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The Surdna Foundation

and the Regjection of a Donor’s I ntent

Summary: The Surdna Foundation, estab-
lished by John Emory Andrus 90 yearsago,
is a philanthropy whose mission has been
subverted by its management. Andrus made
hisfortunein chemicals, timber harvesting,
mineral extraction, andreal estatespecula-
tion. Today his foundation funds nonprofit
groups that clamor for Big Government
policiesto tax, restrict, or outlaw the work
that funded the foundation’s creation.

the name John Emory Andrus and

ost peoplewill giveyouablank stare.

ndrus was once one of the weal thi-

est men in America; his fortune was esti-
mated at between $100 million and $800 mil-
lioninthelate 1920s, althoughthe 1929 stock
market crash caused it to decline consider-

ably in the years before his death in 1934.

Likehiscontemporary, Henry Ford, Andrus
grew uprelatively poor and accumul ated his
fortune by working hard and investing
shrewdly. Although incredibly wealthy,
Andrus lived modestly. The Multimillion-
aire Straphanger, thetitle of the only biog-
raphy about him, suggests the extent of his
frugality. In Andrus' s time, New York City
subway riderswere called straphanger sbe-
cause they had to grip overhead straps to
maintain their balance. Rather than use pri-
vate transportation, Andrus rode the sub-
way to work.

Likeanother wealthy contemporary, theoil
magnate J. Howard Pew, Andrus eschewed
publicity and preferred to keep hisname out
of the newspapers. He did not want fame or
public recognition for his charitable work.
Indeed, when Andrus established his own
foundation, he gave it his surname back-
wards—Surdna—in order to discourage
publicity.

By David Hogberg

The SurdnaFoundation founder and the man now in charge of negating his donorintent:
thelateJohn Emory Andrus (aboveleft)and current SurdnaFoundation president Phillip
Henderson.

Unfortunately, Andrus shares something
elsewith Fordand Pew. After their deaths, the
charitable foundations these men created
went on to disburse money in ways that
violated the philanthropic objectives that
they hadinmind. Andruscreated the Surdna
Foundationin 1917 and later willed it 45% of
his fortune. The charities the foundation
supportedintheyearsimmediately following
1917 give a strong sense of how Andrus
wanted hismoney to bespent after hisdeath.
During Andrus's life, the foundation gave
primarily to hospitals, churches, colleges,
and other charitable endeavors.

But by 1989, the Surdna Foundation had
distanced itself from the charitable practices
of itsfounder. That year Surdna’ s board of
directors established an Environment and

Community Revitalization program. Asare-
sult, the foundation now gives grants to
many environmentalist groups whose poli-
cies are anything but consistent with the
causesAndrussupportedduringhislifeand
areactually hostileto thewaysby which he
made hisfortune. | nshort, the SurdnaFoun-
dationisviolating its donor’ sintent.
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What IsDonor Intent?

Foundation trustees are usually reluctant
to say anything other than that afoundation
should distributeitsfundsin amanner con-
sistent with the wishes of the person who
established it. To do otherwiseisto violate
what is known asdonor intent. In hisbook,
TheGreat Philanthropistsand the Problem
of 'Donor Intent,” Capital Research Center
senior fellow Martin Morse Wooster
chronicles the legal history of the concept
and describes some very high-profile viola-
tionsof it, includingtheFord Foundationand
the J. Howard Pew Freedom Trust. Today,
both make grants to liberal activist groups
that advocatehigher taxes, moregovernment
regulation, and more spending on social
welfare programs.

