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Clinton and
Non-Profits:
a Mixed
Record

Administration has asked them
for insights on issues from AIDS
to urban decay, but President

is faulted on broad charity matters

By KRISTIN A, GOSS
HEN BILL CLINTON Was clecied Fresis
dent, non-profit leaders jubilantly pre-
dicted a new era of cooperation with the
federal government. Now. almost a
year later, they are sharply divided over how weli the
Precident has lived up 1o their expectations.

Groups that work on specific issucs—cemmunily
development, AlDS. and child-and-family policy, (v
name just three—say that they nave enjoyed access
and influence at the highest levels of government and
that some of the best ideas developed in the non-
profit world are being embraced by federal poiicy
makers. Indeed. al least two senior Administration
officinla—Scerctary of Housing und Urban Develop-
ment Heary G. Cisneros and Aibs Policy Coording.
tor Kristine M. Gebbie—have designated top ieu.
tenants 10 work closely with non-profits and founda-
1ions.

But on 2 broader auestion=how weli the Adminis-
tration has recognized and supported the non-profit
world as a whole=-mzny leaders are bitrerly disap-
pointad. They charge that the Adminiateation hus
failed to articulate how the $700-billion non-profit
world fits into its domestic agenda. notably the pian

- o ; 1t announced this month W *‘re-invent government, ™
Erten OComaodl, president of epeadcent Secter: Ho says e Clinton Administrstion hes trasted They also comptain that the President has support-

: non-prolit groupe “with & degree of indiflmeace and oppositen that |y dishsameaing.” Continued on Pnge 0
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iopointed Warrea Buckinduuu, who ran an arpa serv
ce organization in Dallis bhanced by the Robert Wood
junnson Foundation. as het special assisant. A sipmli-
sant pan ot his i» will be to serve as the haison to non-
srofis.

Mr. Buolkangdam cays that when ke was hired Ms.
Gebbie “made 1t ¢l2ar to me (pat she waaoled omeone
on ber viaff who had voluntary, communny-tevel back-
cround and coutd e that voice in e ullive un & day-to-
cay busm. "’

Ms. Gebbic wants aon-profits to send suggestions to
her office 83 it crafty & cross-depzrtmental ADS poicy
«nd to evaluate that policy as it is put in place locally.
e, Duckingham caye,

The othice is also considering asking foundations to
>upport a fellowskip progrash through which people
wha work for AJDS chaniies Wowld sefve up wuuc year
in the federal aiDs office. as well as otker projecty (0

nuire that local @ouds have & voice in Washington,
Ms. Gebbie has already beld two meetingys with aboul
3 non-profits and vne with represen:atives of Funders
Cuinciied About A(DI, ¢ group of prant maken “We
‘el we bave anopen-dooerelationshy with her office.
says M:chael Seltzer, who heads the organization.

“These's a very clear recogniuon oa Krisune Geby-
bie’s part that in nearly every community arouad the
sountry. the heart and soul of the response to awws has
been in the voluntary noo-profit sector.” Mr, Bucking-
hana says. “‘We know for her offi¢e to work at this

'ledge of Partnership

In a0 interview, Secretary Cisneros ¥8id he hoped (0
woek more clusaly with pational community. und kcal
foundations W finance coamunity<jevelopment el
tons.

“We're nol gmng 0 0t able W aveomplish ali we
want soicly with governmental funds. noe is it even
correct 10 do 50, he said.

n part to look at ways to immprove coilaboration with
noa-profit groups. the Secretary has appointed a former
Mayor oi'St. Paul, George Latimer. as dirertar of a dew
Otiice of Speciad Actious.

“His joh is to develop the concept. 10 sce what i
pussible.” the Secrewary said. 'up 10 e tevel thal
we're ready o institutioaalize. *’

Mr 1 anmer is familiar with e philamthropic worla:
As Mayor, he led 2 major downtewn recevelopment
prosect finunced in past by the McKoight Foundation in
Mitusepolia. [Lis wifo. Naaey . 8 a cenior pragram offi-
cer there.

‘Potwtinl fwe Colaboradion’

Secrcuary Cisacros said that severa) (oundation ef-
forts natoawide offer “‘the potential for collapora:
uon."”

Among the models he cited: the Cleveland Foonds-
tivu Commiszioe on Poverty, which issuied a report in
March calling for a seigrborhood-by-neighborhood ap-
proach (0 community deveciopment that takes full ad-
vaatage O strong Kades and insutucons, such as k-
baaries, a8 the centerpiece of reform.

The commiswon's findings formed the *“intellectual
bagis” for a new federal prograr, the $300-million Ur-
ban Revitalization Demoastration Program, sccordieg
W Scu. Barbara Mikuloki, the Marylsad Demovcen wha
chairs the subcormmiittoe that appropriates money for
HUD.

The Secretary visted Cleveland thts moaib 10 delivu:
2 350-million gruny eader the new program. The money

Continued an Page 36
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highest lovel of the fwlaml gavernment. we need 10 be
in close coctact with that commuapity. **

Natioaal service, Tte Presidant is scheduied 0 sign
1010 (aw (R week a S8, J3billva wivual-service pro-
gram. bailed by many chasties anaboon both 10 them
and to tbe coramunitics in Which.2bey work.

The Admunistration has dsawn praise for looking to
the rapidly growing network of ton-proft youtn-serv-
i6¢ groupe 10 carry out the program, rather than creat-
ng a cew federal youth corps. The natiomal-service
program would proviae people with education or job-
(ruaing beneits in exchange for unc w1 Lwu years of
wryice.

This month. Eli J. Segal. Assittat 10 the President
and dicector of the Office of National Service. attended
3 five-hour raceting with about twd dozen grant makers
to discusd thoir role in everything from treining nan-
profits how to apply for nationat-scrvics moacy to fi-
nancing program evaluation.

Nautrition, Bill Ayres, executive areor of Wuild
Huager Year. which assists grasarouts poverty groups.
says the Degartment of Agriculture is interexted in set-
ting up a national ¢learingbouse of hunger and nutnition
groups to dismbule information foore quickly to them
Wi 0 gain an vederrtaading of iich programs are
sucessfully proowting self-rekagce aruong the poor.

Tax breaica for gifts of groperty. The Clinton (ax bill.
cnacted fast month, delivered a big victory for the oun:
profit Jobty. it expanded and made perrmpent a tax

NC.SS58 Peo4
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break that cnables wealthy donors to take full deduc-
tions far gifts of art, stocks. and owber property :hat
have iocreased in value. Previousty, wealthy donors
had boon able 0 deduct oaly the purchase price.

SO a0y chartey leaders say We tax victory und
ssaltered depastmental efforts arount 10 no move than
points of light in an olherwise dark sky.

Says Roben M. Kardoa, president of the Califorma
Association of Noapeofits. winch represents more thur
2.000 groupe: ~Ws believed they nunderstood the non-
probt sector better than any receat Adminis;ration. Bu:
it just hasa't rsen very high on their agenda.™

Amang the Clinton Admirtsuuiun cffunis tha bave
drawn criticiam:

Re-iavoiting govamoent. Vice-President Gore this
month released the mpont of his Naziooa Performance
Review, which assembled recommeadations from fed-
i oruployocs—''the people who know gavernment
best. in Mr, Gore's words=about how government
can be more effective and efficient.

The decision 20t tacossvlt Mmore broadly did vt sust
many. noo-profit officiats. They nole that the report's
rechmmendations ouke no. mentioa of reforming the
extensive—and, they say. {roubled—relationship that
bas. developed over the past two decades between the
(icial govemment and lo¢al non.profik providing

Continued un Page 36
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Clinton Administration Draws Mixed Reviews on Issues of Interest to Non-Profits

Contlrued from Page 31

neard, coUCsCoD. fOdLraining, 5O
cial. and oiber xervices under con-
\r3ct,

Suys CuliorTUR’'S Mr. Kervan;
'It's a temnble moss,

Noogvoffte "“have 10 deal with
1he guvemment Gay 12 and day gut
as ouwsiders. 2ad would've had a
perspective,”” adds Pable Eisen-
Uy, praademe ¢f tne Center for
Community Change, which works
with grassroots groups nausoawide.
“NUlaaly ashed any of us.

Doug Sauer, who hcads e
Covocl! of Cammuniy Services.
which reprasents uane (bao Y00
ncn«profits in upstate New York,
53ys the povernment sbowld look
ac totally ccvamping the vunluly-
al relationships with community.
based noo-profitx. and the exteat
w which that rclasonsliy aisally
hisders the social-poley outcomes
they're lookms for,"

This month's ‘epwi wud wuly
“the frst step in 2 long, difficuit
process.'’ says Elaine Kamarck,
Vite-President Gore's seuiw wli-
cy adviser, and was inteadsd (0
g2t our own Bouse in order” be-
fore lovling #t government's eate, s
nal relatioashiss. Reports to be re-
leassd aver the next seven

be. iaohuding thasc fi ]
o0 saas and ol govaraments and
major federa) domaments. will
have greater implianione for oop
peofus, she says.

In the report or state wad local
pwverneots. for example, oum-
profits would benefit from propos-
als that would case MRICUONS 0D
haw fadea| dollany earmarked far
cerain catepanes of services may
be used, Ms. Kamarck says, That
wenld mrnioe 1t easier for cities and
states to Gnance services that aon-
profit groups, rather thao the feder-
al pwvernment. see as loca) paoe-
tes. ln addition, we repor on the
federal Department of Health ang
Hiuman Serviear wil) include ideas
for “sreomlining costrasly and
procedures.'' she mays

Prasideniisl snecgnitina Sover
al organizations have 1ad ro Suc-
cess'in getuag the Pregdent 1o use
bis buldv pulpu to underxzare the
umpurtance of non-profits in carvy.
ng out the aarion's busmess, They

include {pdepcocent Sector: the
Navoaat Council of Nonprobt As.
x0¢1utions. which represants moie
than two do2en statewide coalis
uons: and e Umon Institute, a
Cincinnati university that runs a
puslic-pehcy ceater in Weshisgion

v - ey, ;L‘WET‘TT

that arunged last week's White
Huuse ineeting.

Nonprofite have sent severai
proposals 0 the White House
¥CTRIUK.

® A high-level laisos 10 aon-
prots (as exists (or xtzte and local
BUVErIMISIND,

= A White House conference on
non-profits,

» An <accutive wider (whivke
Aaomprofit leaders have arafted and
given (o the White Herise) requis-
ing all Aspaaments 10 volve oon-
profits in the planming, implemen.
tation. and oxcmitoring of federa)
prograrus.

Ms. Varveer says the President
is unlikely to full any of those
wirhec anytme coon. and ahe Mo~
wif is doutefid that the answee 1o
non-profits* coocems lies in anex-
ecutive proclamation. Evon soms
non-profit [eaders are skepticy
aboat the suggetions.

**1 nover thougbt we should have
1 non-profly office.”” says Geruld
Kaufman, & coosultast 10 non-
profie proups 3ad oo chair of the
Natiooal Cound) of Nonprofit As-
sociations. “What wouxd they do?
What would we want tham w do?""

He has the tame quesboas about
a White House conierence: ™1
think wr aend 16 45 3 lot more
thirking on oar side. aad we
baven't done thu,"

Housing Secretary Says Foundations
Will Be Key to Government’s Work

Continued irem Page 31

will epable the Cuyahoga Metro-
politan Hotxing Aythority o reha-
balmte 500 units in two bousing de-
velopmeots. [n 3 departure fom
HUD's lypical bncks-and.eartar
approech, $10-milion of the grant
is earmarked for cogumunity-serv-
e prajects that involve resideats
0 ativities such &s job Uaimag,
literacy programs, and day care.

The two hossing developments.
‘ocated in neighbarboods that the
commitaioa has picked o test its
redevelopment wdcas, received the
maxanen allowable grant “be-
cause the Clevetand Pooodstioa is
1 partoer with us in thar effort,”’
Secresary C:aneros taid.

The poverty commzuos was -
oanced by $!-milioe in gramts over
three Yyears Gom the Cleveland
and Rockefeder Foundadicns (on

Wws Mard Secretary Crenarce
werved untl joining the Adpunis-
tration). This year it reccived $1.5.
miflion fram im 10 irvpieyoen the
recommeodations, sod the Cleve.
land Fouedation has phedged to
Mmalch that amnant,

Mr. Minter says be did not have
10 push the commyssion's rocam-
mendalions on HUD. as he discov-
ered when he readived ag wosolicit-
« phone cal from Mr. Latimer.

Says Mr. Minter: “'It's the firm
time o my eaperience A the Cleve-
lund Foundatior—I18 years—that
somaooe nat pickad up the el
phoos a: hit level o say, ['ve
locked &t the sepovt and recom-
cendations, and [ thiak there's
something significam bero, and I'll
tell you why. and this i3 the kmd of
stwff we'd have to do in otber
places.” —CRISTIN A, GOSS

Orbery say that a epeech or arder
by the Prendeat vould set 2 tone
for 4 more serious and suts@ntive
roie for BOo-orobts in shasmz oub-
Lic policy.

*Noa-grofits need 1o challenge
the President and say. Look. if vou
wagt 1o, give us more respoasibils
ity. there netds to ba move access.
oore_inclusion in  @acr-oobey
Qquentiogs, and more rescurces.”
says Mr. Ayres of World Huager
Year.

Umits on tex dedwotions. [a
wpite of heavy lobdyng by inde-
treadeat Cliaton proposed in his
federad budget blueprint 1hat no
sbanges be awade in a law that dis.
Zousts total tax aeduction s—hose
for bome-roorgage interest ray-
neas, saze and local taxes. and
cantatic gIts. Amoog o rs—dYy
an anodat equal to 3 per ceat of
family income over $108.250.

lependan Yoctor bad asked
thar the charitable deducuon be re-
@oved from the equation, dut Mr.
O'Connetd say: teat the White
House “wouldn't even eatertam*”
the request, evea thougs the group
prescnlad 3 (FOpOsAl 10 Make up
tor any Jost revenue.

As ofich at the Dcpanpent of
the Treasor) . wio askea nit o be
ramed, said the existing Liw bad
genarally had oo effect 0n charsita-
bhe 9 viagy, wml thzes W3e ASTTUDISTD-
tion saw '*no Overwheimmg policy

The following awerds have been
presénted tor work in philanthro-

Justification for distingmiching
chagties from cthes ¢porANt de-
dimions like mortgage interest and
oedical promamre °

LodDyIRg and edwcacy by nos-
prolts. Some ooo-prchit leaders
{eDSC B oCTValsDett At the White
House about their e22mpts o in-
foance Yy -

with
the Prenident's budget. wiiich coo-
Qined a8 DIOViSEON. camed over
from tbe Bush Adgtinistrarion. that
would have grohibiled son-profits
Eom scuding oot advocacy mail-
ings 2 subudized postal raes. (It
was thrown out by Congress.) In

threy-werenot 50 sure.

“They were iformed of this im-
rcadiatmly.” says Bod Smucker,
the POW's WO vice-premdent
for govermmwent relations. *They
had three moaths to take acton.”

In addition, as it was facing a Re-
publican Shinster on its cananal-

sive pressure from non-profit
@roips, LoE ProVISIon Was Klied. A
top Aduiaistration official $aid the

White Mouse had workes to get the
provitioe cut of the Gnal bill.
Cuarity lobbyiszs also cnticize
tha Admmstration far sor preccur
mg lawmakery to change a provi-
00 in 2 lobbyingdisclosure bill
that wewid create an additional cet
of reporung asd record-kocping re-
gﬂkﬂmx for boa-pradts that lob-
4

80t o0 Approgrists Activity.

Me. O°Conmeldl argies that those
eclamoles “sugget very cleasty
that this Admin'stralion believes
that advocacy by volanory (wgens-
ZA003 1% NIOL A APPEOPrIALe activi-
ty. "

Ms. Verveer, the White Hauwe
ade. zays tha is 202 s0. ! think 3
1ot of it has to do wrb just not rec-
ogozing that these are wwpmnt
issucs that pead 10 be addreased.””
she says. "'Aad [ do think maybe
same of us need (0 be detter edu-

Some non-profit ofBcuals srgue.
howevse, thal a *' pan-praft pos-
¢y canpot be expecisd © 10D the
Clinzon agenda. and tbat aon-profs
ity are largely 1o blace if they fee)

Says Mr. Kaufeaan: **We aren {
perting ‘ogrzher and forming
Wm‘ . and saying. This is what
we want out of the lederal govern-

meot.
1 can't Mame them for not re-
spooding ¥ we area’t pushung.

agenoet b the Volumwser Cemter of the

Tems Ouwd Loml, =d Tumpl Eoctre
> (Fi) for its employesv
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Chanities Are Blowing Chance to Get Clinton’s Help

BY JAMES P. CLARK
ON-PROFIT ORGARIZATIONS are missing a majcr

: emument.

This nation hag never bad a President who
was more aware of the potential the non-pro6t world has
to tangform our society. Bill Clinton—as weil as bis wife
and trusted adviser Hillary—know that charities and
founaatogs have developed same of the mosi innovative
ways 1o respond to social problems.

However. little has happoned so far to change the rels-
ionship between the federal govern-
ment and the nation's charives, That s
maialy becuuws non profis leaders have
not laken aggressive action to pat charis
ties on the White House agenda.,

{ne Mmissteps started long betore Fres-
ident Ciioton took office.

Two vears ago. most chagitv lcaders
believed George Bush’s poR=Guif’ War
popularity ratings would stay high forev.
«r. Thoy capected that ot leaat uatil the
mid-1990°s they would have to deal with
an Administration that thought: giving
out a daily Point of L1ght Award sutnced
for an official policy on for-probus.
Non-profit executives expécted that
they would spend most of their tirme pro-
tecting the indepeodence of charfties
and thought it unlikcly that any ncw
partnerships with govermmentwould be
crencd Very few thought & Dew vision was necessary.

Regardless of who won the: 1992 elzction. that was a
saive sirategy. The fact was that the ron-profit worle had
heen changing 0 rapedly in the past 10 years—particular-
ly in its relationship to government—that there wes no
stalus oua.

Duwiug the 1980%s, Ludepepdent Sector. o cualition of
gract makers und chanies, was created: dozens of state-
wide non-profit essociations were born; acedeaic centers
that studied philanthropy were staned; basic statistical
analyses on the size and scope of the charity world were
vndertaker. for the first tima: and mmade jonerals likeha
The Chronicle of Philaashrogywere founded and thrived.
The number of *‘independsnt sector”’ crganizations regis-

i ¢hance to re-inveat their relationship with gov-

tered with (e lnler o Reveaue 3eivice giew Ly 40 per
cent in the 1980"s. Today the ks ¢ounts 550,000 charities
ie Ametcz iAnd on top of all that, governmeanl—particu.
larty the fedaral government—was asking foundations
and channek‘m SWPPOTT semca and projects the govern-
ment no & ithed 10 A

Tbclnndsape had changed so much in ooe decade that.
by 1991. it weas absurd for son-profit groups to continue to
concentrate thelr lobbylm efforts almost solely on pro-
tecting tax iacentives for giving und the freedom 10 speak

.out on public-policy matters. A broader vision was re-

quired. but it was rowhere to be found.

{n the early part of the Presidesntial
Campaiga, most of the 30-called political
expents who worked for non-proiits
didn’: tunk Bill Cimion had any chance
to become the next President, Even
though there was little active interest in
Cligton in tke charity world. senior offi-
cials of his campaign were frequently
talking aDowt non-profits as providing a
**socml laboratory™ for ideas and oxper
Dse 1aat could help govermnment do its
job better. ln fact, Clinwon aides who
helped dramt the party plallofm were so
intrigued by the possibilities of working
more closelv with non-profits that thev
mentioned them by name in the docu-
ment—stating that the oea-profit world
was whore the wisdom'' and “cacegy
of the natioa were concentrated. That
was the Grst time a Democnatic platform ever formally
recognized the importance of chanties.

