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MEMORANDUM
To: Gail Harmon

from: Anne Spielberg

Ra: Duties of Care and Loyalty of Humane Society Directors
Officers
Facts

As the facts are set forth more fully elsewhere, I will only
state them in general terms as relevant'to the lssues in this
mewmorandum. It appears that several of the officers of the
Humane Society of the United States ("HSUS") engaged in wvarious
sarts of nisconduct inveolving illegal or iwmproper use and/or mis-
management of funds beleonging to H8US. This conduct ranged from
improper payments to the officers to guestionable transactions
petween the officers and HSUS to false reporting of financial
statemnents and various tax documents.

The directors of HSUS divide into two relevant subgroups,
based on their respective knowledge about the illegal or
inappropriate conduct. The first subgroup includes those direc-
tors who lacked any knowledge about the officers’ misconduct
prior to the series of incidents which led the Board of HSUS to
appoint the separate investigatory committee. The second sub-
group Lncludes those directors who had actual knowledge of the
guestionable conduct as it was transpiring and who even approved

of that conduct.
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I=zsus
Is there any potential liability on the part of HSUS direc-
tors or officers for damages arising out of the officers’ illegal

or improper conduct?

Short Answer
Yes. The first subgroup of directors is most likely to be

personally liable for damages to HSUS arising out of the
officers’ conduct if they fail to take appropriate action to
ensure that similar misconduct does not occur in the future, The
second subgroup of directors will similarly be liable, but may
also be liable, along with the relevant officers, for damages

arising out of the actual events which constitute the officers’

misconduct.

Discussion

Directors of nonprofit organizations, like their corporate
counterparts, bear a fiduciary relationship to the nonprofit cor-
poration.l The existence of this fiduciary obligation means that
directors owe the corporation complete loyalty, honesty, and good
faith, must act in all things of trust wholly for the benefit of

the corporation, and must not place their own self-interests or

1l See, e.g., Pogostin v. Rice, 480 A.2d 619 (Del. 1984}). See
generally 3 Fletcher Cyclopedia of the Law of Private Corpora-

tions ("Fletcher™) §§ 838, 844.1 (1986).
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personal gain ahead of the corporation.2 These obligations are
discussed under the categories of the duty of care and the duty
of loyalty. To a great extent these fiduciary duties are also
applicable to officers without regard to whether the officers are
directofs. Indeed, often officers’ duties are more extensive
than those of directors because of the substantial portion of
their time devoted to running the corporation and because they
usually receive a salary commensurate with their service.? Where
there is no specific state statute applicable to nonprofit orga-
nizations, the standards applicable to directors’ and officers’
duties of care and loyalty are generally governed by the relevant

state standards for corporate directors and officers.?

Duty of Care

In Delaware the relevant law on duty of care is most use-
fully discussed as three discreet areas of potential liability.
These areas are duty of care in substantive decision-making, duty
of care in the process of decision-making, and duty of care in
delegation and oversight functions.

1. Substantive Decision-Making
The business judgment rule applies to review of directors’

substantive decision-making in Delaware. The rule applies to the

2 See Fletcher § 838.
3 Fletcher § S991.

4 N.Y.U. Conference on Tax Planning for the Charitable Sector §
8.03[3] (1985}.
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making of a decision whether that decision is to act or not to
act. It protects directors from personal liability in damages
for honest mistakes of judgment if the directors acted in good
faith, acted in the honest belief that their action was in the
best interests of the corporation, were informed and acted with
due care in the process of their decision-making, and the sub-
stantive decision can be attributed to a rational business pur-
pose. There is a rebuttable presumption that directors have met
all these elements of the rule.B

The element of good faith presupposes no perscnal financial
interest or self-dealing and precludes directors from acting with
reckless indifference to or with a deliberate disregard to the
interests of the whole corporaticn. The element of honest belief
requires that directors be genuinely and sincerely motivated by
the best interests of the corporation rather than the selfish
interests of the directors. The element concerning the process
of decision-making will be discussed later. And the element of
rationality requires that tﬁé decision is attributable te any
rational corporate purpose and is arguably a valid exercise of
discretion.®

The business judgment rule should protect those directors

who were without knowledge of the illegality and misconduct of

5 1 Balotti & Finkelstein, Delaware Law of Corporations and
Business Organizations ("Delaware Corporations”) § 4.6 (1986).

6 Id. and cases cited therein.



HapmoN & WEISS -5 -

HSUS officers from person liability for the actual events con-
stituting the cfficers’ misconduct sco long as the process of
decision-making did not involve gross negligence, as discussed
below. Most of the decisions involving misconduct were not even
made by these directors. Any decisions or parts of decisions
which did involve these directors are presumed tc have been taken
in good faith, in the best interests of the corporation, and for
a rational corporation purpose.

As for the directors with knowledge of the misconduct, how-
ever, the business judgmentvﬁ;le'may not neceséarily protect them
from individual liability. The first two elements of the rule
are in doubt for these directors. They arguably acted at least
with reckless indifference to the interests of the whole corpora-
tion and were not sincerely motivated by the best interests of
the corporation rather than selfish interests of individual
officers. Consequently, they would not be insulated from
liability and might be jointly and severally liable for any
damages to HSUS, tracable to their action.

2. Process of Decision-Making

one of the key elements of the business judgment rule is
that directors act on "an informed basis"™. Under Delaware case
law, the standard of care directors must exercise in the process
of decision-making is one of gross negligence.7 Directors are

not expected to know everything about the business of the corpo-

7 Aronson v. Lewis, 473 A.2d 805, 812 (Del. 1984); see also
Delaware Corpeorations § 4.7.



b

HaeMoN & WEISS -6 -

ration or about a given transaction which management ox staff are
contemplating. They are expected, however, te have a reasonable
amount of knowledge of the company’s activities and to reach an
adequate level of understanding of all the material facts neces-
sary tolmake a judgment on a particular transaction. Addi-
tionally, section 141(e} of the Delaware Corporation Law protects
directors where they rely "*in good faith upon the books of
account or reports made to the corporation by any of its
officers, or by an independent public accountant, or by an
appraiser selected with reasonable care . . . of-. . . on other
records of the corporation." However, directors are not pro-
tected in relying upon reports which patently lack substance or
on individuals who are obviously uninformed on the essential pro-
visions of a document they are presenting.8

In a recent case, the Delaware Supreme Court strictly held
directors to their obligations to make their decisions on an
informed basis. In Smith v. Van Gorkom, 488 A.2d 858 {Del.
1985}, the court found gross negligence in the directors’ process
of evaluating a merger proposal and recommending the merger for
shareholder approval. Liability was found even though there was
no self-dealing. This case as well as subsequent corporate cases
indicate that a board of directors must make its decisions in a
thorough and deliberate manner, and act on the basis of all

material information reasonably available. While the business

8 Delaware Corporations § 4.7
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judgment rule acts as a shield against individual director
liability, one of the key predicates to that shield is that
directors adequately inform themselves before making important
decisions affecting the organization.?

As.the uninformed directors never approved or had knowledge
of the questionable transations with the officers of HSUS, their
obligation to act on an informed basis was not implicated. 1If
there were decisions made by these directors based on false
financial statements or other corporate documents resulting in
damages to HSUS, the gross negligence standard should protect
these directors from liability for relying on information pre-
sented to them in making those decisions so long as they did not
merely acquiesce in major decisions, but acted in some way to
inform themselves about them.

With respect to the directors who were knowledgeable about
officer misconduct, however, their conduct in approving various
transactions, like those authorized by the Deferred Compensation
committee, can be characterized as constituting gross negligence.
These directors cannot claim protection for any of their deci-
sions based on reliance on reports prepared either by the
officers or an outside individual such as an accountant.

Reliance on such reports could not be claimed to be in good faith
given these directors’ knowledge of underlying details suggesting

improprieties in compensation, financial statements, and other
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public documents. Applying the principles enunciated in Snmith v.