Such grant-making isfar removed from the
views on government held both by Henry
Fordand J. Howard Pew. Wooster notesthat
“Henry Ford’ shelief inself-relianceand com-
munity self-helpwascoupledwithanintense
dislikeof government.” Fordwasan outspo-
ken critic of theNew Deal and theonly major
industrialist who refused to participate in
President Franklin D. Roosevelt’s National
Recovery Act. Ford actually seemed reluc-
tanttosetupaprivatefoundation, butyiel ded
asaway to protect hisfortune from inherit-
ancetaxeswhen hedied. Fordtold areporter
that he did not want his foundation to pro-
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mote government dependency: “My old
motto, ‘ A chanceand not charity,” will bethe
spiritof theFord Foundation. | donotbelieve
in giving folksthings. | do believein giving
themachancetomakethingsfor themselves.”

When J. Howard Pew co-foundedthe Trust
in 1957, according to Wooster, he gave spe-
cificinstructionsthat it be used:

to “acquaint the American people” with
“theevilsof bureaucracy,” “theval uesof
afreemarket,” “the paralyzing effects of
government controls on the lives and
activities of people,” and “to inform our
peopleof thestruggl e, persecution, hard-
ship, sacrifice and death by which free-
dom of the individual was won.” Such
“forms of government as “Socialism,
Welfarestateism[and] Fascism...arebut
devicesby which government seizesthe
ownership or control of thetools of pro-
duction.”

After Ford and Pew died, their foundations
were gradually taken over by people who
were not sympatheticto their viewson gov-
ernment. Instead, thefoundationsbeganfund-
ing groups with an agenda focused on ex-
panding the size and scope of the federal
government, a clear violation of the donor
intent of both men.

John Emory Andrus’sintent in endowing
the Surdna Foundation is less clear. Unlike
Ford, Andrus did not extensively articulate
hisviewsongovernment. AndunlikePew, he
did not leave specific instructions for his
foundation. Neverthel ess, someinsightscan
be gained from his biography. George P.
Morrill, author of The Multimillionaire
Straphanger,described Andrusas” thecom-
pletelaissez-fairebusinessman. Hebelieved
insimplecapitalismall hislife.” Additionally,

Under his code, a man was responsible
for his own welfare. Therefore he was
obliged not only to earn hisbread by his
own brainand sinew but toguard himsel f
from anything that threatened his wel-
fare. Thedangersincludedbusinessmen,
the government, genteel beggars, high
taxes, frivolous pursuits, intemperance,
and waste in any form.

Listingthesimilaritiesbetween Andrusand
hisbusinesspartner, ThomasBarlow Walker,
Morrill notes that, “Both men had clashed
withgovernment investigators—whomthey
impatiently considered stumbling blocksin
the path of progress.”

Andrus’ s political career also offers some
insights. After abrief stint asmayor of Yon-
kers, New Y ork, he served four termsin the
U.S. House of RepresentativesasaRepubli-
can beginningin 1905. In Congress, Andrus
steered a moderate course: he was not an
advocate for expanding the role of govern-
ment but did support expenditures to fund
public buildings in his home district. The
biggest fight Andrus picked whilehewasin
theHousewashisattempt tostopthefederal
government from spendingtoo muchmoney.
Andrus opposed a proposal to have the
federal government buy landinWashington,
D.C. to create Rock Creek Park. He was con-
vinced that land speculators were trying to
fleece Uncle Sam because the speculators’
asking price for the land was $600,000, well
above the $230,000 assessed value.

Lateinlife, and after he had established the
Surdna Foundation, Andrus gave some in-
sight into hisviews on philanthropy:

Thereshouldbeefficiency incharity. The
United StatesSteel Company isefficiently
managed. So are many other great enter-
prises. Why shouldn’t philanthropy be
organized and handled just asefficiently
asagreat businessventure?That’ swhat
I’'m aiming at. And it will be the biggest
thing ever attempted in that line.

| hateto seeunfortunateor crippledboys
andgirls, buttherearemanyother kinds
of misfortune, affecting children and
grownups alike. Maybe you don’t real -
izeit, butif | wereto attempt to answer all
the letters | get for money, | wouldn’t
have time to half keep up with the job.
[Italics added.]