(n early July, thé campmign took another historic action
hy creating 8'specig position for a liaison to the non-profit
sector. I was asked to fill that job and to work ocut of
campaign b&dquamu in Little Rock. Ark. One of the
first- things' ! did was to help armange a m«uas of non-
profit officials to coincide with the party’s convention in
New Yock. Over 40 charity executives were invited 10 2
meetng {0 scuss their views with one Jf the campagn’'s
highest-raaking aides. Far a short lime. it secmed that
nonsprofit gronps ware ready ta 'think hig'® shant ther
collective fuqure.

In spite of national publicity aboutthe campa:gn’s inter-

LETTERS TO THE EDITOR

Unwrealistic Standards—and Unfair Criticism—for United Way

To T™E EDITOR:

The unique standand 0 wWhich
The Chronicic of Philanthropy
and olwr media bold Usited
Ways boggies the mind. *'Giv-
ing v United Way Falls 4.1%,
Worst Decline Sines World War
11" (August 10) s a2 example.

In 1992, United Ways en-

cvred the onestwo puch of a.

ationa) controversy and signif-
icant downdizing by corpasies
whose employees ase the main-
stay of local Ueited Way cam-
paigps. Either coadition could
be espected to pesult in draroat.
ic lasses to any organization.

Yet United Wavs collectively
raised a remarkable $3.04 bil-

lion in' what should have been 3

devasiating year

The fact that the United Way
movement naticawida only exs
perienced & decrease of 4.1 per

cent in 1992 ulswmshn& .
reporting that story, it makes-
the results.of '

mlo:o
2y CRMPHISES in

l?ﬂmmamw-

years, i Bruce Millar does in
his article. Yet ooe would ex-
pect a publicadon on philan.

IN‘W{] dig deeper—0 com-
nited Ways' 1952 tnnd

raising results with those of othe
<r.non-profits which have expe-
ridaced similar siuations.
While the combination of fac-
tors faced by Dpited Ways in
1992 may have’ been' unique,
ulherdmmhveflcucon
froversy and negative
How did they fare? mﬂmd-
taising-proceeds down by 4 per
mummﬂuﬁp«mt"l
suspect that in’this hight & 4.1.
per-cent decrcase wouid
amange 45 4 Very
showing. Iry Katz
Viited Vay of Contral Indiina

Indisnapotis

To tHE EDITOR:

This is wrinen with respect 10
Robert Botbwell's recent leticr
Lo the editor {**Welcome 10 the
90's. United Way," July .
My principal concern is withthe
statements that the United Way
seoerally distributes the funds it
raises to '‘fst mainstream .oo-
profits,”” and that tese are no
woall United Way member
sgencies. | believe that those
comments do a agrificant dis-
wrvice W many agencies which
depend oo the United Way foca

large part of their suppart.
I am the voluntder treasurer
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The Federal Cutbacks: What Foundations Must Do

By MARGARET DUNKLE
WIFT AND SEISMIC CHANGES in federal social policy
mean that private foundations must play a bigger
role than ever in helping children and families.
Unfortunately, too few in the foundation world
seem to have grasped exactly how profoundly the changes
now under consideration will affect the needy. To under-
stand just what philanthropy has at stake, it is essential
that grant makers pay close attention to what is happen-
ing on Capitol Hill.

Once the legislative dust settles, Congress is expected
to approve $20-billion less this year than last in budget
categories that include many programs
that affect children and the poor, like
Head Start and job training. And that is
Jjust the beginning. Far deeper cuts are

more closely with their state governments to assure that
money is distributed equitably. State priorities and poli-
tics, not federal formulas, will determine which jurisdic-
tions win and which ones lose.

Second, to balance the federal budget, the government
will reduce spending, not raise taxes. Today almost no
one talks about raising taxes; the serious discussion is
about lowering taxes. With taxes off the table, there is
enormous pressure to cut social programs. As a result,
states and localities will have to do more with less.

In return for less federal money, states will get more
flexibility in how they use it. States will have to file fewer
reports, keep fewer statistics, and jump through fewer
federal hoops. Proponents say that is a
good trade: flexibility to design pro-
grams that serve the most needy, cou-

clearly in the picture. Meanwhile, even To understand pled with increased efficiency, will
thouEh the feder?il goverrIr:::dtf plg’nstbto just what make up for m?h;n n;c:ley. Critics dis-
spend more to finance icai e . agree, warnin, t administrative sav-
nglltibillion-dollar program that pays phlla"ﬂ'mp_y ¢ if;s will be ngegligible as 50 state bu-
for health care to the poor and disabled, has at stake, it is reaucracies blossom. One worrisome in-
the increases will not keep pace with esseqtial that dication that the critics might be right:
inflation—meaning some people may grant makers The General Accounting Office, which
not get the care they need. { advises Congress on how federal pro-
But those figures do not provide the pay close attention grams are working, discovered that af-
enﬁre_ storg. Buried in the noo;c.s ax_xd to what is nixl'sx;ang' f;eodex;l sogial t%mg;gg:)s wers
crannies of measures now pending in 1 c red together in the S an
Congress are several trends that will happening on money was delivered to states in the

shape social policies for years to come.
First, in a reversal of the social policy

Capitol Hill.

form of block grants, many non-profit
groups and others in the front lines of

that has guided this nation for the past
30 years, the federal government is giv-
ing the states much of the responsibility
for designing strategies to protect and help children and
the poor. For example, proposals to overhaul the welfare
system call for each state to decide when and how to
provide families with cash assistance. That will decrease
federal micro-management of state and local actions. But
many, if not most, state governments are not ready to
assume this larger role effectively. Some have part-time
“citizen legislators” who are not sufficiently sophisticat-
ed. Others have too few staff members prepared to wrestle
with complex social issues. Still others do not have com-
puter systems that can coherently track whether govern-
ment programs are meeting community goals.

Under the new federalism, grassroots groups and rep-
resentatives of urban and rural areas will need to work

providing services ended up dealing
with more state-imposed red tape than
ever.
HIRD, MANY BENEFIT PROGRAMS that used to be
entitlements—like Aid to Families With De-
pendent Children—will no longer go to every-
one who qualifies. Instead, states will be given
a fixed amount of money and told to divvy it up. That
approach makes it easier to control federal spending, but
it also may mean trouble for the poor. If there is a reces-
sion, states will have more needy people but no more
federal money to provide cash welfare assistance.
Fourth, charities will have a hard time being effective
advocates and educating the public about the effects of
governmental policy changes. Congress is now consider-
ing a provision that would limit the amount of private
money that recipients of federal grants could spend on a




broad range of advocacy efforts. Even if that provision
does not pass into law this year, it has momentum and
will be debated again next year.

IVEN THOSE FAR-REACHING TRENDS, how can
foundations best use their resources? The de-
mands on philanthropy as federal resources
shrink will be great. However, there are sever-

al areas where foundations can make especially impor-
tant contributions:

Help states and local governments set priorities and
measure success. To succeed, states and localities will
have to have clearly defined priorities and programs that
include the non-profit and business worlds. They must
also experiment with new—even radical—solutions and
have concrete benchmarks to measure progress. Commu-
nity foundations, which raise and distribute money in a
single geographic area, can play an especially important
role in bringing disparate factions together to determine
priorities and figure out solutions. Community founda-
tions have the credibility to be leaders because they do
not stand to lose or win money because of government
policy decisions. The Coalition of Community Founda-
tions for Youth reports that local foundations from New
Haven to Oakland, Cal., to Alabama are already conven-
ing representatives of non-profit groups, businesses, and
government agencies to prepare for the shift in responsi-
bility for social policy from the federal to the state level.

Foundations of all kinds can provide technical assis-
tance and incentives to help states, cities, and towns to
upgrade their technology and train their employees to
assume their new roles effectively. Grant makers should
also finance efforts to make sure government programs
are meeting the needs of the people they are supposed to
serve. States and localities will have virtually no time to
prepare for the changes that are about to happen, so it is
hard to overstate the importance of focused leadership by
foundations and non-profit groups.

Build new bridges. In a highly partisan time when
everyone is a specialist, it is not surprising that there is
little meaningful dialogue among people from different
political parties, levels of government, and types of orga-
nizations. Yet effective solutions to today’s social prob-
lems will not result from sound-bite swipes, isolated dis-
cussions among one-issue experts, or the solitary efforts
of any one branch or level of government. Rather, work-
able solutions are likely to emerge from connections and
ideas that defy traditional labels, ignore conventional
boundaries, and meet large social goals. By making
grants to projects that get people from different walks of
life to talk, share information, and make decisions, foun-

dations can do much to encourage solutions that make
sense in tomorrow’s world.

Invest in evaluation and research. Taken together, the
Congressional proposals to overhaul social policy do not
contain an overall strategy to assess whether the new
approaches are successful. States, under increased pres-
sure to channel scarce funds to direct services, are not
likely to pay for such research. Foundations can fill that
void, providing answers to the questions about account-
ability and effectiveness that Congress and local organi-
zations will certainly ask five years from now. That holds
true for street-by-street and neighborhood-by-neighbor-
hood analysis by community foundations as well as major
longitudinal studiés by national foundations. The role of
foundations in documenting how disadvantaged people
fare under the new federalism will be especially critical.

Foster innovation and experimentation. Direct federal
support for demonstration projects will soon dwindle. At
the same time, states will have increased flexibility to
test promising strategies on their own. Money from pri-
vate grant makers, always an important catalyst in the
laboratories of social learning, could provide critical in-
centives for states and localities to experiment with
building new partnerships—from creatively blending
federal, state, local, and private funds to re-tooling front-
line staff members from various agencies so that they can
provide one-stop shopping for families seeking cash bene-
fits, job placement, housing, and health services.

Renew American democracy. The striking shifts in so-
cial policy we have witnessed in the past year make it
clear that elections matter. Yet only two out of five eligi-
ble voters actually cast ballots in the last election. And
poll after poll shows increasing public apathy, even hos-
tility, to government at all levels—federal, state, and
local. Efforts by foundations to strengthen American de-
mocracy—supporting voter registration, public forums
such as town meetings, and less knee-jerk news coverage
of politics—will be increasingly important as our country
moves into the 21st century.

The Republican Congress, often with the support of the
Clinton Administration, is headed towards fundamental-
ly changing the form and function of federal social pro-
grams affecting children and families. Leadership from
national as well as local foundations may well determine
if this shift is, in the long-run, a crisis or an opportunity
for poor Americans.

Margaret Dunkle is director of the Institute for Educa-
tional Leadership’s Policy Exchange, a project that seeks to
improve education and human-services policies that affect
children and families.
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ed with charities “*have enriched
themselves at the public’s expense
while non-profit organizations
have been looted.™

On Schedule A of the new Form
990. the trs has added key employ-
ees and family members of charity
oflicials 10 a list of pcople with
whom the charity might have had
transactions that raise potential le-
gal concem, such as the sale of
property. lending of money. fur-
nishing of goods or services, and
rcimbursement of expenses. In the
past. charities had 1o indicate
whether they had had such transac-
tions with ‘“‘trustees. directors.
principal officers. or creators, or
with any taxable organization or
corporation with which any such
person is affiliated as an officer, di-
rector. trustec, majorily owner, or
principle beneficiary."

““The 1rs clearly thinks that
there will be some form of interme-
diate sanctions at some pointin the
future.” said Ms. DeBoe. “*and the
service wants to start gathering
more information to be ready for
it.

Extenslon of Deadline

Under federal law. a charity gen-
erally must file a Form 990 if its
annual gross receipts are more than
$25,000. If a charity's gross re-
ceipts are less than $100.000. and
its 10tal assets at year's end are less
than $250,000. it may choose 1o file
Form 990-£2. a shorter form.

Under federal law. charities
must make the forms available for
public inspection. Charities also
must file copies of the returns with
most states. which use the forms to
help regulate non-profits.

In a published announcement.
the 1rs said that because it has been
slow to print and mail the new
Form 990 and Form 990-pF. which
foundations must file. some organi-
zations might have difficulty inpre-
paring their returns by the due
date. To help. tbe 1&s said it would
give groups more time to file the
forms without penalities.

Writing New Guldellnes

Under the law, non-profits must
file their Forms 990 no later than
the 15th day of the fifth month after
the end of their fiscal year. That
means non-profits with fiscal years
that ended on December 31, 1993,
would have had to file the forms by
May 1S. The 1rs now says that it
will give those groups until July 15.
Groups with fiscal years ending
January 31 also would be given un-
til July 15: their returns usually
would be due on June 15 (An-
nouncement 94-37. [nternal Reve-
nue Bulletin 1994-11).

A key reason for the delay. ac-
cording to Mare Owens. director of
the ks Exempt Organizations
Technical Division: The RS need-
cd tlime 1o write new questions for
the Form 990—and draft new in-
structions—about non-profit lob-
vying activities. The federal tax

wenacted last year denied 1ax de-

Jdctions 1o businesses for their

bying expenses. The new ques-

sffect scveral kinds of non-
but not charities.

DcBoe and Mr. Owens
out the Form 990 at the
'shington Non-Profit Le-

Conference sponsored

punnnuu‘u]

Administration Backs New Laws to Curb Charity Abuses

By KRISTIN A. GOSS
WASHINGTON

The Clinton Administration last
week asked Congress to enact ma-
jor new laws to crack down on fi-
nancial abuses by chanties and to
make it easier for the public 1o
scrutinize their operations.

Among the key recommenda-
tions in a proposal by the Treasury
Department:

» Charity oflicials who receive
excessively high pay would have to
pay a penalty fee. The Intemal
Revenue Service would decide
what is a reasonable salary by ex-
amining a number of factors includ-
ing the official's duties. back-
ground and experience: the
amount of time he or she devotes o
the charity: and what comparable
organizations pay those who per-
forin similar services. Trustees or
managers who approve exotbitant
compensation for charity officials
could also have to pay penalties.

> Non-profits. other than foun-
dations. would have to mail copies
of their informational tax returns to
anyone who asks.

The rccommendations were
made before a hearing of the House
Ways and Means Committec's
Oversight Subcommittee. in two
hearings last summer. members of
the subcommittee called attention
to numerous cases of misuse of
funds by charities and found seri-
ous shortcomings in the Internal
Revenue Service's ability to re-
spond to such abuscs.

The subcommittee’s chairman.
Rep. J. J. Pickle. a Texas Demo-
crat. had asked the Treasury De-
partment, which oversces the 1ss.
1o advise him as he prepares 10 in-
troduce legislation to tackle some
of the problems that he found.

The department’s recommenda-

tions closely mirrored those made
by Mr. Pickle during his summer
hecarings. **} cndorse what you
said.”" he told Leslie B. Samuels.
Assistant Secretary of the Treas-
ury for Tax Policy. who presented
the proposal atlast weck's hearing.

The Treasury Department’s rec-
ommendations are aimed at
strengthening the 1rs’s hand in
stopping people from misappropri-
ating. or wrongly benefiting from,
charities’ money. The service has
complained to Congress that when
it spots such abuses. often its only
recourse is an extreme measure:
revoking a charity’s tax exemp-
tion. The IRs says that often harms
the beneficiarics of the charity's
services while leaving unscathed
the person who broke the law.

None of the Treasury proposals
would affect private foundations.
Here are the key elements of the
department’s proposal:

Taxes on “excess benefits.” Any
“insider'—an officer. director.
trustee, or other person with sub-
stantial influence over the chari-
ty—whoreceived an unreasonably
high salary or an excessive pay-
ment for property bought or leased
by the charity would have 1o pay a
financial penalty to the IRs and re-
fund the excess payment to the
charity. insiders who paid too little
10 rent or buy a piecc of property
owned by the charity also would be
subject (o the requirement.

The “*excess benefits™" tax
would equal 25 per cent of the por-
tion of the payment that was unrea-
sonable.

Sometimes. the person who re-
ceived the excessive salary or pay-
ment could avoid paying the penal-
ty tax. If he or she retunded the
excessive amount to the charity.
and if the charity could show that it

had made a good-faith effort 1o de-
termine a fair payment in the first
place. then the Internal Revenue
Service might waive the penalty.

[fthe person refused to repay the
excess benefit within a predeter-
mined period of time. he or she
would have 10 pay the 1rs a penalty
equal to twice the excessive por-
tion of the salary or payment.

The excess-benefits tax would
also apply to members of an insid-
er's family, or toan entity in which
the insider or his family had a ** sig-
nificant interest.”™

In addition. any charity irustee
or manager who approved an ex-
cessive payment—such as a high
satary for the president—while
knowing that it would make the re-
cipient vulnerable 10 the ““excess
benefits’” penaity would have 1o
pay a separate 10-per-cent tax on
the unreasonable portion of the
payment. (The amount the supervi-
sor or trusiee would pay would be
capped at $10,000.)

The excess-benefits tax would
apply to people associated with
charitable organizations that are
exempt under Section 501(cX3) of
the Internal Revenue Code and ad-
vocacy groups exempt under Sec-
tion 501(c)4).

New tax-retum requitements.
Charities would have 1o provide
copies by mail of their information-
al tax return. known as Form 9%0.
1o anyonc who was willing to pay
the costs of pholecopying and
mailing it. Curremily, chanties are
required onty to provide the 9% for
inspection in their offices. Chari-
ties would have to state in their
fund-raising letters that copies of
the 990 were available.

The RS also would require new
information on the Y90. A charity
would have todisclose ifit had paid

penalties for illegal lobbying and if
it had beencited for providing **ex-
cess benefits' as described in the
proposal. It also would have to rc-
port changes in its governing board
and outside accountant.

In addition. the government
would increase the penaltics on
charities that do not file timely
complete. and accurate 990°s. For
groups with more than $i-million
in annual rcvenues. the penalty
would be 100 a day, up 1o $50.000:
for smaller charities. the penalty
would be $20 a day. up to $10.000
or 5 per cent of the group’s reve-
nues. whichever is less. The penal-
ty for all groups now is $10 a day.

Bill Could Be Months Away

Within the next several weeks.
Mr. Pickle's subcommittee is ex-
pected 1o present a repori 1o the
Ways and Means Committee de-
1ailing its proposal for new legisla-
tion. At the hearing, Mr. Pickle
said he would like the Treasury De-
pariment to draft the legislation by
carly April. and Mr. Samuels. the
Assistant Secretary. said the de-
partment could do so.

Still. it could bc months before
any comprehensive bill affecting
charity regulation is considcred.
That is because any proposals deal-
ing with charities would almost
certainly be attached to a larger
piece of tax legislation. but which
bill that might be has not been de-
termined.

The Senate has not yet made any
move to crack down on chanties.
But Mr. Samuels said his office had
talked 10 several Scnators. whom
he did not nume. who were con-
cerned about stamping out charity
abuses.

**The system 1s not working as it
should.” Mr. Samuels said.

New Fund Would Allow Foundations to Pool Investments

Continued from Page 31

Fund tor Nonprofit Organizations.
which serves colleges. universi-
ties. and private schools. Started in
1971 with $63-million in assets and
72 member institutions. the Com-
mon Fund now manages $16.2-bil-
lion for 1.324 members.

Twenty years ago. the Common
Fund won permission from Con-
gress 10 operate as a tax-exempt
investment pool that would not be
directly regulated by the Securities
and Exchange Commission. The
foundation fund’s pl s have
tricd unsuccessfully for several
years to persuade Congress 10 pass
similar legislation to allow it to op-
crate without seC control. In 1992
Congress twice passed comprchen-
sive tax bills authorizing the fund,
but President Bush vetoed the
measures for reasons unrelated to
1be investment pool.

Seeking SEC Approval

Last year the fund's organizers
decided to put their hopes for Con-
gressional approval on hold and in-
stead register with the SEC. says
David A. Salem, the fund’s presi-
dent and chief executive officer.
That meant creating a set of mutual
funds restricted by securities laws

ion M Inc..
2sa newsletter on le-
ters.

i of an unregulated series of
pooled funds as originally planned.
The TIFr Investiment Program is

now under review by the seC. ac-
cording 10 Michael D. Jones. a
spok for the ion. He
was unable 10 say when—or if-—the
new fund would win permission 10
operate.

Twenty-two investment firms
have already been selected to pur-
chase and sell securities. I the pro-
gram gelts the go-ahcad from the
stC, it will be open 10 independent.
operating, company-sponsored,
and community foundations. Par-
ticipating foundations will not have
1o pay sales charges because the
investment program is offcring so-
called no-load funds.

