do-enjoy'the luxury, I guess; of having

a dedicated staff of investigators and auditors who are

‘devoted to this issue, solely.

Mr. SHAYS. So you are allowed to. audit them.
Ms. MCCURDY. Yes.

Mr. SHAYS. And that opens up opportunities.
Ms. MCCURDY. Yes.

Mr. SHAYS. You are allowed to publicize what they do,

and that probably is helpful.

Ms. MCCURDY. Actually, we are directed to publicize what
they do.
Mr. SHAYS. But what would constitute an illegal act in

your State versus another State?
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Ms. MCCURDY. Well, I don’t know that I can say, make the
distinction, but I can talk about what would be in my State,
an illegal act.

Mr. SHAYS. Your State does it better than others. I am
just trying to understand what do you do. Is it juét the
people and just the energy or do you have certain laws that
give you opportunities?

Ms. MCCURDY. I don’t believe that our law is really that
must different from other States’ laws. I think it is that
we have the staff. We have the energy, as you pointed out,
to be able to push this forward. We have a prosecuting
attorney who is dedicated full time to work on the cases that
are brought in by the investigators and the duditors.

| Mr. SHAYS. Thank you.'

Evidently, my time went by faster than I realized.
Thank vyou.

Chairﬁan WAXMAN. Thank you, Mr. Shays.

Ms Norton.

Ms. NORTON. Thank you, Mr. Chairman.

Ms. McCurdy, I am intérested in pursuing the question T
raised in my opening remarks about the amount of funds that
go directly to the charity as announced.

I have here this month’s Better‘Business Bureau guide,
Wise Giving Guide, and I note that their guide says no more

than 35 percent of the money should go for what we will call
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fundraising or expenses, in other words.

Then there is another guide, the American Institute of
Philanthropy. This is the charity rate guide and the
watchdog report. Both of these are this month’s report, and
they say $35 percent for every $100. I think it is pretty
generous.

I will ask you about that. Would you agree that.
fundraising costs should be capped at one-third or below?

Ms. MCCURDY. I think this was pointed out in one of the
opening statements. You can’t say that necessarily across
the board. If you have a new organization that is just
getting started, there will be higher costs of fundraising at
the beginning. It is where you look at the historical
tracking of that particular organization and if they can’t

find a way to reduce their fundraising costs to keep them

“below that amount.

That is the, I think, the average. I think I made that
point in my statement as well, that that is the generally
accepted standard for fundraising. So you have to look at it
over a historical time, butiif consistently they are spending
more than that, I believe it would be a concern, yes.

Ms. NORTON. It would be a concern.

I wonder if you could look at a slide that I would ask
the staff to put up concerning the pércentage of funds spent

on veterans by a number of groups. As you look at the first
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group, TAPS, and this group has a solid record as they kept
fundraising down to around 27 percent, meeting the benchmark.

But all four of the other éroups failed the test. Some
of them are well known groups. In other words, they spent
the majority of their funds raised from the public on the
fundraising. It ranges, if you look, from 58.6 percent to
85.9 percent.

Would you agree that at least people know in advance,
for example, that 85 cents of every dollar they are giving is
going to expenses, fundraising expenses? Is that at least
the kind of knowledge?

I am not sure what kind of regulétion. I am using, at
1east'as a guide, the one group I kﬁow undér Federal
jurisdiction and that is Charitéble Giving hefe;

Ms. MCCURDY. I assume when you are saying these people,
you are talking about the donors should know about this?

Ms. NORTON. Charitable giving.

Ms. MCCURDY. Yes, absolutely, that is part of my point
that I am hoping I get across téday. I believe the donors
should know this, and it should be disclosed at tﬁe beginning
of any solicitation whether it is in writing or oral.

Unfortunately, we are, as I mentioned earlier,
constrained by the Supreme Court case, the Madigan v.
Teleﬁarketing Associates case, which says that it will be

unconstitutional to require that disclosure at the outset.
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Ms. NORTON. It would be unconstitutional? I am sorry.

Ms. MCCURDY. To require the disclosure of the actual
percentage of money that is going to go to the fundraiser
versus to the charity.

Now, if the donor asks the question.

Ms. NORTON. Well, I don’'t think we are violating the
law. The Combined Campaign Fund does, in fact, list what
amount of funds go to fundraising, so you know.

Ms. MCCURDY. Absolutely. The problem would be if the
Go&ernment required that disclosure. I believe that the
charities should fully disclose that; and it is certainly not

only acceptable, but I think should be encouraged to disclose

that.

Ms. NORTON. You said there may be constitutional
problems with requiring the disclosure of the amount of the
funds that go for expenses even thbugh they have to file an
annual report that go for expenses and that go to the
charity.

Ms. MCCURDY. It is at the point of solicitation which is
whefe the issue is.

Ms. NORTON. Sorry?

Ms. MCCURDY. It is at the point of solicitation is where
the issue becomes the issue. If the donor asks the guestion,
which is why I want to focus so much energy on trying to

better educate the donors, if they ask the question, they are
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required to answer truthfully, but we cannot'require that
there is a voluntary disclosure at the outset.

The reason that is stated is it would quash fundraising
efforts if the donor knew, and it is sort of ironic because
that is exactly what we are hoping.

Ms. NORTON. I don’'t know this decision, but I thiﬁk,-Mr.
Chairman, we will have to look at this decision because I
don’t think the Federal Government is in violation of this
decision.

I know this: Federal employees, we have some
jurisdiction on. They are our employees. We have, forgive
the expression, sole custody of these soldiers. They are
under our command.- They must do exactly what we say.

So the notion that there can’t be at least some way to
inform people whether'they are giving to our soldiers or
giving to expenses does not seem to me tq be forbidden.

Ms. MCCURDY. I think the Combined Federal Campaign is a
perfect way to be able to do exactly what you are suggesting
Which is to disclose how the money is going to be spent.

Chairman WAXMAN. Thank you*very much, Ms. Norton.

Mr. Platts.

Mr. PLATTS. Thank you, Mr. Chairman.

I would like to first yield to my colleague, Mr. Shays.

Mr. SHAYS. Yes, I thank the gentleman for yielding.

Just to correct the record, Mr. Chairman, I had said
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that myself and Mr. Koch and Attorney Blumenthal had been
used by the National Veterans Service Fund in quotes that
they took from us in 1980, and Mr. Koch had notified me of
that and we got ourselves off the list. But it wasn’t
Attorney Blumenthal. It was former Governor William A.
O’Neill who just recently passéd away, whose quote they were
using, I think, mistakenly.

I thank the gentleman for yielding.

Mr. PLATTS. You are Welcome.

Mr. Chairman, thank you and the Ranking Member for
hosting this very important hearing. We certainly are a
blessed Nation because of those who sefve in uniform, and we
want to make sure when individuals seek.to help them by
contributing funds to charity groups, that those funds really
go to those who have served us or the family members.

I want to thank both of our witnesses for your work and
especially, Mr. Edmundson, please convey my sincere gratitude
to your entire family for your son’s service and sacrifice.
As I said, we are blessed because of him and all bur heroes
who wear the uniform.

Certainly, Ms. McCurdy, I am delighted to be here with a
fellow Pennsylvanian, and I appreciate your work at the
Bureau.

Without preaching any privacy requirements on you, can

you give some examples of actual investigations you have done
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into misconduct or allegations of misconduct?

Ms. MCCURDY. I can talk abbut a éouple of veterans ones
we have done or I can télk in the broader scope if ybu would
like. |

Mr. PLATTS. If you can keep the focus on the veterans,
that would be great.

Ms. MCCURDY. Sure. As I mentioned earlier, and you
weren’'t in the room at the time. |

Mr. PLATTS. Yes, I do apologize if I am repeating
because of trying to be in too many places at one.

Ms. MCCURDY. No. I cértainly understand, but I
mentioned that we do work with the criminal authorities. The
local district attorneys in Pénnsylvania share jurisdiction
over our Act. It has been oné of our goals of our Bureau to
wbrk‘more. There are 67 counties in Pennsylvania, and we
probably have about 8 or 9 that we have had some good working
relationships with now, and we believe that that is the best
way to get to some of this.

We have successfully prosecuted two individuals who were
using a veterans’ organization as a mechanism to raise money
for themselves.

Mr. PLATTS. How did they or that informatioﬁ come to
your attention that led to the investigation and prosecution?

Ms. MCCURDY. I know at least one of them was doing

solicitation in front of a Wal-Mart, and they were violating,
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I think, a local solicitation law. I am not sure on the
facts, and I do have the chief of our investigation division
with us, and he can certainly amend anything that I have to
say.

But we learned about them through local authorities,
that they were out there, that they were asking for money,
and someone would report it to us. We have enjoyed the
benefit of being able to call up thevlocal authorities, and
then they would go out and exercise their arrest powers on
our behalf, basically.

Mr. PLATTS. Does the Bureau only respond to when there
is information brought to you--having been in the State
housé, but it has been seven years, so I am ﬁaybe a little -
rusty on the interaction--or do you do any kind of spot
éhecks on charitable groups, more kind of an undercover
approach, proactively?

Ms. MCCURDY. All of the above. We have reactive
invéstigations. Of course, if we receive a complaint, that
is going to be something that we will consider to be a
priority that we would pursue, but we have proactive
investigations. We learn a lot about our investigations
through the media, any way. |

We also do random audits. We do maintain the records
for the 10,000 érganizations that I mentioned in my

statement, and we have the ability. We have five
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investigators and four auditoré to be able to routinely check
them. |

Of course, it is sort of like any other agency. If you
have come to our attention before, you will stay on our radar
screen, and we will look at you in the future as well.

Mr. PLATTS. I apologize. This may have been asked as
well earlier. Is there something, anything particular or
specific that we could do that would better help you at the
State level and then alternately at the local level with our
DAs in Pennsylvania and across the Country that is currently
not in law?

Ms. MCCURDY. If there was some way that we could-better
educate the donors. We are one bureau in Pennsylvania. The
attorney general’s office also has jurisdiction, and they do
some outreach efforts through their charitable trusts
section.

But it needs to be more national. It needs to be more
global. We struggle with how do we reach the donors, how do
we educate them that the most important thing a donor can do
before they give money is aék questions. Question
everything.

Mr. PLATTS. Yes. So we have done better nationally with
identity theft and outreach to better get the public aware or
something similar, that type of national effort?

