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The Cancer Fund of America may be booming for all the wrong reasons.

BY JUDY WARD

WHAT KIND OF A CANCER CHARITY FULFILLS ITS MISSION BY GIVING
old vegetable seeds to the Cheyenne River Sioux Tribe and
stale baby food to social agencies? The Cancer Fund of Amer-
ica, according to a pending lawsuit.

"That’s not to imply that the Cancer Fund of America (CFA)
doesn't provide services to cancer patients. One critic says the
organization once gave a Kentucky hospice a gift so its patients

 could pass the time: Stephen King novels.

The CFA is not to be contfused with the American Cancer
Society (ACS)—although some say that is precisely what the
seven-year-old CFA tries to do. And the Knoxville, Tenn.-based
organization, says one official,

dicated a respectable 76% went to research, public and profes-
sional education, and patient and community services. By con-
trast, the CFA spent a mere 13% of its total expenses on pa-
tient and community services and public education. . =~
“Cancer Fund of America is the organization we get more -
questions about than any other charity in the U.S.,” says Daniel
Langan, a spokesman for the NCIB, pegging the number of
calls at hundreds annually. “They’ll call up and say, Tsn't this
the organization that has been sued by so many states?””
How does the CFA allegedly create confusmn in potentiat
donors’ minds? Primarily with a sound-alike name and a fund-
raising approach’ similar to the

tends to target the elderly and Wthh One woul d - ACS's well-known methods. A law-
those who have had personal ex- G 92 suit ﬁled agamst the organization
perience with the illness. You Give TO . by Pennsylvania officials that's cur-*
One such person is Owen Stew- . rently pending alleges that CFA
art of Shelbyville, Tenn., who has Agf:;i? P%:s i‘i donors are “misled into believing
cancer. “My wife gives money to _ Socery - Amzrick 117 that their contributions of time and
the ACS every year,” he says. “She R ; money are benefiting” the ACS
s . d evenues _ ~ $381 mil, $10.6 mil, e
got this packet of information that Contributions: ~ - Ted% - 99% | when, in fact, they are not.”
looks exaclly like the ACS, and we Legacies & bequests 7% TR InTennessee, the ACS haslong -
almost fell into that trap.” But, he Investment income o% 0% been affectionately known by the
adds, “We're not gouna be suckers nickname “the Cancer Fund,” says
on that deal” Expenses - %362 mil.  $8.7 mil. Sue Kirkland, director of public re--
Despite such complaints, a CFA Fund-raising - 17% B6% i lations and advertising at the ACS's
official says it’s the ACS that's up General administration - 7% 1% Atlanta headquarters. As for the
to something. “Like any other busi- Programs 76% 3% newer charity’s choice of a name,
and the she says, “I don't think that was an

ness, there is competition, an
big boys don't hke the little boys
getting in the way,” says Pete Fennelly, the CFA’s education di-
rector. “They would do what they could . .. to take us out.”

So ACS officials seek to “create the impression that any-
body else but the ACS is fraudulent or a scam,” he says.

However, the National Charities Information Bureau
(NCIB), a New York City-based charity watchdog group, has
conducted financial reports for fiscal 1991 (the most recent in-
formation available) that suggest two charities with very dif
ferent priorities. While 86% of the CFA’s cash outlays that year
went for a direct mail and telemarketing campaign, the ACS's
financial summary indicates it spent only 17% of its budget on
fund-raising,

Of the American Cancer Society’s expenses, the report in-

Source: National Charities fnformation Bureaw reports for 1991

accident” {(Responds Fennelly:
“They would like to exclude the use of ‘cancer.’ But they don't
own that word.”)

Both Kirkland and the Pennsylvalnd lawsuil say that the
CFA has adopted the ACS’s signature method of raising
money; door-to-door drives conducted by neighborhood resi-
dents. Many sclicited volunteers comply, thinking they are
pitching in for their local ACS, says Mark Pacella, Pennsylva-
nia deputy attorney general. They generally found out other-
wise in one of two ways, he saye: either when they took the
collected fuuds to the local ACS chaptcr, or later, when con-
tacted by local ACS officials asking for their help in the orga-
nization's own fund-raising drive,

In truth, Fennelly retorts, other charities utilize the door—to—
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door method. “That's not theirs,” he says. “ That's like saying,
“We use direct mail, so nobody else can use direct mail."”

" The CFA has heen blasted for more than its fund-raising
habits, however. It has also been mtlcmed about how it spends
its money.

Says Kirkland: “The concern is that people are giving
money to them thinking they are doing good.” Fennelly re-
sponds by pointing to programs such as delivering 14,000 cases
of liquid nutritional supplements in 1993 to cancer patients un-
able to eat solid fouds.