Here is how the five funds will
work:

> The 11ff U.S. Equity Fund
will invest primarily in stocks from
domestic companies, with the goal
of exceeding the 101al return of the
Wilshire 5000 [ndex by 0.75 per
cent. The Wilshire 5000 index is
based on the performance of the
approximately 7,500 U.S. common
stocks that trade on a regular basis.

> The International Equity
Fund will invest primarily in com-
panies outside the United States.
Itsaim will be 10 exceed by at least
1 per cent the total retumn of the
Morgan Stanley Capital Interna-
tional All Country World cx usa
Stock Index. The index includes
1,700 companics traded on stock

markets in some 3§ foreign coun-
tries.

» The Emecrging Markets Fund
will invest in companies primarily
bascd in developing countries. [t
will aim 1o exceed the total retum
of the Morgan Stanley Capital In-
ternational Emerging Markets Free
Index by at least | per cent. The
index includes approximatcly 800
companies traded on stock mar-
kets in 13 developing countries.

» The Bond Fund will invest pri-
marily in domestic bonds. It will
try to surpass the Lehman Broth-
ers Aggregate Bond Index by at
least 0.5 per cent. The index meas-
ures the total reture produced by
the approximately 6.000 bonds for
which daily price quotations are
readily available.

» The Short-Term Fund will in-
vest primarily in fixed-income se-
curities with maturities of less than
three years to outlpcrform the Mer-
rill Lynch 182-Day Treasury Bill
index. The index is designed 1o
track the performance of porifolios
invested exclusively in six-month
Treasury bills.

With all the funds. the expected
returns are based on carnings after
all expenses for doing business are
subtracted.

At the start, much of the money
that will be invested in the funds
will come from the medium-size

[TA;,CMJ{. ,;f@n%ow, ek 2.1}:7‘)517
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and large foundations that have
committed themselves to getting
the project up and running. Mr.
Landry of MucArthur says his
foundation will be one of the origi-
nul investors. although officals
there have not yet made a commit-
ment on the amount.

Morc infurmation about the pru-
gram can be obtained from the In-
vestment Fund for Foundatwns.
P.O. Box S5165. Charlonesvillc.
Va. 22905: (800) 984-0084,
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SECTOR

Statement by

THOMAS A. TROYER
Caplin & Drysdale
Washington, D.C.
on H.R. 823
The Lobbying Disclosure Act of 1993

SUBCOMMITTEE ON ADMINISTRATIVE LAW AND GOVERNMENTAL RELATIONS
COMMITTEE ON THE JUDICIARY

Room 2237 Raybum House Office Building
10:00 a.m., March 31, 1993

My name is Thomas Troyer. | am a member of the law firm of Caplin & Drysdale. |
represent a broad range of charitable and educational organizations, and | am the former
chair of the Exempt Organizations Committee of the American Bar Association Tax Section. |
appear today as counsel to INDEPENDENT SECTOR and a member of that organization’s
Government Relations Committee. | appreciate very much the opportunity to participate in
this hearing.

INDEPENDENT SECTOR is a nonprofit coalition of over 850 corporate, foundation and
voluntary organization members with national interest and impact in philanthropy and
voluntary action. The organization's mission is to create a national forum capable of
encouraging the giving, volunteering and not-for-profit initiative that help all of us better serve
people and communities. | attach a list of INDEPENDENT SECTOR'S members.

I would like to focus my comments today on one specific aspect of H.R. 823 - the
application of the legislation to charities. To do that as helpfully as possible for the
Committee, | will touch on three principal points: (1) the special nature of charities and the
law goveming them as those facts bear on the purposes of H.R. 823; (2) the established
congressional policy of encouraging charities to participate in lobbying activities and the
character and effect of the tax law which embodies that policy; and (3) the amendments of
H.R. 823 which these considerations demonstrate to be desirable.

A NATIONAL FORUM TO ENCOURAGE GIVING, VOLUNTEERING AND NOT * FOR * PROFIT INITIATIVE
1828 L Street, N.W. * Washington, D.C. 20036 ® (202) 223-8100
SUCCESSOR TO THE COALITION OF NATIONAL VOLUNTARY ORGANIZATIONS AND THE NATIONAL COUNCIL ON PHILANTHROPY
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treatment of charities under the Act, these unique restrictions on charities justify that treat-
ment.

CONGRESSIONAL ENCOURAGEMENT OF LOBBYING BY CHARITIES

Congressional Opening of Lobbying Process to Charities

Recognizing the fundamentally public nature of charities’ purposes — and their strict
exclusion from any involvement in political campaigns - Congress has since the mid-1970's
squarely and forcefully encouraged robust:participation by charities in the development of

public policy.

For many years before that, the tax law specified that "no substantial part® of a
charity's activities could consist of attempting to influence legislation. In the late 1960's, the
IRS attacked the exemptions of several charities because of their legislative activities. Its
attention drawn to the problem by the IRS actions, Congress in 1971 began a five-year
process of relieving the statutory pressure and devising legislation which would enable
charities to lobby vigorously. That process culminated in the 1976 enactment of legislation
adding sections 501(h) and 4911 to the Intemal Revenue Code - provisions that prescribe
both a detailed statutory definition of lobbying and clearly defined, and quite liberal, limits on
the amount of lobbying which a charity may conduct.

The legislative history is quite plain about the purpose of the Congressional effort:-
Senator Nelson:

o The present law [that is, the *substantial part® restriction] effectively inhibits a
diverse, informed, and important segment of our society from presenting its
views either to Congress or State and local legislative bodies, and deprives
legislators of the experience and knowledge of these charities.® 119 Cong.
Rec. 5746 (daily ed. February 28, 1973)

o ‘These organizations represent the public in many important areas such as
health, education, and the environment. These groups have much information
to contribute and a wide range of helpful experience that could greatly assist
the consideration and enactment of this country's laws.” 119 Cong. Rec. 5749
(daily ed. February 28, 1973).

Rep. Conable:
o *The role of the charities in a pluralistic society —~ something we are all

dedicated to - is constructive and the charities should not be muzzled." 119
Cong. Rec. 42632 (daily ed. December 19, 1973).






Carefully refined to resolve the concems expressed from varying points of view during
this process, the final bill was approved by the Ways and Means Committee in 1976. It had
broad bipartisan support. The Chairman of the Committee, its senior Republican,
Congressman Barber Conable, and many other members of the Committee joined in
co-sponsoring it, and it was reported by the Committee and passed by the House without a
single dissenting vote. Forty-three senators joined in sponsoring the Senate counterpart of
the bill - including Senators Muskie, Dole, Leahy, Baker, and Stevens. While it was finally
enacted as a part of the Tax Reform Act of 1976, no objection to the bill was raised either in
the Senate Finance Committee or on the Senate floor.

The 1990 Treasury regulations which interpret and elaborate on the legislation were
developed in the same careful, thoughtful, and deliberate way as the legislation itself was.
After the suspension of the 1986 proposed regulations, fundamentally revised regulations
were drafted and proposed. Two sets of public hearings were held. Evolving drafts of the
regulations were made public for comment. The Commissioner of Intemal Revenue ap-
pointed a special Exempt Organization Advisory Group which, from 1987 to 1990, devoted its
attention almost entirely to the regulations. Treasury and the IRS received a large number of
written comments from the public. As one might expect from this deliberative process, the
final regulations adopted in 1990 both adhere to the overriding Congressional purpose of the
1976 legislation and manifest a degree of care and sophistication — most importantly, in their
definition of lobbying - rarely found in tax or other regulations.

Results of 1976 Legislation

From 1976 to the present, with only a temporary hiatus while the draconian 1986
proposed regulations were outstanding, a broad and diverse part of the charitable community
has accepted the Congressional invitation to participate in the lobbying process. These
charities range from such well-known national organizations as the American Heart
Association, National Council on Aging, the American Lung Association, the National
Audubon Society and Reading is Fundamental to a host of less prominent groups, such as
local YMCAs, Citizens for Safe Drivers, the Travellers Aid Society, the Society for Pediatric
Research, and the Coalition for Persons with Disabilities.

Groups like these have made a great many useful contributions to public policy
debates on a variety of issues. For example:

o The American Council of the Blind provides information to policymakers on the
impact of their decisions on those whose vision has been impaired. When
Congress considered reduction of the postal subsidy supporting the Blind and
Visually Handicapped Mailing Privilege, the Council demonstrated the effect of
the proposed reduction for those who would, under it, be unable to afford
postage for braille and recorded materials.






definition of lobbying; participation in oral give-and-take discussions would be
reportable as lobbying.

o The tax law definition encompasses only efforts to influence legislation, and
does not include efforts to influence Executive Branch decisions. The H.R. 823
definition includes both.

While INDEPENDENT SECTOR acknowledges, and appreciates, the effort already
made to reduce the burden of the H.R. 823 definition by allowing charities to base their
lobbying expenditure reports on the tax law definition, the root problem remains. Charities
would still be required to understand and comply with the Lobbying Disclosure Act definition
to track and report their lobbying contacts and the issues on which they lobby.

To resolve the problem, it seems appropriate to take account of the unique legal
constraints which, together, govemn charities alone among the individuals and organizations
to which H.R. 823 applies. As we have seen, charities are required to serve purposes which
the law has determined beneficial to public, not private, interests; the tax statute specifically
precludes them from affording any private individual or organization financial or other benefit;
and they are foreclosed from any participation whatsoever in the political campaign process
by strict and absolute rules, enforced by several tiers of severe sanctions.

Accordingly, it appears consistent with the aims of the Lobbying Disclosure Act to
apply the tax definition of lobbying to charities. Particularly for smaller charities, that step will
eliminate the confusion, misunderstanding and intimidation of complying with a new, difterent
and complex definition of the term; and it will thereby remove the Lobbying Disclosure Act's
quite likely deterrent impact upon precisely those activities in the public policy arena which
Congress, beginning in 1976, has so strongly sought to encourage through the tax laws.
INDEPENDENT SECTOR consequently recommends that H.R. 823 be amended to allow
charities to base their registration and reporting duties on the tax definition of lobbying.

The Definition of "Lobbyist." For many organizations - including many local
charities — the obligation to register under H.R. 823 will turn on whether they have any
employees who constitute *lobbyists® under the Act. Unfortunately, the Act's definition of
*lobbyist® is highly subjective, encompassing any employee engaged in lobbying contacts
*other than an individual whose lobbying activities are only incidental to, and are not a
significant part of, [the employee’s] services.*

INDEPENDENT SECTOR believes that it is important to clarify this standard by
providing an objective test for determining when an employee becomes a lobbyist.

Accordingly, INDEPENDENT SECTOR recommends that H.R. 823 be amended to
provide a bright line test under which lobbying contacts will be treated as incidental and not
significant if an employee devotes less than 10 percent of his or her time to them.
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October 21, 1994

Ms. Carol Rasco

Assistant to the President for
Domestic Pclicy

Executive Office of the President

1600 Pennsylvania Avenue, NW

Washington, DC 20500

Dear Carol:

It was good of you and Doris to meet with John Kemp, Executive
Director, United Cerebal Palsy Association; Frank Monahan, Director, Office of
Govemment Liaison, U.S. Catholic Conference; Tom Troyer, Caplin and
Drysdale;.Bob Smucker, Vice President, INDEPENDENT SECTOR (IS); and
me to discuss how IS might work more closely with the Administration on key
IS Govermment Relations prionties that will come before the next Congress.
You had mentioned being in touch with Bob Rubin and Bruce Lindsey
regarding our issues and we hope it will be possible to meet with them shortly
after the election.

There are two matters of pressing concem, one even more immediate
than the other.

The matter of greatest urgency is the Lobby Disclosure Act, which we
understand will be introduced early in the next Congress. As Tom Troyer
pointed out, INDEPENDENT SECTOR fully supports disclosure of lobbying
activities by charities. However, that disclosure should be based on IRS
definitions of what constitutes lobbying and not under a new and substantially
different set of rules being proposed under the Lobby Disclosure Act. It's my
clear sense that charities will aggressively oppose the Lobby Disclosure Act if
it is not modified to permit charities to disclose under the IRS rules.

The President and the First Lady have stated repeatedly the importance
of strong advocacy by charities for their causes and clients. Support of our
position on the Lobby Disclosure Act would help immeasurably to buttress that
advocacy.

A NATIONAL FORUM TO ENCOURAGE GIVING, VOLUNTEERING AND NOT+FOR+PROFIT INITIATIVE

1828 L Street, N.W. « Washington, D.C. 20036 « (202) 223-8100
FAX:(202) 416-0580 * TTY: (202) 659-2729
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GOVERNMENT RELATIONS INFO AND ACTION

FOR INDEPENDENT SECTOR MEMBERS AND ADVOCATES

INDEPENDENT SECTOR Opposes the Lobby Disclosure Act of 1993 as Presently Written.

- The Lobby Disclosure Act of 1993 would have the effect of requiring many ¢~
nonprofits to needlessly keep a second set of detailed records of their
lobbying activities.

-- INDEPENDENT SECTOR (IS) fears the record keeping burden would be a
major disincentive to lobbying. 5

-~ Organizations are urged to sign on to the enclosed letter to Congressman
Jack Brooks, Chairman of the House Committee on the Judiciary.

-- Please contact now your House members and the President urging IS’s
proposed change in the legislation.

BACKGROUND

The Senate has passed legislation which would have the effect of requiring public
charities to keep a second set of detailed lobbying records, in addition to records already
required under the complex rules of the Internal Revenue Service. The legislation, HR823,
is on a fast track in the House, having been approved by the Subcommittee on
Administrative Law and Governmental Relations of the House Committee on the Judiciary.
The full House may vote on the measure in February, so it is very important for you to
send your message now to House members and the President, urging them not to support
the legislation in its present form. Ask them to support permitting nonprofits to disclose
their lobbying activities under existing Internal Revenue Service rul an
requiring them to disclose their lobbying activities under the new, complex set of
definitions being proposed in the Lobby Disclosure Act of 19

PRINCIPAL PURPOSE OF THE LOBBY DISCLOSURE ACT

The principal purpose of the Lobby Disclosure Act of 1993 is to compel public
disclosure of contacts with public officials by those who seek private financial benefit from
those contacts. The scandals at HUD from 1981 to 1988, and the abuses surrounding the
WEDTECH Corporation were cited in legislative history as illustrations of the need for this
legislation.

A NATIONAL FORUM TO ENCOURAGE GIVING, VOLUNTEERING AND NOT e FOR e PROFIT INITIATIVE
1828 L Street, N.W. e Washington, D.C." 20036 ® (202} 223-8100
FAX: (202) 457-0609
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DISCLOSURE REQUIRED BY THE ACT

The Lobby Disclosure Act of 1993 (LDA) requires disclosure of lobbying contacts
with federal agencies and committees of Congress, disclosure of the issues lobbied, and
disclosure of the amounts spent on such lobbying. Nonprofits are already required to
report the amount they spend on lobbying, as lobbying is defined by the IRS. The LDA
would require us also to disclose issues lobbied, and lobbying contacts with committees
and agencies.

INDEPENDENT SECTOR POSITION ON DISCLOSURE

INDEPENDENT SECTOR is absolutely committed to the principle of public disclosure
of our sector’s lobbying and advocacy efforts aimed at influencing public policy.
Moreover, we recognize the need to clarify certain federal registration and reporting
requirements for lobbyists and to improve compliance and enforcement. Nonprofits have
stated from the outset our willingness to disclose our contacts with federal agencies and
committees of Congress and the issues we lobby - in addition to lobbying expenditures -
which we already report to the IRS.

PRINCIPAL PROBLEM WITH THE LOBBY DISCLOSURE ACT

The big problem with the LDA is it would require voluntary organizations to report
under a second set of complex rules governing lobbying. We are now required to report
lobbying expenditures under Internal Revenue Services Regulations. Those rules, issued in
1990, run 47 pages. Nonprofits are struggling to understand these important but complex
rules and to be required now to master a second set of complicated rules (another 47
pages?) is likely to result in many groups being scared off or concluding that to be engaged
in public policy debate simply isn’t worth the significant additional record keeping burden.

The differences between the reporting now required by the IRS and that which
would be required by the Lobby Disclosure Act of 1993 are substantial. Attachment A
provides a list of the differences between the LDA, as passed by the subcommittee in the
House, and the IRS rules. The list gives clear evidence that to comply with the LDA,
public charities would have to keep a second set of detailed records on a substantially
different set of lobbying rules.

According to a list compiled by the IRS showing how much individual charities
spend on lobbying, the House legislation would apply to the more than 1,000 national,
state and local voluntary organizations that spend more than $2,500 semi-annually on
federal, state and local lobbying (as lobbying expenditures are defined by the IRS). The
legislation would apply to them if the organization also had an employee who spends more
than 10% of his/her time on federal lobbying. The effect of the legislation would be to
require record keeping by all organizations that think they might spend $2,500 semi-
annually on lobbying and have an employee who might spend more than 10% of his/her
time on federal lobbying.



Many organizations can’t be certain at the start of a six-month period how much
they will spend on lobbying or how much time will be devoted to it. It's likely that many
organizations, to be safe, would simply discontinue their lobbying altogether, or at least
stop that activity when they began to approach the time and dollar threshold limits.

It’s also clear that the legislation, in its present form, will place a special burden on
small charities because they will be least able to comply with the additional record keeping
burden. For larger groups, the legislation will divert funds from services.

A REASONABLE SOLUTION TO THE DOUBLE REPORTING BURDEN

There is a reasonable solution. Nonprofits have maintained from the outset of the
legislation that despite the lack of evidence of abuses, they would be willing to provide the
disclosure information, including committees and agencies lobbied, the issues on which we
lobbied, as well as that which we already disclose to the IRS on our lobbying expenditures.
However, we want to report the lobbying disclosure information required by the LDA, as
the IRS has defined lobbying, not under the different, complex set of lobbying definitions
being proposed by the LDA.

ACTION REQUESTED

We urge you to sign on to the attached letter (Attachment B) by faxing Attachment
C to us by January 20. Even more important, send your own letter to your member of the
U. S. House of Representatives and to the President. Urge them to oppose HR823, the
Lobbying Disclosure Act of 1993, as now written and ask for modification that would
permit nonprofits to report their lobbying disclosure activities under IRS rules defining
lobbying--not under the new lobbying definitions being proposed by the Lobby Disclosure
Act of 1993 . The legislation probably will come up for vote in February, so we urge you
to act now.

While it is very important to contact all members of the House, members of the
House Committee on the Judiciary (Attachment D) are particularly important. All members
of the House and the President may be contacted as follows:

House Members

The Honorable Dear Mr./Ms. . Sincerely yours,
United States House of Representatives

Washington, D.C. 20515

President

The President Dear Mr. President: Sincerely yours,
The White House

Washington, D.C. 20510






8. For tax purposes, direct lobbying only includes communications with a member
or employee of a legislative body. Under H.R. 823, communications with members-elect, who
have not yet taken office, and communications with unpaid volunteers of a member are both
treated as direct lobbying.

9. For tax purposes, expenditures for research, reports and other activities need
not be reported as lobbying expenditures, even though they are subsequently used in
connection with lobbying, except under carefully defined circumstances. Under H.R. 823, the
circumstances under which the subsequent use of nonlobbying materials must be reported are
not clearly defined.

10. For tax purposes, nonpartisan analysis, study or research is excluded from the
definition of lobbying. Under H.R. 823, such reports, studies and other balanced materials
appear to be included.

11. For tax purposes, payments by nonprofits to other organizations are generally
not treated as lobbying expenditures unless they are earmarked for the purpose of lobbying.
Under H.R. 823, the payments that would have to be reported appear to be broader.

12. For tax purposes, expenses for activities that have a lobbying and a nonlobbying
purpose need not be reported entirely as lobbying expenditures under certain circumstances.
H.R. 823 does not address this issue, leaving open the possibility that the full cost of mixed
purpose expenditures will have to be reported or that different allocation rules will be required.

13. For tax purposes, expenditures that must be reported in connection with
lobbying activities are narrowly defined. Under H.R. 823, expenditures for all "efforts in
support of" lobbying, including "preparation and planning activities, research and other
background work" must be recorded and reported.