Ms. MCCURDY. Absolutely, that is a perfect example of
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something that I think has been done well. Whatever the

methods that were used to achieve that, if we can employ that

.in the charitable sector, it would be really helpful.

Mr. PLATTS. Great.

Well, again, my thanks, Mr. Chairman and to our
witnesses for your important testimony and again, Mr.
Edmundson, to your family for your family’s service to our
Nation.

Thank you; Mr. Chairman.

Chairman WAXMAN. Thank you, Mr. Platts.

Mr. Sarbanes.

Mr. SARBANES. Thank you, Mr. Chairman.

_ Mr. Edmundson, thanks for coming and talking to us today

and testifying. You'really'set-the stage for all the

testimony that follows in terms of why we have to pay so much
attention to this. So, thank you.

Ms. McCurdy, I had a couple questions. I am going to go
back to this line of questioning that Congresswoman Norton
was pursuing just so I can undefstand a little bit better
because disclosure seems to be a key ingredient hére in
solving the problem, and you talked a lot about just needing
to have more information available to people.

Just so I understand, you are saying that the law
curréntly prohibits at the point of solicitation a discloéure

at that point, whether it is orally like over the phone or
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something or embedded somehow in a written solicitation.

It prohibits requiring that, at that point, you disclose

how expenses have been paid for--is that what you are

saying--versus a requiremeﬁt that would say how money is
going to be spent going forward? Is there any distinction
there or are both prohibited?

Ms. MCCURDY. As I understand the case, the Supreme Court
case which was the Madigan_versus Telemarketing Associates
case, first of all, they come right out and say that high
fundraising costs per se are not per se fraud. Then the
second element of that is that the States or whoever is
regulating the disclosﬁre caﬁnot require that they
voluntarily diéclose thaﬁ amount during a solicitation.
wae#er, if asked, they have to truthfully answer.

That is as I understand the case.

Mr. SARBANES. I, 1like others,-want to understand that

case better because it seems to me there must be some way to

‘build some basic disclosure in there.

Ms. MCCURDY. It is critical.

Mr. SARBANES. But let me ask a different question. Are
there any accreditation opportunities out there? Are there
organizations, and maybe the next panel is better positioned
to respond to this than you are, but are there any
organizations out there that, in effect, accredit, where you

can seek accreditation?
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Like within the non-profit world, I knoﬁ that there are
accrediting organizations that have grown up where if you hit
15 measures successfully, then they will say you have the
stamp of approval from such and such organization which gives
people some confidence in dealing with that non-profit. Are
there any similar kinds of organizations out there and; if
so, is it having the effect. of people, charities invoking
that or using that stamp of approval as a way of promoting
their cause or giving more comfort to the donors?

Ms. MCCURDY. I am not aware. The only organization that
I have any knowledge of is the Association of Fundraiéing
Professionals, and I don’t‘know if they have any
accreditation process as is done at the charitable level.

I know in Pennsylvania the Pennsylvania Association of
Non-Profit Organizatiéns does use the standards of excellence
program, but I can’'t really speak on how.they view the
success of that. I kndw it is.a progfam that they are using
more and more, so they must believe that it is being
successful for their member organizations in how they are
building the donor confidence with their own donors.

I am not familiar at the fundraiser level. I think the
next panel maybe might have some more insight into that than
I do, but I don’t know if that would help necessarily at the
point of solicitation.

Mr. SARBANES. When you say that, why is that? What do
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you mean?

Ms. MCCURDY. Well, it relates to the fact of it is like
with any profession. People who want to do good will do
good. People who will join those organizations, they are not
the ones we are concerned about.

We are concerned about the other ones who aren’t joining
member organizations, who aren’t participating in

accreditation programs. They are the ones that we have to

worry about. They are the ones that are the profiteers.

They are the ones.
I would imagine that if I were to look at the contracts

in Pennsylvania, the ones that are problematic and they are

in our report. You can see the ones where the high numbers

of costs are vérsus the amount of money, and we also report
on the ones that are responsible. They are not going to be
helped by any further disclosure.

Mr. SARBANES. I guess what I would hope is if you
develop a mechanism, a kind of good housekeeping seal of
approval thing that people wanted to get to help with their
credibilit? in solicitation, over time when people are
calling in or you are doing your education efforts, you could
say, look for the good housekeeping seal of approval, so that
over time, people, the donor audience would come looking for
that as a way of giving them some éomfort. I was wondering,

do you have any?
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You have 10,000 charities that are registered, I think
you said. Are you aware of chafities'that are using in their
solicitation and, in the case that they make to the public,
are pointing to hoﬁ efficient they are? Do you instances of
that and how effective do you think that is as part of the
pitch that they are making?

Ms. MCCURDY. I am aware that they are doing it. Of
course, it makes absolute sense to do that if they have
achieved, and I know it is a stringent process for PANO, the
Pennsylvania Association, to achieve that standards of
excellence.

If they have gone through everything( and they look at
everything. They pull out ali the drawers and look at
everything that is in those drawers. So, certainly, if they
survive that process, absolutely, they are going to use it.

How effective is it in their solicitation campaigns? I
can’'t commeht. I don’t know.

Mr. SARBANES. Okay.

Chairman WAXMAN. Thank you, Mr. Sarbanes.

Mr. Burton. |

Mr. BURTON. Thank you, Mr. Chairman.

I just don’t understand how an organization.can give
less than 5 or 4 or 3 or 2 percent to the soldiers involved
and not be guilty of some kind of infraction, so they can be

prosecuted. Well, what is the standard?
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I mean maybe you have answered this before. At what
point does it become fraudulent?

Ms. MCCURDY. There is not a legal standard that is
applied.

Mr. BURTON. Is there a way to create a legal standard?

It seems like the State legislatures or, if we are
talking about veterans from across the Country, the Congress
could pass some kind of a law saying that there has to be
accountability and set some kind of a standard.

Ms. MCCURDY. If the legislature can do that, I would
applaud it, and it certainly would make our job easier if we
had a standard for ds:to be able to look at whether or not

the high fundraising costs are a problem. Then certainly

‘that triggers us to look at it if it is a high amount, but we

have to look at the underlying numbers and we really have to
look for actual fraud.

Mr. BURTON. I get these things all the time. I am sure

-all of us do. Some of these on this list, I have given money

to on a regular basis, and it is really distressing to know
that.

That is a tax-deductible item to the person who ié
giving that money. If they are frittering awéy that money or
wasting that money, it seems like they would be complicitous
in tax fraud because they are taking my money and they are

not spending it wisely or they are putting it in their own




HGO347.000 PAGE 68

1475
1476
1477
1478
1479
1480
1481
1482
1483
1484
1485
1486
1487
1488

1489

1490

1491
1492
1493
1494
1495
1496
1497
1498

1499

pockets. It seems like there ought to be some retribution
for that.

Ms. MCCURDY. I don't disagree.

Mr. BURTON. Have you ever théught about or has there
been any legislative proposals to set some standards like
that? »

Ms. MCCURDY. Not in the five years that I have been
working in this area. I know we are revisiting our current
statute in Pennsylvania. We haven’t done anything officially
with the legislature, but we in the Bureau are looking at it
and.looking for areas where there might be some amendments
that would be helpful. |

Mr. BURTON. Are there any groups that are looking at a
legislative way or a law that could constrict some of these
people’s appetites for pocketing this money?

Ms. MCCURDY. I am not sure what you mean by are there
any groups looking at?

Mr. BURTON. I mean are there any groups coming up with
any legislative proposals?

You folks are watchdogvgroups, but have any of your
organizations that are watching these charities come up with
some legislative mechanism that we could work on here in
Congress or in the State legislatures to set the standard?

Ms. MCCURDY. Not that I am familiar with, but I can.

Mr. BURTON. That is something. That seems like to me
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that is something that we need.

Having these hearings and talking about it and focusing
attention on it like in the paper, the Washington Post this
morning, I think that is good, but I will bet you that not 1

percent of the American people are following this hearing.

‘They are not going to know it is going on, and so they are

going to continue to pour this money into these charities
that are wasting it.

It seems to me that there has to be some way to say,
okay, if you are getting a dollar, you have to at least put
this much money into the.charitable purpose. You can use the
rest.for advertising and whatever you‘want to, but you have
to put at least this percentage in.' That Would, I think, put
a real hammer on these people. - |

But you don’'t know of any legislative proposal like
that?

Ms. MCCURDY. I am not aware of any, but the State, the
State regulators are all members of an organization called
the National Association of Staﬁe Charity Officials or, as we
say, NASCO. I am actually on the board of_directérs for
that. I can certainly bring that up at our next board
meeting and see if we think there is anything at our level
that we might be able to start looking at.

'Mr. BURTON. Well, I have Brian, my staff guy, here. I

would like to really have somebody. When you meet with these
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people, if you could give us some kiﬁd of parameters that
could be put into a legislative'proposal, that might at least
scare the hell out of these people that are stealing this
money.

Ms. MCCURDY. We can certainly do that. i would be happy
to provide further information to you to that.

Mr. BURTON. I will have Brian get in touch with you
then.

I don’t think I have any other questions. I just feel
the frustration--I think all of us do--especially when I
think of the money I have given them.

Ms; MCCURDY. You ére not alone.

Mr. BURTON. Thank ybu, Mr. Chairman.

Chairman WAXMAN. Thank you, Mr. Burton.

I want to express my concern that there is not
sufficient legisiative protections; I think we ought to, on
this Committee in our oversight, not only find out the
problems but figure out some solutions, and I hope we can all
work together on this Committee to come up with some ideas to
do ﬁhat.

I think a lot of people don’t realize how little of that
money they are giving to these charities, not just veterans’
charities but all charities, actually goes for the.purpose
that they were told charities serve.

Another thing that most people don’t realize is we have
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1550| heard about the charities raising money, but‘there are

1551 | professional organizations. In fact, there is an entire
1552| industry of for-profit companies that do nothing but send
1553 | letters and make calls to solicit charitable donations.

1554 For example, you have a charity. Let me give an

1555| example, the Disabled Veterans Association. They have.a
1556 majof fundraising campaign from August, 2005 to April, 2006,
1557| but they didn’t do the fundraising themselves. Instead, they
1558| hired a for-profit fundraising corporation called Civic

1559| Development Group to help them, and DVA has provided the
1560| Committee with a breakdown of its fundraising expenses. . I
1561 | would like to see if we caﬁ put that on the board.