But critics say most money isn't spent on patient services,
and the CFA’s financial reports are often misleading about
fund-raising expenditures, because solicitation costs are at-
tributed to other areas such as public education. In a 1992 CFA
financial statement, fund-raising and management and general

financial reporting on cancer-related services provided, (A law-
suit pending in Connecticut covers ground similar to that suit,
Langan says.)

In 1991 the state and the CFA settled a lawsuit alleging that
the charity engaged in fraudulent and deceptive solicitations.
Among other things, the setflement required the CFA’s solic-
itation materials to disclose how it spent the money raised dur-
ing the previous fiscal year.

Before the settlement, the current lawsuit mammms the
CFA Iubtoncally spent less than 5% of total contributions on
patient services.

After the settlement, something mtereshng happened. In
its 1001 solicitations, the CFA claimed it spent over 47% of fis-
cal 199('s proceeds on patient services, “ That just sirucle us as
incredible and impossible to believe,” Pacella says.

Where Are the Accountants'-’

in 1992, alleges that the CFA inflated the
worth of donations and that some dona-

“ The state’s lawsuit, which was filed
o tions had little or no relation to the or-'

QUERY WHEN IS A FUND-RAISING EXPENSE NOT A FUND- RAISING EXPENSE?
(Answer: When it is educational material,) : .

And therein lies a loophole that many charities exploit.

In 1987 the American Institute of Certified Public Accountants, at
the request of several charities, adopted a ruling that is the bane of
charity watchdogs everywhere,

Charities love nothing hetter than to play down the amount of fu.nc[-

. ing that is gobbled up by fund-raising and administrative expenses

and play up the amounts attributed to program expenses. And the i in-

stitute allows them to do Just that.

Its 1987 ruling governing the “allocation of joint costs” allows char
. ities to allocate a percentage of the cost of a fund-raising letter to pro-
gram expenses, if the mailing has “educational” content. .

|

ganization’s stated mission. The lawsuit

also alleges that many of these goods
were never actually received and dis-

tributed by the CFA, “bul, in fact, only
constituted a series of paper transactions
whereby goods were passed through
CFA’s books as well as the books of
other charities who used the same cer-
tified public accountant.” .

In addition, the lawsuit maintains that
some of the donations were made with-
out prior arrangement. Many of almost
2,700 cases of cookies donated, the law-

Sometimes that educational material is as dubious as a remjnder to-
eat high-fiber foods contained somewhere in the marketing pitch. -
Organizations such as the National Charities Information Bureau
'vnsely factor out dubious program costs when they prepare their own

in-house financial staterents of a charity’s 990 retumn,

to tighten it are, for the time being, going nowhere,
sumers clearly judge a charity’s finances.

But the accounting institute’s standard has become the general[y ac-- F
cepted accounting principle for charity financial mmmng, anel eﬂ’nﬁq _

It’s high time that the green-eyeshade set join the effort to help con-

suit adds, were thrown away “because

W of [their] condition or the unacceptable
risk associated with the dubious cir-

cumstance of [their] arrival.”

Fennelly would not comment on the
Pennsylvania lawsuit beyond saying,
“We are poing to vigorously defend onr-
selves.” But he alleges that an American
Cancer Society official in Pennsylvania
instigated the action by encouraging cit-
izens to contact state officials with com-

—JK . q
plaints about the CFA.

%_—

expenses comprise 41% of $8.5 million in total expenses. An-
other $2.8 million it expenses is atiributed to public educa-.
tion, however, and “all of that is fund-raising,” says Judy MckKis-
sack, director of the Tenncssce Secretary of State’s Charitable
Solicitations Division.

Some of what the CFA calls education seems common
knowledge. McKissack cites one solicitation partially devoted tn
recommending fruits and vegetables thought to reduce cancer
risk. “Cancer Fund of America encourages a healthy con-
sumption of these vegetables and fruits daily,” the message
continues. “Those who are in position to grow their own fruits
and vegetables in their natural state should consider doing so.”

And what the CFA deems “patient services” is also in dis-
pute. The Pennsylvania lawsuil questions the trathfulness of its
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Pacella says Pennsylvania officials are
negotiating a set(lement with the CFA, and that “98% of {similar
cases] typically settle.” Fennelly maintains that the CFA is not
negotiating a settlement, but that state officials have sought one.

Whatcver the outcome of the lawsuit, it probably will leave
one key question unanswered: Do people who unknowingly
donate to suspect organizations deserve partial blame for niot
paying attention to detail?-

Those who want to make sure a donation is used as in-
tended must be careful about whom: they donate to, “Take
time to check the organization out,” Pacella says. “The opera-
tors that are all about lying, cheating and putting money in
their own pockets are relying on the fact that most people don’t
do this.” , ]
Research assistance by foseph Basralian.
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