14. For tax purposes, some nonprofit organizations are required to report their
lobbying activities on an aggregate basis with their local or state chapters or other affiliated
organizations. Under H.R. 823, these affiliated organizations would be required to file
separate reports.

(LBDEFIRS.DIF)



ATTACHMENT B

January , 1994

Honorable Jack Brooks
Chairman

Committee on the Judiciary
U.S. House of Representatives
Washington, D.C. 20518

Dear Mr. Chairman:

We are writing to express our deep concern about the poteatial harmful effects of H.R. 823, the
Lobbying Disclosure Act of 1993, on the public policy activities of nonprofit organizations. While the Act,
now pending before the Judiciary Committee, attempts to make important and needed changes to existing
registration laws, it would also subject nonprofits to multiple and inconsisteat reporting and recordkeeping
requirements that will deter nonprofit organizations across the country from engaging in education and advocacy
on a wide range of issues. With some adjustment, we believe the Act can accomplish its aims without adversely
affecting the advocacy activities of nonprofits, which are already subject to comprehensive lobbying regulations.
Unless these changes are made, we must regretfully oppose H.R. 823.

At the outset, we note that nonprofits strongly support the purposes of the Lobbying Disclosure Act.
We are committed to the principle of public disclosure, including that of our lobbying and advocacy efforts
aimed at influencing public policy. Moreover, we recognize the need to clarify certain federal registration and
reporting requiremeats for lobbyists and to improve compliance and enforcement. We agree also with the need
for a single administrative structure applicable to all lobbying eatities and organizations.

But unlike any other sector of society, nonprofit organizations are already subject to a complex armay of
restrictions and reporting requirements under the Internal Revenue Code for lobbying. In 1990, after four years
of discussions with the nonprofit sector and other interested parties, the Internal Reveaue Service issued
comprehensive and detailed regulations that, after enormous, diligeat effort, have been implemented widely in
the nonprofit community. Nonprofits have spent countless hours and dollars creating recordkeeping systems and
training our employees to comply with these rules.

H.R. 823, as reported by the Subcommittee on Administrative I aw and Governmental Relations on
November 22, 1993, recognizes the unique circumstances facing nonprofit organizations by allowing charities to
meet some but not all of the registration and reporting requirements of the Act by relying on their reports filed
with the IRS. Notwithstanding this provision, the root problem remains; nonprofits would still be subject to a
second, different set of requirements under other provisions of the Act.

For example, in order to determine whether they are required to register under the Act, nonprofits will
have to determine whether they employ one or more “lobbyists,” a term that is defined in section 3(11) of the
Act by reference to a wide range of public policy and educational activities that do not constitute lobbying for
purposes of the Internal Revenue Code. (A list of the significant differences between the definition of lobbying
under the Internal Revenue Code and Regulations and the Act is attached.) In order to submit reports under
section 5(b)(2) of the “specific issues® upon which they engaged in significant lobbying activities, nonprofits
would be required to use a definition that includes many activities not treated as lobbying under the Intemnal
Revenue Code and that, therefore, are not now included in their recordkeeping and internal reporting systems
and would now have to be separately maintained.

In order to submit reports of the total expenses incurred in connection with grass roots lobbying
communications under section 5(b)(S), nonprofits would similarly be required to include activities that the IRS
has not classified as grassroots lobbying, particularly communications directed only to their members. The cost
of the additional recordkeeping systems and the burden of training their employees to comply with a second set
of complicated definitions and requirements will be enormous. Unless these differing arrangements are
changed, some groups will forego the effort and expense, choosing instead to end their participation in the



development of public policy. That circumstance would have the unfortunate and unintended result of depriving
.Congress and the Executive Branch of nonprofits’ expertise, which is distinct from that of for-profit eatities.

The problem of duplicative and inconsistent regulatory systems could be eliminated if nonprofits were
allowed to rely fully on the tax code’s definitions of lobbying in fulfilling their registration and reporting
obligations under the Act. Under this proposal, nonprofits would be required to register and to file reports
under the same conditions and at the same time as all other registrants, and they would be subject to the same
enforcement procedures. However, they would not be forced to implemeat costly and burdeasome new
recordkeeping systems in addition to the ones they have already put into effect. We believe this proposal is

responsive both to the salutary goals of the Act and the unique legal constaints already imposed on the
nonprofit sector.

Congress has on several recent occasions recognized and sought to encourage the vital role played by
charities in the development of legislative and other public policies. In order to maintain our ability to continue
serving this important public role, we respectfully request that H.R. 823 be amended to bring it into line with
existing obligations under the Internal Revenue Code.” We believe that the IRS rules regarding lobbying by
nonprofits strike a reasonable balance between accountability and the need to encourage nonprofit organizations
to participate in the formulation of public policy. The Lobbying Disclosure Act not only fails to strike this

balance, it makes accountability. so complicated that it discourages the very participation that the IRS has only
recently clarified.

We welcome the opportunity to continue to work with you and your staff to craft a bill that would be
acceptable.

Sincerely,

ALLIANCE FOR JUSTICE

AMERICAN ARTS ALLIANCE

AMERICAN ASSOCIATION OF MUSEUMS

AMERICAN CANCER SOCIETY

AMERICAN CIVIL LIBERTIES UNION

AMERICAN COUNCIL ON EDUCATION

AMERICAN LIBRARY ASSOCIATION

COUNCIL ON FOUNDATIONS

INDEPENDENT SECTOR

MEXICAN AMERICAN LEGAL DEFENSE AND EDUCATIONAL FUND
NAACP LEGAL DEFENSE FUND

NATIONAL COUNCIL OF LA RAZA

NATIONAL COUNCIL OF NONPROFIT ASSOCIATIONS
NATIONAL PTA

NATIVE AMERICAN RIGHTS FUND

NATIONAL WILDLIFE FEDERATION

NATURAL RESOURCES DEFENSE COUNCIL

PEOPLE FOR THE AMERICAN WAY

OMB WATCH






THE WHITE HOUSE

WASHINGTON

September 15, 1993

MEMORANDUM TO MELANNE VERVEER

FROM: Doris Matsui
Deputy Assistant to the President
White House Office of the Public Liason

SUBJECT: List of attendees of the September 14, 1993
Non-Profit Sector briefing.

Per your request, enclosed is the list of people who attended the
Tuesday, September 14, 1993 Non-Profit Sector briefing.



Ms. Nan Aron

Executive Director
Alliance for Justice

1601 Connecticut Avenue, NW
Suite 601

Washington, DC 20009
202/332-3224

Ms. Christine Benero

Director of Washington Office and
Director of Governmental Affairs
Association of Junior Leagues
International

1319 F Street, NW

Suite 604

Washington, DC 20004

393-3364

Ms. Lauren A. Cook

Assistant to the President for
Public Policy

Council on Foundations

1828 L Street, NW

Washington, DC 20036-5168
466-6512

Ms. Suzanne Feurt

Program Officer

Charles Stewart Mott Foundation
1200 Mott Foundation Building
Flint, MI 48502-1851

(313) 238-5651

Mr. Arnie Graf
Industrial Areas Foundation

410/750-1595

Mr. Gary Bass

Executive Director

OMB Watch

1731 Connecticut Avenue, NW
4th Floor

wWashington, DC 20009
234-8494

Ms. Kathleen Bonk
Co-Director
Communications Consortion
1333 H Street, NW
Washington, DC 20005
202/682-1270

Mr. Arnie Coraf

Industrial Areas Foundation
Balitmore, MD

410/750-1556

Mr. Ronald Field
Senior Vice President
Family Service America
1319 F Street, NW
Suite 204

Washington, DC 20004
202/347-1124

Ms. Leslie Harris

Director of Public Policy
People for the American Way
2000 M Street, NW

Suite #400

Washington, DC 20015
467-2390



Ms. Linda Lancaster

The National Assembly of National
Voluntary Health & Social Welfare
1319 F Street

Suite 601

wWashington, DC

202/393-2080

Ms. Emily Gautz McKay
National Council of La Raza
810 First Street, Nw

Suite 300

Washington, DC 20002
202/289-1380

Mr. James Parkel

Director of Corporate Support
Programs

IBM Corporation

01ld Orchard Road

Armonk, NY 10504
(914)765-5242

Mr. Mark Rosenman

Vice President, Social
Responsibility

The Union Institute

1731 Connecticut Ave, NW
Suite #300

Washington, DC 20009-1146
202/667-1313

Ms. Kathleen Sheekey
Co-director

Advocacy Institute

1730 Rhode Isand Avenue, NW
Washington, DC 20036
202/659-8475

Mr. John Michael McCloakey
Chairman

Sierra Club

408 C Street, NE
Washington, DC 20002
(202)547-1141

Ms. Ann Mitchell

Executive Director

National Council of Nonprofit
Associations

1828 L Street, NW

Suite #505

Washington, DC 20036
202/785-3208

Ms. Diana Pearce

Women and Poverty\Wider
Opportunities for Women
Director of Women and Poverty
Project

1325 G Street

NW

Washington, DC 20005
202/638-3143

Mr. Michael Seltzer
Executive Director

Funders Concerned About AIDS
310 Madison Avenue

Suite 1630

New York, NY 10017
(212)573-5533

Ms. Hildy Simmons

Mangaing Director, Community
Relations & Public Affairs
J.P. Morgan & Co. Inc

60 Wall Street

New York, NY 10260
(212)648-9664
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THE HONORABLE CHARLES C. BROWN, JR.
n behalf of ,
INDEPENDENT SECTOR

To argue that nonprofit organizations recejving federal grants should be batred from substantial
advocacy reflects a fundamental misunderstanding of the historic relationship between nonprofits
and goverament.

Nonprofits have always been invulved inj both service dclivery and advocacy, and the public
benefits from these dual roles. Both by providing an alternative to direct govermmental delivery
of public services, and by enabling individuals to speak out effectively on public policy issues,
nonprofits serve to limit rather than expand the power of the state.

Barring federal grantees from substantialj advccacy activiry is meither grant reform nor good
government. No one knows better the extent of a community's peeds for:services or how best
to improve the effectiveness of federal pragrams than the nonprofits on the:front lines ot service
delivery. Cxcluding these nonprofits wil| diminish, not protect, the policy process.

Existing law properly prohibits the use of grant funds Lo cover ejther the direct or the indirect
consts of lobbying. This rule is enforced by federal auditors, and the level of compliance appears
to be quite high. There is simply noistiﬁcation for imposing more restrictive rules and
burdensome new administrative requiremgents at a time when:nonprofits are being called on to
expand their services to help offset cuts i federal spending. This is particatarly true when no
similar restriction is proposed for tederal $omractors. who would femain free to lobby with their

nongovernment funds. I»

Fiually, conditioning the receipt of federal grant funds on grantees’ remnciation of their First
Amendment right 1o lobby with privatelfunds raises serious constitutional concerns. While
Congress can refuse to subsidize granrcs‘ lobbying, and can requirc strict scparation of
federally-funded and privately funded activities. it cannot limit grantees' right to lobby with their
private funds.
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THE HONORABLE CHARLES C. BROWN, IR.
n behalf of : :
INDEPENDENT SECTOR

HEARINGS BEFORE THE SUBCOMMITTEE ON NATIONAL ECONOMIC
GROWTH. NATURAL RESOURCES, AND REGULATORY AFFAIRS
HOUSE COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT
Room 2154, Rayburn House Office Building

2:00 pym., June 29, 1995 " ¢

My name is Charles C. Brown, Jz. Iam the President Jidge of the Court of Common
Pleas of Center County Pennsylvania and Chairman of the Public Policy Committee of the
YMCA of the USA. The YMCA of the USA is a member of INDEPENDENT SECTOR, on
whose behalf I am appearing today.

INDEPENDENT SECTOR is a ponprofit coalition of 830 corporate, foundation and
voluntary organization members with national interest and impact'in philanthropy and voluntary
action. The organization’'s mission is g create a national forum capable of encouraging the
giving, volunteering, and non-for-profit imitiative that help all of us better serve peopie,
communities and causes.  The organization of INDEPENDENT SECTOR and its mission
derive from its members' shared commi$ent to fundamental valuas relating to the creation and
maintenarce of a truly free society.

i

1 appreciate very much the cppominity to present this testimony, but I am deeply troubled
by Chairman Mclntosh's comments in apnouncing this hearing. Along with Representatives
Istook and Chrlich, Chairman McIntosh has decried what he characterizes as a "vicious cycle [of]
taxpayer abuse” in which federal grantges use federal grants to lobby for still more federal
tunding without any effective governmerft oversight or public accoumability. Tu put an end to
these alleged abhuses. Chairman McIntosh and Representatives Istook and Ehrlich have drafied
legislation that would impose major new restrictions on the political advocacy activities of federal
grantees.
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The Chairman’s comments, and his legislative proposal, teflect a serious misunderstanding
of the historic rclationship between private nonprofit orgamizations. and government. Faderal
grantees are not, as the Chairmnan's coxmxicuus suggest, children of the federal government whose
role 1s to be seen but not heatd, mere todls for the delivery of federally-funded services. On the
contrary, in every field of social endeavof, private nonprofit initiatives long preceded any federal
involvement. Nonprofit organi2ations arg neither creatures of nor patasites on big government.

Instead, ina very real sense these ol'gamzations reflect Anericans' strong preference for less
government and more private initiative| Since before the founding of the: Republic, private
nonprofit associations bave played twa eskential roles in our public life. First. they have allowed
private citizens to address a host of public concerns without recourse to government action. Rut
second -- and equally impurtant - they have provided, aleng with political parities, the principal
vehicle through which groups of citizens c{)uld join together 1o express their belicfs about the proper
role of government.

As such, private nonprofit org tions are vital mediating institations between the
individual and the state. Both by winimiging the need for direct government action and by giving
voice to individuals who would otherwise be largely powerless in the face of state power, the
nonprofit sector creates the essential social context for our system of democratic pluralism.

The leaders of many of the worldl's emerging democracies have!come. to recognize this
tmportance of nonprofit ipstitutions as 4 (bulwark against a totalitarian st2tc, and are working to
nurture a U.S.-style nonprofit sector. W 1 stiould be no less concerned about preserving thiis aspect
of our rradition than they are about repligating it.

}

partnership between nonprofits and government. Over Ui past half century, the American people
have chosen to expand the federal role i funding a broad range;of public services. However, (o
limit the power of a centralized federal%ureaucracy. Americans have chosen to have the major
portion of thcsc scrvices delivered not by government but rather throngh the pre-existing network
of community-based nunprofit organizarif:ms. Thus:

|

Church basements have become (re site of federally-funded Headstart, programs;

These historical and intcrnational i‘-ur:pectives must inform our understanding of the evolving

Boys and Girls Clubs receive fedlhral funds o start clubs.in publit. housing projects:

YMCASs use tederal funds to briflg more low-income children inso after-school child care
programs;

Goodwill Industries receives fede!ra! funds to expandx.tr.a'inmg pragrams for the disabied:

Federal grants enable Catholic Clhar‘uies 1 expand programs for the homeless.

3
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As this partnership has evolved, Iborh sides have been concerned-about preserving their
distinct roies. To safeguard their fundamjental autonomy, many noaprofit. organizations have set
limits on the amount of government fu tiey will accept and have adamantly defended their
right to continue 10 speak out on public issues. Likewise, the federal government, while
acknowledging the advocacy rights of pri}/ate, nonprofit organizations, has requirec that they pay
for such activity with private funds. } ‘

|
The Existing Bar on the Use of Federal Grant Funds for Lobbying

Accordingly, the OMB rules govirm’ng nonprofit organizations that receive federal funds
require strict financial separation of grantees' privately funded and federally funded activities. Since
1984, these rules have expressty prohibited the use of federal funds to pay the costs of lobbying and
electioneering. Strict accounting standards require federal grantees to make a reasonable allocation
of overhead costs between federally and privately funded activities and to demonstrate that none of
the overhead costs property attributable te lobbying or political activities bave been charged to the
federal grant. Grantees' records are subject to review by federat auditors, who have the authority
both to require repayment of lobbying or|political costs charged to the federal grant and to impose
penalties for willful viclations.

The large percentage of fcderal grantees that are exempt from tax. under section 501(c)3)
of the Internal Revenue Code -- the exemption category tor charitable, educational, religious, and
scientific nonprofits — are subject to everymore stringent tax aw restrictions. All section 501(c)(3)
organizations are absolutely barred from partisan political activity. Section 501(c)(3) organizations
classified as "private foundations™ are likf wise prohibited from lobbying, while those organizations
qualifying as "public cliarities” are subje?t to strict limits on the portion of their budget that can be

devoted to lobbying.

By requiring strict financial se?aration of federal grant activity and privately funded
advocacy, the OMB rules strike an approl?riate balance between the gavernment's legitimate interest
in avoiding federal subvention of lobbyiqg and political activity and the right of citizens' groups to
use their private resources (o speak out pn public issues.

i
Significantly, in the early 1980s the Reagan administration considered, but ultimately

rejected, more restrictive rules that wou['d have required physical as welt:as financial separation --
that is, would have required [cderal granfees to cstablish wholly separate facilities and staff for their
federal grant programs and privately-funded advocacy. The practical impossibility of achieving
such physical separation would have forced most grantees to.choose between federal funds or
private advocacy, a choice that would b{ave hardly served the: public interest.

Included as part of the same pwdvosal -- and also ultimately rejectsd -~ was an expansion of
the definition of lobbying to encompass efforts to influence executive branch as well as legislative
decisions. OMB quite properly concluged that federal policy should encourage, not discourage,
grantces from working with federal agencies to improve the effectiveness of the federal programs

in which they participate.
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Current federal grant rules recogin:re that the public; bencﬂu precisely because many
nonprofit organizations' missions encomp ss both advocacy and service delnery No one has a
deeper understanding of a community's for low income child care, a battered women's
shelter, a hospice, or a sheitered workshop than the community-bascd nonprofits working day in
and day out to provide these services. | No one has a bewer grasp of how (o improve the
effectiveness of federal programs than the nonprofits on the front lines of service delivery. These
groups' volunteer and staff leaders rightly isee it as their civic duty to contribute their wisdom and

commuitment t0 the public policy process. |

This synergy between advocacy ml service delivery can be-just as.imporant in the case of
organizations whose primary focus is advocacy Nonproﬁts that have earmed the trust of a
community ur special nceds group through effective advocacy on their hehalf often lend that
credibility, and their substantive expenide, to federaily-fumded research or public education
programs. dramaticallv increasing the etfgctiveness of these federal efforts.

The YMCA provides a perfect exdmple of how the public benefits from the cual role of
noonprofits as advocates and service providers Autonomous local YMCASs in nearly a thousand
comununities derusy America provide a br#:ud range of community services, including child care.
youth and adult fitness programs, outreach prugrams for at-risk youth and families, and an
increasing array of programs for senior ¢itizens. In 1993, government granis accounted for 7
percent of 1otal YMCA revenue nanonmdq and for some YMCAs the percentage was substantially
liigher. !

YMCASs also believe that we have L civic responsibility toractively participate in the public
policy process on lSSUCS related to our mission of promoting, “strong Kids, strong familics, and
strong communities.” 1 atrach a resolulim adopted by the YMCA Nationat-Board in 1989 on
"Goals of YMCA Involvement in the Public Policy Process.” Consistent wish the prirciples se!
forth in this resolution, lwcul YMCA bm}!s participate in an active grass.roots process to define
a YMCA public policy agenda and to présent that ageixda (o public officials at the federal, state,
and local level.

The principal result of YMCA adyvocacy is not more .government: or less government but
berter govermnet, Let me iliustrate with a simple example:

YMCAS are the largest single pro}'ider of after-school child care in the covatry. In
1989, the House version of whatibecame the Child Care and Developmemnt Block
Grant would have made public schoals the only eligible recipients for federal school
age child care funds. Thc YMCA of the USA gave Senator Hatch a list of scozes
of communities around the coumry that had chosen YMCAs -- not the schools -- t0
run school-based child care proggams. Local YMCASs simuliancously urged their
Represenratives and Senators 10 sypport a more flexible approach. This informarion
and advocacy enabled Senator Hafch o lead a successful effort to prevent Congress
from vverriding Jocat decisions ax‘xd imposing a single federaily-mandated approach
to school age child care.
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Ata tim¢ when millions of Americans are increasingly disaffected from the political process.
YMCAs are promoting precisely the sofft of constructive grass-foots participation essential to the
renewal of our democratic institutions., YMCASs also provide the federal governmemnt with a
communiry-hased delivery system for federally-funded services that is both.cost-effective and highly
responsive to local concerns and values|

As the YMCA experience makes$ plain, the fact that many nonprofits engage both in the
delivery of federally-funded services apd in advocacy on federal, state, and local issues is a
fundamental strength -- not a weakness|-- of our American system. The advocacy activities of
nonprofit federal grantees are no more remarkable. or troubling, than lobbying by General Motors.
Boeing, and oulrr govermunent comractérs or, indccd. lobbying by private citizens in defense of
their Social Security and veterans benefits or their farm subsidies.