- 1562 - As. this document shows, the first nuﬁber is the amount
1563 | of money that people donated. Fundraising collections were
1564 over $4.5 million, and that is a phenomenal amount for a
1565 éharity. But the next linehindicates fundraising expenses
1566 | were about %4 millioh.'.In othér wordé, out of $4.5 million
1567| in donations, this charity got less than 500,000. That is
1568 What the charity got, and that is not even 10 percent of the
1569 | money that was raised for that chariﬁy.

1570 Now, Ms. McCurdy, based on your experience, do donors
1571| know that up to 90 cents of every dollar they provide could
1572| be eaten by fundraising costs?

1573 Ms. MCCURDY. I don’t think that the large amount of

1574 | donors do know it, and I do believe that that is one of the
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most critical things that we as State regulators and that you
as the Federal Government can do is to provide better
education, as I was discussing with Representative Platts,
that there could be some way that we could take this to the

level that we have on other important issues and make them

‘more aware.

Chairman WAXMAN. So people aren’t aware.

That which we have just shown on the board is the

'breakdown of the fundraising campaign’s expenses, but the

actual expenses are broken down even furfher. They have all
kinds of things you would expect. They are paying for
salaries. They paid for rent, equipment, telephones, all the
supplies, printing and shipping.

Most people think, of course, there are fundraising
expensés, but then you come to the last line. Even after all
these charges for every expense imaginable, the for-profit
corporation charges $2.2 million for “managementbconsulting
fees.’’ This $2.2 million is 55 percent of all the money
that they have raised in that campaign, and they have
something éalled a management consulting feé.

I don’t know what goes through your mind, but let me ask
you, Mf. Edmundson. What goes through your mind when you now
see that they are taking $2.2 million or 55 percent of all
the money raised, and it is going té a management fee?

It is pretty outrageous, isn’t it?
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Mr. EDMUNDSON. The first thing that goes through my mind
when I read this is anger, absoiutely;

Chairman WAXMAN. Well, we all share that anger.‘ Just
giving them a seal éf approval or not doesn’t seem to me
enough. We ought to do what we can do, but I don’t think
this should be tolerated, and I don’t think most Americans
would think it ought to be tolerated either.

It makes all of us angry that the veterans, people who
have éerved our Country, are used to raise money to give some
professional organization and the business of fundraising,
management fees of 55 cents out of every dollar. It is
absolutely inexcusable.

I see Mr. Van Hollen has-come, and I want to recognize
him.

Mr. DAVIS OF VIRGINIA. Mr. chairman, can I just take one
second to say I would associate myself with your remarks?

Chairmén WAXMAN. Yes. |

Mr. DAVIS OF VIRGINIA. We are talking today about
veterans, but I think unfortunately this stretches into every
part of charitable donations to diseases, orphans and the
like.

I really applaud you for holding the heariné, and I hope
we can work with you to follow up with some legislative
action.

Chairman WAXMAN. Thank you very much.
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Mr. Van Hollen.

Mr. VAN HOLLEN. Thank you, Mr. Chairman, and thank you
for calling this hearing on a very important issue. It is,
obviously, important that the American people have confidence
that when they are providing money to our veterans, in
support of our veterans, that it is being used for that
purpose.

I appreciate your testimony and, Mr. Edmundson, .I heard
your opening statement. I want to thank you for being here
and for the sacrifice your family has made.

Ms. McCurdy, I had a question with respect to the
recourse that the pﬁblic has in these cases. I understood
your.testimony with respect to the Supreme Céurt ruling which
is they said that you can’t essentially hold one of these
ﬁon—profits accountable through the criminal justice system
anyway right now with respect to fraud.

If anlorganization that is raising money, one of these
charitable foundations, makes a statement, a representation
to the public as part of their fundraising, for example, if
they say, 80 cents of every dollar goes to veterans, and that
proves to be untrue, then there would, would there not, be
some recourse against them in terms of a misrepresentation
and fraud on the public?

Ms. MCCURDY. Absolutely, and we would puréue that in

Pennsylvania aggressively both administratively through my
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office and hopefully with whatever criminal jurisdiction that
fell in.

Mr. VAN HOLLEN. Right. So did the Supreme Court
decision bar in any way either State or local governments
from requiring that non-profit organizations that register in
their communities be required to disclose the amount that
goes to veterans’ organizations?

Ms. MCCURDY. There is disqlosure that does take place.
It is in the annual reporting that they are required to do,
and the professionals are required to file with us every
contract.

I mean the disturbing thing for ué——coincidentaliy,
before this issue came up that we had the opportunity to be
here today and speak to you, we had been looking. As I said
earlier, in our annual reports, we report on what
professional solicitors are reporting and we look at their
contracts. Charities are agreeing to this, and it doesn’t
violate State law for them to agree to a contract.

I can tell you we looked at all the ones that were over
100 percent of the costs weﬁt to the professionals. So, in
other words, the charities were actually paying for the

campaign, and they got nothing out of it, and they agreed to

this in contract form.

Mr. VAN HOLLEN. I understand.

I guess my question is that you get the information.
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1675| You get to look at the contracts.. But is there anything that
1676 | would prohibit a State government, for example, from saying
1677| as a condition of_registering as a non-profit, you must tell
1678 | the public how much of the dollars you are raising goes to
1679 | veterans and how much is going to the purpose, so that then
1680 you can hold them accountable for making a public statement?
1681 In other words, then if they misrepresent to the public
1682 | what they are doing, you do have grounds for going after
1683 | them. Is there'anything that would prohibit us from requiring
1684 | that they disclose to the public how much of every dollar
1685| raised is going got the cause that people giving think it is
.1686| going to and how much is going to ovérhead and profit or
--1687 overhead and to pay the salaries? | -
1688 Ms. MCCURDY. Legislatively, we don't havé that ability
1689| to do that right now. I don’t know whether or not that is
1690| something that can be changed in Pennsylvania law. I don’t
1691| know whether or not the Supreme Court case, any
1692 | constitutional challenge to that law would prevent it
1693 | ultimately. |
1694 » However, we can require them'to state that wﬁen asked,
1695| and that is required in Pennsylvania. If the donor asks the
1696 | question, they have to give a truthful answer. At that
1697| point, if it is not a truthful answer and we are able to
1698 demoﬁstrate that, we would pursue it.

1699 Mr.- VAN HOLLEN. Yes, we want to educate the public.
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Ms. MCCURDY. Right.

Mr. VAN HOLLEN. But that, of course, puts the burden on
every financial contributor to ask that question.

Ms. MCCURDY. Yes, it does.

Mr. VAN HOLLEN. I am just asking whether there is
anything that you know of in the Supreme Court decision that
would prevent us from reversing that burden and saying to
somebody/who is raising money for a good cause, how much of
that money is actually going to the cause that they are
serving.

Ms. MCCURDY. I would love to see that if that could
happen. We are as fruétrated in my Bureau as anyone else.
At the same tiﬁe that'we.are regulating this, we are donors
also; and we enjoy the ability to be able to investigate the
organizations. If that could happen, that would be a really,
really helpful thing. |

Mr. VAN HOLLEN. Thank you.

Thank you, Mr. Chairman.

Chairman WAXMAN. Thank you, Mr. Van Hollen. Let me
comﬁend you for youf leadership on this issue. I know it has
been a very important cause to you.

Thank you both very much for being here. You have
certainly set out the framework for the issue that we are
looking at, and we are going to have another panel of

witnesses. I very much appreciate your participation in the
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hearing, and we are gréteful for that.

Mr. Edmundson, we owe you and your son to.do something
about this problem. Thank you so much.

Mr. EDMUNDSON. Thank you.

Ms. MCCURDY. If there is anything that I or my Bureau
can assist with in the future, please don’t hesitate tb ask.

Chairman WAXMAN. Thank you.

I would like to now call forward Mr. Robert Friend,
President of the American Veterans Coalition, Gig Harbor,
Washington; Ms. Pamela L. Seman, Executive Director of the
Disabled Veterans Associatioﬁs in Rocky River, Ohio; Mr.
Daniel Borochoff, President of the American Institute of-
Philanthropy; Mr. Bennett Weiner, Chief 6perating Officer, -
The Better Business Bureau’s Wise Giving Alliance; and Ms.
Bonnie Carroll, Executive Director, Tragedy Assistance
Program for Survivors in Washington, D'Cf

I want to welcdme'each of you té our hearing today. We
very much appreciate your being here.

It is the practice of this Committee now that you are
seated, to ask you to stand because éll witnesses that -
testify before us must do so under oath.

(Witnesses sworn.)

Chairman WAXMAN. Let the record show that the witnesses
responded in the ajfirmative.

Ms. Carroll, why don’t we start with you?
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Let Me indicate that YOur prepared statements will all
be in the record in full.

We would like to ask you to limit the oral presentation
to no more than five minutes. We will have a clock there
that will be green, turn yellow for the last minute and then
red when the five minutes are up.

Please proceed.
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1757| STATEMENTS OF BONNIE CARROLL, EXECUTIVE DIRECTOR, TRAGEDY
1758- ASSTISTANCE PROGRAM. FOR SURVIVORS; PAMELA L. SEMAN, EXECUTIVE
1759 DIRECTOR, DISABLED VETERANS ASSOCIATIONS; ROBERT FRIEND,

1760 | PRESIDENT, AMERICAﬁ VETERANS COALITION; DANIEL BOROCHOFF,
1761| PRESIDENT, AMERICAN INSTITUTE OF PHILANTHROPY; BENNETT

1762 | WEINER, CHIEF OPERATING OFFICER, THE BETTER BUSINESS BUREAU'S

1763 WISE GIVING ALLIANCE

1764 | STATEMENT OF BONNIE CARROLL

1765 v Ms. CARROLL; Mzr. Chairmaﬁ, distinguished members of the
1766 | Committee, on behalf of TAPS/ the Tragedy Assistance Program
i767 for Survivors, and the families of those who have died while
1768| serving in the Armed Forces, I am honored to have this

1769 opportunityAto speak about the care provided to surviving
1770| military families.

1771 Dr. Daniel R. Sudnick, the Chief Financial Officer for
1772| TAPS, has pfovided a written statement addressing critical
1773 aspects of the subject before today’s panel, and I

1774 | respectfully request his statement be submitted ﬁo the

'1775| record.