Van Gorkom, it is doubtful whether these directors made their

decisions in a thorough and deliberate manner, acting on the
basis of all material information reasonably available.
| 3. Delegation and Oversight Functions

Finally and most importantly with respect to the situation
at HSUS, directors have a duty of care in their delegation and
oversight functions. Once again, in Delaware, the standard of
care is one of gross negligence. The board of directors is
entitled to delegate extensive responsibility to committees and
officers either expressly or by course of conduct. This decision

to delegate is protected by the business judgment rule. The real

cbligation of directors arises where they have actual knowledge
of facts suggesting a material problem in the company. In such

cases, directors are duty-bound to initiate action so as to deal
with the problem.lo While directors are not liable for a failure
to ferret out the lapses of officers unless directors have been
warned or unless danger signs are cbvious, if directors reck-
lessly repose confidence in an obviously untrustworthy employee,
refuse or neglect cavalierly to perform their duty as directors,
or have ignored either willfully or through inattention cbvious
danger signs of employee wrongdoing, the law will impose

liakility on the directors.ll For example, in Lutz v. Boas, 171

10 See Delaware Corporations § 4.8.

11 See Graham v. Allis-Chalmers Manufacturing Co., 188 A.2d
125, 130 (Del. 1963); see alsc Delaware Corporations § 4.8.
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A.2d 381 (Del. Ch. 1961}, the court found directors of a mutual
fund liable for abdicating their responsibilities and grossly
negligent because even an average attention to duty would have
revealed the improper conduct of the fund’s advisors.12

Under this standard the directors who were without knowledge
of the officers’ improper conduct would not be personally liable
for actions of the officers taken before these directors had any
idea that improper conduct was in fact occurring. However, this
line of cases clearly requires these directors to take action to
deal adequately with the problems being uncovered at HSUS now
that they are being made aware of these problems. If nc action
is taken to address the improper and illegal conduct, the direc-
tors can be held personally liable for any damages arising to the
corporation as a result of further misconduct proximately caused
by their inaction.

The knowledgeable directors, under this standard, may addi-
tionally be liable for damages from any of the previcusly occur-
ring improper conduct, given.their knowledge of and approval of
the guestionable transactions. The red flags were obvious for

them, and their duty of care to the corporation required them to

take steps to halt the improper conduct.

Duty of Lovalty

12 See also Stern v. Iucy Webb Hayes Nation Training School,
381 F. Supp. 1003 (D.D.C. 1974) (director breached fiduciary
duty where failed to use diligence in supervising the actions
of those officers, employees, or outside experts to whom
responsibility for making day-to-day financial decisions had
been delegated)}.




HarMon & Welss - 10 -

- A companion director and officer obligation to the duty of
care is the duty of loyalty. The duty of loyalty bars a director
or officer from using his position or information concerning the
organization and its property in a manner which allows him or her
to gain.a pecuniary benefit. A director or officer must refrain
from self—dealing.13 In addition, the duty of loyalty may be
viclated when an individual director or officer pursues the
interest of a third person.l4

Section 144 (a) of the Delaware statute governs interested
director transactions. The statute provides that contracts or
transactions between a corporation and one or more of its direc-

tors or officers shall not be void or voidable solely because the

interested director or officer is present at or participates in

the meeting of the board or committee which authorizes the con-
tract or transaction if the material facts as to the relationship
or interest are disclosed to the voting group and the group in
good faith authorizes the action by affirmative vote of a major-
ity of the disinterested directors or if the contract or transac-

tion is fair to the corporation. The principles applicable to

13 Delaware Corporations § 4.9; D. Kurtz and J. Small, Non-
profit Organizations 1986 Current Issues and Developments
("Nonprofit Organizations®} at 274.

14 Societa Operaia Di Mutuo Soccorso Villalba v. Di Maria, 40
N.J. Super. 344, 122 A.2d 897, 899 (1956) (fiduciary duty of

loyalty can be breached “just as significantly by seeking the

- advantage of a third person as by looking to . . . own private
aggrandizement"); Brown v. Memorial National Home Foundation,
329 P.2d 118 (1958) (funds diverted to another charity).
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loyalty issues, thus, require an analysis of the disinterested-
ness of the directors as well as the quality and quantity of the
disclosure. When a fairness showing is required will depend on
the precise facts and circumstances of each case.2® 1In addition,
the duﬁy of loyalty prohibits an officer or director from
appropriating an opportunity rightfully belonging to the corpora-
tion.l® Moreover, in cases invelving waste, illegality, ultra
vires acts, or fraud, disinterested approval and/or fairness of
the transaction may well berirrelevant, and the contract or
transaction may simply be'v;id or voidable and the individual
directors or officers personally liable.1l7

If corporate waste or illegality or fraud is established
with respect to some of the transactions at HSUS, those actions
are simply void or voidable without any additional discussion and
the knowledgeable cofficers and directors could be held personally
liable. For example, a Maryland court decision indicates that

directors or officers may be held liable for actionable fraud or

breach of fiduciary duty in concealing material facts about cor-

15 Delaware Corporations § 4.9
16 Id. at § 4.10.

17 See Delaware Corporations § 4.9. "That directors or other
corporate officers are liable to the corporation for their
misconduct, to a large extent, if not practically the same
extent as agents for an individual, in cases of fraud, nisap-
propriation of corporate property to their own use, culpable
negligence, the doing of ultra vires acts, etc. is too well
settled to adnmit of controversy." Fletchers § 990 at 677.
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porate transactions, as well as in making false statements in
corporate reports.lB

If the questionable HSUS transactions involve various
aspects of gelf-dealing short of illegality or fraud, Delaware
law reduires an analysis of the disinterestedness of the approv-
ing directors as well as the fairness of the transactions. While
the Deferred Compensation Committee, composed of nan-benefiting
directors, allegedly authorized the various transactions, those
directors may not have been disinterested because they were
viclating their duty of lovalty by acting in the interests of
third persons. In addition, as set forth elsewhere, the Deferred
Compensation Committ was never validly created, and, therefore,
lacked the authority to take the relevant actions. A litigant
might also validly raise questions about the gquality and quantity
of disclosure to the Committee by the officers as to their real
interests in the transactions. The transactions could further be
attacked on grounds of fairness to the corporation, given that
many of the transactions are of minimal or guestionable benefit
to the corporation. In addition, there might be an argument as
to some of the transactionsg that the officers usurped corporate
oppaortunities because money that has gone to compensate them may

well have otherwise simply been donated to HSUS, e.q., the per-

sonal loan made by a donor toc Mr. Hoyt.

18 Parish v, Maryland & Virginia Milk Producers Association,
250 Md 24, 242 A.2d 512 (1968}.
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Further, the duty of loyalty imposes on directors and
officers a duty to reveal all facts material to corperate trans-
actions to stockholders, members, or the corporation, i.e., the
board of directors. The principle at work here is that officers
and directors stand in a sufficiently confidential relationship
to the corporation to impose this duty of disclosure upon them. 12
Applying that principle to this case, the knowledgeable officers
and directors had a duty to disclose the transactions approved by
the Deferred Compensation Committee toc the Board of Directors
because those transactions wefe material to the operation of
HSUS.

The consequence of finding that any of these transactions
violated a director’s or officer’s duty of loyalty is to make the
transaction voidable. If the transaction is voidable, interested
directors must compensate the corporation for their improperly

earned benefits and restore the status quo.20

Miscellaneous Liability Issues

Directors may also be held liable for corporate acts when
they voluntarily or intentionally participate in the commission

of a tort.2l Consequently, if the tort of fraud has been con-

19 Parish v. Marvland & Virginia Milk Producers Association,
250 Md. 24, 242 a.2d 512, 539-40 (1968).

20 Delaware Corporations §4.9; Nonprofit Organizations at 274-
78.

21 Nonprofit Organizations at 281.
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mitted, it may be that the knowledgeable directors could be per-
sonally liable for such conduct.22 In addition, participation in
criminal activities may lead to perscnal liability for directors,
even when acting in a corporate capacity.2? Here, as well, the
knowledqeable directors could be held personally liable for

things such as income tax fraud.