Should every individual or group that receives substantial federal benefits -- grants.
contracts, transfer payments, loans, etc. (-- be barred from political advocacy or permitted only an
insubstantial amount of advocacy? Presymably, those criticizing the advocacy activities of federal
graniees would never propose such a generai rule. This highly selective mature of their concera is
deeply troubling.

A review of draft legislation prepgred by Chairman Mclntosh and Representatives [stook and
Ehrlich reinforces these concerns. The|draft legislation would:

Prohibit an organization from regeiving federal grants for a six year period it n any year
the organization's expenditures an political advncacy equal or exceed five percent or more
of the first $20 million of its priyately-funded expenditures, and two percent of additional
privately-funded expendirures;

Broaden the impact of this rule by establishing an exwemely broad -definition of poliical
advocacy: and '

Impose major new record-keepifig and reporting burdsns vn [cderal grantees.

We recognize that this legislativg proposal is stil being, revised. ' However, our concerns
arise not from the details of the proposal but from its basic premise -- that the public suffers when
organizations thar receive federal grants lalso engage in substantial advocacy activity. For all of the
reasons discussed ahove, this premise lk simply wrong. Existing tequiremeats thar grantccs not
spend grant tunds for lobbying or pglitical activity should, of course, be strictly enforced.
However, additional restrictions are not only unnecessary but would be highly damaging to the long-
standing partnership between government and the nonprofit sacror.  As Members of Congress
consider the proposed restrictions, we grge them in particular'to bear in mind the following:

There is no principled basis for Jimiting the advocacy activities of federal grantees but not
of federal contractors.
Conditioning the receipt of federal grant funds on grantees' renunciation of their First
Amendment right to lobby with| private funds raises very serious constitutional concerns.
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While Congress can constitutionally refuse to subsidize grantees' lobbying and require strict
separation ot federally-funded and privately tunded activities, it cannot constitutionally limit

grantees' right to lobby with their private funds.

Durdening nonprofit grantees with major new record-keeping and reparting requirements will
consume resources that would othérwise be available to expand services. At a time when
nonprofits are being called on to telp offset the cuts in federal social programs and the
puhhc isdemanding less bureaucracy and greater cost-effectiveness in government programs,
imposing burdensome new adminiStrative requirements would be a big step in the wrong

direction.

For all of these reasons, on behalf of Independent Sector;and its member organizations, I
strongly urge Chairman Mcintosh and Rc#presematwes Istook and Ehrlich not to gn forward with

their proposed legislation.
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Advocates for the Social Good

In 1989 the House had passed a
child care bill that said only public
schools could receive federal money
forafter-school child care. But scores
of communities already had selected
YMCAs or other private charities.
Fortunately, local Y’'s and many oth-
ers_ communicated this fact to Con-
gress, and it decided not to impose a
single, federally mandated approach
to child care.

These local YMCAs engaged in ad-
vocacy. According to a series of edito-
rias in The Post, and to pending
legislation in Congress, charitable or-
ganizations that receive any federal

;.leing Exception

grant funds should be strongly dis-
couraged from doing practically any-
thing that could influence public poli-
cy.

As a coalition of 800 charities and
donors, we believe this idea would
hurt many of our members. It would
also threaten a tradition that has been
asimportant as a free press to making
our democratic system work: the tra-
dition of people forming groups to
condront a social problem or do a
sooial good.

A point made in The Post’s editori-
als—that providing direct services to
needy individuals does “the most to
help people in distress"—does not
ring true with most charities. Did
providing services to slaves once help
them more than advocating for aboli-
tion? Or, for a more recent example,
during the 1994 Rwandan refugee
crisis, should international charities
have focused their limited resources
on feeding a small number of refugees
or advocated a quick response by
governments—a response credited
wllh saving tens of thousands of lives?

Most of these international chari-
ties did both, which suggests another
misconception in The Post'’s editorials

| that is reflected in the legislation: that

there is a dichotomy between “tradi-
tional nonpolitical charities” and “po-
litical organizations and advocacy
groups.” Reality is not nearly so sim-
ple.

As a recent Post article pointed
out, the-Girl Scouts as well as the Boy
Scouts, the YMCA as well as the 4-H
Council, the Heart Association as well
as the Cancer Society, all do some
advocacy. They see it as part of their
mission. Which is why Rep. John Mica
(R-Fla.) was so surprised to get al-
most no support from charities when
he]'proposed to restrict the federal
goy}ernment s fund-raising drive to
“traditional health and welfare agen-
cie§,” a proposal he has wisely with-
drawn.

The fact that most charities both
provide services and do advocacy is
also the reason why legislation in
Congress would be so destructive.
Rep. David McIntosh (R-Ind.) and a
few colleagues have drafted a bill that
wou)d have a chilling effect on chari-
ties. It would severely limit the right

THE WASHINGTON Posr |

Monbay, Jury 31, 1995

“Perhaps the most amazing thing about
this proposal is that there is no evidence of

a need for it.”

of charities to speak out if they accept
federal grants to provide services—a
partnership the federal government
has encouraged (the average charity
gets about a third of its money from
governments, only about a fifth from
private contributions). The bill would
prohibit federal grants to charities
that spent more than 5 percent of
their private funds on advocacy inany
of the previous five years.

Even worse, “advocacy” is defined
extremely broadly to include nearly
any activity that might indirectly in-
fluence legislation or an action by a
government agency. A heartwarming
story in a local newspaper about how
a charity’s federally funded program
helped a poor family could easily be
construed as “an attempt to affect the
opinions of the general public or any
segment thereof.” Even going to
court on beha! “f a tenant or consum-

er or anyone else could be construed
as advocacy.

And while the trigger is federal
funding, the bill would not simply
count advocacy that targets the feder-
al government: It also includes things
such as going to a zoning board to get
permission to build a hospital or to a
mayor to get the city to pay for
liability insurance so restaurants can
give excess food to a local food bank.

To make sure every charity com-
plied with this law, all charities re-
ceiving funds would have to file yet
another report each year detailing
their advocacy activities and spend-
ing.

Perhaps the most amazig thing
about this proposal is that there is no

. evidence of a need for it. Lobbying by

charities is already limited by the IRS.
And charities are prohibited from us-
ing their federal money to lobby; they

are required to follow strict account-
ing procedures and face severe penal-
ties for violations. If a charity is
reimbursed for overhead, it must fur-
ther prove that not a penny of this |
money was spent on lobbying.

Even Newt Gingrich says he is
uncomfortable with the bill, saying he
advised its proponents “to go very
carefully, make sure you understand
what you are doing.”

But The Post, despite its ardent
support for free speech, at least’part-
ly supports the legislation. The Post
suggests that advocacy by nonprofits
may “explain the recent decline in
contributions.” Yes, surveys we con-
ducted of individual households show
that average giving declined between
1989 and 1993. But the obvious ex-
planation for this decline is the reces-
sion: Economic uncertainty decreases
charitable giving.

Most Americans support the right
of charities to advocate. A recent poll
of 800 federal employees found that
88 percent believe they should be
able to support “charities that speak
out on behalf of the people they help.”

The writer is president of
Independent Sector, a coalition of
800 charities and donors.
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- Senate Gift Limits: 98 to 0_,%

‘T TOOK way too long and the proposal was

~almost gutted, but the Senate in the end took

,an important step toward reining in the rule
of freebies. The final 98-to-0 vote on tough new
gift rules reflected the Senate’s sense of how the
public feels on this matter. But the battle was
much tougher than the vote suggested. It took
bipartisan work to win the new rules.

- The new rules, which take effect in January, ban
those “charity” golf and tennis outings that gave
sénators free vacations. They also impose a $100
annual ceiling on gifts from any smgle source, ban
lobbylst contributions to senators’ legal defense
funds and bar lobbyists from financing their “policy”
rép'eats Earlier versions were tougher, but the final
product is reasonable and represents progress.

«With the executive branch of government living
under a stringent regime on these matters, it made
no sense for Congress to continue to give itself a
pdss. The House should now follow suit. Surely the
House’s self-styled revolutionaries don’t want to
run behind normally cautious senators in making a
tangible commitment to new arrangements.

wSeveral efforts were made to gut the change.
By a 60-to-39 vote, the Senate rejected an
amendment by Frank Murkowski (R-Alaska) that
would have kept the charity trips alive. The
Sgnate almost spoiled a good thing by voting

narrowly for an amendment by Trent Lott (R-
Miss.) that not only doubled the aggregate gift
ceiling from $50 to $100 but also exempted any
gift of under $50 from applying to that limit. This
meant senators could accept unlimited numbers
of gifts (and meals) worth less than $50. Restau-
rants could have done a booming business in.
$49.99 Lobbyist Blue Plate Specials.

Fortunately, an amendment from Sen. Paul

‘Wellstone (D-Minn.) was adopted that pretty

much closed the loophole. It accepted the higher
overall limit, but said all gifts of more than $10
would be counted toward it.

The initial pressure for the gift ban came from
reform-minded Democrats who had to buck disap-
proval within their own party—Sens. Levin, Wells-
tone, Feingold and Lautenberg. But the final victo-
ry would not have been possible without Sen. John
McCain (R-Ariz.), who has emerged as a voice for
reform and who worked out a sensible compromise.
He was joined by a large group of freshmen
Republicans who remembered what they told the
voters last fall. Mr. McCain and Mr. Feingold are
now working on a bipartisan approach to cleaning
up campaign financing. That’s a tougher and more
important job, but the gift ban suggests that party
concerns need. not doom it.

Advocacjf Among the Nonprofits

profit organizations are using federal

funds, indirectly, to lobby against their cuts
in the budget. It’s quite true that a lot of
nonprofits—health and welfare agencies, envi-
ronmental organizations, labor unions—get fed-
eral grants. The government, as a matter of
policy, has used nonprofits for many years as
agents to run its social and educational programs.
It’s also true that most of these organizations
also believe they have a responsibility to speak
out on the public issues in which they are
interested. But there are already specific laws
prohibiting the use of any of this money for
lobbying or anything like it—and they should be
obeyed.

T HERE HAVE been complaints that non-

“The House Appropriations Committee now has’

reported legislation to forbid all federal grants to
any nonprofit organization that oversteps new
and tighter limits that it would set on advocacy.
The amounts of tax-exempt money that a charity
can spend on political lobbying is a legitimate
issue. A contribution from Sara E. Melendez,
presndent of Independent Sector, appearing on
the opposite page, chides us for having raised it
in previous comments. We remain unrepentant.
.But the Appropriations Committee’s proposal,
in-our view, does go too far and too recklessly.

The sponsors of the new proposal, led by Rep.
Emest J. Istook Jr. (R-OKkla.), object that some
organizations use federal funds to replace private
money that is freed for political work. It’s not a
new concern, and the regulations have been
considerably tightened over the years, most re-
cently in 1990.

If a nonprofit runs a federal program, this
proposed legislation would limit its spending on
public advocacy to 5 percent of its total spending
up to $20 million (not counting its federal grants)
and 1 ‘percent beyond that point. One peculiar
result is that, because of the structure of the
present tax laws, this new rule would constrain
small charities much more sharply than the big
ones. Is this really what Congress intends?

The committee’s bill also would impose an ex-
traordinary new definition of political advocacy. For
the first time, it would include public interest
litigation such as civil rights suits. Public interest
suits give representation to many citizens who

. would otherwise have no voice in the great issues

that this country resolves in its.law courts. The
effect of this unwise bill would be to discourage
nonprofit organizations from participating—a
change, we believe, for the worse in American
tradition and public policy.
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WELCOME. | AM SARA MELENDEZ, PRESIDENT OF INDEPENDENT SECTOR, AN
ORGANIZATION OF 800 CORPORATE, FOUNDATION, AND VOLUNTARY
ORGANIZATION MEMBERS WITH NATIONAL INTEREST AND IMPACT IN

PHILANTHROPY AND VOLUNTARY ACTION.

INDEPENDENT SECTOR OPPOSES THE PROPOSAL OF CONGRESSMEN ISTOOK,
MCINTOSH, AND EHRLICA,_ WHICH CAN ONLY BE VIEWED AS AN EFFORT TO
STILL THE VOICE OF CHARITABLE ORGANIZATIONS. THEIR DRAFT BILL WOULD
PROHIBIT FEDERAL GRANT FUNDS FROM BEING USED FOR WHAT THEY TERM
"POLITICAL ADVOCACY", WHICH INCLUDES A NUMBER OF ACTIVITIES NOT
NOW CONSIDERED LOBBYING UNDER THE INTERNAL REVENUE CODE.
NONPROFITS THAT ENGAGE IN THAT ACTIVITY, EVEN WITH THEIR BRIVATE
FUNDS, WOULD BE INELIGIBLE FOR FEDERAL GRANTS IF MORE THAN 5% OF

THEIR NON-GRANT RELATED FUNDS WERE USED FOR POLITICAL ADVOCACY.

| AM RELEASING TODAY A STATEMENT SIGNED BY 300 ORGANIZATIONS
OPPOSING THE ISTOOK, MCINTOSH, EHRLICH LEGISLATION. MOREOVER, A
COALITION OF MORE THAN 200 ORGANIZATIONS HAS BEEN FORMED BY

INDEPENDENT-SECTOR TO WORK IN OPPOSITION TO THIS PROPOSAL.



FOLLOWING ARE THE REASONS WE STRONGLY OPPOSE THIS LEGISLATION.

1) NONPROFITS ARE PROHIBITED BY CURRENT LAW FROM SPENDING—EITHER
DIRECTLY OR INDIRECTLY—ANY OF THEIR FEDERAL GRAN;T MONEY ON
LOBBYING. CONGRESSMEN ISTOOK, MCINTOSH, AND EHRLICH HAVE
ABSOLUTELY NO PROOF OF A PATTERN_OF ABUSE IN NONPROFIT SPENDING OF

FEDERAL TAX DOLLARS ON LOBBYING.

2) TO ARGUE THAT NONPROFIT ORGANIZATIONS RECEIVING FEDERAL
GRANTS SHOULD BE BARRED FROM SUBSTANTIAL ADVOCACY REFLECTS A
FUNDAMENTAL MISUNDERSTANDING OF THE HISTORIC RELATIONSHIP
BETWEEN NONPROFITS ANJE&)hGOVERNMENT. NONPROFITS HAVE ALWAYS BEEN
INVOLVED IN BOTH SERVICE DELIVERY AND ADVOCACY, AND THE PUBLIC
BENEFITS FROM THESE DUAL ROLES. BOTH BY PROVIDING AN ALTERNATIVE
TO DIRECT GOVERNMENTAL DELIVERY OF PUBLIC SERVICES, AND BY
ENABLING INDIVIDUALS TO SPEAK OUT EFFECTIVELY ON PUBLIC POLICY
PROGRAMS, NONPROFITS SERVE TO LIMIT RATHER THAN EXPAND THE POWER

OF THE STATE.

3) BARRING FEDERAL GRANTEES FROM SUBSTANTIAL ADVOCACY ACTIVITIES
IS NEITHER GRANT REFORM NOR GOOD GOVERNMENT. NO ONE KNOWS
BETTER THE EXTENT OF A COMMUNITY'S NEEDS FOR SERVICES OR HOW .BEST
TO IMPROVE THE EFFECTIVENESS OF FEDERAL PROGRAMS THAN THE
NONPROFITS ON THE FRONT LINES OF SERVICE DELIVERY. EXCLUDING THESE

NONPROFITS WILL DIMINISH, NOT PROTECT, THE POLICY PROCESS.



4) EXISTING LAW PROPERLY PROHIBITS THE USE OF GRANT FUNDS TO COVER
EITHER THE DIRECT OR THE INDIRECT COSTS OF LOBBYING. THIS RULE IS
ENFORCED BY FEDERAL AUDITORS, AND THE LEVEL OF COMPLIANCE APPEARS
TO BE QUITE HIGH. THERE IS SIMPLY NO JUSTIFICATION FOR IMPOSING MORE
RESTRICTIVE RULES AND BURDENSOME NEW ADMINISTRATIVE REQUIREMENTS
AT A TIME WHEN NONPROFITS ARE BEING CALLED ON TO EXPAND THEIR
SERVICES TO HELP OFFSET CUTS IN FEDERAL SPENDING. THIS IS
PARTICULARLY TRUE‘ WHEN NO SIMILAR RESTRICTION IS PROPOSED FOR
FEDERAL CONTRACTORS, WHO WOULD REMAIN FREE TO LOBBY WITH THEIR

NONGOVERNMENT FUNDS.

5) FINALLY, CONDITIONIN-étTHE RECEIPT OF FEDERAL GRANT FUNDS ON
GRANTEES' RENUNCIATION OF THEIR FIRST AMENDMENT RIGHT TO LOBBY
WITH PRIVATE FUNDS RAISES SERIOUS CONSTITUTIONAL CONCERNS. WHILE
CONGRESS CAN REFUSE TO SUBSIDIZE GRANTEES' LOBBYING, AND CAN
REQUIRE STRICT SEPARATION OF FEDERALLY-FUNDED AND PRIVATELY
FUNDED ACTIVITIES, IT CANNOT LIMIT GRANTEES' RIGHT TO LOBBY WITH

THEIR PRIVATE FUNDS.

TODAY WE ARE URGING ALL WHO ARE INTERESTED IN PROTECTING THE
RIGHTS OF NONPROFIT ORGANIZATIONS TO SPEAK EFFECTIVELY ON BEHALF
OF THEIR COMMUNITIES, CAUSES, AND CLIENTS, TO OPPOSE THIS
CONGRESSIONAL EFFORT TO MUZZLE THE VOICE OF VOLUNTARY

ORGANIZATIONS.
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Serving the Public Good

A Position Statement on Advocacy By Nonprofit Organizations

The nonprofit sector plays a key role in our society today. In partnership with
government, nonprofit organizations are engaged in service delivery, research,
educating the public, and much more - in general, they work to build a better
world, at home and abroad. People across the country use nonprofit organizations
to learn more about key issues of the day, and to link up with other citizens to
create a more powerful voice. Nonprofit organizations, themselves, also speak to
policymakers and the public on behalf of the people they serve. Advocacy by the
nonprofit sector has led to significant improvements in people's lives at the local,
state, and federal level. -

Because nonprofit organizations do not stand to psofit by lobbying and can provide
enormous insight on public policy issues, Congress has encouraged them to lobby,
but has placed detailed restrictions on charitable organizations on the amount of
money that can be used for these purposes. Nonprofits also are barred from using
any federal funds for lobbying and partisan politics.

Nonprofit organizations faithfully comply with all these restrictions and support
enforcement of penalties if the rules are ever violated. However, some in Congress
are proposing to go beyond current restrictions to silence the advocacy voice of the
nonprofit sector. They would, for example, expand the lobbying restrictions to
include all advocacy activities, bar certain organizations that engage in advocacy
from receiving any federal grants, and prohibit federal employees from making
workplace contributions to nonprofits that engage in advocacy. Such efforts will
have a chilling impact on the democratic process as well as the rights of individuals -
and organizations to participate in public policy debates.

We strongly oppose any effort to restrict the advocacy voice of the nonprofit
sector. Curtailing the historical responsibility to speak to the public and to
policymakers on behalf of the people nonprofit organizations serve would be a
severe blow to our democratic freedoms.