1776 Chairman WAXMAN. Without objection, that will be the

1777| oxrder.
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1778 [Prepared statement of Mr. Sudnick follows:]

1779| **x%*xkkkkkk TNSERT *kkkkkkxk*
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Ms. CARROLL. The subject of today’s hearing reflects the
gravity of the words of President Abraham Lincoln, inscribed
on the front of the Department of Veterans Affairs building:
f‘With malice toward none; with charity for all; with
firmness in the right, as God gives us to see the right, let
us strive on to finish the work we are in; to bind up the
Nation’s wounds; to care for him who shall have borne the
battle, and for his widow, and his orphan.’’

As the widow of a soldier killed along with seven other
soldiers in the Army National Guard, as a Reserve commander
who lost two of my airmen, as Chief of Casualty Operations at
Headquarters U.S. Air Force Casualty Affairs, as a Debartment
of the Army civilian serving in Irag and now as the Executive
Director of TAPS, I have seen the best of‘the services

provided to our surviving families, both in the public and

‘private sectors. It is my privilege to offer insight today.

For the past 14 years, TAPS has been a sanctuary
prdviding hope, comfort and healing for all those whose lives
have been forever changed by the death of a loved one who
served in the Armed Forces.' Whether they are parents,
children, spouses or siblings, TAPS meets a critical need by
offering a national neﬁwork of peer-based emotional support,
the Survivor Seminars and Good Grief Camps for Young
Survivors, long term case work assistance connecting families

with all public and private agencies, bereavement and trauma




HGO347.000 ' PAGE 83

1805
1806
1807
1808
1809
1810
1811
1812
1813
1814
1815

.1816

Af1817

1818

1819

1820

1821
1822
1823
1824
1825

1826
1827
1828

1829

resources and information across America and crisis
intervention.

This network is available 24 hours a day, 7 days a week,
at no charge to the family and at no expense to the
Government. In cooperation with our fellow Veterans Service
Organizations such as Gold Star Wives, Gold Star Mothers,
Society of Military Widows, National Military Family
Association and others, we meet the need of offering loving,
emotional support services to all those grieving the death of
their loved one.

TAPS was founded after two years of careful research
examining the need, the existing services provided, and the
private and public support already in placé. The goal of
éreating this Veterans Service brganization wasAto provide
care not otherwise offered. From this extensive research,
TAPS identified those areas where gaps existed and carefully
benchmarked the best practices of existing peer-based '
emotional support programs in America and abroad.

In speaking with officials.from the Departments of
Defense and Veterans Affairs in 1993 and 1994, TAﬁS was able
to determine where the federally-funded services ended and it
was appropriate for private sector support to begin. I would
offer special thanks for guidance in those early days to then
Secrétaries of Defense Cheney and Perry, Senators Bob Dole

and Ted Stevens, and the Director of our sister organization
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for police officers, Suzie Sawyer.

The military has a critical mission to meet. The
surviving families, likewise, have a mission: remembering the
life and grieving the loss of their loved one while honoring
their service and sacrifice.

TAPS provides an understanding embrace of care and
comfort. Through our peer-based emotional support network,
families are not only able.to help others but, in doing so,
continue to help themselves. As Ralph Waldo Emerson said,
‘*It is one of the most beautiful compensations of this life
that no man can sincerely'try to help another without helping
himself. "’ |

This netwérk and thé staff and‘infrastructure to support

it is made possible entirely through the generosity of

-Americans who understand our mission and support our

non-profit organization.

A decade ago, then Chairman of the Joint Chiefs John
Shalikashvili looked carefully at our program, and when he
spoke at the TAPS National Military Survivor Seminar he told
ourjfamilies, ‘YWe cén’t do for you what you can best do for
each other.’’

This solidified our mission and forged the bond that
exists to this day between TAPS and the military casualty
teams. After 9/11, TAPS served alongside the American Red

Cross as the only private organization inside the Pentagon
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Family Assistance Center. It is our partnership with the
military that allows us to prqvide a comprehensive package of
support to all who are grieving a loss.

TAPS supports over 15,000 surviving family members in
our database with 24-7 support, quarterly journals,
invitations to regional and national events and weekly.online
support services.

In the past year, TAPS has hosted 11 regional and
national survivor seminars and Good Grief Camps, serving over
2,500 family members. We provided TAPS Care Teams to support
4 major national gatherings of surviving military families
attended by over 5,000 people. We sent 5,236 TAPS Survivor
Care Packages to grieving families, casuaity officers and
military installations supporting surviving families.

Our call center feceived 8,844 calls from surviving
families on our toll-free line. We averqged 750,000 web site
hits per months, hosfedﬂ208 national 6nline support group
sessions; organized 24 TAPS Care Groups, trained 254 peer
mentors to support newly grieving families, provided Care
Team training to over 834 military mémbers and DoD civiliané,
recruited and trained 465 military vdlunteers who serve as
mentors to surviving children.

We have expanded our services to support the families of
1,000 civilian contractors who died while serving in Iraq and

conducted outreach to the large population of
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Spanish-speaking surviving family members.

To meet our mission, we must have a sophisticated
technology and communications infrastructure and a staff who
not only understand the military.surviving family but who are
also academically and professionally qualified.

We are in the process of developing our next.level of
staffing and infrastructure to meet the demands of today.

This will require TAPS to invest significant portions of its

operational budget in the technology infrastructure and

training that will enable to deliver critically needed
support services to the surviving family members.

Chairman WAXMAN. Ms. Carroll, your time is up. Do you

want to conclude your testimony?

Ms. CARROLL. Yes. I am sorry.

On behalf of the families of our fallen heroes and TAPS,
I appreciate the dedication and commitment of the
distinguishedlmembers of the Committee to. protect, defend,
restore and improve .the services provided to those who have
served our Nation in peace and war and to their families, and
to ensure the organizations who are seeking funds from a
patriotic public use the funds wisely to meet essential
mission requirements as dictated for the needs of the
military and the families, not by the needs of the
non-profit. |

[Prepared statement of Ms. Carroll follows:]
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Chairman WAXMAN. Thank you very much, Ms. Carroll.

Ms. Seman.
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STATEMENT OF PAMELA L. SEMAN

Ms. SEMAN. Thank you, Chairman Waxman, Ranking Member
Davis and distinguished members of the Committee for the
opportunity to appear before you today on behalf of the
Disabled Veterans Associations.

My name is Pamela Seman, and T am the Executive Director
of the Disabled Veterans Associations.

Disabled Veterans Assgsociations, which started in 1996,
is a charitable organization registered under Ohio law. Its
mission is to help improve the quality of life of our'
veterans through aiding and assisting needy and disabled
veterans, their families and dependents, whether they have

been hospitalized at one of the U.S. Department of Veterans

-Affairs medical centers, admitted to one of the 100 State-run

and State-funded veterans homes or simply in need at home.

We have developed a number of programs to assist
veterans and have funded these programs through our
fundraising efforts. Our ofganization accomplishes its goals
with the assistance of only three paid employees.

Statistics from the U.S. Department of Veterans Affairs
are staggering. There are now more than 23 million living
veterans. Nearly 2.2 million of these veterans suffer from a

service-connected disability and nearly 40 percent are 65




HGO347.000 ' DAGE 90

1931
1932
1933
1934
1935
1936
1937

1938

© 1939

1940
1941
1942
\.1943
1944
1945
1946
1947
1948
1949
1950
1951
1952
1953
1954

1955

years or older.

There are over 100 State-run, State-funded veterans’
long term care and domiciliary homes that provide care
exclusively to veterans and their spouses. Yet, four out of
five people you meet on the street have no such idea that
these facilities exist. Our public service announcements
inform the public and veterans that these State-run veterans
homes exist and are available to the men and women who gave
up so much for our freedom.

Our public service announcements can be heard on more
3,500 radio stations nationwide. They inform the listener
that help is available to honorably discharged veterans. A
tollrfree number is provided for thé 1isteﬁer to obtain
information not only on the Stafe—run homes. but bn'any
veterans’ issues they may have.

We offer gifts and grants to the State-run veterans
homes and the VA medical centers throughout the Country, so
they may provide veterans with day to day necessities that
they.otherwise may not receive due to budgetary limitations.
We ‘have provided everything from basic toiletries fo
reconstruction and refurbishing an aﬁdiology room. These
gifts and grants have proven to be vital to the well being of
veterans in these facilities.

'Our Helping and Assisting Veterans in Emergency Program

allows us to assist our veterans on a more individual basis.
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Many of these veterans are awaiting their benefits through
the VA and find they are unable to pay their bills during the
interim. By working hand in hand with county service offices
and other agencies, we are able to assist veterans on a short
term, beneficial basis. Veterans can receive a one-time gift
to help them through their rough period. We assist with
mortgages, rent, utilities and various other items.

We also offer a veterans entrepreneurial training
seminar program. The day-long seminars are available to ail
veterans free of charge. - We include speakers from the Small
Business Administration, the Service Corps of Retired
Executives, certified ienders and State taxation departments.

The program ié designed.to help veterans struggling with
their small business or who are starting a small business.

The Disabled Veterans Associations first entered into a
fundraising contract with Civic De&elopment Group in 1998. I
became Executive Director in 2002. At that time, the
contract was already in place for fundraising services
provided by Civil Development Group.

| The first time a fundraising contract came up for review
while I was Executive Director was in September of 2004. The
percentages in the contract remained the same as they were
from the beginning, 12.5 percent for us and 87.5 for Civic
Development Group. I questioned the split and actually made

inquiries with other vendors and learned that the percentages
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were pretty much a standard in the industry.

Though we were unhappy with the-split, CDG agreed to
provide us with a guaranteed minimum of 600,000 which was
more money than Disabled Veterans was able to raise uhder
past contracts. Under the arrangement, Civic Development
Group became a consultant. This appeared to be a good.thing
for us because we were going to receive more'money than we
had in the past and it would mean more money for our vital
programs.

My primary goal as Executive Director of this charity
was and 1is to raise as‘much money as possible to fund the
programs that we offer in érder to make a difference in the
lives of veterans.-

I would like to thank the Committee again for the
opportunity to be heré today and would be pleased to answer
any questions.

[Prepared statement of Ms. Seman follows:]
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STATEMENT OF ROBERT FRIEND

Mr. FRIEND. Mr; Chairman and members pf the Committee, I
am here to testify today as President of American Veterans
Coalition and as a Vietnam veteran, regarding an
ever-increasing needful sector of our population, our
American veterans.