Note that Andrus clearly had the lessfor-
tunateinmindwhenheconsidered charitable
giving. Nowhereinthat passageisthereany
indication that he would have wanted his
philanthropic giving to fund organizations
involved in political activism.

Surdna Foundation

Andrus, the free-wheeling, larger-than-life
capitalist, would no doubt be aghast at how
his foundation spends his money today.

The SurdnaFoundation, basedinNew Y ork
City, devotesasignificant portionof itsgrant-
making budget to anti-devel opment environ-
mentalist groups that favor policies that
wouldmakelifedifficultfor real estatespecu-
latorslike Andrus. In 2006, about $4.9 million
ingrants—15% of Surdna’ stotal giving that
year—went tothefoundation’ senvironmen-
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tal program. According to the portion of
Surdna’ swebsitedevotedtoitsenvironmen-
tal program,

theenvironmentisat great risk duetothe
interrelated threats of global climate
change, biodiversity lossand unsustain-
able levels of resource
consumption....Our goalsareto prevent
irreversible damage to the environment
and to promote more efficient, economi-
cally sound, environmentally beneficial
and equitable use of land and natural
resources.

Thenatureandthreat of global warming are
debatable, and, thanksto the late economi st
Julian Simon, notions such as “unsustain-
able levels of resource consumption” have
beendiscredited. But Surdna sendorsement
of these opinionsclearly putsitinthe main-
stream of environmentalist thinking.

The principal focus of Surdna's environ-
mental giving is the promotion of “smart
growth.” A monograph available on its
website, entitled “Livability and Smart
Growth: LessonsFromaSurdnaFoundation
Initiative,” examines Surdna’s Initiative on
Smart Growth, which ran from 1998 to 2003,
and wasfocused on the states of Maryland,
New Mexico, New Jersey, and Utah. It seems
highly unlikely that John Emory Andrus
wouldapproveof theconcept of smartgrowth.
Indeed, funding smart growth is the most
egregious, although not the only, manner in
which Surdna senvironmental programvio-
lates donor intent.

According toitslatest (2006) Form 990 tax
return, Surdnahasover $859 millioninassets.
(TheWall Street Journal reported earlier this
year that it now has $900 million in assets.)
That putsit inthetop 100 of all foundations
inthe U.S. and ahead of some other notable
foundations, such asthe Rockefeller Broth-
ers Fund and George Soros’ s Open Soci ety
Ingtitute. From 2004 to 2006, Surdna made
over $88.8 million in grants.

Itspresident, 38-year-old PhillipHenderson,
washiredin January of thisyear. Previously
he was the vice president of the German
Marshall Fund of theUnited Stateswherehe
oversaw policy research, fellowships and
grants to organizations supporting democ-
racy and foreign and economic policy.

Andrus was a devoted family man, who
kept hischildreninvolved in hisbusinesses
and charitable work. Thus, it is no surprise
that two descendants of Andrus, Elizabeth
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H. Andrusand John E. AndrusllIl, currently
sit on the foundation’ s board of directors.

Surdna’ swebsite suggeststhat thecharity
hasremained truetotheintent of itsfounder:
“Family stewardshipof Surdnaover theyears
has been informed by Mr. Andrus’ values:
thrift, practicality, modesty, loyalty, excel-
lenceandanappreciationfor direct serviceto
thoseinneed.” Andto anextent, thatistrue.
Looking at Surdna's 2006 tax return, one
findsmany grantsto organizationsthat arein
keeping with the giving the Surdna Founda-
tionundertook while Andruswasalive, such
as gifts to the Orange County High School
For The Arts, the Plymouth Congregational
Church, and Andrus' salmamater, Wesleyan
University.

But other grantsindicatejust how far Surdna
hasdrifted away fromitsfounder’ svalues. It
seemshighly unlikely that adedi catedfamily
man, devout M ethodist, and Republicanlike
Andrus would approve grants that Surdna
madein2006togroupsliketheLambdal egal
Defense and Education Fund ($25,000),
Planned Parenthood ($26,000) or the Tides
Center ($463,500).