Endorsed by,

A NATIONAL FORUM TO ENCOURAGE GIVING , VOLUNTEERING AND NOT+FORSPROFIT INITIATIVE
1828 L Street N.W. « Washlngton D.C. 20036 - (202) 223-8100
FAX: (202) 416-0580  TTY: (202) 659-2729
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ADVOCACY POSITION STATEMENT SIGN-ONS
(As of July 18, 1995) 300

20/20 VISION

ADVOCACY INSTITUTE

ADVOCATES FOR YOUTH

AFL-CIO

AFSCME

THE ACCESS VIDEO FUND

AIDS ACTION FOUNDATION

ALBANY MEDICAL CENTER

ALLIANCE OF GENETIC SUPPORT GROUPS

AMERICAN ARTS ALLIANCE

AMERICAN ASSOCIATION FOR HIGHER EDUCATION (AAHE)

AMERICAN ASSOCIATION OF MUSEUMS

AMERICAN ASSOCIATION OF UNIVERSITY AFFILIATED PROGRAMS
FOR PERSONS WITH DEVELOPMENTAL DISABIUTIES

AMERICAN ASSOCIATION OF UNIVERSITY PROFESSORS

AMERICAN ASSOCIATION ON MENTAL RETARDATION

AMERICAN ACADEMY OF CHILD AND ADOLESCENT PSYCHIATRY

AMERICAN BALLET THEATRE (NEW YORK, NY)

AMERICAN CANCER SOCIETY

AMERICAN COUNCIL ON EDUCATION

AMERICAN FARMLAND TRUST

AMERICAN FOUNDATION FOR THE BLIND

AMERICAN FRIENDS SERVICE COMMITTEE

AMERICAN HEART ASSOCIATION

AMERICAN INDIAN GRADUATE CENTER

AMERICAN JEWISH CONGRESS

AMERICAN LIBRARY ASSOCIATION

AMERICAN LUNG ASSOCIATION

AMERICAN NEAR EAST REFUGEE AID (ANERA)

THE AMERICAN NETWORK OF COMMUNITY OPTIONS AND RESOURCES

AMERICAN NURSES ASSOCIATION

AMERICAN OCEANS CAMPAIGN

AMERICAN PLANNING ASSOCIATION :

AMERICAN PUBLIC HEALTH ASSOCIATION

AMERICAN REHABILITATION ASSOCIATION

AMERICAN SPEECH-LANGUAGE-HEARING ASSOCIATION

THE AMERICAN SOCIETY FOR THE PREVENTION OF CRUELTY TO ANIMALS

THE ARC

AMERICAN SYMPHONY ORCHESTRA LEAGUE

AMERICANS FOR DEMOCRATIC ACTION

ARIZONA TOXICS INFO

ARTHRITIS FOUNDATION

ASPIRA ASSOCIATION, INC.

ASSOCIATION OF ART MUSEUM DIRECTORS (AAMD)

ASSOCIATION OF AMERICAN MEDICAL COLLEGES

ASSOCIATION OF AMERICA'S PUBLIC TELEVISION STATIONS



THE ASSOCIATION OF AMERICAN UNIVERSITY PRESSES
ASSOCIATION OF ART MUSEUM DIRECTORS

ASSOCIATION OF DIRECT RESPONSE FUNDRAISING COUNCIL
ASSOCIATION OF MATERNAL AND CHILD HEALTH PROGRAMS
ASSOCIATION OF PERFORMING ARTS PRESENTERS
ASSOCIATION OF SCIENCE-TECHNOLOGY CENTERS

AUTISM NATIONAL COMMITTEE

AUTISM SOCIETY OF AMERICA

BAPTIST JOINT COMMITTEE

BALTIMORE SYMPHONY ORCHESTRA

BAZELON CENTER FOR MENTAL HEALTH LAW

BOSTON FUEL CONSORTIUM

BRAIN INJURY ASSOCIATION

BREAD FOR THE WORLD

OTTO BREMER FOUNDATION

CALIFORNIA ASSOCIATION OF NONPROFITS

CATHOLIC CHARITIES NORTHERN

CATHOLIC CHARITIES OF THE ARCHDIOCESE OF OMAHA, INC.
CATHOLIC CHARITIES USA

CATHOLIC HEALTH ASSOCIATION

CATHOLICS FOR A FREE CHOICE

CENTER FOR ADVANCEMENT OF PUBLIC POLICY

CENTER FOR APPLIED LINGUISTICS

CENTER FOR CITIZEN'S ACCESS TO GOVERNMENT INFORMATION
THE CENTER FOR COMMUNITY CHANGE

CENTER FOR DEVELOPMENT OF INTERNATIONAL LAW
CENTER FOR INFORMATION, TECHNOLOGY & SOCIETY
CENTER FOR MARINE CONSERVATION

CENTER FOR MEDIA EDUCATION

CENTER FOR NON-PROFIT CORPORATIONS

CENTER FOR SCIENCE IN THE PUBLIC INTEREST

CENTER FOR WOMEN POLICY STUDIES

CENTER ON DISABILITY AND HEALTH

CENTRAL NEW YORK COUNCIL ON OCCUPATIONAL SAFETY AND HEALTH
CHESAPEAKE BAY FOUNDATION

CHICAGO SYMPHONY

CHILDREN AND ADULTS WITH ATTENTION DEFICIT DISORDERS (C.H.A.D.D.)
CHURCH WOMEN UNITED

CHURCH WORLD SERVICE

CITIZENS BUDGET CAMPAIGN OF W. PA

CITIZENS FOR PUBLIC ACTION ON BLOOD PRESSURE AND CHOLESTEROL, INC.
CITIZENS FOR RELIABLE AND SAFE HIGHWAYS (CRASH)
CITIZENSHIP EDUCATION FUND

CLEAN WATER ACTION

COALITION FOR LOW-INCOME COMMUNITY DEVELOPMENT
COLORADO ASSOCIATION OF NONPROFIT ORGANIZATIONS
COMBINED HEALTH APPEAL OF AMERICA

THE COMMON AGENDA COALITION

CONNECTICUT ASSOCIATION OF RESIDENTIAL FACILITIES
CONSUMER FEDERATION OF AMERICA



CONSUMERS UNION

COUNCIL FOR AMERICAN PRIVATE EDUCATION (CAPE)
COUNCIL FOR EXCEPTIONAL CHILDREN

COUNCIL-OF JEWISH FEDERATIONS

COUNCIL ON INTERNATIONAL AND PUBLIC AFFAIRS
CYSTIC FIBROSIS FOUNDATION

DANCE USA

DATA CENTER

DEFENDERS OF WILDLIFE

DELAWAREANS UNITED TO PREVENT CHILD ABUSE
EARTH ISLAND INSTITUTE

ECOLOGY TASK FORCE ~ SOUTHERN CALIFORNIA ECUMENICAL COUNCIL
ENVIRONMENTAL FUND FOR MICHIGAN
ENVIRONMENTAL LAW INSTITUTE

ENVIRONMENTAL MINISTRIES

ENVIRONMENTAL RESEARCH FOUNDATION
ENVIRONMENTAL SUPPORT CENTER

EPILEPSY FOUNDATION OF AMERICA

FAMILY SERVICE AMERICA

FIRST NATIONS DEVELOPMENT INSTITUTE
FOUNDATION FOR THE CAROLINAS

FREEDOM TO READ FOUNDATION

FRIENDS OF TEEN ARTS = .*.*

FRIENDS OF THE EARTH

FUND FOR CONSTITUTIONAL GOVERNMENT

FUND FOR NEW PRIORITIES IN AMERICA

THE FUND FOR THEOLOGICAL EDUCATION

GENERAL SERVICE FOUNDATION

THE GIRAFFE PROJECT

GIRLS SCOUTS OF THE U.S.A.

GIRLS INCORPORATED

GOODMAN THEATRE (CHICAGO, IL)

GOODWILL INDUSTRIES INTERNATIONAL, INC.
GOVERNMENT ACCOUNTABILITY PROJECT

GEORGE GUND FOUNDATION

THE ALAN GUTTMACHER INSTITUTE

HALLWALLS CONTEMPORARY ARTS CENTER

THE LUKE B. HANCOCK FOUNDATION

HEALTH INFORMATION NETWORK

JOHN HEVERON, JR.

HISPANIC ASSOCIATION ON CORPORATE RESPONSIBILITY
HOME BASE

HUNTINGTON ARTS COUNCIL

IDAHO CONSERVATION LEAGUE

ILLINOIS ASSOCIATION OF NON-PROFIT ORGANIZATIONS
ILLINOIS LITERACY RESOURCE DEVELOPMENT CENTER
ILLINOIS N.O.W LEGAL & EDUCATION FUND

ILLINOIS WOMEN'S FUNDING FEDERATION

ILLINOIS WOMEN WORK

INDEPENDENT HIGHER EDUCATION OF COLORADO
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INDEPENDENT SECTOR

INSTITUTE FOR ARTS & HUMANITIES EDUCATION

INTERACTION

INTER-NATIONAL ASSOCIATION OF BUSINESS, INDUSTRY AND REHABILITATION

INTERNATIONAL ASSOCIATION OF JEWISH VOCATION SERVICES

INTERNATIONAL EXECUTIVE SERVICE CORPS

INTERNATIONAL PRIMATE PROTECTION LEAGUE

INTERNATIONAL UNION OF ELECTRONIC WORKERS (IUE)

IZAAK WALTON LEAGUE OF AMERICA

ALBERT KUNSTADTER FAMILY FOUNDATION

LAND TRUST ALLIANCE

LIBRARIES FOR THE FUTURE

LUTHERAN WORLD RELIEF

MARCH OF DIMES

MARYLAND ASSOCIATION OF NONPROFIT ORGANIZATIONS

MDP CONSULTING

METRO HUMAN NEEDS ALLIANCE

MINNESOTA COUNCIL OF NONPROFITS

MISSISSIPPI CENTER FOR NONPROFITS

NATIONAL ALLIANCE FOR CHOICE IN GIVING

NATIONAL ASSOCIATION FOR MUSIC THERAPY

NATIONAL ASSOCIATION FOR VISUALLY HANDICAPPED

NATIONAL ASSOCIATION OF COMMUNITY DEVELOPMENT LOAN FUNDS (NACDLF)

NATIONAL ASSOCIATION OF DEVELOPMENTAL DISABILITIES COUNCILS

NATIONAL ASSOCIATION OF HOMES AND SERVICES FOR CHILDREN

NATIONAL ASSOCIATION OF INDEPENDENT COLLEGES AND UNIVERSITIES

NATIONAL ASSOCIATION OF INDEPENDENT SCHOOLS (NAIS)

NATIONAL ASSOCIATION OF PEOPLE WITH AIDS

NATIONAL ASSOCIATION OF PROTECTION AND ADVOCACY SYSTEMS

NATIONAL ASSOCIATION OF RETIRED FEDERAL EMPLOYEES

NATIONAL ASSOCIATION OF SERVICE AND CONSERVATION CORPS

NATIONAL ASSOCIATION OF SCHOOL PSYCHOLOGISTS

NATIONAL ASSOCIATION OF STATE DIRECTORS OF SPECIAL EDUCATION, INC.
(NASDSE)

NATIONAL AUDUBON SOCIETY

NATIONAL CAMPAIGN FOR FREEDOM OF EXPRESSION

NATIONAL COMMITTEE FOR RESPONSIVE PHILANTHROPY

NATIONAL COMMITTEE TO PRESERVE SOCIAL SECURITY AND MEDICARE

NATIONAL CONCILIO OF AMERICA

NATIONAL CONSUMERS LEAGUE

NATIONAL COUNCIL FOR EDUCATIONAL OPPORTUNITY ASSOCIATIONS

NATIONAL COUNCIL OF CHURCHES

NATIONAL COUNCIL OF JEWISH WOMEN

NATIONAL COUNCIL OF LA RAZA

NATIONAL COUNCIL OF NONPROFIT ASSOCIATIONS

NATIONAL COUNCIL ON FAMILY RELATIONS

NATIONAL EASTER SEAL SOCIETY

NATIONAL EDUCATION ASSOCIATION

NATIONAL FAMILY PLANNING AND REPRODUCTIVE HEALTH ASSOCIATION, INC.
(NFPRHA) :



NATIONAL FEDERATION OF NONPROFITS

NATIONAL HEADACHE FOUNDATION

NATIONAL HEALTH COUNCIL

NATIONAL HUMANITIES ALLIANCE

NATIONAL MENTAL HEALTH ASSOCIATION

NATIONAL MILITARY FAMILY ASSOCIATION

NATIONAL MULTIPLE SCLEROSIS SOCIETY

NATIONAL ORGANIZATION FOR WOMEN - CHICAGO CHAPTER

NATIONAL PARENT NETWORK ON DISABILITIES

NATIONAL PEACE FOUNDATION

NATIONAL PUERTO RICAN COALITION, INC.

NATIONAL RECREATION AND PARK ASSOCIATION

NATIONAL SOCIETY OF FUND RAISING EXECUTIVES (NSFRE)

NATIONAL WRITERS UNION, LOCAL 1981 (UAW)

NATIVE AMERICAN RIGHTS FUND

NATURAL RESOURCES DEFENSE COUNCIL

NETWORK FOR ENVIRONMENTAL & ECONOMIC RESPONSIBILITY
OF THE UNITED CHURCH OF CHRIST

NEW ENGLAND COLLEGES FUND

NEW YORK COMMITTEE FOR OCCUPATIONAL SAFETY AND HEALTH

NONPROFIT COORDINATING COMMITTEE OF NEW YORK

NONPROFIT RESOURCE CENTER

NORTH CAROLINA CENTER FQR NONPROFITS

NORTH CAROLINA CHILD ADVOCACY INSTITUTE

NOW LEGAL DEFENSE AND EDUCATION FUND

OHIO UNITED WAY

OIL, CHEMICAL AND ATOMIC WORKER'S INTERNATIONAL UNION (OCAW)

OLDER WOMEN'S LEAGUE OF ILLINOIS

OMB WATCH

OPERA AMERICA

OREGON ADVOCATES FOR THE ARTS

PACIFIC RIVERS COUNCIL

PACT, INC.

PARENT ACTION

PARTNERS

PARTNERS OF THE AMERICAS

PEOPLE FOR THE AMERICAN WAY ACTION FUND

PERFORMING ANIMAL WELFARE SOCIETY (PAWS)

PHYSICIANS FOR SOCIAL RESPONSIBILITY

PLANNED PARENTHOOD FEDERATION OF AMERICA

POF JLATION ACTION INTERNATIONAL

PRESBYTERIAN CHURCH (USA)

PRESBYTERIAN HEALTH FOUNDATION

PROFESSIONAL FUNDRAISING SERVICES, INC.

PROJECT HOPE

PUBLIC CITIZEN

PUBLIC VOICE FOR FOOD & HEALTH POLICY

RAIL-TO-TRAILS CONSERVANCY, ILLINOIS CHAPTER

RECORDING FOR THE BLIND AND DYSLEXIC

RESEARCH! AMERICA



RESULTS EDUCATIONAL FUND

ROCHESTER AREA FOUNDATION

THE ROCHESTER COUNCIL ON OCCUPATIONAL SAFETY AND HEALTH
STEVEN W. ROSS

SECOND HARVEST

SIERRA CLUB LEGAL DEFENSE FUND

HARRY SINGER FOUNDATION

STATE BALLET OF MISSOURI

SOCIAL SERVICES UNION LOCAL 8§35, SEIU, AFL-CIO
SOUTHERN EDUCATION FOUNDATION

SOUTHERN ENVIRONMENTAL LAW CENTER
SPINABIFIDA ASSOCIATION OF AMERICA

THE SYNERGOS INSTITUTE

THE TEAMSTERS

TECHNOSERVE, INC.

TENNESSEE NONPROFIT ASSOCIATION

THEATRE COMMUNICATIONS GROUP (TCG)

TOXIC EXPOSURE NETWORK

TRI-CITIES CHILDREN'S CENTER, INC.

TROUT UNLIMITED

UNITED LADIES GARMENT WORKERS

U. S. COMMITTEE FOR UNICEF

UNITED CEREBRAL PALSY ASSOCIATIONS

UNITED CHURCH OF CHRIST

UNITED STEEL WORKERS OF AMERICA

THE UNION INSTITUTE

UNITED AUTO WORKERS INTERNATIONAL UNION
UNITED WAY & COMMUNITY CHEST (CINCINNATI, OH)
URBAN LIBRARIES COUNCIL

U. S. COMMITTEE FOR UNICEF

UNITED STATES CATHOLIC CONFERENCE

UNITED WAY OF AMERICA

VCL INTERNATIONAL

VETERANS FOR PEACE, INC.

VOLUNTEERS OF AMERICA

THE WASHINGTON COUNCIL ON AGENCIES

WAVE, INC.

WESTERN MASSCOSH

WESTERN NEW YORK COUNCIL ON OCCUPATIONAL SAFETY AND HEALTH
THE WOODROW WILSON NATIONAL FELLOWSHIP FOUNDATION
WOWMEN'S COLLEGE COALITION

WOMEN'S LEGAL DEFENSE FUND

WORLD VISION U.S.

YMCA OF THE USA

YOUTHCARE

YWCA OF LANCASTER, PA

YWCA OF SPRINGFIELD, ILLINOIS

YWCA OF THE U.S.A.
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INDEPENDENT SECTOR POSITION ON THE PROPOSAL BY
CONGRESSMEN 1STOOK (R-OK), MCINTOSH (R-IN), AND EHRLICH (R-MD)
THAT WOULD BAR THE USE OF PRIVATE CONTRIBUTED DOLLARS BY
CHARITIES THAT ARE FEDERAL GRANTEES AND ENGAGE IN SUBSTANTIAL
POLITICAL ACTIVITY.

INDEPENDENT SECTOR opposes the Istook, Mcintosh, Ehrlich proposal, which can only
be viewed as an effort to still the voice of charitable organizations. Their draft bill would
prohibit federal grant funds from being used for what they term "political advocacy”
which includes a number of activities not now considered lobbying under the Internal
Revenue Code. Nonprofits that engage in that activity, even with private funds, would
be ineligible for federal grants if more than 5% of their non-grant related funds were used
for political advocacy. Following are the reasons that we strongly oppose this proposal.

-- To argue that nonprofit organizations receiving federal grants should be barred from
substantial advocacy reflects a fundamental misunderstanding of the historic relationship
between nonprofits and government.

-- Nonprofits have always been involved in both service delivery and advocacy, and the
public benefits from these dual roles. Both by providing an alternative to direct
governmental delivery of public services, and by enabling individuals to speak out
effectively on public policy issues, nonprofits serve to limit rather than expand the power
of the state.

-- Barring federal grantees from substantial advocacy activity is neither grant reform nor
good government. No one knows better the extent of a community's needs for services
or how best to improve the effectiveness of federal programs than the nonprofits on the
front lines of service delivery. Excluding these nonprofits will diminish, not protect, the

policy process.

-- Existing law properly prohibits the use of grant funds to cover either the direct or the
indirect costs of lobbying. This rule is enforced by federal auditors, and the level of
compliance appears to be quite high. There is simply no justification for imposing more
restrictive rules and burdensome new administrative requirements at a time when
nonprofits are being called on to expand their services to help offset cuts in federal
spending. This is particularly true when no similar restriction is proposed for federal
contractors, who would remain free to lobby with their nongovernment funds.

A NATIONAL FORUM TO ENCOURAGE GIVING , VOLUNTEERING AND NOT=FOR<PROFIT INITIATIVE
1828 L Street N.W. o Washlngton D.C. 20036 « (202) 223-8100
FAX: (202) 416-0580 « TTY: (202) 659-2729

oo (D



- Finally, conditioning the receipt of federal grant funds on grantees' renunciation of
their First Amendment right to lobby with private funds raises serious constitutional
concerns. While Congress can refuse to subsidize grantees' lobbying, and can require
strict separation of federally-funded and privately funded activities, it cannot limit
grantees' right to lobby with their private funds.

We urge IS Members and other charitable organizations to oppose this Congressional
effort to muzzle the voice of voluntary organizations.