I served proudly for my Country in Vietnam. When
entering the Navy in late 1969, I was sent on four WESTPAC
tours of Alameda. The first two were on the U.S.S.
Bellatrix, and the next two were on the U.S.S. Pictor. We
acted in the capacity of a refrigerated reefer in the Tonkin
Gulf at sea for the grocery needs for those ships afloat. We
aleo acted as a freezer and refrigeration depot when the
Danang facility was bombed in early 1970.

In 197i, I was transferred to the Gator Fleet, assigned
to the LST 609 Clarke County. Our duty was that of moving
supplies up and down the Mekong Delta from as far south as
Vung Tau to Dong Dang which was our home base and as far
north as the Cambodian border.

I spent one and a half moﬁths recuperating et Great
Lakes Mental Hospital for a small wound, saw many amputees,
servicemen paralyzed and those who had sustained massive

injuries while in Vietnam. My ‘last nine months of service
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were that of being part of the First 34 to arrive on the
Ranger stationed at Diego Garcia in the Indian ocean. There,
we were part of the Seabees out of Quonset Point, Rhode
Island, responsible for building the initial runway and basic
infrastructure for those to follow.

So the veterans scene ié not a foreign one to me. One
of'the-things I promised myself while there was to continue
to care for my fellow servicemen and others who entered
service before me or were to serve after me and who struggle
with.assimilating back into society with their return. -

AVC was founded with these things in mind in late 2002
to provide financial aid to needy veterans and their families
and fo educate veterans on various Governmenﬁ and public
service programs available to them as well as educate the
ﬁublic on the needs of and problems facing our Nation'’s
veterans.

The fécus of our organization, aside from education on
veterans needs and issues, has been providing direct
assistance to individual veterans in need and their families
and making grants to VA hospitals, homeless centers and
non-profit veterans organizations who provide assistance to
veterans.

We have provided thousands of dollars in grants and aid
to individuals and organizations in Los Angeles at the

National Veterans Foundation. We came to an agreement and
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developed a program where they receive calls and immediately
send them to us via phone or our web site.

All the veterans have to do is go to our web site into
assistance, pull down the forms, fill them out to the best of
their ability and send them on to us. We move very fast on
the applications for those in need of help. We ask that they
send us a letter and let us know how‘ﬁhey are doing énd
revisit their situation on many occasions, helping some
veterans two or three times a year.

We also ask our professional fundraising counsels to
send us any names of veterans they come across that need help
as well, and we act on those as well as'quickly as wevcan.

We are striving to be more efficient in our fundraising
so that we may méke our program services available on a

continuously increasing basis. This is a slow process but

"can and will come to fruition as other alternate activities

are entered for that of raising monies without the assistance
of professional fundraisers.

I have been with the American Veterans Coalition since
its inception -and am the Fuﬁdraising and Program Service
Director. I spend a significant amount of my week in service
to the organization. The organization is small and has
limited resources.

As you can see from the financial information we

supplied in response to your invitation to be here today, the
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organization has three employees, one of whom is my wife.

She and I both draw minimal salaries although her service to
the organization entails financial recordkeeping, fundraising
regulation compliance issues, corresponding with contracted
fundraisers and other activities that take up most of her
week. We receive no other fees or payments from the
organization.

Like my other colleagues present here today, we can
appreciate the Committee’s interest in fundraising efficiency
and the cost associated with raising funds to help our
veterans. We are proud of our program service
accomplishments. We know we can be mére efficient and
contiﬁue to strive to lower our cosﬁ of fuﬁdraising.

As I stated preViously,-we-are a small orgénization.
Without the help of outside fundraisers, we would not be able
to disseminate the information we are able to get out to
veterans and the public, and we would not be able to raise
enough funds to continue as a going concern.

We maintain fundraising reéistration with all States
that require same and provide significant informafion to
those State agencies when information is designed to be
available to the public. We are completely transparent on
our fundraising, accounting and other operations.

'We have taken steps beginning in the early part of this

year to scale back our use of outside fundraisers and to
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coﬁsult with counsel and other profeésionals on steps we can
continue to take to lessen our fundraising costs.

It is evident that there remains a significant number of
people who were put off with organizations that incur high
costs of fundraising. We aren’t proud to be one of those
organizations but still believe that the First-Amendment has
given us the opportunity to make some differences in the
veterans’ world.

Despite some of our inefficiency, we are still able to
reach a multitude of people with information about veterans
and veterans issues that would otherwise not reach those

people. No one is forced to contribute to our organization

or listen to our message. . However, we hope that the steps we

are téking continue to allow us to deliver our message while
generating significant revenues that can go directly to
benefit ourvNation’s veterans. |

I was proud to serve our Country and believe that
American Veterans Coalition can make a significant difference
in the lives of veterans. I have a personal interest as a
vetéran of the Vietném War in making such a difference and
hope the American Veterans Coalition can strive to do bigger
and better things to help my fellow veterans in the future.
I believe we are taking steps to do that in a better and much
more efficient manner.

Thank you.
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Chairman WAXMAN. Thank you, Mr. Friend.

Mr. quochoff.
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STATEMENT OF DANTIEL BOROCHOFF

Mr. BOROCHOFF.lHello. I am Daniel Borochoff with the
American Institute of Philanthropy. I am gratified that we
are holding this session today. It is going to be a really
big help.

I am gratified for Mr. Burton that his interest in
furthering legislation to help donors make more informed
giving decisions. Right now, there is incredible waste out
there, and it is being done in the name of our brave
veterans. We really owe a lot. We owe a lpt more to the
veterans than too many of theée nonprofit groups are
providing.

The American Institute of Philanthropy, since 1993, has
been one of the most independent and toughest watchdogs. We
are not afréid to give an F grade when it is called for.

- If there is one point that I want people to be able to
walk away from today, to understand that we have these
numbers and percentages out there. A lot of the groups are
able to make themselves look good and appear as if most of
the money is going to charitable programs when iﬁ fact that
is not at all the case. That is why some of these ratings
and ratios that we are putting out there are helping the

public have a clear sense as to how the money is actually
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being spent.

I am going to focus on four key areas. First,
fundraising efficiency, it is too low with these veterans’
charities; second, low accountability; third, excessive asset
reserves with some of the charities; and the misuse of
Congressional Charter status.

First, I will describe our rating system. We give
groups an F grade if they have 35 percent or less of bona
fide charitable programs. They may be saying things are
charitable prdgrams, but it is not at all what the donating
public thinks, and I will get into that.

We believe that if your fundraising costs are $60 or
more; $60 of $100, that deserves an F. If yéu are holding-
asset reserves in excess of five years, that deserves an F.
We consider three years to be excessive.

Most of the charities that We rate do a good job.
Seventy—eight percent of the groups get C or higher grades.
Butfwith the veterans’ groups, this is also true for police
and firefighter type groups, 75 percent of them get Ds and
Fs, certainly not adequate.

One of the main reasons is the very high fundraising
costs that they incur. This is what is happening. Many of
these veterans’ charities and a lot of the major ones are
broadly soliciting everybody under the sun. It is ironic

because they are one of the most very popular causes, so they
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ought to be able to raise money more inexpensively than
anybody else.

But what they are doing is they are asking everybody,

and they are going for little $5 and $3 contributions. It is

too expensive to raise money that way. You have to go $25,
$50, $100 contributions.
- They are sending out trinkets, address labels, greeting

cards, things that cost money to send out because they know

many people feel guilty and send a few dollars in return, but

that is not a way to build loyal long term supporters to get
little contributions here and there because somebody got a
gift and feels they should respond.

Accountability is a big problem. Fifty-nine percent of
the vetefans’ groups that we rate are not willing to provide

basic financial documentation on their activities. That is

" the first screen. If a group is not willing to answer basic

questions about their finances and other areas, one should
look elsewhere about giving to them.

The tax forms, while widely available on the internet,
are very helpful but a lot éf them are dated with information
being like a year or two old.

We encourage donors to look at the audited financial
statements and notes. It is a lot mére solid document. You
can find out things where maybe they‘denied it on the tax

form, but you can see it happening on the audit..
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But the trouble is audits are hard to obtain; They are
with a lot of States. Some of the States have them. 2 few
of the States have them, but they are hard to get a hold of.

This is what is going'on. A lot of people don’'t realize
this, but you know those telemarketing calls that interrupt
your dinner or all the solicitations that we talked about
flooding your mailbox.. A lot of that is counted as a program
service.

What they'can do according to the accounting rules is
they can put a little nice message in like, Hire a Vet,
Buckle Your Seatbelts, Fly Your U.S.A. Flag, put a magnet on
your refrigerator that shows you care.about vets, and then
they_éan allocate those solicitatioﬁs costé as a charitable
program. It shows up'on the'tax-form this way-aﬁd gets
reported on the internet this way. It is in the charity’s
promotion this way. The public needs to know what is reélly
going on with the finances.

Another thing that goes on are in-kind donations.

Things of highly questionable vélue are flowing through these
charities’ financial statements. The person giviﬁg that gets
a tax deduction, and then the charity can show that they are
having like millions of dollars worth of things that really
are not much value to veterans. Then they pass them on to
another group.

Okay, another problem is excessive asset reserves.
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Unfortunately, three of the major miiitary charities have
high asset reserves. In fact, Army Emergency Relief makes
the top of our list. They could operate for 17.6 years with
what they have already got.l They have over $300 billion in
reserve.

We consider it a poor basis to ask for more money if you
already have more than five years in reserves. . Part of the
problem is the people that‘are allowed to access this money
are not able to access it becausé they have too tight of
rules of who the money is made available to.

One final point on the Congressional Charter status

since this is Congress. A number of the charities like to

boast of their Congressional Charter status, and the public

thinké that that means somehow they are better or superior or
they are good groups, but.it doesn’t.

I think that these charities éught to be required to
state. If they want to say they are Congressional Chartered,
they need to state that it does not imply endorsement or
recommendation by Congress.

[Prepared statement of Mr. Borochoff follows:]
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Chairman WAXMAN. Thank you very much, Mr. Borochoff. The
rest of that statement is going to be in the record. Your
time is up.

Mr. Weiner.
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STATEMENT OF BENNETT WEINER

Mr. WEINER. I am Bennett Weiner. I am Chief Operating
Officer of the BBB Wiée Giving Alliance.

Mr. Chairman and members of the Committee, thank you for
inviting us here today to share our views on this important
subject.