Remedies

The general rule is that the measure of damages in an action
for breach of fidicicary duty is any profit or amount which would
have accrued to the organization if the director or officer had
not breached his or her duty. The loss to the organization must
have been proximately caused by the breach of duty. If the loss
would have occurred even in the absence of the breach of duty, no
recovery of damages is available.2?? some jurisdictions like New
York, however, do not require an actual injury to the corporation
where there is a breach of duty, but simply hold the officer or
director accountable for any gains they have realized from the

improper transactions.2% In the case of HSUS the measure of

22 In Delaware, uncompensated directors are immune from civil
liability for negligence, Chapter 81, Tit 10 Del. Code § 8133,
but fraud, an intentional tort, would not be covered by that
statute.

23 Nonprofit Organizations at 282.
24 Fletcher § 838.

25 Id. § 992.
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damages would presumably be the amount of excess compensation
paid to the officers, the amount of any improper transactions
paid out by the corporation, and any other monetary losses the
organization suffered or will suffer because of the illegal or
improper conduct. In addition, where officers and directors have
abused their relationship with the corporation, a court’s equita-
ble powers will be set in moticon. The remedy for a director’s
breach of duty which results in a benefit to the director at the

expense of the corporation is disgorgement of profits.2®

26 Fletcher § 1011; gee also e.9q., Chio Drill & Tool Co. V.
Johnson, 625 F.2d 738, 742 (6th Cir. 1980) (applying Ohic law).
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TO: Gail Harmon
FROM: Andrea Ferster

RE: Potential Liability of HSUS and its Officers
and Directors for Tax Penalties

Date: April 6, 1988

Issue $#1

Whether HSUS and its officers and directors are potentially
liable for federal income tax penalties arising out of (1)
undervaluing the rental value of Mr. Hoyt’s house fér purposes of
Form W-2, or for underreporting wages to the IRS on Form 941;
and/or (2} the failure to report to IRS as compensation the 1987
payment of $85,000 to Paul Irwin
Facts

John Hoyt resided in a house with a fair market value of
$310,000, owned by HSUS as of May, 1987. He paid no rent to HSUS
for his personal use of the property. HSUS correctly recognized
Mr. Hoyt’s personal use of HSUS’ property to be taxable compensa-
tion, and issued a Form W-2 to Mr. Hoyt. HSUS reported a monthly
rental value of $600 per month. No effort was made to determine
whether this was a fair market rental value for the preperty. In
fact, this is a gross undervaluation of the rental value of the
property. This undervaluation is either the result to gross
negligence, or an attempt to aid Mr. Hoyt in underreporting com-
pensation to the IRS.

Paul Irwin was paid $85,000 in October 1987 by HSUS. While
Mr. Irwin has characterized this transaction as payment for an

interest in recreational real estate on the coast of Maine, in
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fact, HSUS has not, to kate, received any such interest in the
property. Therefore, the payment must be considered compensation
to Mr. Irwin. However, however, no Form W-2 was issued to Mr.
Irwin reflecting this additional compensation.
Analysis

HSUS was required to report to the IRS the payment to Paul
Irwin and the rental value of Mr. Hoyt’s home on two forms: the
Form W-2, statement of compensation and tax withheld which
employers are required to furnish to employees and to the IRS,1
and the Form 941, quarterly tax return which employers are
required to file with the IRS and make payments of withheld fed-
eral income tax and FICA tax.? Due to the undervaluation of the

rental value of the property, the W-2 Form issued by HSUS report-

ing Mr. Hoyt’s and Mr. Irwin’s compensation, as well as the Forms
841, understated their taxable compensation, and underpaid
employment taxes to the IRS.

Underpayments of withholding tax reported on Form 941 must
be corrected. Failure to make an adjustment will subject the
employer to interest on the underpayment, running from the due
date of the return for the period in which the employer failed to

withhold, to the date of payment.3 An enployer who fails to col-

1 26 U.S.C. §§ 6041, 6051. This requirement applies to non-
profit as well as for-profit employers. Treas. Reg. § 1.6041-
1(b).

2 26 U.8.C. § 3501.

3 26 U.5.C. § 6205.
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lect and pay over withholding taxes, or attempts to willfully
evade or defeat the taxes, will be liable for a penalty equal to
the total amount of the tax evaded.? This tax is imposed on the
"responsible person," which can be a corporate officer, or a
volunteer member of a charity’s Board of Directors.? Moreover,
any person who willfully fails to furnish a withholding state-
ment, or who furnishes a false or fraudulent statement may be
subject to a civil penalty of $50,% and criminal penalties of
$1,000 and/or up to one year in jai1.7 These penalties are also
imposed on the “responsible persons."3

In addition to the direct liability of HSUS and its officers
and directors for their own actions in filing incorrect state-
ments to the IRS, and underwithholding of income taxes and
underpayment of employment taxes, it also faces potentially tax
liability, both civil and criminal, arising out of Mr. Hoyt’s and
Mr. Irwin’s underpayment of income taxes. Mr. Hoyt presumably
only paid taxes on $600 per month, the amount reported on the
Form W-2 as the value of the property, rather than the actual

fair market value of the property, which would have resulted in a

4 26 U.5.C. § 6671.
5 Rev. Rul. 84-83, 1984~2 C.B. 781.
6 26 U.5.C. § 6674.
7 26 U.5.C., § 7204,

8 Treas. Reg. § 31.6674~-1.
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higher taxable income. Assuming the Mr. Hoyt was well aware that
the rental value of the property was much greater than $600 per
month, Mr. Hoyt is potentially liable for penalties for fraudu-
lent underpayment of income taxes.? The same goes for Mr.
Irwin, assuming he paid no income taxes at all on the $85, 000
payment. A perscn who aids or abets an individual in understat-
ing tax liability may be subject to a civil penalty of $1,000.10
Moreover, a director or officer of a corporation who knows of a
subordinate’s participation in understating an individual’s
income and fails to act to prevent it could alsoc be held liable
for the penalty.11

If HSUS’s actions aid and abet or conspire with Mr. Hoyt and
Mr. Irwin in willfully evading taxes or willfully filing a false
tax return,12 the responsible HSUS officers may be prosecuted
criminally as a principal, and face penalties of up to 10,000, or

five years in prison, or both.13

9 26 U.S.C. § 6653(b). See Doric_apartment Cg, 32 B.T.A. 1187,
Dec. 9048 [check cite], in which fraud penalties were imposed
on a taxpayer for understating the value of property.

10 26 U.S.C. § § 6701.
11 26 U.S.C. § 6701(c) (1) (B).

12 Actions resulting in criminal felony and misdeamanor
liability, respectively. 26 U.S.C. §§ 7201, 7207.

13 18 U.S.C. §§ 2, 371. An aider and abetter can be convicted
even if the principal is acquitted of the offense in which the
aider and abettor played a part. United States v. Standefer,
447 U.S. 10 (1980).
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Issue #2

Whether HSUS or Paul Irwin is liable for tax penalties for
underreporting Mr. Hoyt’s compensation on its Form 990, by using
NHEC, a corporation controlled by HSUS, as a conduit for paying
additional compensation to Mr. Hoyt in order to avoia disclosing
this compensation on HSUS’ Form 990.
Facts

Set out elsevhere,
A sis

The Internal Revenue Code specifically requires tax exempt
organizations to report the compensation of managers and highly
compensated employees on their annual information returns.l4
This requirement was added by the Tax Reform Act of 1969 in order
"to facilitate meaningful enforcement of the limitations imposed
by the bill, especially when combined with the publicity provi-
sions and the sanctions for failure to file timely returns."
H.Rept. No. 91-413, 1969 U.S. Code Cong. and Adm. News, at .

While no penalties are imposed for misstatements on the Form
990 -- only on the failure to file,15 the specific statutory com-
mand that compensation be disclosed should be sufficient to
demonstrate that this is a material omission from the Form 990

for purposes of determining whether there is a violation of the

14 26 U.5.C. § 6033(b) (7).