1742 CONNECTICUT AVENUE, NORTHWEST

WASHINGTON, D.C. 20009-1171
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OMB WATCH

e-mail ombwatch @ rtknet.org

Key Concerns About A Proposed Anti-Advocacy Bill

The following are key concemns about a June 27, 1985 "discussion draft” bill
developed by Reps. Emest Istook (R-OK), David Mcintosh(R=IN};"and Robert
Ehrlich (R-MD) that would prohibit organizations that advocate above a certain
expense level from recsiving federal grants, and would prohibit use of federal
funds for advocacy -- even when specifically authorized by law.

= Nonprofit organizations do not use federal funds to lobby. Nonprofit
organizations are currently prohibited from using federal funds for direct
and grassroots attempts to influence legislation. Furthermore, if a
nonprofit federal grantee wishes to receive reimbursement for indirect
costs, the grantee must provide additional information about all lobbying
activities in order to assure that indirect costs in no way subsidize
lobbying activities. Penalties include having to repay all "associated”
costs for lobbying, immediate suspension or termination of grants, and
debarment from all future federal funds. Thus, even for very minor
violations, there already are powerful enforcement penalties. So why
the need for the bill? There is no evidence of significant grant abuse; if
there were, the solution would be to improve enforcement, not rewrite
law.

s The blll would-undermine the historical partnership between the
nonprofit sector and the government. The nonprofit sector plays a
key role in our society. People across the country use nonprofit
organizations to learn more about key issues of the day, and to link up
with other citizens to create a more powertul voice. In partnership with
government, nonprofit organizations are engaged in service delivery,
research, public education, and much more - in general, they work to
build a better America. This partnership puts the nonprofit sector in a
unique and well-qualified position to comment on gaps in service
delivery, identity problems and strengths with existing law and
regulation, and, in general, help to reinvent government to make it more
efficient and responsive to public need. The nonprofit sector has
become the advocacy voice for vuinerable populations and those that do
not have the resources or skills to assert their basic rights. While there
is a wealth of perspectives within the sector, there is one common
theme: we speak for the public good, not a private interests.

= The blll would gag nonprofit organizations. The
Istook/Mclintosh/Ehrlich bill, under the guise of fixing a problem that
doesn't exist, would cut off the ability of nonprofits to provide
commentary to local, state, and federal govermmments, and would have a
chilling impact on the entire nonprofit sector. And although
Congressional leadership has spoken of strengthening public charities,
the message of the bill is clear: you should be seen (and do the work),
but not heard. Such efforts only work to undermine the strength of the
nonprofit sector.
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NONFROFIT ADVOCACY

Lobbying and other advocacy by nomprofit organizations supports the
public interest. The assumption of the current attack on nonprofiss is
that advocacy by nomprofit organizations is detrimental to a democratic
society and should be punished by the withdrawal of federal funds used

to support other activities. This premise is fundamentally flawed.

Nomprofit organizations are volumtary, diverse and competitive. They
eIxourage govermment and non-govermmental structures to respond to the
needs of the poor, people of color, women, and others who face
significant odds in their pursuit of a quality life. They make sure that
many voices and points of view are heard so that the best possible
answers will emerge out of the crucible of democratic debate. They
provide-veices for dissent.

The purpose of the current effort, specifically the Mclmosh proposal, is

to suppress the ability of nonprofit organizations to use their own
financial resources to inform and educate the public about how proposed

government policies will affect them and to stifle their ability to
communicate dissenting views to federal, smte and local legislators.

There is no need for further legislation to curb perceived abuses.
A wide array of laws and regulations already exist:

® OMB grant rules prohibit use of federal funds for electioneering.
The Internal Revenue Code also bars parfisan political activity by section
501(c)(3) organizations.

® OMB grant rules bar the use of federal grant funds for lobbying.
Grantzes are subject to stringent audit requirements to enforce this
limitation.

® Federal grantees are forbidden by stamute from using grant monies to
lobby for additional funds. Comprehensive reporting requirements aid in
the enforcement of this prohibition.

® IRS rules already limit lobbying by section 501(c)(3) organizations
that receive tax deductible contributions. Reporting and disclosure
requircments promote public scrutiny of nonprofiss and deter abuse.

-over-



Federal grantees are already prevented from using fedeml dollars to lobby and strict audis
requirements ensure effective enforcement of this restriction.

® OMB Circular A-122 probibits the use of federal fund for carrying on political and
lobbying activities.

® OMB Circular A-133 requires organizations receiving more than $100,000 in federal funds
from more than one federal program to confract with an independent certified public
accountant, to carry out an independent and comprehemsive audit of the organization’s books
and of its compliance with federal financial and program requirements.

@ Circular A-133 ensures audits of all but the smallest grant recipients. Audits usually must
be condicted anmually; in no case can they be less frequemt than every two years. Govermment
retains the right to conduct additional audits as it deems necessary.

@ There are significant sanctions for organizations that violate the prohibition on the use of
federal funds. Sanctions include reimbursing the govermment for misspent funds, suspension
or termination of grants, and the suspension or debarment of the grantee from receiving further
awards.

The Internal Revenue Code Restricts Lobbying by Nonprofit Organizations.

® The IRC limits the extent to which charitable organizations may lobby. Public charities
may not engage in lobbying as a substantial part of their activities. Organizations that have
elected under section 501(h) are subject to clearly defined lobbying expenditure limits: 20% of
the organization’s first $500,000 of exempt purpose expenditures. Grassroots lobbying
expenditures are limited to no more than 25% of the total allowable lobbying expenditures.

® Organizations with anmual receipts in excess of $25,000 must file a detailed information tax
return with the IRS that, unlike returns filed by businesses, must be made available for public
inspection upon request.

The Mclntosh proposal’s definition of prohibited advocacy extends to activities tradibonally
recognized as forwarding a charitable purpose.

® The definition of "political advocacy” includes engaging in administrative agency
proceedings, an area that has not previously been restricted in light of the substantial
contribution that nonprofit organizasions make in informing federal bureaucracies of the reality
of community needs and community problems.

® The draft would bar litigation, except that directly involving the nonprofit as a defendant, if
agents of the federal, state or local government are parties.

@ Litgation has long been recognized as a legitimate tool for advancing the public interest.
Public interest law firms are acknowledged under the Internal Revenue code as charitable
organizations, and are clearly permitted to use litigation to further their charitable purposes.
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INDEPENDENT SECTOR
and
The Independent Sector

INDEPENDENT SECTOR is a national coalltlon of over 800 voluntary
organizations, foundations and corporate giving programs with national
interest and impact in philanthropy, voluntary action and other activity
related to the educational, scientific, health, welfare, cultural and
religious life of the nation. Based in Washington, D.C., the organization
was founded in 1980. Its mission is to create a national forum capable of
encouraging the giving, volunteering and not-for-profit initiative that
helps all of us better serve people, communities and causes.

The organization represents a broad and diverse third segment of
American society, which, along with government and business, impacts
our everyday life. There are over 600,000 organizations in the
independent sector and with religious congregations (which also provide
a broad array of community services), that number jumps to 983,000.
Adding small, community groups and local chapters of larger groups,
estimates put the total at close to two million.

The sector's share of total national income was nearly 7% in 1990. Today,
total annual revenues in the sector are $416 billion, coming from
contributions, fees and foundation, corporate and government grants.
over $100 billion is contributed annually by individuals.

The 1990 census showed that 7.8 million people are employed in the
independent sector, representing 6.7% of all employed persons in the
U.S. Nearly 90 million volunteers are giving time in health, social services,
environmental protection, the arts, youth service, education, religious
congregational projects, sports and recreation, civil rights, scientific
research, housing and more. -

Contact: John.Thomas, Héctor Ericksen-Mendoza or Sharon Stewart
202-223-8100; FAX: 202-416-0580
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Mixed
1 Reviews
for Clinton

Chanities praise his grasp of issues
but are dismayed by welfare changes
and reductions in federal aid

By JENNIFER MOORE
and GRANT WILLIAMS
WASHINGTON
ON-PROFIT LEADERS expected a lot from
Bill Clinton when he moved into the
White House nearly four years ago.
They knew that the President was un-
likely to increase their federal aid, but they hoped he
would make them his partners as he tackled the
country’s problems.

Now, as Mr. Clinton makes his bid for a second
term, charity leaders are divided over his perform-
ance.

Some charities charge that the President has hurt
them—and the people they serve—by approving
steep cuts made by the Republican-led Congress this
year in low-cost housing, the arts, and other federal
programs. They are also deeply unhappy about the
recently enacted overhaul of the welfare system.

Others say the Administration has failed to col-
laborate with them in developing major policies.

But many in philanthropy say both federal and
non-profit leaders simply expected too much from
Mr. Clinton’s first term. “Where the disconnect has
happened is in people’s expectations of what could
happen and how fast,” says Lauren Cook, a consul-
tant to the Council on Foundations on public-policy

issues. CYNTHIA JOMNSON/ GAMMA LiAISON
White House officials say many people underesti- Charity leaders praise Bill Clinton (shown here at a discussion on family issues) for his work
Continued on Page 26 on AmeriCorps and enterprise zones, but complain that he has not sought their counsel enough.
" ' = A Mega-Giver Looks West
- . . . The billionaire George Soros (right), who
Awards S0 | Letters & Opinion 52-54 has set up foundations throughout the for-
Books 46 | Managing 38-51 mer Soviet bloc, is increasing his giving in
Coming Events 55-62 | My View 52-53 America, where he wants to deal with so-
v cial problems like crime, bad schools, and
Deadlines 62-64 | News in Brief 12,45 teen-age pregnancy. Story on Page 9.
Directory of Services 59-61 | People 48-50
The Face of Philanthropy 6-7 | Press Clippings 47 Rm From the Weifare Bi
- New federal welfare provisions enacted
Foundation Annual Reports 24-25 | Professional Opportunities 65-79 last month pose the most serious challenge
Fund Raising Rl 31ﬂ Tax Watch 51 that charities have faced in the past 15
Giving 9-25 | Technology 45 years, say some officials, and could trans. |
=——t - form much of the non-profit world. Story
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on Page 38

A OUINONIZ BLACK STAR
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Doris O. Matsui, a top aide to President Clinton, says that non-profit groups and
Adminstration officials are now beginning to develop “a real partnership."”
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mate the importance the Clinton Administration
places on charities and their causes. “It is so deeply
rooted and inculcated in just how we think around
here,” says Melanne S. Verveer, a top aide to First
Lady Hillary Rodham Clinton. “It affects the work
that we do all the time.”

Still, Administration officials say they hope to do
more. Projects already under way include a new
White House World-Wide Web site that would pro-
vide non-profit groups with federal-grant informa-
tion and make it easier for them to communicate
with government officials.

Many Give President High Marks

Most non-profit leaders give President Clinton
high marks for his grasp of the issues that affect
their organizations. They praise his expertise on
subjects like national service and international re-
lief and development, as well as on policies that
make a difference to charities of all kinds, such as
changes in the tax deductibility of charitable
gifts

Mark Rosenman, head of the Union Institute’s
Washington office, recalls going up to the President
after he gave a speech last summer and asking him
to oppose Congressional efforts to restrict lobbying
by charities that receive federal aid.

Much to his surprise, Mr. Clinton launched into
an in-depth discussion of the restrictions and his
reasons for opposing them.

“He then started talking about strategy,” says Mr.
Rosenman, “about how the non-profit sector ought to
position itself on this issue.” The President made it
clear he would lend his support to charities but could
not “carry our water,” Mr. Rosenman says.

The proposal was ultimately defeated, in part be-
cause of Mr. Clinton’s behind-the-scenes opposition.
“President Clinton’s support was not there as fully
as some of us would have had it,” says Mr. Rosen-
man, “but it was there in ways that have not charac-
terized previous Administrations.”

In fact, charity officials say, the forthcoming elec-
tion presents a rare opportunity: Both major party
candidates seem to have a strong understanding of
charity issues.

Bob Dole, the Republican Presidential nominee
created the Dole Foundation for the Employment of
People with Disabilities, and his wife, Elizabeth
Hanford Dole, heads the American Red Cross. (An
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MEMO

October 17, 1994

TO: Melanne Verveer
FR:  Bob Smucker
RE: Suggestions for comments by the First Lady at our Annual Meeting

Enclosed is an October 6 memo from Rick Jasculca to Patti Solis regarding the First Lady’s
involvement at our Annual Meeting.

As you can see, the theme is youth and volunteerism. My hope is that a bridge could be
built from that theme to the importance of the involvement of youth in advocacy. The
enclosed statements President Clinton made in his campaign and later at the reception for
nonprofit leaders are certainly pointed in the right direction.

A statement to the effect that opportunities should be open for youth to learn advocacy and
lobbying skills in nonprofit organizations, would be especially helpful. | would take it one step
further and urge a strong statement to the effect that government at all levels should avoid
actions that might impede such opportunities.

We have several reasons for urging such a statement.

1) As you know, we just escaped by a hairs breadth being saddled with
substantially increased, and needless, disclosure under the Lobby
Disclosure Act. It's my guess that charities will oppose the Lobby
Disclosure Act (we didn't oppose it this time around) in the next
Congress if it doesn’t permit us to disclose our lobbying activities under
IRS rules.

2) You probably know that National Service volunteers may not be
involved in advocacy or lobbying. We continue to think that was a
mistake and hope to come back to the issue again in the upcoming
Congress.

So, a strong statement from the First Lady in support of nonprofit lobbying and advocacy
could help to set the tone for the next Congress.

A NATIONAL FORUM TO ENCOURAGE GIVING, VOLUNTEERING AND NOT e FOR e PROFIT INITIATIVE

1828 L Street, N.W. e Washington, D.C. 20036 ¢ (202) 223-8100
FAX: (202) 457-0609
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| just wanted to be certain you know what our agenda will be in the advocacy/lobbying arena
in the next Congress so you'll know why we are hopeful that the First Lady will make a strong
statement of support of that activity.

Enclosures
cC: Sara E. Meléndez
John Kemp

Brian Foss
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TO: Patti Solis

FR: Rick Jasculca

RE: Hillary Clinton’s Interaction With Young People at the Independent
Sector Annual Meeting in Chicago

We are pleased that Hillary Clinton is planning tc attend the Independent
Sector Annual Meeting in Chicago which wiil be October 23 - 25.

As vou know, we have identified 14 Chicago-area young people who will
participate in the conference by serving on a panei or introducing a plenary
session. Their excitement about taking part in the conference will no doubt
intensify when they learn that thev may meet Hiliary Clinton and receive a
personal invitation from her to visit the White liouse.

We understand that Ms. Clintor would like to interact with the young
participants. Following are ideas on how we can make this happen.

Declaration of Volunteerism

Before the conference, each young person will describe (in 30 words or less)
what volunteering means to them. Each ot these statements will make up
the giant “Declaration of Volunteerism” that will be on stage. One by one, all
14 students will go forward and add their velcro-backed portion of the
declaration that includes their statement. They will then tell Ms. Clinton and
the audience what volunteering means to them. Ms. Clinton can comment
on their statement or ask questions about their volunteer work and escort
them to a smaller, fancier scroll version of the declaration that will be sitting
on top of an antique desk. The students and Ms. Clinton will each sign this
declaration with a quill pen to make it official. After the last student has
signed the scroll, one of the students will present Ms. Clinton with the
declaration, as their pledge to continue volunteering and to encourage other
voung people to do the same.



Show And Tell

Objects often help to tell a story. So, to help Ms. Ciinton and the audience
experience the different types of volunteer work each student does, the teens
will each bring an object to help tel! their voiunteer storv. For example. these
objects may be books and other materials used by 2 volunteer who tutors
inner-city children ... or the marzal arts uniform that is worn by the
volunteer who shares this art with people who are physically challenged. Ms.
Clinton would be able to ask questions of the stucents about their
volunteering and the objects they have shared.

Show And Let Them Tell

Each of these ambitious teens has helped a number of people bv volunteering
in Chicago-area communities. All 14 student participants could bring a
person whom they have helped. Each student would introduce their guest
and give a brief summary of how their relationship has helped to motivate
the student to continue commuraty service. The guest can also tell what a
difference the young volunteer has made in his/her life. Ms. Clinton can
jomn in this dialogue with the volunteers and their guests.

Building Bridges Between Young Volunteers and People in Need

The theme of the conference is building bridges. it is obvious that these
outstanding young people are building a bridge, of sorts, through the work
that they are doing -- a bridge between young volunteers and people in need.
On stage, we can have a small bridge constructed of light wood and chicken
wire, for example. The students, with Ms. Clinton nearby, will then complete
its construction by adding objects, such as T-shirts, uniforms and other
materials that represent the volunteer efforts of the 14 young people. The
students will place their objects on the bridge. Each student’s journey across
the bridge will symbolize his/her reaching out to help others. They will then
invite Ms. Clinton to cross the bridge with them.

We look forward to discussing these ideas with you.




U,W,2 - CLINTON-NON-PROFITS, KED -

clinton-non-profits

REMARKS BY PRESIDENT CLINTON AT RECEPTION FOR NON-PROFIT
ORGANIZATIONS

EAST ROOM, THE WHITE HOUSE
WASHINGTON, DC

5:00 P.M. EST

TUESDAY, APRIL 12, 1994

STX

TRANSCRIBED BY: FEDERAL NEWS SERVICE
620 NATIONAL PRESS BUILDING
WASHINGTON, DC 20045

FEDERAL NEWS SERVICE IS A PRIVATE FIRM AND IS NOT AFFILIATED
WITH THE FEDERAL GOVERNMENT.

COPYRIGHT 1994 BY FEDERAL INFORMATION SYSTEMS CORPORATION,
WASHINGTON, DC 20045, USA. NO PORTION OF THIS TRANSCRIPT MAY BE
COPIED, SOLD, OR RETRANSMITTED WITHOUT THE WRITTEN AUTHORITY OF
FEDERAL INFORMATION SYSTEMS CORPORATION.

TO RECEIVE STATE, WHITE HOUSE, DEFENSE, BACKGROUND AND OTHER
BRIEFINGS AND SPEECHES BY WIRE SOON AFTER THEY END, PLEASE CALL
CORTES RANDELL AT 202-347-1400.

COPYRIGHT IS NOT CLAIMED AS TO ANY PART OF THE ORIGINAL WORK
PREPARED BY A UNITED STATES GOVERNMENT OFFICER OR EMPLOYEE AS A
PART OF THAT PERSON'S OFFICIAL DUTIES.

.................................

you very much.

Ladies and Gentlemen, Secretary Shalala, Secretary Cisneros, and the many
other people in our administration who are here who have long supported the
nonprofit sector of this country and worked in it. | suppose no one qualifies in that
regard more than the first lady. (Applause.) Since | first met her, I've seen Hillary
serve on children's advocacy boards, legal services boards, hospital boards,
foundation boards. | was counting outside, | haven't checked with her, but | know

that she's helped form three nonprofit organizations and been associated with at



least a dozen others. | appreciate the fact that she found a little time for me over
the years. (Laughter.)

| say that because | have learned not only as a governor and a public official
and now as president, but also in my own family, the incredible importance of the
work that all of you do and those whom you represent. When | ran for president, |
said as clearly as | could that | thought the national government had a responsibility
to do many things that we were not then doing, but there were many things we
could not do, and that in the absence of a partnership with people in community
organizations all across this country we would surely never become the nation we
ought to be.

I'd like to make a few remarks about that, but | think it is appropriate, since
we're talking about citizenship in its best form, that | also make a couple of
comments at the outset about a subject very much in the press today.

Since Justice Blackmun announced his retirement last week, | have been
working to find an able replacement. Last night, Senate George Mitchell, who was
my leading candidate for the Court, came to see me and asked me what | wanted
him to do. And | said, Well, | want to talk to you about it; I'd like to appoint you to
the Supreme Court, if you think we can do our work here for the country this year,
in pursuing health care reform and the other things we have to do.

And he looked at me and said, You know, I've always wanted to be on the
Supreme Court, and no one can predict what it would be like if | were nominated
and then confirmed while sitting in the Senate and leading this fight, what the
impact would be. | have thought of all the ways we could do it and all the various
scenarios and I'm only sure of one thing, | cannot imagine that the impact would be
good, in terms of our ability to pass health care, welfare reform and any of the
other things we want to do.