The BBB Wise Giving Alliance is a charity-monitoring
organization. We are affiliated with tHe Council of Better
Business Bureaus, the national office of the Better Business

Bureau system, ard we evaluate charities in relation to 20

accountability standards. @ In fact, under various names, we

have been doing this work for almost a century.

Abouﬁ 45 percent of the 114 local Better Business
Bureaus have a similar program for local charity evaluation.
We don't charge charitieg for our evaluation, and the
resulting reports are free to the public.

Certainly, veterans’ charities £fill a very important
need in soéiety for current and former members of the Armed
Services and their families, and I am pleased to say a number
of these organizations meet our standards. However, we have
also seen some concerns.

Currently, we find that about half, 50 percent, of all

the veterans charities we contact do not provide any of the
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requested governance, financial program and fundraising
information needed to complete bur evaluations. This 50
percent non-disclosure rate is significantly higher than the
30 percent non—disciosure rate that we see for the 1,200
national charities that are the subject of our reports.

While participation in our evaluation service is
voluntary, it certainly suggests to us that many veterans"
charities have a way to go in demonstrating accountability.

Now for those charities that do provide the requested
information to our office, we generally find that overall
about 65 percent of all the charities meet our standards.
However, of the veterans’ charities that we evaluate that
provide information, we find é significantly lower number of
veterans’ charities meeting oﬁr standards, less than 40
percent of them.

It is difficult to say that there is no single reason
they don’'t meet standards. Some of these organizations are
relatively new, created in the past few years. But the
reason that they don’t meet standards is not solely because
of financial issues. Financial issues, we feel, don't
provide the fuli picture of accountability.

The accountability issues in our standards in terms of
these organizations range from conflict of interest policies
not being present, insufficient frequency of governing board

meetings to problems with donor privacy, the accuracy of the
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way expenses are reported on financial statements among other
things.

Now, in our view, the message for donors, we think, is
to be proactive in making giving decisions, to check with
outside sources such as the BBB Wise Giving Alliance and
others in making an informed giving decision, and that can
certainly go a long way.

I do want to make one comment in response to Congressman
Sarbanes’ earlier questions about accreditation seals. We do
have such a progfam at the BBB Wise Giving Alliance, an
accreditation seal for charities that do méet our standards.
I am pleased to say‘that about 200 of the 1,200 national
charities that we evaluate display the seal indicating they
meet our standards on their web siteé and in their appeals,
énd we think that is a program that is having an impact.

So, thank you again for allowing us to share our
comments, énd I will be happy to answer any questions that
you might have.

[Prepared statement of Mr. Weiner follows:]
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Chairman WAXMAN. Thank you very much.

Than you very much, all of you, for your testimony.

The purpose of this hearing is to examine whether
donations to veterans’ charities are getting to the people
who need them. So, Mr. Weiner, your view is that of all the
charities, the veterans’ charities seem to be the most out of
line in terms of the small amount of money that is actually
going to veterans’ care. Is that an accurate statement?

Mr. WEINER. I don’t know if I could say if they are the
most out of line because we evaluate so many different types
of organizations, but clearly in what we have seen there is
less of a degree of cooperation with our self—regulatdry
process. About half of them don’t even send us information
on request and a higher degree of non-compliance with the

standards- that we have. So, yes, I would agree that that is

" an issue that concerns us as well.

Chairman WAXMAN. Mr. Borochoff, what would you say is an
appropriate proportion of the resources a chatity is spending
on fundraising? Would you give us a number you think is okay
to spend on fundraising? |

Mr. BOROCHOFF. Well, it should be $35 or less. The
problem is charities are saying things. They are labeling
things. They are disguising their fundraising costs and
calling them programs.

Chairman WAXMAN. Well, we put together a chart based on
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what these veterans’ charities spend on fundraising and
program services, and I would like to put it on the screen.
The chart is based simply on the numbers that they report on
their Form 990 reports to the IRS.

Mr. Friend, in fiscal year 2006, you reported to the IRS
that approximately 59 cents of every dollar donated to
American Veterans Coalition was spent on fundraising costs.

Ms. Seman, according to your tax returns, approximately
71 cents of evéry dollar donated to Disabled Veterans
Associations in fiscal year 2006 went to pay for fundraising
and not for programs.

In fact, that is what you reportéd to the IRS, but these
numbefs are actually worse because your organizations count
many of your fundraising materiéls as program.aétivities.

Mr. Borochoff mentioned that.

You call them program éctivities that help veterans when
you send out a solicitation that includes some language about
the plight of veterans or when you say that the fundraising
letter is actually a charitable;service/because it is
educating the public about the plight of veterans:

Let me give you some examples. Well, one is American
Veterans Coalition, and it has information about the plight
of the veterans themselves, the face of veterans in need.

'Sb, when you report to the IRS, you report only a

portion of the costs to produce this mailer under
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fundraising. That is allowed under Ehe accounting rules. Am
I right about this, Ms. Seman?
- Ms. SEMAN. Yes, you are correct.

Chairman WAXMAN. And, Mr. Friend?

Mr. FRIEND. Yes, I agree.

Chairman WAXMAN. So, Mr. Borochoff, what do you think of
these practices when they claim that some of the fundraising
costs are actually services to the vetérans?

Mr. BOROCHOFFL The donors don’t know this is what is
going on, and I think the charity ought to tell the public
when they solicit money, to,say that 80 percent of the money
is going to pay for thé solicitation that you are reading.

The accouﬁting ruleé are very flekible, and they allow
for a lot of different ways of réportiﬁg this informatioﬁ.

Chairman WAXMAN. Well, we made a chart that indicates
what the actual figures would be if you claimed that theée
are fundraising expense and not the services for veterans:

We look at these numbers, and it is clear that the
American Veterans Coalition is spending over three—quérters
of Ehe money it raisés on fundraising expenses, salaries and
overhead. Less than 25 cents of every dollar goes to help
veterans.

The numbers are even worse for Disabled Veterans
Associations. Over 90 percent of the money you raise goes to

fundraisers. Less than 10 percent actually helps veterans.
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Mr. Friend and Ms. Seman, how can you jﬁstify what you
are doing? The money you are'raising is enriching the
fundraisers and yourselves, and virtually none of it is going
to actually helping the veterans when you look at such a
small percentage for actual services?

Mr. FRIEND. In a sense, that is true. Unfortunatély;
the only way a small start-up charity can exist and‘méve into
the spectrum of making direct support with its own tap base
is by using professional fundraisers. Their fees are
exorbitant. I mean we are probably between 80 and 85 percent
with any professional fundraiser that we bring into our fold.

We do want their tap base. We want to use it for
traditional mail later on. We want to mail and raise money
under our own guise, not with professional fundraisers, and
we are trying to move'into other programs so those numbers
can reflect true numbers and not what you are talking about.

Chairman WAXMAN: Well, how long have you been in
existence?

Mr. FRIEND. I am sorry?

Chairman WAXMAN. How long has ybur‘organization been in
existence?

Mr. FRIEND. We incorporated in 2002.

Chairman WAXMAN. So, for five yearé, you used
professional fundraisers.

Mr. FRIEND. That is correct.
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Chairman WAXMAN. Ms. Seman, how long have-you been in
existence, and how can you justify this kind of expenditure,
less than 10 percent going to help veterans?

Ms. SEMAN. Part of'the problem we have found is these
fundraisers ask for very long contracts with exclusive and
non-compete clauses in them and, across the board; every
telemarketer and every direct mail I researched asked us for

the same thing. We get locked into these long contracts, and

we can’t get out, and we have no other means of raising money

on our own.

Chairman WAXMAN. Well, it is not just small start-up
charities. Mr. Chapin’s group raised, what was it, $98
million. They have been around for somé time. Less than 10
percent is gong to help veterans in that organization.

So I find it unconvincing that small start-ups need this
extra expenditure when so little is actually going to the
veterans.

Mr. Davis.

Mr. DAVIS OF VIRGINIA. Thank you.

I am ﬁot sure where to start. It is not that the groups
may not be trying to help veterans, buf the fact is that
people who are donating need to understand that their money
is not going to help veterans. That is really the problem,

and maybe they want to put it somewhere else where their

money would go directly.
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So I don’t want to question anybody’s motives in terms
of what they are trying to do, but the people out there who
are soliciting. Many of them are seniors on fixed ihcomes,
but they just want ﬁo do something to help people who have
given some to tﬁeir Country. They send you $10 and less than
$1 is going directly to help veterans in some cases.

Ms. Seman, what is the Disabled Veterans Associations

‘going to do in the next year to try to improve the

fundraising ratios we have talked about?

Ms. SEMAN. We are still deciding what we are going to
do, but we are not going to hire another professional. We
are going to do it on our own.

Mr. DAVIS OF VIRGINIA. I.mean your'argument, as I
understand, is you have a higher net by going with a
professional route.

Ms. SEMAN. Right.

Mr. DAVIS OF VIRGINIA. I understand that. You want to
help people. You have more money to hand out and do public
goo&. Our job here is not just to look éfter the end result
but also to look at the people how are donating, and that is
really our concermn.

Mr. Friend, what are you going to do next.yéar?

Mr. FRIEND. We are looking into some conservative
events. It wouldn’t be a golf event because of inclement

weather or something like that, where we would be trapped
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into a lot of expenses and not being able to raise the money,
for instance. We want something that can be a proven winner
for us.

We are raising money, starting to raise money on our own
without professional fundraisers. We think that can be or
that will be a big step forward. However, it is quite
surprising when you look at those numbers even in-house, how
much it actually costs to raise money even on your own when
you take into account the printing and the envelopes.

Mr. DAVIS OF VIRGINIA. Mr. Friend, you are talking up
here to someone who has been Chairman of the Republican
Campaign Committee in the House for two cycles and knows
sométhing about direct mail and phone soliciﬁation and Mr. -
Van Hollen, who is the current Democratic Chair.
| Mr. FRIEND. Well, I was speaking from my perspective.

Mr. DAVIS OF VIRGINIA. Well, it is the same. In fact,
we have mofe restrictions.

I understand. I mean I understand the difficulty, but I
think at the end of the day, what we look at is the people
that you are soliciting and what they are giving and should
they, in fact, now that their money is not going for the
intent that it is solicited.

Let me ask this, Mr. Friend. How many other charitable
organizations do you have?