15 26 U.S.C. § 6652(d).
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perjury prchibition. The Internal Revenue Code imposes criminal
penalties on any person who
Willfully makes any and subscribes any return, statement, or
other document, which contains or is verified by a written
declaration that it is made under the penalties of perjury,
which he does not believe to be true and correct as to every
material matter,?
as well as on aiding and abetting any person in making such a
false statement.l? Ppersons found guilty under this provision
"shall be fined not more that $100,000 ($500,000 in the case of a
corporation), or imprisoned not more than 3 years, or both,
together with the costs of prosecution."l® The Form 990 contains
such a perjury statement, and therefore any material onission
from this form will expose the responsible person to these
criminal penalties.
%W HSUS’ liability for perjury depends first, on a finding that
HSUS should have reported the compensation that was “run through®
NHEC on HSUS’ Form 990, even through the actual disbursement was
made from NHEC, and second, a finding that the understatement of
Mr. Hoyt’s compensation on HSUS’ Form 990 is material.
Although the regulations provide that each exempt organiza~

tion must file a separate Form 990, even if it is affiliated with

another organization,!® this does not preclude the possibility

16 26 U.S.C. § 7206(1).
17 26 U.S.C. § 7206(2).
- 18 26 U.S5.C. § 7206.

19 Treas. Reg. § 6033-2(a).
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that the NHEC compensation should have been reported on HSUS’
Form 980. A court may disregard the corporate form in order to
prevent the use of the corporate form to circumvent the effect of
a tax statute, where the court finds that the corporate form is
either a sham or an “alter ego" with respect to a particular
transaction.2® The general rule in tax cases is that, in order
to disregard a corporate entity, (1) there must be such unity of
interest and ownership that the separate personalities of the
corporation and the individual shareholders no longer exist, and
(2) if the acts are treated as those of the corporation alone, an
inequitable result will follow.21 Assuming that NHEC is
determined to be an instrumentality or alter ego of HSUS under
the factors set out in note 20 above, it is likely that a court
would find that NHEC was used merely as a conduit teo avoid
reporting Mr. Hoyt’s full compensation on HSUS’ Form 990, and

that disregarding NHEC would be necessary to prevent the ineqg-

20 Hoffman Motors Corporation v. United States, 473 F.2d 254,

256 (2nd Cir. 1973). In determining whether to pierce the
corporate veil, some common determinating factors include
undercapitalization, failure to observe formalities, siphoning
of corporate funds by dominant stockholders, nonfunctioning of
other officers or directors, absence of corporate records, use
of the corporate entity in promoting injustice or fraud.
Fletcher’s Cyclopedia of Corporations, § 41.30, at 429. All
of these factors appear to be present here. These principles
have been applied to nonprofit organizations. Id., § 41.75
"Disregard of the Corporate Entity -—- Nonprofit Corporations,®
at 174 (1983).

21 Fletcher’s Cyclopedia of Corpoations, § 45.1 "Separate Corpo-
rate Entity Privilege in Taxation," at 546 (1983) {citing,
inter alia, Western States Bankcard Assn. v. San Francisco, 62
Cal App. 137, 133 Cal Reptr. 36 ( Y.}
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uitable result of HSUS’ evasion of the prohibition against pri-
vate inurement. Therefore, HSUS should have reported the NHEC
compensation on HSUS’ Form $390.

The second question, for purposes of the perjury penalty, is
whether the omission from HSUS Form 990 of Mr. Hoyt’s full com-
pensation is "material.®" The absence of tax liability for the
omission do not necessarily render the omission immaterial.22
Rather, a statement is "material® if it is capable of influencing
actions of the Service in any matter within its jurisdiction.?23
It is well established that excessive, as opposed to reascnable,
compensation paid by an exempt organization can result in inure-
ment to the benefit of private individuals, and thus jeopardize
an organization’s tax exempt status.2? 1In this case, HSUS’ Forms
950 for 1985, 1986, and 1987 stated Mr. Hoyt’s salary to be
$90,000, $95,000, and $95,000, respectively, yet when the com-
pensation he received from NHEC is included, his actual conmpensa-
tion for those tax years is $103,000, $10%,000, and $109,000.
Thus, the misstatement of employee compensation prevents the IRS
from determining whether compensation is "reascnable" for pur-
poses of the prohibition against private inurement, and would be

considered material for purposes of the perjury penalty.

22 United States v. Taylor, 574 F.2d 232 (Sth Cir.), cert denied
439 U.S. 893 ( .

23 United States v. Goldman, 439 F.Supp. 337 (D.N.Y. .

24 Harding Hospital, Inc. v. United States, 505 F.2d 1068 (6th

Cir. 1974}).
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Accordingly, HSUS, and/or the individual who signed HsuUs’
Form 990, may be liable for up to $500,000 in penalties, and/or
imprisonment, and any person who aided or abetted in this false

Form 990 will face the same liabilities.



ANNUAL REVENUES AND PRESIDENTS®

Organization

United Way

Red Cross

Salvation Army

UNICEF

Goodwill Industries
CARE

American Cancer Society

Planned Parenthood of
America

Easter Seals

Boys Clubs of
America

Humane Society
of the U.S.

Annual

Revenue ¥ *

$2,400
$973
$865
5463
$447
$397
$308

$274

$212
$187

13

SALARIES OF U.S. CHARITIES*

Executive Benefitsg
$5230,000 ('86) $95,553

$165,119 ('87)

S 15,314 ('88)*x%*
$139,000 ('87)

$103,421 ('87) 59,600
$ 90,000 ('86)
$162,172,92 ('85)

$116,436 ('86) $2,170

$115,49%2 ('86)

$ 79,182 ('86) $61,780

v 95,000 ('87) $70,537

*Sources: Fortune, 11/9/87, p. 146 and The Nonprofit Times,

February, 1988, pp. 1,

13.

**Annual revenues in millions of dollars.

***plsc receives housing,

other expenses,

a car and grants for taxes and some
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FIVE YEARS
1988 1987 1586 1985 1984 1983
HSUS Compensation $95,000 $95,000 $90,000 $85,000 $85,000
Travel Allowance 4,000 55,000 5,000 4,000 4,000
Insurancel 9,109 8,434 5,109 5,109 5,109
NHEC?2 14,000 14,000 14,000 13,000 0 0
Deferred Comp.S3 5,000 5,000 5,000 5,000 0
36,000% 24,0004
7,000% 7,000% 7,000% 7,0005 7,000%
3,000% g9,0008
? cash surrender
value of life
insurance policy
%W transferred from HSUS
7,4287 s5,0007
TOTALS 165,537 138,434 125,109 115,109 110,109
11[15{1 Yrance
Manhatten Life 4,000 333 0 o 0
Mass. Casualty Disab. 913 913 913 913 913
Conn. Mutual Life 4,196 4,196 4,196 4,196 4,196
detna Life Ins. 6 2,992 0 0 ¢]
9,108 8,434 5,109 5,109 5,109
2NHEC
Auto/Travel 9,000 9,000 9,000 0 0
Add’l Comp. 5,000 5,000 _4.,000 a 4]
14,000 14,000 13,000 0 o
3Defer;e§ Comp.
Aetna Plan 5,000 5,000 5,000 0 0

irair market rental value of

hy Mr. Hoyt.

HUMANE SOCIETY OF THE UNITED STAT
PRESIDENT’S SALARY AND BENEFITS

ES

house now owned by HSUS and occupied rent-free
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QWSValue of interest free loan of $110,000 (actually understated); note was
owned by HSUS in 1987; while the loan was originally made by Mrs. Evans,
it presumably was based on his employment relationship with HSUS.

5Figure used in later years to compensate for lack of HSUS provided auto-
mobile, so presumably the value of that automobile.

?checks identified by auditors Deloitte, Haskins and Sells and not previously
reported. Payments of $9,285 (1986), $13,927 (1987) and $13,873.50 (1988)
are assumed to be bonuses already included in compensation.