Chemicals

Andrus made a part of hisfortune by run-
ning chemical compani esthat produced phar-
maceutical products. One of his early suc-
cesses was Pepsin, an extract from hog's
stomach that aided in relieving indigestion.
Eventually, Andrus merged his chemical
companiesintoone, ArlingtonChemical. The
number of productsArlington Chemical pro-
ducedwasextensive. Oneof itsmost popul ar
products was Cultol, amild but foul-tasting
oral laxative, which Arlington Chemica made
palatable by adding chocolate flavoring.
Another was “Liquid Petonoids with Creo-
sote,” amedicinethat waswidely usedinthe
early 20th century becauseit wasso effective
at treating chest coughs. Indeed, while he
was writing Andrus’ s biography in the late
1960s, Morrill managed to track a sample of
theremedy downandtry it on anasty cough
he had developed. Accordingto Morrill, his
cough abated in about three days.

What to make, then, of the $400,000 in
grantsthat Surdnagaveto the Environmen-
tal Working Group (EWG) between 2003 and
20077 Although the funds were for the pur-
pose of producing reports on “land use,
transportation, [and] climateand biodiversity
health,” did it escape the notice of Surdna
grant makers that the Environmental Work-
ing Group’s specialty is the phony public
health scare?

FoundationWatch

Unsubstantiated claims about PCB levels
in salmon causing cancer and “dangerous’
pesticide levelsin drinking water and baby
food are among just a few of EWG’s more
irresponsiblecampaigns. (For moreinforma-
tiononEWG, see” TheEnvironmental Work-
ing Group and Trial Lawyers: Chasing after
Monsanto and DuPont,” by Martin Morse
Wooster, Organization Trends December
2005, and “The Environmental Working
Group: Peddlers of Fear: Junk Science Spe-
cialists Foment Public Health Scares,” by
Bonner R. Cohen, Organization Trends Janu-
ary 2004.)

In recent years, EWG has gone after phar-
maceutical companies for supposedly dis-
charging chemicals that poison water sup-
pliesandfor allegedly using toxiclevelsof a
family of chemicalscalled phthal atesinprod-
uctssuchasskinmoisturizer. If Andruswere
alivetoday andstill running ArlingtonChemi-
cal, hewould likely be one of Environmental
Working Group’s primary targets.

Timber and Minerals

In the 1870s Andrus met Thomas Barlow
Walker, who would eventually become his
businesspartner. Itwasanidea match. Walker
lackedfundsforlandinvestmentshewanted
to make, but had extensive knowledge of the
vast timberlandinMinnesota. Andrusknew
very little about Minnesota timberland, but
had money to invest. It was also perfect
timing: inthe 1870srailroad builder James J.
Hill expanded his railroad operation into
Minnesota, making timber-harvesting a vi-
able enterprise. Soon, Andrus and Walker
were making millions supplying timber from
Minnesota. They would later expand their
timber operationsto California.

Later Andrus would buy a huge tract of
land, 800,000 acres, in New Mexico. He sold
300,000acresfor aprofit, andkept theremain-
ing500,000for minera extraction. Eventualy
0il, potassium carbonate, and other valuable
minerals were found on that land.

Thegreat irony isthat thefortunethat was
in part made through timber harvesting and
mineral extractionisbeing used now tofund
groups that oppose timber harvesting and
mineral extraction. To be fair, it should be
noted in their day, both Andrus and Walker
were conservationists. Both believed that a
treehadtobeplantedfor every treecut down.
Andsomeof Surdna’ sgrants, such asthose
totheForest Guild, seeminkeepingwiththat
view of conservation.