But his special concern was with regard to health care reform. And so he
said, | believe | should stay in the Senate and serve my term out and try to lead
this country to health care reform. That's after all the job | was given, and it's my
job till next January, and |I'm sorry that the timing is not good but | think it's the

right thing to do.



| said, Well, why don't we sleep on it and see if we can think of a way to do
it? This morning early, | called him on the phone and he said, | still see it the same
way. And | said, Well, | haven't any thunderbolt of insight about how your
analysis is wrong. So he said, | still think | ought to do not what | want to do but
what | should do. And he seemed as comfortable with that decision as any one
that I've ever seen him make.

| say that because this country needs more people who devote themselves
not only to what they would like to do but what they think the country needs . He
has dedicated himself to doing something that, if successful, this health care
reform would be the work of a generation in America. His leadership role is crucial.
| value it, and I'm grateful for it. And so, | would like to begin by thanking him, on
behalf of this country, for his willingness to forego a great personal opportunity, in
anticipation of an enormous struggle with an uncertain result, for a result that is

worth the careers of many of us.

| thank him for that.

The interesting thing, as | look out at this crowd of you, and | see so many
of you whom I've known for so many years, and | think of all the struggles that
you have been in with an uncertain result, determined to make life better for people

in any number of ways.

In 1840 Alexis de Tocqueville said if Americans want to proclaim a truth or
propagate some feeling by the encouragement of example, they form an
association. (Chuckles.) Well, today, at the dawn of a new century, we're full of
associations. Every now and then | hear from one | don't like all that much.
(Laughter.) Sometimes | hear from those | like very much things that | wish | didn't

have to hear. That is a part of what makes America a special place.

Every item, as | said earlier, of the national agenda | have sought to pursue

so vigorously ultimately depends upon people in their private capacities doing



things differently. Much of what | try to do here is designed to empower people to
live up to the fullest of their own capacities and to face their problems in their own ,'
ways most effectively. Whether that's true in health care reform, or education !'
reform, or crime prevention, or using national service through the sterling work that

Eli Segal has done to permit people to solve their problems at the grass-roots level.

You can see it in every initiative. The whole notion that the government has to i'
|
empower people to take control of their own lives depends upon the ability of '
people to organize effectively, to lobby their government, to influence our policies, |

and also to tell us what they know is the truth.

Just today we received what | have seen year after year as one of the best
examples of that kind of action with the release of yet another report from the
Carnegie Corporation, and this one, | think, one of the best that | have ever read,
on how we can better meet the needs of our youngest children. This report is
nearly three years in the making, and | think now it's fair to say it's the most
comprehensive analysis of the condition of American children aged zero to three. It
awakens us to the fact that millions of our infants and toddlers are living in
shameful conditions, but also, and even more importantly, offers a coherent set of

solutions about what we ought to do about it.

In an attempt to be a better partner with all of you and what you are doing,
we are establishing today a nonprofit liaison network of 26 different liaisons in
every important government department and agency to work with all of you, to
emphasize in an organized way how much we value your good work, your input

into our policies, your advocacies of things that still need to be done.

One of the most important things in this complicated age of zillions of
problems is that | identify what it is as president | can do and what it is | need
someone else's help to do. Of all the things that we can spend our time on here in
the White House and in this government, which things are most important and

which things will spark the largest release of energy in a positive and constructive



way around the country? You have to help us make that decision. For, in truth,
that's a decision that we make anew here constantly as we deal with the

difficulties as well as the opportunities that come to this place.

| hope this is the beginning of an even better partnership. | thank you very,
very much for what you do. And | want to say again | cannot succeed as president
unless you succeed and unless you succeed in mobilizing millions of our
countrymen and women for the important tasks that faces us. | honestly believe
that we may be at dawn of a new American renaissance, a period when we are
able to face with greater energy and greater hope and a greater sense of
community and common purpose the challenges before us than has been the case

in a generation.

If we do it, we will make the beginning of the 21st century the most exciting
time in American history to be young, to grow, to come to maturity, and to make a
life. If we don't, we will have squandered a greater legacy. The only way we can
do it is if somehow there is a role for all of us, not just those of us in high office.

You provide that role for all of us, and | will do my best to help you play it.

Thank you very much. {Applause.)
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Mrs. Hillary Rodham Clinton
First Lady

The White House
Washington, DC 20500-2000

Via Telecopy

Dear Hillary:

Necdless to say, 1 am immensely pleased to hear that you have agreed to speak to
Independent Sector’s Annual Conference in Chicago next week. Your audience will include the
leaders of a broad and diverse group of important philanthropic organizations {rom around the
country. Your appearance will do very much to cement the warm relationship of the
Administration with the nonprofit community which you and the President so forcefully began
with the White House conference last spring.

As ] mentioned when I was first in touch with you about the IS Conference, a topic of
major continuing concern to JS has been legislative advocacy by philanthropies. Jt is far from the
only work of IS, but it has been central to the organization from the time of its original formation.

To give some sense of the 1S views on the point to whomever is doing preparatory thinking
for you about your remarks, I atach a copy of testimony I did several years ago for IS in the Ways
and Means Committee. To avoid the need for reading thrcugh five Jong, dreary pages, I have
marked the key paragraphs.

I very much look forward to seeing you in Chicago next week, and if I can help in any way
belore then, by all means have one of your people get in touch with me.

With warmest personal wishes.

Sincerely,

Thomas A. Troyer

Attachment
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THOMAS A. TROYER
Caplin & Dryndale
Washington, DC ! ’
HEARINGS BEFORE SUBCOMMITTEE ON OVERSIGH4
COMMITTEE ON WAYS AND MEANS
U. 5. HOUSE OF REPRESBNTATIVES

Room 1100, Lengworth House Office Buildin
9:30 a.m., March 12, 1987 '

My name is Thomae Troyer. I am & wember of the law [inn of
Caplin & Drysdale. X rcpresent a broad range of charliuble and
aducational oxganizations( and I am the former chairman of the
Exempt Organizations Cummitlew of tho Amerfcan Bar 2ssociatlion Tax
Section. 1 appear today on behalf of Independent Sector. 1
appsuciate® very much tha opportunity te participate in this
hearing.

L would like to focus my comment.3d on one part of rhe terrain
which is the general subject of your hearing -- the highl
important law that Congrcoc adoptcd f{n 1976 to cnablc public
charities to eleat liberalived tax rmilea for their legialative
activities., Thy Ways and Means Cummittee in particular speantl a
good deal of time and effort in developing that law. Nonetheless,
memoxies tade; a multitude of important matters have consumed the
Comnittee’s attention over tne intervenlng decade: and the
membership nf the Committee and the Congrean hava naturally
changed over that time.

That =ajd, ir seems ta me well ta highlighr threa kay aspects
of the 1976 law: (1) thc fundamcntal objective of the Committee
and Congress in developing and enacting the statute; (2) the
measuzed, Jdeliburate process Ly which tha law was fozuwulated; and
(3) the experience we have had with the statute aince 1976,

Prefatorily, lct mc underscore two points about the tax laws
govexning charities that are left entirely unchanged by the 1876
law. PFirst, since 1954 the tax provieion for charities has
fanaraly and absdlutely mmled ont any participation in politiacal
campaigng. FProm tha beginning, that bar was absolute; Congress
qui te conacionsly left it intaet as the 1976 law pasased; and it
remains so today. Second, the 1576 liberallzations were made
available only to eiigible Rublic charitics. Private foundations
cannot make use of them. The very strict limitatiors that
Congress specifically designed for the legislative activities of
private foundations in 1963 were untouched Ly the 1§76 law, and
thay, also, remain tn affect today.

CONGRESSTIONAL OBJECTIVE

For meny years the Internal Revenue Code spechftied that, tor
a charity to be tax-exempt and eligible to receive dcductiblc
charitable contributions, “no subatantial part“ of its activitiea
could coneist of attcmpting to Influence legislatiovn. Over those
years, neither the courts nor the Internal Revenue Service
pruvided aity seal guidancve adoul Lhe meaning of the "substaatial”
test, The result wae that the charitable community yenerally yave
a vory wide besth Lo any comment on any issue of public policy.

In the late 1260’s, one charity departed frem that precept --
and in a highly publicized case, lost its wligibility tu recwive
chaxritablde contiibutions by lobbying to pzevent the ftlooding of
the Grand Canyovn. Several other charities were Lhreatened with
loss of their exemptions because of their legislative artivitiea.
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Ac thoegc cases became known, they pointed up the funhamantai irony
of denying accesas to the public folicy and legislative gprucesa te
charities -- ifnstitutions by their nature formed for public
purpoecc, rather than to advance the private financial intereets
of shaxeholders, omployees, or othars.

In 1871, Congresa turned to the problen. In Narch of that
year, Senator MusKie introduced the flrst of a seriea of bills
destgned to clarify and liberalize the tax law restriction on
public charities -- and thereby to encourage tham to participate
more fully in the formulation of publi¢ policy at the local, state
and national levels.

The leqislative hietory is quite plain about tha purpouse Of
the Congrussional effort.

Senator Xelson:

L “The prescnt law qoverning legislative activities
of public charities is unduly restrictive,
difficult to adminicter, and undemocratic. The
presant law cffeetively inhibits a diverse,
informed, ard linportunt segment of our society from
pregsanting ite views either to Congresée or §tate
and local legislative bodicc, and deprives
legislatozrs of the experience and knowledee of
these charitieg.® 119 Cong. Ree. 5746 (daily ed.
Pebruary 28, 1573)

*These arganizations represent the puhlic in many
important arcas auch as health, wducation, and the
environment. These groups have much information to
rontribute and a widc range of helptul experience
that could greetly assist the considexation and
cnactmant of this country’e lawa.- 119 Cong. Rec.
5749 (daily ed. Fcbruary 28, 1973).

Rep. Conable:

] “The role of the charitica inm a pluralistic society
~= somathing wo are all dedicatig to ~-- 18
constructive and tha charitico should nat be
mgzzledi; 116 Cong. Ree¢. 42632 (daily ed. Dacember
19, 1973).

Sen. Muskie:

o It makea no sense to decida that theac
organizations operata in the public interest and
grant them tax-exempt status and then gilence them
when they attempt Lo spaak to those who must decide
public polic;." 117 Cong. Rec. 8517 (daily cd,
March 30, 1971).

"Thuse organizations can be a valuable source of
information; thcy can broaden legislators’
undexstanding of rogosed legislation, and the§ can
Anggest valuable legivulative altermatives,* 121
Cong. Rec. 42028 (daily ed. Necember 19, 1975).

Sen. Dole:

° *Charities can be and chould be impartant sources
of information on laegislative isgsues.® 121 Cang.
Rec. 42032 (daily ed. Deocmber 19, 1975).

1HFE _EVOLUTION OP THE STATUTE

The 1976 statutce was the product of a careful and de)iberate
proccss that took place over a period of five years. EBroader
effarts folluwed the 1%71 beginnings. In 1972, billo were
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inteoduced in both the House and tha Scnatc. The was and

Means Cummittes held three Lfull days of hearings on 'the subject in
1972, More than 100 witnesses submitted testimony at those
heaxings. Russell Train, the Chaiiman of the Council on
Environmental Quality, testified strongly abouut the capacicty of
charities to make important contributions ta the conajderation of
public policy == and, specifically, legislative policy -- and
urged the Committee to allow charitias gufficient fracdom to maka
those contributions. Members of Congrass, the Chairman of the Tax
Section of the Amewzican Bar Association, and a wide range of othar
organizational representatives and individualc tectiticd in favor
of liberxalization of the existing tax restraint on charities’
legislativo activities.

At least eleven bille with that egsantial objectiva wera
introduced trowm 1971 to 1%76. During thia period, there were a
great many meetings among Ways and Means Comnuittee members, other
interested mambere of Congregs, the ataff of the Joint Committee
on Internal Revenue Taxation, Treasury, and representatives of the
charitahle community, These discussiones produced repeated
revigions of the draft legislation. The Joint Cammittee draltraen
devoted many days and much hard thought to devising and zefining
legislation that would awet the objactives of Cangressional
proponents and, at the same time, resolve concerns expressed by
Treasury or by one or another member of Congreas.

Additional hearings were held by the full Ways and Means
Committee in 1Y76. The Coalition of Concerned Charities,
consisting of somc 80 public charitics, cxprosscd Ltd support for
the final bill. The Treaaury representaotive suEported the bill
without rceervation, statlng Treasuzry’s belief in its wozrth for
the legislativo proccos and the Department’c undcrstanding that it
comprised both a clarification and a liberalization of exisgting
law,

The statute that umeryed from thie painstaking procese drew
very broad bipartisan supgort. Chairman Ullman had long been a
vigogous proponent. The Committwe’s senior Republican,
Congressnan Barber (onable, had for some time led the affart ta
ress the legislation to enactment, and he introduced the final
gill. Amang the wmcmbers 0f the Ways and Mcans Committee who
aponaorad that bill were Congreaamen Gibbona, Rangel, Vanderjagt
and Prengel. The forty-three Senators who joined in spunsuring
the Senate counterpart of tha Waya and Mcans Committace bill
included Senatoxrs HMuskie, Dole, Baker, Cranston, Stevens, and
Leahy.

Tha statute that resulted is a detailed addition to the
Internal Revenue (ode, reflecting the care employed in its
development. In essence, it anables eligible public charities to
elect to spend, for theix legislative activities, f£ixed
percentagas of thair totel annual expenditurez for charitable
purposes. Electing charities c¢en spénd no more thAan one-fourth of
Lthose fixed ceilings for grassroots lagislative activity. Vegy
helpfully, the ctatute defines with eomc precieion clasecs of
activitiea that are not to be considered attempts to {nfluence
legislation,

RESULTS SINCE 1376

The 1976 statute has been in effect for a decade now. About
3,300 public charitics have alected to be covercd by it. Although
they are so faxr a small part of the universe of theoretically
eligible organizations, they represent an important and diverse
part of the charitable community. They include, for example, such
well-known national charitics as the National Council on the
Aqing, the American Lung Association, the Rational Audubon
society, Reading ie Pundamental, and the several national
charities about which othar mambers ot this panel wiil teatity in
detail. Tha list algso includas a host of lees prominant namas.

Local chariticc bulk larga in it. A camplc¢ gives a ecnec of the
group:
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Citizenc for Safo Dxivers

Able Disabled of Beaver County [Pa.)

Dallas Zoological Bociety

Travelers Aig Soclety

Connacticut Library Rasociation

Kewp Austin Beautiful, Inc.

Suicide Prevention of Florida, Inc.

Alaska Foster Parents Aceociation

Brandon {Orcgon] Hietorical Society

B“C*leg [(Washington] Beautification
Clu

Ketchikan (Alaeka] Youth Football
Leagua

8an Carlog Voluntewr Firsmen, Tnc.

Society for pediarric Research

Blsmingham Music Club, Inc.

Elizabath City (N.C,] Gixls Club

Tecnnessew Conserxvation League
amcrican College of' Allergists, Inc.
Arfsona Opera Company
Big Horn Education Fund, Inc.
Coalition foxr Persons wWith
Disabilities
Society’'s Leaque Against Molesters
Prince William lLeaque for the
protaction of Matural Resoux. [Va]
Brothers Keeper Misasion, Inc,
Salt Lake Acting Company
Colorade Association of Soil
Consarvation Districts
County Shoriffe of Caelorado
Society for Traditional Mmueic
Junction City Arts Council [Ran)
House of Neighborly Service

Inc.

Friends of the Zoo [New Orlcane]
Morgan County [Alabama] Association
for Retarded Citisens
Compittea to Presexrve Rssateaque Island

Junior Leaque of Topeka, Inc.
0ld Porrt Historic Sites, Inc. (N.C.)

I know trom my own cxperience as counsel to a variety of
charitable organizacions that the 1976 law has had its intended
effect nf eclarifying the standards and e¢nabling public charities
to communicate their infurmeation and viewa, within the statutc’'e
apecifically stated limits, on legislative matters. Groups like
those I have listed have made a great many useful contributiuns to
public policy debates on a variety of issues at all lcvols of
governuwent. FPor example:

° The American Councll of the Blind provides information
to lawmakars on the impact of policy dewcisione on those
whoae vicion hae been impaired. When Congress
considered reduction of the postal subsidy supporting,
among other things, the Blind and visually Handjcapped
Mailing Privilcge, the Council damonstrated the effect
of thc propused ruduction for those who would, under it,
be unable to afford postage fox braille and recorded
materials.

° The New York chapter of the National Parke and
Congervation Assoclation urged the State legialaturc to
put the Environmental (Quality Bond Act to a referendum.
approved by the voters, the Act, among other things,
providea for Statc purchase of land for pexrmanent
preservation.

C The Girls Club of Alabama (Blrmingham) addresses itself
to such concarns as teenage pregnancy, the davclopment
of aelf-cctcem in the community school system, and the
prevention of sexual abusa. Concentvating particularly
on modes Of preventing teenaye pregnancy, it has worked
with Lhe Mayor’'s Commission of Women, thc State
legislature and membars of Congreass.

U The United Handicapped Federation of Minnesota aucceeded
in its work to save the planned expanzion of the Mwiro
Mobility Para-Transit Program from state bhudget cuts.
The program’s expansion entails eervice to and fgom the
metropolitun area surrounding St. Paul end M{nneapolic.
About 10,000 disabled riders beuofit.

° The National Council on the aging, in Lts work with the
Senate Committee on Agigg, providcd important assgistanca
in creating Title V o e Older Americans Act, the
Seninr Services Employment provieion. 71he Acet adds a
new cumpunant to federal support anf aesrvices to senior
citizens that contrasts with previous emphasis on
sorvices to dependent persona. By offcring increased
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aemploynrant opportunities, the Act ig intanfied, ovex
time, to reduce dependence upon government servicesa.

Former Florida Governor Graham organized the Evergladas
Coalition =~ composed of groups such as the Florida
Audubon Society and the Wildermees Bociety -- to examine
the problems of the water systcm in South FPlorida. The
Cealftion’s work involved hoth state and fedcral laws
concerning budgats, water restoration, and other issues
affecting the watexr supply.

Charities like these -~ and activities like thesc —- do not
appear on the front page of the New York Timea. Most of thea do
not appear on any page of any paper anywhere. Dan Rather does not
tell ue about them on the evening news.

For a Subcomnltteo assesaing the legislative activities of
charitics, nonetheless, they are the real world. Day in and day
out, groups like these work with city councils, county councils,
memburs and committees of state legiglatures and, from time to
time, Congresa., To the extent that the tex law permits them to do
8o, some of Lliese charities encourage othcr citizens to express
their views to those governmental bodies. Undramatic though most
of it is, that citizen activity on public issucs i8 just what the
1976 tax law was intended to encoursge -~ and just what it has
produced for the charities electing it.

I hope that it will sooun ba clear that its beneficlal effect
continues «+ and that more charitfies will be encouraged tc elect
it. Must made preliminary judgmucnts ahout the 1976 law soon after
its enactment, and & good mang decided to postpone final choice
until regulatione appeared. ne van readily understand thelr
hesitation: the law represented a sharp departure from the
exceedingly negative rax rule by which both public charities and
their lawycrs had been conditioned for more than forty years,
supportive exposition, in the strongly positivoc cpirsie of the naw
law, was much in order.

Requlations did not appeax, though, until the proposal of
last November. I know that Bubcommittee does not want this
heaving to include discussion of the proposed requlations and the
conslderable controversy which haa attended them. 1! wcry nuch
hope, however, that the contreversy will concludo with regulations
which carxry out the fundamental, compelling objective of the 1376
law.

The law achieveg that oObjective when it frees a largo
national charity te participate in & significant national f{ssue.
Much more commonly, it achievee that end when it frues a local
charity to talk to fvs locnl officials. The public policy wock of
the United Way of America is highly important. The work of the
8irmingham @irls Club ig aleo important. 8o, too, 15 that of the
Mianesota Handicapped Federation, the Morgan County Association
fuxr Retarded Citrizena and the Tennassee Conservation League.

Indecd, these groups and their work nre more than impartant.
They azre an essantial part of the functioning of our democracy.
In permitting auch charities broader acceas to theix
representatlves in city, county, state, and national legislative
iee, thc 1976 law performs & function of vital significance to
the workinge of our democratic processes. Public charities should
recelve powerful enconragement to use it.
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