HOYT’S DEAKINS RANGE PROPERTY

On March 13, 1970, Mr. Hoyt and his wife bought the property
know as Deakins Range for use as a residence. The purchase price
for the property was $120,000. To finance this purchase, Mr.
Hoyt borrowed $60,000 from the Clara Jeffrey Trust, a private
trust of which Coleman Burke, Chairman of the Board of HSUS, was
one of the twe trustees. The interest rate on the $60,000 Jef-
frey Trust loan was 5%. In addition, Mr. Hoyt assumed two mort-
gages at this time for $36,000 a piece or a total of $72,000.1

On August 30, 1974, Mr. Hoyt sold one of the plots compris-
ing Deakins range for $20,000. On June 11, 1976, Mr. Hoyt
received an additional loan from the Jeffrey Trust for $20,000 at
the same 5% interest rate as the previous loan. In March 1977,
Mr. Hoyt secured a loan of $50,000 from American Security Bank.
In 1980, Mr. Hoyt borrowed an additional $30,000 from the Jeffrey
Trust, secured by some real estate in ohio.

In November 1981, Mr. Hoyt received a locan from HSUS donor,
Irene Evans, of $110,000 at a 10% semiannual rate of interest for
the first year and at 0% interest for subsequent years. This
loan from Ms. Evans was used to pay off the Jeffrey Trust loans.
In May 1987, HSUS purchased Deakins Range from the Hoyts for
$310,000. This money was used in part to pay off the $1106,000
loan from Ms. Evans, who had given the right to collect on that
loan to HSUS, and the $50,000 mortgage from the American Security
Bank. At some point in time, the two 1970 mortgages totalling
$72,000 were alsc paid off.

The attached chart summarizes these transactions and estab-
lishes that Mr. Hoyt has made a profit of $220,000 on the pur-
chase and sale of his house.

1l Although we have no records documenting these mortgages, Mr,
Hoyt informed us about them.
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b MR. HOYT’S DEAKINS RANGE PROPERTY
Transaction Cost of Loans to Mr. Hoyt’s Mr. Hoyt'’s
property Mr. Hoyt income from sale net dis-
of property poesable
income from
property on
respective
dates?
1970 purchase of
property 120,000
1970 Jeffrey Trust
Loan (5% interest) +60,000°
1970 Mortgages +72,0009 +12,000
(2 at $36,000 each}
1974 Sale of +20,000 +32,000
Extra Plot
{( 876 Jeffrey Trust b
an (5% interest) +20,000 +52,000
1877 American +50, 000 +102, 000
Securities Bank
Mortgage
1980 Jeffrey Trust +30, 000P +132,000
Loan Secured by
Real Estate in Ohic
1981 Loan from Irene (110, 000°/F) +132,000
Evans (10% semiannual
interest 1lst year:; 0%
subsequent years)
1987 HSUS purchase (310,000:9) +222,000
of property +90, 000

arhis column reflects the net disposible income available to Mr. Hoyt in
each relevant year and was calculated by adding the figures in the other
columns cumulative to that date.

%w
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{wontinued from previcus page

brhe $110,000 loan from Irene Evans was used to pay off the lcocans from the
Jeffrey Trust. Mr. Hoyt, therefore, realized nc income gain from this trans-
action.

©The $310,000 purchase price from HSUS was used to pay off the Irene Evans
loan of $110,000 and the American Securities Bank loan of $50,000. There-
fore, $160,000 of that transaction did not constitute new income to Mr. Hoyt.

dat some point, Mr. Hoyt paid off the 1970 mortgages. Because the Committee
was not provided any information as to when or how this occurred, we have
simply subtracted an additional $60,000 from the HSUS purxchase price to
reflect conservatively some prior payment on the principal of the mortgages,
and so as not to double count any income to Mr. Hoyt.



VALUATION OF DEAKINS RANGE PROPERTY

The dollar value for Mr. Hoyt’s personal use of Deakins
Range was set by Bill Voorhees, the HSUS accountant at $600 per
month. This valuation figure was provided to the IRS and Mr.
Hoyt by HSUS on either a form W-2 or a form 1099 as compensation
to Mr. Hoyt.

An experienced local realtor, provided with the Long and
Foster description of Deakins Range, estimated the rental value
of the property toc be between $2,500 and $3,000 per month, noting
that a smaller property on a smaller lot had recently rented for
$2,200 per month.




TRAVEL EXPENSES OF MRS. HOYT FOR 1885-1987
PAID FOR BY THE HUMANE SOCIETY OF THE UNITED STATES

hRirfare Hotel* Meals Car Mileage
Rental

$6383.67 $3574.35 $768.27 $243. 11 $487.86

Gas, Tolls Cash Bocks & Gifts Tips
& Parking Shipping
$43.29 $325 $167 $118 $36.18

TOTAL $12,146.83
- 6,000.00 (half of WSPA reimbursement to HSUS
for Far East Trip taken in 1987)

$ 6,146.83

*All expenses except airfare were derived by taking half of the
amount listed under each category on John Hoyt's travel expense
reports,
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TREASURER’S SALARY AND BENEFITS
FIVE YEARS
1988 1987 1986 1985 1984 19873

HSUS Compensation  $80,000 $80,000 $78,000 $74,000 $67,000 $67,000

Insurancel 5,922 5,922 9,925 4,611  4,0705,417.44

NHEC 10,000 10,000 9,000 9,000 0 o

NAAHE 5,000 5,000 0 0 0 0

Deferred Comp. < 7,000 7,000 7,000 7,000 5,000 0
85,0007

9,000% 99,0004

7?7 cash surrender
value of life
insurance policy
transferred from [SUS

5,490.5772

TOTALS 107,922 198,412 103,925 94,611 76,070 72.417

1Figure does not include medical insurance payments
“petna Plan

S payment by HSUS in connection with Maine recreational real estate for which
HSUS received no legal interest in the real estate and for which there
was no documentation supporting the "reimbursement.?

4Figure used in later years to compensate for lack of HSUS provided auto-
wobile, so presumably the value of that automobile.

“Checks identified by auditors Deloitte, Haskins and Sells and not previously
reported, Payments of $9,285 (1986), $13,927 (1987) and $13,873.50 (198%)
are assumed to be bonuses alveady included in compensation.




%w Brightwater Property

In October of 1987, HSUS paid Paul Irwin $85,000 to “reim-
burse" him for his investment in recreational property in Maine.
This was approved by the Deferred Compensation Committee which
apparently did not realize that this transaction was far beyond
the scope of its authority; the purchase was never repeorted to
the Board in the normal course of affairs.

While the transaction itself raises serious proklems of pri-
vate benefit and a waste of the HSUS’ assets, the implementation
of the transaction presents further concerns.

1. Although Mr. Irwin has been paid $85,000 as a “reimbur-
sement" as of March 8, 1988, he had not actually paid out
more than $57,000 in connection with this property because
the Butlers took back a $40,000 purchase money mortgage.

2. Mr. Hoyt, who signed the checks to Mr. Irwin, apparently
never requested evidence to support the claimed reimburse-
ment and never required that the partnership agreement be
signed to protect the rights of HSUS.

3. Although the minutes of the Deferred Compensation
: Committee and Mr. Irwin’s September 3 memo suggest that the
@@, renovations had been completed and paid for previously, they
apparently were not started until June of 1987 and more than
60 percent were paid for after August, 1987.

4. Even though the money has been paid, the partnership
agreement has not been signed, so HSUS would have difficulty
asserting its intended legal rights in connection with the
property.

5. After the partnership agreement is signed, Mr. Irwin can
call for apparently unlimited additicnal capital contribu-
tions from HSUS.

6. Since the price of the leasehold is 1.6 x valuation
assessed by the town, it could appreciate faster than infla-
tion (contrary to Mr. Irwin‘’s statement on p. 3 of his Sep-
tember 3, 1987, memo) and result in additional funds for Mr.
Irwin. After all his payments have been reimbursed, HSUS
would receive the bulk of the profit, if any.




VALUATION OF BRIGHTWATER PROPERTY

Technically, HSUS has nc ownership interest in the
Brightwater property. However, since it may have some legal
rights in the future, we attempted to place a value on Mr.
Irwin’s rent-free use of the property.