However, other grants have goneto orga-
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nizations that oppose or discourage timber
cutting:

*In May 2007, Surdna awarded a $50,000
grant to the Alaska Wilderness L eague to
support its efforts at “public education,
grassroots and membership development
efforts to enact public policy that protects
Alaska’'s wilderness quality lands, particu-
larly America's Arctic.” Among the public
policiesthat the Alaska Wilderness L eague
supportsare ending logging inthe Tongass
and Chugach National Forests and fighting
oil and natural gas exploration in the Arctic
National Wildlife Refuge.

*Surdna has given heavily to the Pacific
Forest Trust in recent yearsfor the purpose
of establishinganew fundto preserveforest-
lands. Its most recent grant (2007) to the
Pacific Forest Trust, however, was $80,000
for thepurposeof “ development of anational
consensus on forest management that will
most effectively and durably mitigate global
warming and create the partnerships and
coalitions necessary to move this forward
both scientifically and politically.” Thisisa
subtleway of discouragingtheuseof forests
for timber. Under the Pacific Forest Trusts
“Forest Climate Program,” acompany wish-
ing to purchase carbon offsets can do so
throughtheconservation easementsowned
by the Pacific Forest Trust. A conservation
easement isavoluntary legal agreement en-
tered into between a property owner and
either a conservation organization or gov-
ernment agency that permanently restricts
useof theproperty owner’ sland. A property
owner gets atax break in exchange for the
easement. According to the Pacific Forest
Trust, it “represents landowners who have
forest-based carbon credits from agrowing
portfolio of privateforestlandsinthe Pacific
Northwest.” The money culled from selling
carbon creditsgoesto manageexisting ease-
ments and purchasing new ones. Of course,
any easement that is dedicated to carbon
offsets cannot be used for logging.

Real Estate

Andrus’ ssuccessin businessactually be-
gan in rea estate speculation. He would
parlay the money he made in real estate to
fund hisother ventures. Andrushad aknack
for buying land that was undervalued but
ripe for development. His first major deal
camein 1863. Andrus had acquired ateach-
ingjobinBayonne, New Jersey, not far from
theNew Jersey shorelinenear New Y ork City.
Much of that shoreline was unused, and
Andrusfelt that it would be very valuableif
developed. Andrussought out the manwho
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ownedtheproperty and convincedtheowner
tolethimwork ashisreal estateagent. Andrus
then got an appointment with President J. A.
Bostwick of the Standard Oil Company, to
whom he sang the praises of the Jersey
shoreline. Eventually, Standard Oil agreed,
bought some of the property, and began
buildingarefinery there. Standard Oil did not
pay Andrusacommission, but did offer him
aloan, which heaccepted, to buy 500 shares
of company stock worthabout $32,000 at the
time.

What Andrusrealized wasthat if Standard
Oil moved into that area, the adjoining land
wouldgoupinvalue, evenamarshy subplot
that seemed worthless. Andrusthen secured
the funds to purchase the subplot. He later
sold part of the land to pay off the loan
Standard QOil had given him to purchase the
stock, andthenhesoldthestock itself, pock-
etingatidy dividend. Nearly 50yearsl|ater, he
sold the remaining land to Standard Oil for
over $1 million.

Withinafew years, Andrushad asmall real
estate empire centered in Newark, Jersey
City, and Yonkers. He sought empty lots,
shabby tenements, and small stores. He par-
ticularly liked corner lots, which hefelt were
always certain to risein value. Once neigh-
borhoodsdevel oped, the demand for corner
saloons and grocery storeswould soon fol-
low, and Andruswoul d makehefty profitson
hisinvestments.

However, successful real estate specula-
tiondependsheavily onfuturedevel opment
prospects; that is, there have to be busi-
nessesand homemanufacturersthat want to
purchasethelandand build onit. Onehasto
wonder, then, what Andruswoul dthink about
the Surdna Foundation giving money to en-
vironmental organizations that wish to cur-
tail development.