Mr. FRIEND. We have three other organizations.
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Mr. DAVIS OF VIRGINIA. Are they all about the same in
terms of using the same outsourcing for raising money?

Mr. FRIEND. That is correct.

I am sorry. You mean professional fundraising?

Mr. DAVIS OF VIRGINIA. Yes.

Mrf FRIEND. Yes.

Mr. DAVIS OF VIRGINIA. You use the same fundraiser for
all the groups? |

Mr. FRIEND. No. .Some, we do.

Mr. DAVIS OF VIRGINIA. In 2005, the Hartford Courant did
an investigative story on veterans’ charities. It is still
on the Charity Navigator web site, which is another cﬁarity.
watchdog group.

Your charity is mentioned first as paying staggering

costs to a telemarketer that pocketed 85 percent of every

"dollar you raised. This is back in 2003. Is that correct?

Mr. FRIEND. Yes, I think so.

Mr. DAVIS OF VIRGINIA. What would you do to correct
that? Would you change?

Mr. FRIEND. Well, we afe starting to work on traditional
mail, traditional and direct mail. |

Mr. DAVIS OF VIRGINIA. Let me just ask this. Are you
still using that same telemarketer?

Mr. FRIEND. I can’t answer that'accurately because I

would have to go look. I don’t have those numbers or those
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telemarketers in front of me if they are still

Mr. DAVIS OF VIRGINIA. Mr. Borochoff, can you add? Can
you shed any light on that, Mr. Borochoff?

Mr. BOROCHOFF. It is the same telemarketer.

Mr. FRIEND. Sir, what is your question?

Mr. DAVIS OF VIRGINIA. I guess my question is if you
have a telemarketer that you are hiring that is taking 85
percent for every dollar?

Mr. FRIEND. Yes. Yes, we do.

Mr. DAVIS OF VIRGINIA. You are still using them?

- Mr. FRIEND. Yes, we do.

Mr. DAVIS OF VIRGINIA. Do you think that is fair to the
donors that are solicited? | |

Mr. FRIEND. I don’t think it is fair at all. T think it
is the only way fof a start-up charity to generate enough
money to spread its wings and be able to fly independently of
using professional fundraisers. I know.

Mr. DAVIS OF VIRGINIA. That was 2003. You are no longer
a start-up, and you have three 6ther charities going.

Mr. FRIEND. No, we are not a start-up. It jﬁst takes a
long, quite grueling number of years to get where you are
indepeﬁdent, a lot longer than any of us wish it would.

Mr. DAVIS OF VIRGINIA. The IRS 990 form for the American
Vetefans Coalition tells a sad story provided based on

donations received. In 2003, it says nothing went to
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veterans. In 2004, 1.4 percent.

What improvements are you making to see that more of the
money you raise goes to veterans programs and, in general,
what percentage of money yoﬁ raised this past year do you
think will go directly to veterans services, not solicitation
costs?

Mr. FRIEND. I don’t think our numbers are going to be
that much better. They are a little better this year, but
next year they should probably improve, and if they don’t
improve every year, quite frankly, we are in the wrong
business.

Mr. DAVIS OF VIRGiNIA. I can say that again. Thank you.

Chairman WAXMAN. Thénk you, Mr; Davis.

Mr. Van Hollen.

Mr. VAN HOLLEN. Thank you, Mr. Chairman.

In your statement, Mr. Friend; you said that nobody is
forced to contribute to your organization.

Mr. FRIEND. That is correct.

Mr. VAN HOLLEN. That, of Course, is true. They want to
conﬁribute to your ofganization because you solicit them on
the phone, telling them they are going to do good things fof
veterans.

In fact, the Hartford Courant that my colleague, Mr.
Davis, referred to in 2005 has part of the script: the

American Veterans Coalition is dedicated to helping veterans
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right here, fill in the name of the State, wﬁo are homeless
or in desperate need. The fogndation provides assistance to
these veterans in the form of food, . shelter, clothing, job
search assistance and any other reasonable request.

That is why people are giving to you because they think
the money that is going to you when they give you a doilar,
that most of it is going to. help veterans, and so I think a
lot of them would be very surprised and extremely disturbed
to find out exactly what is going on.

Now, as I understand it, you have been at this, as you
described it, a business, for a very long time. Beginning in
1999, you founded a non—prefit called Abundant Life
Foundation in California. Is that correcf?

Mr. FRIEND. That is correct.

Mr. VAN HOLLEN. When yeu did that, you hired a man named
Mitch Gold to conduct a telemarketing fuqdraising for your
organization. Is that correct?

Mr. FRIEND. That is also correct.

Mr. VAN HOLLEN. Mr. Gold, askI am sure you know, a
notorious figure in the world of chafitable organizations.

In fact, in 2002, a Federal judge sentenced him to eight
years in prison for charity fraud before he waslcaught, he
was apparently making $10 million a year, operating dozens of
non-profit organizations. Those were supposed to be helping

firefighters, police officer, children and veterans.
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The Orange County Register, a newspaper in California,
of course, characterized you as part of Mr. Gold’s ‘' ‘money
machine.’’ Do you recall that article?

Mr. FRIEND. Of course, it is completely incorrect.

Mr. VAN HOLLEN. But you hired him. Let me just say
this. They are saying here he went to prison in 2002. You
moved to Washington State, as I understand it. Is that
correct?

Mr. FRIEND. That is correct.

Mr. VAN HOLLEN. And began four operétions, charitable
operations: National Association for Disabled Police
Officers, the Disabled Firefighters Foundation and the
Children’s Cancer Assistance Program. is that correct?

Mr. FRIEND. That is correct.

Mr. VAN HOLLEN. These groups, you have testified,
operate under the same sort of approach with the
telemarketers? Is that right?

Mr. FRIEND. Yes.

Mr. VAN HOLLEN. How is it that you are really being that
different in the sense of Mr. Gold’s kind of operation?

It sounds like you set up businesses that are very
appealing to the public, charities from children’s cancer on
the one side to veterans, and you are raising a lot of money,

but very little of that money is going, at the end of the

day, to the people who all those callers, who want to help,
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hope it will go to.

Mr. FRIEND. I can’t speak for Mitch Gold, for Mitchell
Gold. I wasn’t a disciple of his, and a lot of the things-
that were written afe incorrect insomuch as they say I was a
pupil or he was a mentor. That is totally incorrect.

He raised money for us when we first got into this
business. Unbeknownst to the way we should do it, he gave us
a contract, if I recall, where he gave us so much money a
week and he kept the difference. He even went so far as
doing his own banking, as conducting his own banking. That
is a deal-breaker for us.

If we can’t control the purse strings_and the banking
and know where this money is éoing and can account for
everything, we don’t want anything to do with anybody in any
other way, shape or fashion.

Mr. VAN HOLLEN. Let me ask you this, Mr. Friend. If you
had a choicé as an individual to give between two Eharitable
organizations, one of which gave a lot more to the ultimate
beneficiary than the other, you would choose the one with. the
ultimate gain, right?

Mr. FRIEND. I would give to the one that gave a lot
more. '

Mr. VAN HOLLEN. There are lots of organizations out
ﬁhere to help veterans, isn’t that right?

Mr. FRIEND. True..
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Mr. VAN HOLLEN. A lot of them give more of every dollar
that is contributed to the veterans services, isn’t that
right? |

Mr. FRIEND. That is correct.

Mr. VAN HOLLEN. So, as an individual, you would give to
one of these other organizations before your organization,
isn’t that right?

Mr. FRIEND. At this time, I would. I hope that in the
future we grow into the area where you will want to give to
our organization.

Mr. VAN HOLLEN. Well, I think it is clear you would not,
as an individual, tfying to make sure your monies were used
to the help benefit veterans. |

Mr. FRIEND. At this time.

Mr. VAN HOLLEN. Let me ask you this. Do you have any
objection to disclosing publicly on a web site or your
materials how much of every dollar goes to fundraising
operations and costs, including the ones Mr. Waxman raised
with respect to the literature, and ho much actually goes to
veterans? Do you have any objection to that?

Mr. FRIEND. Well, we certainly do it over the phone. I
don’t know how.

Mr. VAN HOLLEN. Oh, you call over the phone and you tell
people that only 15 cents.

Mr. FRIEND. No, no. If someone asks us the question.
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Mr. VAN HOLLEN. I am asking you if you have any
objection to putting on your web site or on your literature
that you send out exactly how much is actually going to the
veterans. Do you have an objection to that?

Mr. FRIEND. I wouldn’t be happy with it, but I suppose I
would adhere to it.

Mr. VAN HOLLEN. Right. Why wouldn’t you be happy
telling people how their money is being spent?

Mr. FRIEND. Because, unfortunately, ali the charities in
the Country do hide behind what they call joint cost
allocation, and the only way you can grow to a point where
you can be and utilize that.. |

\

- Mr. VAN HOLLEN. But you wouldn’t mind if all charities
had to disclose, you are saying, if all Charities had to
disclose?- _

Mr. FRiEND. Oh, if all charities did? Absolutely not.

Mr. VAN HOLLEN. Right, but then everybody would know
that less of the money they gave to you went to veterans than
other organizations, correct?

Mr. FRIEND. I think thét would be all right as long as
it is the same playing field for everyoné.

Mr. VAN HOLLEN. I think it is important for people to
know where there is money going. We want to make sure that
people have confidence that when they are contributing to

veterans, it is going to veterans.




HGO347.000 ' PAGE 125

2694
2695
2696
2697
2698
2699
2700
2701
2702
2703
2704

2705

2706

2707

2708

2709

2710

2711

2712

2713

2714

2715

2716

2717

2718

Mr. FRIEND. No. I agree as long as it was the same-
playing field.

Mr. VAN HOLLEN. Thank you, Mr. Chairman.

Chairman WAXMAN. Thank you, Mr. Van Hollen.

Mr. Burton.

Mr. BURTON. Yes, I just have a couple questions.

I was interested. This Mr. Mitch Gold, how did you meet
that fellow? |
Mr. FRIEND. I met him through an individual that was

working at the time for Shiloh Ministries, that wanted to
briﬁg in some prodﬁcts from China. At the time before the
advent of the internet, it was much eésier to broker and act
in a broker capacity. |

Mr. BURTON. Had he had'an?.trouble with ﬁhé law before
he affiliated himself with you?

Mr. FRIEND. I wasn’'t privy to that, sir.

Mr. BURTON. Did you do any kind of a background check on
him or anything?