An experienced local realtor, provided with the size, loca-
tion and number of feet of water front on the property, the
insurance valuation of the house and the cost of subsequent
renovations, estimated the rental value of the property to be
$500 per month in the winter months and $500 per week in the sum-
mer.
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DEFERRED COMPENSATION COMMITTEE

The Deferred Compensation Committee was created on September
9, 1983, by the Executive Committee of HSUS, The Executive Com-
mittee moved that the Board create this committee, but according
to the minutes of the Board meeting held subsequent to this Exec-
utive Committee meeting, Board approval was not sought. While
the minutes of this Executive Committee meeting were provided teo
the Board, there is no record that this was more than a pro forma
matter, the creation of the Deferred Compensation Committes
receiving no attention or discussion by the Board. The ninutes
of that Executive Committee meeting were indeed approved, but
this term means that people agreed that the minutes were an
accurate report of the committee meeting not that the Board
ratified and approved the actions of the Executive Committee.

The Bylaws of the HSUS provide in Article VII that the Board
has the power to create committees and that the Bxecutive Com-
mittee cannot assume powers reserved to the Board. Committeecs of
the Board of Directors of a nonprofit corporation are considered
to be creatures of the Board, and to obtain their power from the
Board through its delegation to them. 1In reviewing the propriety
of the actions of the Deferred Compensation Committee it is
therefore of great significance that the minutes of the Board
meetings nowhere disclose that its decisions on behalf of the
Board were ever disclosed to the Board.

In addition to neot having been created properly, the
beferred Compensation Comnittee has acted in excess of the powar
which it purported to have. Its powers are to establish and
administer deferred compensation plans and "from time to time be
constituted a compensation committee to consult with and advise
the President regarding staff compensation." The bylaws in Arti-~
cle VIII, section 5 state that the President’s salary "shall be
determined by the Board." Therefore, in authorizing a $9,000
travel allowance (compensation) for John Hoyt (1/2/85), deciding
to purchase his house "in lieu of other compensation" (4/22/87)
and deciding to reimburse Paul Irwin for the property in Maine
(8/25/87) this committee was acting in excess of any anthority
which it purported to have and in violation of the Bylaws.

It may be argued that the Board has acguiesced in or even
ratified these actions by its failure to object. However, since
the Board was not regularly informed about the Deferred Conpensa-—
tion Committee’s actions, it is unreasonable to argue that it
should have objected. With regard to setting the President’s
salary, the primary obligation to set the agenda for Board meet-
ing and to bring items to the Roard for approval lies with the
senior officers of the corporation and 1ts Chairman; this obliga-
tion was clearly not fulfilled. The remaining Board members also
share some responsibility for not asking guestions, but the
response given to Susan Pepperdine and Mrs. Braowning (12/12/87
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@, minutes say Mrs. Browning had asked for information about the
President’s salary and benefits at previous meetings but had not
received an answer) can be taken as evidence that the attitude of
some Board members was to render such questions futile.



MEMORANDUM

To: Gail Harmon
From: Anne Spielberg
Date: April 4, 1988

Re: Humane Society Deferred Compensation Committee

Facts

On September 9, 1983, the Executive Committee of the Humane
Scciety of the United States ("HSUS") adopted a resolution that
the Board of Directors of HSUS authorize the establishment of a
Deferred Compensation Plan to be administered by a Deferred Com-
pensation Committee comprised of directors, Coleman Burke, K.
William Wiseman, and Jack Lydman. The resclution also stated
that the Compensation Committee could consult with and advise the
President regarding staff compensation as the need arose.

There is no indication, however, that the Board of Directors
in fact ever created such a committee. The minutes of the Execu-—
tive Committee were provided to and approved by the Board, but no
where is there any indication that the Board itself passed a
resolution creating the Deferred Compensation Committee at this
time or at any other time.

Nonetheless, the Deferred Compensation Committee met and
acted. Among other acts, it authorized a $9,000 travel allowance
for John Hoyt on 1/2/85, it purchased John Hoyt’s house in lieu
of other compensation on 4/22/87, and it authorized reimbursement
to Paul Irwin for a property in Maine on 8/25/87. The Committee

never reported to the Board of Directors.




Issues
1. Was the Deferred Compensation Committee validly created?
2. Did the Deferred Compensation Committee act within its

authority?

Short Answers

1. No. The Deferred Compensation Committee was never validly
created by the Board of Directors nor by the Executive Committee.
2. No. The Deferred Compensation Committee exceeded the
specific authority granted to it in the resolution of the Execu-
tive Committee and the authority it could exercise under the

Bylaws of HSUS.

Discussion

Under section 141 (c) of the Delaware General Corporation
Law, 8 Del. C. § 141(c),

[t]he board of directors may, by resolution passed by a
majority of the whole board, designate 1 or more committees,
each committee to consist of 1 or more of the directors of
the corporation. . . . Any such committee, to the extent
provided in the resolution of the board of directors, or in
the bylaws of the corporation, shall have and may exercise
all the powers and authority of the board of directors in
the management of the business and affairs of the corpora-
tion [except as specifically limited in the statutelj.

The Bylaws of HSUS provide that:
The Board of Directors may have an Executive Committee
composed of 9 or more of their number. The Executive Com~

mittee shall have and may exercise all of the powers of the
Board of Directors when the Board is not in session, except

1 These limitations are not relevant to the issues here.
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the power to elect and remove officers and such powers, if
any, as the Board may specifically reserve to itself or as
may be specifically assigned to any other committee or any
officer of the Society.

Article VII, Section 1. The Bylaws further provide that the
Board of Directors may provide for such other committees as it
shall deem desirable, Article VII, Section 2, and that the salary
of the President of HSUS shall be determined by the Board of
Directors, Article VIII, Section 5. The President of HSUS is
enpowered to determine the salaries of other staff members within
the limits of a budget approved by the Board of Directors. Arti-
cle VIII, Section 5.

The statute and these Bylaw provisions govern the validity

of the Deferred Compensation Committee and any actions it took.

Validity of the Creation of the Deferred Compensation Committee

Under both the language of the statute and the language of
the bylaws, it would seem questionable whether the Executive Com-
mitte, rather than the Board of Directors itself, could create an
additional committee, such as the Deferred Compensation Com-
mittee. Both specifically refer to the Board of Directors as
having the power to designate committees. The statute speaks in
terms of the creation of committees passed by a resoclution of the
whole board. Since the statute also, permits the Executive Com-
mittee to have all of the powers of the Board of Directors except
as therein enumerated, the Executive Committee of HSUS could

theoretically have been enpowered to create additional committees
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to assist in the management and affairs of the corporation.? fThe
HSUS Bylaws, however, do reserve to the Board powers the Board
has specifically reserved to itself and one of those is the power
to create additional committees, as set forth in Article VII,
Section 2.

Further, the resclution of the Executive Committee recom-
mending the creation of the Deferred Compensation Committee con-
templated that the Board of Directors create the Deferred Com-
pensation Committee. The Executive Committee resclution did not
actually create the Committee, but only advised the Board to
create such a Committee. Because the Board of Directors never
passed a rescolution by majority vote creating the Deferred Com-
pensation Committee, the Committee never validly was delegated
the Board’s authority to act with respect to the Deferred Com-

pensation Plan. Its acts were therefore invalid.

Authority of the Deferred Compensation Committee

In addition, even if the Deferred Compensation Committee was
somehow validly created, many of its acts exceeded the authority
granted it in the September 1383 resolution. The statute pro-
vides that committees have power toc the extent provided in the
resolution of the board of directors. The executive committee
resclution only gave the Deferred Compensation Committee

authority to administer the Deferred Compensation Plan and to

2 See zZapata Corporation v. Maldonado, 430 A.2d 779 (Del.

1981) (board of directors may delegate all of its authority to a
committee, including the authority to move for dismissal or sum-
mary judgment of a suit).
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advise the President regarding staff compensation. The acts

identified in the facts section goc well beyond that authorization
and involve actual authorization of compensation for Mr. Hoyt and
Mr. Irwin.

Further, the Bylaws specifically reserve to the Board the
authority to set the President’s, Mr. Hoyt’s, salary. Article
VIII, Section 5. The Bylaws reserve to the President the
authority to set other staff compensation, such as that of Mr.
Irwin. Article VIII, Section 5.3 Consequently, any compensaticn
awarded by the Deferred Compensation Committee to Mr. Hoyt and

Mr. Irwin are invalid once again.