Environmentalistsseldom say they want to
stop growth, and instead argue for burden-
some so-called smart growth policies. As
James Dellinger and Ryan Balispoint out in
the October 2006 Organization Trends
“smart growth advocates have onething in
common: they fear that humanity isrunning
out of ‘open space.”” They fear that more
development will lead to more “suburban
sprawl,” andthat inturnwill lead to defores-
tation, more traffic congestion, moreair pol-
lution, and higher crimerates. Smart growth
advocatescall for“ openspace” lawsthat put
land of f-limitsfor development. Dellinger and
Balisstatethat smart growthadvocatesal so:

“call for restrictive ‘growth boundaries,” a
land-use policy that mandates where devel-
opment may and may not occur, and ‘ mixed-
use’ development, a type of planning that
favors dense high-rise housing combined
withoffices, retail shopping, andpublicinfra-
structure, often contained within the same
structure.”

The Surdna Foundation funds a bevy of
environmental organizationsfor the express
purpose of promoting smart growth:

*|n 2005, Surdna gave $200,000 to Smart
Growth America to “help build a strong,
sustainable smart growth movement.”

* From 2001 to 2004, Surdna gave over $1.3
millioningrantsto Albuquerque-based 1000
Friendsof New Mexicofor “work with partner
organizationsand astatewide‘ smart growth’
coalition to implement a campaign and re-
lated projectsat thelocal, regional and state
level to changethedirection of growth man-
agementinNew Mexico.” From 2005 to 2007,
Surdnagave $300,000to Portland-based 1000
Friends of Oregon to help it teach “a new
generation to recognize the connection be-
tween land use planning and a livable fu-
ture,” and educating “a new generation of
Oregonians about the benefits of smart
growth principles.”

*The Maryland-based Chesapeake Bay
Foundationreceivedover $1.1millioningrants
from Surdnabetween 2001 and 2004 for “work
on smart growth issues in the Baltimore re-
gion” andfor “ smart growth advocacy state-
wide.”

*The Coadlition for Utah's Future received
$800,000 in grants from Surdnafrom 2000 to
2003forits" Envision Utah” project. Specifi-
cally, thegrantswent to Envision Utah, which
describesitself as“apartnership for quality
growth,” for the “implementation of the
growth strategy that it developed for the
Greater Wasatch Areasurrounding Salt L ake
City.” Interestingly, Envision Utah doesn’t
usetheterm“smart growth” onitswebsiteto
describeitsactivities. However, two parts of
its website give a pretty clear idea exactly
what typeof “ growthstrategy” itispursuing.
One section showsall of the other organiza-
tionsthat Envision Utah hasshareditsgrowth
strategy with, and they include many smart
growth groups, including Funders Network
for Smart Growth and Livable Communities
andtheU.C.L.A. Smart Growth Conference.
Another portion of thewebsiteincludesafile
on strategiesthat will make*it economically
attractive and possible for developers to
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provideaffordablehousing, evenwhenland
costs are high.” Since Utah is a sparsely
populated state, there should be plenty of
relatively cheap land available for develop-
ment. Thus, thereis no reason for Envision
Utahtobeconcerned about highland prices,
unlessitissupporting smart growth policies
that put land off-limits for development,
thereby driving the price of remaining land
higher.

*n 2002 Surdnagave $200,000 to the group
New Jersey Futurefor “building the organi-
zational, outreachand coll aborativecapacity
of a national network of state and regional
smart growth advocacy organizations.”

* Natural ResourcesDefenseCouncil received
a$300,000 grant in 2005 and a$150,000 grant
in 2007 from Surdnato “develop a national
standard for neighborhood design that inte-
grates green building and smart growth.”

Between 2000 and 2004, Surdnaawarded $6
million in grants to the Pacific Forest Trust,
which sees development as a menace.
“Breakup and conversion to residential de-
velopment are among the biggest threats
facing private forests in the U.S,” the
grantee’s website states. Pacific Forest
Trust's “work is essential to keeping our
forest landscape intact.” Surdna's tax re-
turns described most of the grants as an
“anchor investmentinaninnovativeconser-
vation forestry investment fund targeted to
preserve forest lands in the Pacific North-
west.”