Mr. FRIEND. No, no, I didn;t. No.

Mr. BURTON. When you are talking about the kinds of
money that you are talking about, it seems to me that you
would want to know whether or not somebody has some kind of a
problem.

'Mr. FRIEND. Now, we do.

Mr. BURTON. You do now?
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Mr. FRIEND. Now.

Mr. BURTON. How much did he get away with? They
estimate $10 million before he went to jail?

Mr. FRIEND. Well, again, I am not privy to the
background on what exactly happened to Mitch Gold. I know it
was a lot, but at that time I didn’t know. I didn’t have
knowledge of it. That is all I can attest to.

Mr. BURTON. But when you are talking about that kind of -
money, I mean I had a business, and I didn’t deal with
anything like that, and we sure checked everybody out before
I did business with them.

Mr. FRIEND. Well, again, that was when we first got into

the business, and we were given so much a week.

Mr. BURTON. How about these new charities that you have?
Do you check the people out that YOu are dealing with there?

Mr. FRIEND. Yes, we do, and I'also make a point of going
whenever I can, as possible, and lumping some of these
vendors together. I make a point of going out and visiting
their organizations, looking at the way they raise money, and
I péy some pretty clbse scrutiny to it.

Mr. BURTON. I just want to follow up with one more
question, and I will yield to Mr. Shays.

That is I don’t understand why all the charities don’'t
divulge when they are soliciting money, the amount of money.

and the percent that is going to go to the charity involved.




HGO347.000 , PAGE 127

2744
2745
2746
2747
2748
2749
2750
2751
2752
2753
2754

2755

- 2756

2757

2758

2759

2760

2761

2762

2763

2764

2765

2766

2767

2768

I think everybody ought to do that.

I know it would discourage some people from giving to
some charities. I mean I saw some on this list I have given
money to that I wouldn’t after that; But if everybody did
it, I think that the public deserves to know that.

I know it would be a difficult thing for some of you-
folks oﬁt there because of the margin of profit that you are
making, but I think that that is one of the things we ought
to look at legislatively.

In the Supreme Court decision, did they say anything
about, in any of those decisions, that you did not have to
divulge the amount of money that was being used for overhead
and -the amount that was going to the charity? Was there
anything in any of the decisions?

| Mr. FRIEND. Is this directed to me?

Mr. BURTON. Any of you? _

Mr} BOROCHOFF. Well, what is intéresting about that -
decision, as long as you don’'t go out and lie and specify a
éertain amount, you are okay.

Mr. BURTON. What I am wondering is it has not been
tested in the court that the legislative branch of Government
could mandate that the percentage that is going for the
charity and the percentage that is going for overhead be
divulged. What I am trying to make is it has not been tested

in court from what I have heard today.
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Mr. BOROCHOFF. There has been like four cases, four
Supreme Court cases, to my knowledge, concerning this issue,
as a First Amendment issue, highly controversial.

Mr. BURTON. In that First Amendment issue you are
talking about, did it say specifically that they did not have
to be required to divulge the amount that was going for
overhead and the amount £hat was going for the charity.

Mr. BOROCHOFF. Yes, at point of solicitation, they are

not required to.

Mr. BURTON. So, they are not requifed to, and the
Supreme Court upheld that? All right, okay.

I yield back.

Chairman WAXMAN. Thank you, Mr. Bufton.

Mr. Cummings.

Mr. CUMMINGS. Thank you very much, Mr. Chairman.

I must tell you, Mr. Friend and Ms. Seman, that this
testimony has been a bit painful and, in my opinion, you give
reputable charities a bad one. That is why I want to ask Ms.
Carroll just a few gquestions about TAPS.

Ms. Cérroll,.it appears to be more efficient in they

seem to be more efficient at fundraising. We have heard that

many of these other organizations use for-profit corporate

fundraisers to do direct mail and telemarketing solicitations

and, as a result of those professional solicitors, keep 80 to

90 percent of the contributions. Did you hear that
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testimony?
 Ms. CARROLL. Yes, sir.

Mr. CUMMINGS. I understand that TAPS does not cﬁrrently
use a for-profit fuﬁdraising company to raise its money, but
you did try it at one time. Is that correct?

Ms. CARROLL. Yes.

+Mr. CUMMINGS. Why did you first decide to try raising
money through a for-profit direct mail campaignh?

Ms. CARROLL. We were approached by the firm, and they
gave a very compelling case for this being a solid way to
raise money. One of our sister organizations that I
mentioned in my testimony, COPRPS, Concerns of Police
Survivors, does use that. WeAtried it for a year. We found
the percentage far too high ahd terminated that agreement.

Currently, we have an in-house development director.
She is the surviving sister of Captain Blake Russell, who was
killed in Ifaq, and not only is she now raising money for us
internally, but it is also part of her healing.

Mr. CUMMINGS. She probably has a passion for it.

Ms. CARROLL. She absolutely does. When she is
connecting with our donors and with our families, she is
connecting from the heart.

Mr. CUMMINGS. Now what kind of promises did your
fundraiser make, the telemarketing fundraiser maké to you?

Ms. CARROLL. Well, that over time, as they build a house
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file from the direct mail, there would be quite a bit of
money, revenue coming in. After seeing this in place for a
period of approximately one year, we determined this was not
an appropriate way for us to be managing, and the ratio was
far; far too off, and it did damage our ratio for a period
which we are very, very disturbed about.

Mr. CUMMINGS. Well, let me ask you this. How much money
did you make under the telemarketer? How much money did you
make?

Ms. CARROLL. If T could just defer to our CFO here.

Mr. CUMMINGS. Sure.

Ms. CARROLL. If is upsetting to say that our income was
apprbximately $50,000 to their total of $500;OOO.

Mr. CUMMINGS. Wait a minute. Let me get this right. I
know I didn’t hear that right.

Let me get this right. They got $500,000, and you got
$50,0007? | |

Ms. CARROLL. Yes, sir, that is correct.

Mr. CUMMINGS. Jiminy Christmas.

Ms. CARROLL. And we terminated that very quickly, and it
was a regrettable experience.

Mr. CUMMINGS. You did something that Ms. Seman just
talked about, and she said that it was almost impossible to
terminate these agreements and they had to be long rahge.

Did you find that they were requiring long range agreements?
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Ms. CARROLL. They did, and we terminated immediately
upon making the bdard decision.

‘Mr. CUMMINGS. So provisions in your contract allowed you
terminate?

Ms. CARROLL. Yes.

Mr. CUMMINGS. They did pretty good now in a year. Was
it a year? How many years?

Ms. CARROLL. It was approximately one year.

Mr. CUMMINGS. In one year, they made 450,000.

Ms. Carroll, what methods are you using to raise now? I
think you told me that a minute ago.

Ms. CARROLL. We have one of our most successful
fundraisers is the Marine Corps Marathon. We have a team in
which every runner honors a fallen service member. Many of

those runners are .themselves, surviving families. They run.

" This year, we raised over $200,000.

Mr. CUMMINGS. So that is a much better rate.

Ms. CARROLL. Yes. Yes, that is a wonderful rate, and
the really great thing about the program is we are bringing
together the families. |

Mr. CUMMINGS. Last but not least, Ms. Seman and Mr.
Friend, I am so giad you had an opportunity to hear that
testimony. Perhaps we can improve on your performance.
Perhaps we can see more money going to the appropriate folks.

You say you have no other option than to use direct mail
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and telemarketing, but that is not true, is it?

Ms. SEMAN. I never said I had no other option. I said I
was locked into a contract for right now and that we weren’t
going to do that in the future. That is what I said.

Chairman WAXMAN. Mr. Cummings, I am going to have that
as a question that you put out there rather than get the
answer because'I think it is the kind of question that we all
shoﬁld think about.

Mr. Shays;

Mr. SHAYSf Thank you, Mr. Chairman.

Ms. Seman, you are under oath. Mr. Friend, you are
under oath. All of you are under oath.

,Ms. Seman, how much do you maké? Howvmuch does anyone
in your family make from this? |

'Ms. SEMAN. I make $85,000 a year; none of my family
members.

Mr. SHAYS. You make $85,000 a year?

Ms. SEMAN. Yes.

Mr. SHAYS. Mr. PFriend, I wént to know how much you make
overall from all four of your chafities. |

| Mr. FRIEND. Myself?

Mr. SHAYS. Yes.

Mr. FRIEND. About $85,000.

'Mr. SHAYS. How much does any of your family members

make?
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FRIEND. My wife makes about.the same.

SHAYS. Not about, I want to know what she makes.
FRTIEND. About $85,000. I think we made a hundred.
SHAYS. Does anybody else in your family make any
om this?

FRIEND. Yes.

SHAYS. Who else?

FRIEND. A small amount, my father-in-law works in a -
of working in the office in regard to.

SHAYS. Anybody else in your family?

FRIEND. No.

SHAYS. Do any.of you get a kickback from the firms
it |

FRIEND. No, no.

SHAYS. Do you get a kickback from anyone?

FRIEND. No. |

SHAYS. Do you make money from any other source?
FRIEND. No.

SHAYS. Ms. Seman, I don’t understand why you just
t rid of yoﬁr foundation.

SEMAN. We are in the process of doing that right

SHAYS. Just dissolve it.
SEMAN. We are in the process.

SHAYS. Yes, vyes.
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Mr? Friend, I think it is just bull thaf you have to
hire these folks to do your calls. I think it is a ripoff to
the public, and I think you are in the business just to make
money. I don’t think you are there to help cancer patients,
the police or the veterans.

You tell me how I should believe you are in the bﬁsiness
to help people.

Mr. FRIEND. Unless our numbers can start to prove
otherwise, then I would agree with you, and I think that I
wouldn’t stay in the business unless I felt that our numbers
were going to.

Mr. SHAYS. You have been in the business too long to
make that statement. You have been in thé-business over five
years.

Mr. FRIEND. That.is correct.

Mr. SHAYS. Yes, well, it is pretty‘pathetic.

Mr. Chairman. ' |

Chairman WAXMAN. Thank you very much, Mr. Shays.

We thank all the witnesses for.being here today.

We are going to have another heéring in January, and we
are going to work on this issue because it is one I think we
owe to our veterans and all of the people who give to
charities.

Thank you for being here.

The Committee stands adjourned.




HGO347.000

2944

[Whereupon,

at 1:15 p.m.,
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the committee was adjourned.]