3 Although Mr. Hoyt has the ability as President to set staff
compensation under the Bylaws, the Bylaws state that the Presi-
dent’s authority to determine compensation must be within the

limits of a budget approved by the Board of Directors. The addi-

tional compensation Mr. Irwin received, e.g., the Maine property,
would seem to be outside the budget and outside the approval of
the Board who had no knowledge of the transaction.
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NHEC

Mr. Hoyt and Mr. Irwin have received a total of $94,000 in
additional salary from NHEC, a shell corporation.

Although the Audit Committe was told that "all transactions
were approved,” there is little evidence of approval. The Board
of Directors of NHEC never met during these years and obviously
never approved the payments. A memorandum dated January 2, 198%
from Coleman Burke approves travel allowances for Hoyt and Irwin
payable from NHEC. DNote that this document did not authorize the
other payments of additional compensation to Hoyvt and Irwin from
NHEC. Regardless, under the HSUS’s By-laws it 1s the Board of
Directors, not the chairman, which is empowered to set the Presi-
dent’s salary. Furthermore, Mr. Burke was not an officer of NHEC
and so had no authority to authorize it to spend any money.

In what may be an effort to hide the payments from the
Board, the public and the government, the officers of HSUS (and
its outside accounting firm) have allowed these transactiong to
be mischaracterized on the financial statements and tax returnes.
If these mistakes were innocent, their existence indicates a sig-
nificant lack of care on the part of the accountants and Mr.
Trwin. A fifteen minute review by the HSUS Treasurer should have
identified the errors.

The payments to NHEC were made from the annuity account at
the Mellon Bank. This account was created to pay funds to HSUS
donors who have contributed funds to this annuity trust. Paul
Irwin drew funds out of the annuity trust to fund the salary pay-
ments which were run through NHEC. These payments were hidden
from everyone by the mechanism of characterizing them on the
financial statements and the 990 tax returns as "payments to ben-
eficiaries," while, in fact, they should have been entered on an
adjacent line "contributions to other organizations.®

Under the trust document establishing the annuity trust,
only menbers of the Investment Committe have authority to request
distributions from the trust. I have repeatedly asked for, but
not received, any documentation which would have led the trust to
believe that Mr. Irwin had authority to regquest funds.

Finally, in order to open a bank account to receive the
annuity trust money and pay it out to Mr. Hoyt and Mr. Irwin, the
officers filed a false document certifying that the Board of NHEC
had authorized the opening of the account.
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Alice Morgan Wright--Edith Goode Fund

The Alice Morgan Wright~£dith Goode Fund is a charitable
trust of which HSUS is trustee. With assets of $1,300,000 and
income of over $100,000 per year, it is a major asset of the HSUS
and represents a significant opportunity for funding corganiza-
tions devoted to animal welfare.

Under Article Eighteenth of the last will and testament of
Alice Morgan Wright, the Board of Directors of the HSUS is to
have absolute discretion and authority in selecting beneficiaries
of the charitable trust fund established under her will. The
full Board of Directors, however, has never approved the gelec-—
tion of charitabie grantees, While it has been informed, after
the factyof the charitable distributions has never exercised its
legal role in this process,

A Board member, Donald Dawson, is said to have represented
the Board as an individual trustee, but there is no record that
he was selected by the Board to carry out this function, that
they delegated this power to him, or gave him any direction or
instruction in this regard, When he left the Board in mid-1984,
no Board member was involved in this process until recently when
Mr, Wiseman represented the Board.
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Credibility Problems

1. Did Deferred Compensation Committee meet on March 3, 1987 and
authorize certain actions?

A. Attached memo from Mr., Hoyt states it d4id.

B. Attached letters from Mr. Lyaman and Mr. Wiseman (when
read in conjunction with the materials to which they specif-
ically refer) clearly state that there was no meeting on
March 3.

2., Since "this corporation® (NAHEE) had no funds on 12/31/86
(see 990 attached) any attempt to authorize the use of its funds
would be ineffective.

3. In a letter dated December 1, 1987, Mr. Hovt wrote to Mr.
Wiseman that Miss Frankenburg has glven HSUS $330,000 over the
last five years and she provided the funds for Mrs. Hoyt's
travel. However, documents provided by HBSUS indicate that in the
5 years 1983-1887, Miss Frankenburg gave $265,000 and that at
least during 198% and 1986, none of this was allocated to Mrs.
Hoyt's travel which was paid for out of the general fund,

4. In an effort to obhtain complete and accurate information,
counsel for Committee prepared detailed guestionnaires for the
HSUS officers. Mr, hBoyt and Mr, Irwin both failed to provide
cormplete and accurate information in the following respects:

With regard to the question concerning serving as an
e¥ecutor or trustee for HSUS donors, Mr, Hoyt stated, "none to my
knowledge.” A review of files at the general counsel's office,
however, indicates that he is named as the trustee of a
charitable trust to be created under the will of Irene Evans and
that he is also the trustee of a 1983 revocable trust established
by Mrs. Evans, Further inquiries were limited by the regquest of
the Committee that I not contact any HSUS donors.

In answer to the same guestion, Mr, Irwin replied in an
interview conducted on February 4, that he was executor for akout
half a dozen HSUS donors and held power of attorney for twe to
three of them. ©On the questionnaire, however, he limited his
response to the relationships with the Butlers and Dr. Luszki,
relationships with which the Committees was already familiar
because of the memorandum he wrote on the Maine property. 1In a
subseguent letter, he attempted to limit his response to cases in
which he has "formal evidence” of such appeintment. When in
response to a Committee guestion, Mr. Madden stated he believed
that Mr, Irwin was the executor for vViola weber, Mr, Irwin
implied that this was the first he knew of it but Mr. Madden said
he learned of this from Mr. Jrwin.

Another set of questions solicited information about pay-
ments by HSUS to family members of officers. Although HSUS staff
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members remember the childere of both Mr. Hoyt and Mr. Irwin
working for HSUS, in both cases the question was answered in the
negative. While corroborating documentation has been requested,
the most which is likely to be available by the April Board of
Directors meeting is the confirmation that indeed these relatives
did work for HSUS.

5. In a discussion of the actual date on which the $100,000
note from Mrs. Evans was received by the HSUS, Mr. Irwin
testified that he backdated a receipt for the note by more than
three months.

6. In a discussion of the failure to report gifts of tangible
personal property on the tax returns, financial statements and
internal records of the HSUS, Mr. Irwin indicated that he decided
to value at 0 a coin collection estimated to be worth more than
$100,000.

7. In addition to failing to report gifts of real and personal
property on internal records, tax returns, or financial state-
ments, Mr. Irwin, at least twice, certified in writing to the
auditors that "all... assets of the Organization of which we are
aware are included in the financial statements.®

8. Directors have inguired about whether the purchase of Mr.
Hoyt's house was reflected in any of the financial statements
provided to the Board at its October, 1987, meeting. The value of
the house was indeed included within the assets, but it was mis-
identified as "Evans property."

9. Since early January the Committee has been seeking accurate,
complete records of all disbursement of $5,000 or more for the
year 1986 through the present. On March 17, Mr. Irwin provided
the Committee with a final list of the disbursements stating, "I
certify, to the best of my knowledge, this list is complete.®
When the accountant from Delloite, Baskins and Sells investigated
the matter he reported a substantial number of checks which had
not been identified for the year 1986 and eight new checks to a
Mr. Hoyt and Irwin totalling more than $75,000.