ItisdifficulttoimagineAndrus, theaggres-
sive real estate speculator, tolerating smart
growth, whichcallsfor governmentsto enact
restrictive land use policies that frustrate
developersand speculators. Butitiseasy to
imagine Andrus, who was naturally suspi-
cious of government power, being skeptical
of suchpolicies, whichcriticssay exacerbate
the very problems they are supposed to
alleviate. According to Dellinger and Balis,
“By blocking new road construction, motor-
ists face longer and more congested com-
mutes. And by blocking new homeconstruc-
tion, residents end up moving to the more
affordablesuburbsanddrivingfarther tothe
urban cores.”

Conclusion

The SurdnaFoundation viol atesthe donor
intent of John Emory Andrus by giving to
groups engaged in political activism, some-
thing that the foundation did not do while
Andruswasstill alive. It further violateshis
intent by giving to organizations that are
hostile to the industries in which Andrus
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made hisfortune, the very fortuneto which

the Surdna Foundation owes its existence. Please remember

Capital Research
Center
in your will and
estate planning.
Thank you for
your support.
Terrence Scanlon,
President

Surdna thus joins alist of foundations —
Ford, Pew, Rockefeller, MacArthur — that
have gone on to violate the philanthropic
intent of their benefactors. The men who
created these foundations had no intention
of seeing their riches used to fund activist
groups that push for ever-expanding gov-
ernment. Surdnaisnotthefirstfoundationto
betray the ideals of its founder. Unfortu-
nately, it probably won't be the last.

David Hogberg is a writer living in Wash-
ington, D.C. He previously was a senior
research associate at Capital Research
Center.
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An Important Reminder for CRC Supporters 70% Years of Age or Older

The Pension Protection Act of 2006 permits taxpayers to directly contribute funds from their Individual Retirement
Accounts (IRA) to a 501(c)(3) nonprofit organization. Specifically, this law lets you transfer funds from your IRA
to a qualified charity without paying tax. Under the previous law you had to report as taxable income any amount
taken from your IRA. Any tax deduction you took for charitable contributions was limited to 50% of your adjusted
grossincome. By contrast, the law now allows IRA gifts without these tax complications. You may take advantage
of this law if:

*You have attained the age of 70% on the date of transfer.

*You own a traditional IRA or Roth IRA.

*You transfer no more than $100,000.

*Your transfer is an outright gift.

*Your transfer is made directly from the plan administrator to the charity.

The law does not apply to gifts from 401(k), 403(b), defined benefit, profit-sharing, Keogh, and employer-sponsored
SEP accounts.

This option is only available for gifts made on or before December 31, 2007. Capital Research Center does not
offer legal or tax-planning advice. Contact your investment professional for additional information.
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A cautionary tale first published in
1994, this third edition by Martin
Morse Wooster testifies to the con-
tinuing importance of the issue of
donor intent. It contains new mate-
rial focused on the ongoing
Robertson Foundation v. Princeton
University case and an update on the
tragic battle over the Barnes Foun-
dation. An Executive Summary is also
included.

Martin Morse Wooster
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$14.95 (plus shipping)
To order, call 202-483-6900
or visit
http://www.myezshop.com/capital_research/
or mail your check and book order to:
Capital Research Center
1513 16th Street, NW
Washington, DC 20036

Wooster, senior fellow at Capital
Research Center, tells a cautionary
tale of what has gone wrong with
many of this country’s preeminent
foundations. But he also shows
that other foundations, such as
those established by Lynde and
Harry Bradley, James Duke, and
Conrad Hilton, safeguard their
founders’ values and honor their
intentions.
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PhilanthropyNotes

The Canaan Valley Institute, a water-conservation nonprofit created by Representative Alan Mollohan, (D-West Virginia),
would not get any more tax dollars next year if a bill approved by the House of Representatives becomes law. The Institute
has received $30 million in federal grants so far, largely because of Mollohan, now under Justice Department investigation
over allegations he financially benefited from directing federal aid to nonprofits he supports. House appropriators approved
three grants for the group earlier this year, but later changed their minds.

Senate Finance Committee chairman Max Baucus (D-Montana), told the Chronicle of Philanthropy that cracking down on
charitable abuses and imposing new regulations on nonprofit groups such as hospitals is not a high priority for him. “That’s
not at the top of my list.” Baucus said he supports extending a law that allows people to give money from their individual
retirement accounts to charity without paying any taxes. It expires at the end of 2007. But he is uncertain that a deficit-
conscious Congress will support expanding a foundation-supported proposal to allow more types of groups to accept such
gifts and increase the amount donors can give. “I'd like to extend it as far into the future as we can, but recognizing the
limitations that we have.”

Vice President Dick Cheney and his wife, Lynne, are giving $1.8 million to the University of Wyoming, a sum that will be
matched by the state of Wyoming. The money will be used to create study-abroad scholarships.

Former president Bill Clinton pushed philanthropy and lashed out at global capitalism in a recent speech to a London
audience, the Financial Times reported. “We basically have a global economy without a global social policy,” said Clinton,
who created the William J. Clinton Foundation after he left the White House. “Between now and the time we finally
achieve that —if ever— we have to maximize private charity and private giving.”

The U.S. Treasury Department has frozen the bank accounts of the Martyrs Foundation and Goodwill Charitable Organi-
zation for allegedly providing support to the terrorist group Hezbollah. The government said the Goodwill Charitable Organi-
zation (not affiliated with Goodwill Industries) is a Hezbollah front group that reports directly to the leadership of the Martyrs
Foundation in Lebanon. In a separate action, the Treasury Department froze U.S. assets of the Palestine-based Al-Salah
Society, alleging the group is a front for Hamas, another terrorist group.

Critics say an American Red Cross aid program for victims of Hurricane Katrina is too secretive and strict. The program,
called “Means to Recovery,” pays up to $20,000 for building materials, used cars, and job training. Evacuees and charities
that have applied for grants complain that because the program was not advertised, many families had no opportunity to
apply, and those that did had to file a 20-page application and waited more than a month for a reply. “The frustration level is
overwhelming, and much of it is legitimate,” said Mark Everson, president of the American Red Cross, echoing words he
uttered when he was head of the Internal Revenue Service from 2003 to May of this year.

Meanwhile, Johnson & Johnson is suing the American Red Cross, alleging the charity is violating a long-held trademark by
selling products such as humidifiers, toothbrushes, and combs under its own brand. The company says it holds exclusive
rights to use the Red Cross trademark on commercial products. Red Cross president Everson described the lawsuit as
“obscene.”

The Rockefeller Foundation will hand out $70 million over five years “to build the resilience of communities most likely to
be hardest hit by climate change.” Foundation president Judith Rodin said climate change “will affect every aspect of life for
poor people in particular—the type of food they eat, where they live, the water they drink, and even their jobs...[it] must be
integrated into poverty-reduction work, urban planning and development, public health and agriculture.”

Six U.S.-based charities topped the list of most accountable global organizations that work with private-sector companies in
the Financial Times’ Corporate Citizenship & Philanthropy report. At the top was Lions Club International which earned an
accountability score of 5.0, followed by World Resources Institute (4.8), Environmental Defense (4.7), TechnoServe
(4.6), Rotary International (4.6), and CARE (4.6).

Susan V. Berresford, who has been president of the liberal Ford Foundation for more than a decade, is leaving her
influential post at the nation’s second-largest foundation in January, the New York Times reports. Berresford will be replaced
by Luis A. Ubinas, who worked at the consulting firm, McKinsey & Company, for 18 years.
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