On the bas e experiences, it is impossible for the
Committee to relh on tie accuracy of information provided by Mr.
Irwin, and it is n&t Llear whether it can rely on the accuracy of
the information pro¥ided by Mr. Hoyt. )

In addition, Board of Directors must evaluate whether it
can rely on thesejfoffigers in the future.




information Requested from HSUS
Catz requested Date due Reguested from information requested Respornisa
iotging, and misc. expensss whie on these trips; include tips for which
tickets may have been paid for by ailine promotion ffrequent fyarl
_____________ programs of by Mrs. Hoyt or other sources B HSUS paid any other costs of i
information Requested from HSUS
Feguasted from Information squested Response
; PE e g o f
> - Al T Rl o Y
e ib - i 1
intormation Requested from HSUS
Tale dua Hequested from information reguested Pesponse

Thomas Havey and Campany

All transactions in & aut of each of the "Board dasignated" accounts, plus
2y irfarmation re Board designated restrictions, imitatinns, or quidances
to e utifization of funds; copies of checks evidencing dishursements rom
1983 10 date, with aumtharized memos which were part of the file befare the
checks ware drawn,

inadequate re-
sponse 32

aarty 1783 Thomas Havey and Sompany

Copies of afi financial records, including the checks evidencing deposits &
dishursements, of NHEC o date

inradequate re-
sponse as af 373

garty 1155 Themas Havey and Company

Information re any reimbursement to My, lowin for advances in cornection
withs e Bridgewater property in Maine; copies of 2l recards in the fite upon
which the reimrursement to Mr. Irwin was based.
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Checis to elected officers and Soard over $5000.

All trips of Mrs, Hoytin last 5 yrs.

Ad non-operating expenses cver $5000.

230s for Genter for Respect for Life and the Eavirenment,
Expensesiraceipts; % return: average gift an direct mal income,

When reserve fund for haques's was croated; £8P Trust,
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Documents, isformation conserning
and Ky ewin; information re NHEC & NAHEE or other corporations which
miay have made sirmilar payments
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Datoe requasied Date due Requasted from

Information Requested from HSUS

Informuation requested

Followup

2/24/88 3h/ea 5. Trevino, P, trwin

Mames of signatorias on accounts; [dentifying numbers of ail acoounts of
HSUS and is rolated or subsidiary organizations, or persons acting on its
behall, axisting now or at anytime during the past ten ysars, Inclucing nams
of bank, type of sccount, branch loeation;

Copies ol pages for [ast § years from Colurnbia Fiat Savings Account
&4&7 indicating activity since 1/1/88 {received 3/1/88);

Date account wag established and il established after 1975, coples of
corporate resclutions and slgnature cards fted with the bank;

Description of Mallon Bank Account # 46 re size, purpess, signaiores,
why it's in Piltsburgh, any other relevant information:

Explanation of system under which HSUS avthorizes payments trom this
account.

Malian Bank palicy on written confirmation of withdrawal requests

recefved
188

3198

requested
again 311/83

requasted
again 3/1/88

requasted
again 3/1/88

- requested again

3nfes

2/25/e8 3f5fa8 P. Inwin

Bank accnunt-zﬁ: list of withdrawals or payments for ‘a5, '85,'87;
documentation authorizing & categorizing withdrawal,

For withdrawals made by phone authorization, kevel at which written
confirmation is requlred.

22588 2/5/88 J. Hoyt, P. Irwin

Whata Maine property is ocated flown, county, ete.);

Copies of asquisiiion papers Including centracts, appraisals, deads, ele.
ralated 1o the Irwin purchase of the property;

Copies of correspondence concerning proparty and its attemptad purchass:

Coples of any count documenis, inctuding information on the suli, namae of
attormeys representing Mr. lrwin and previous proparty owner;

Copies of all corraspondenca relating to the litigation;

Copies of back up maierial presantsd to MSLS in connection with
sstablishing the amount oi reimbursement of Mr, lrwin’s personal financial
investment;

Coples of any agreement entered into with HSUS under which Mr. lrwin is to
act as its partner or agent for this property.

1988 2/26/88

MNames of Mallon Fund anauitanis
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Date requasied Data cue

Raquestad from

-

Information Requested from HSUS

laformation requeaiod Followup

Retoonsa

Names of recipients of Pooled Ine. Fund

Bank account #g, incoms, and peincipal

arzfes 3/8188

P, Irwin, 5. Trevino

Why was no amount disclesed for *accounting fees? Number sheuld have
been $45,00C; explaln why lt was mare than twice as large as the average of
the previcus thies years; $60,990 I listed as an expense captioned “axas
other.” List and describe the taxes pald. Explain entry of $72,458 on
projected 1567 and proposed 1538 budgets for other taxes, kentify the
taxes and axplain the reason for the increasa. Explaln difference batween
payments to annuitants on the game schedule, listed as $103,714, and 1986
financial staternents listing as $99,653,

Provide a complele and consistant llsting of amounts received by or pald fo
John Hoyt and Paul Irwin over the last 5 years (1883-1987] In the following
catsgorios: cempensation, expensa account, other allowance, travel
aliowancs, penslon plan contribution, [Hfe Insurance, health Irsurance,
deferred compensatian, other

‘Whai paymants were Included a3 “coniributicns to employes banefit plan®
on Schedule § of the Form $907

With regard to health Insurencs for Measrs Hoyt and trwin, explain whether
HEUS pays for individual banefits or famlly benefits: for high or low aption
coverage; for any special survices or benefits. Provide the amounts paid on
bahzlf of sach (and thelr tamilles if paid} for the past five years and compara
it to the everage end med|an amcunt paxd for those employess who are not
officars

Explaln HSUS transfer to0 Messrs. Hoyt and Inwin the ownership of cartain fife
insurance policies. Describe the policles giving the name of the company,
policy numter, benaficiaries, anaual premiums, face amounts and cash
surrencer values, Explain what is meant by iransfer of ownership and how
{if at a7l) the value of the transfer was reported for tax purposes.

i H5US continuas to hotd other insurance policies on the Eves of Mesars
Hayt and Irwin, give 1he same Information requested above for each policy.

entify the componants of the 373,114 listed for insurance in  Schedule 2.
For each, give the same of the insurance company, the account number,
the owner of the policy, and a description of its purpoases (e.g. life, auto, alc,)
tha limits of the pelicy, the [aco amounts of the policy and the cash
surrender valua.

Explain syslam used to accoun for donations of persanal property donated
to H5US;

List iterns of tangible personal property donated to HSUS in the last 10
years, date they were glven, value at time ¢f donation, and disposition made



Cate requested Date dua

c

Raquasted from

Information Requested from HSUS

Infarmation requested Fallowup

Reaponss

of them if any.

Ust each piece of real estate given to HSUS in the last 10 years, the date
given, lts valua at the date of gift, its disposition, if any,

Ligt date and amount of glits made by Regina Frankenbarg to HSUS since
1983,

Explain where $5000 pald 1o Mr, irwin cut of NAAHE came frem, who
approved it and when (within context of zero fund balance of NAAHE fund at
end of 1986).

Provide W2s and 1099s issued o John Hoyt and Paul Irwin by HSLUS and its
associated organizations for 1967,

Explain reason for the omission of a $100,000 noie recsived from Mrs. Evans
on 12/31/88§, not recorded in asset category of Financlal Statements and
Indepandent Audit Reports for 1385,

Provide any amendments ic the Deed of Trust dated 4/9/82 betwean HSLIS
and the Mallon Bank.

Provide any instructions which may have lsd the Msllon Bank to bsfieve thai
Paul Inwin or othar smployees of HSUS were authorized to direct distibution
of income and principal.

Provids a capy of the Irene C. Svans Trust U.T.0. 8117778, amendad 9/18/78.

Al recards, leters, memos, elc. ro gilts by Mrs. Evang to HSUS In the past 8
y1s., especially gifts of 1angible proparty and of a promlssory note,

3/15/28

R. Kandler

All records, letisrs, mamos eic. re gitts to HSUS by Miss Regina Frankenburg
in the past B y7s.

Informaiien on the HSUS Investment Commiliee, including Hs authority and
composition, based on minutes of Bd, of Diraclers and Exacutive Committea
meetings and any other ralevant materials.

Available Information [dentifying recont glits of tangibls personal property.

3/15/28

3f21/88

J. Lydman

Explain on what basis the Deferred Compensation Committes cancluded
that |t was empowered by the Board to act on its behalf re compansation
and benefits for HSUS staff.

3715/88

df21/88

P. Irwin

Whather Mr. kwin s or was co-executor of Viola Weber's estate o has hald
any ather position with fiduciary responsibilitles Tor het or har assals.

partial answer
311708
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Information Requested from HSUS

Date requested Dais due Requested from Information requestod Followup Regponss
Pravide evidence of the appolniment by the HSUS Board of Joa Ramsay ta asked Wise-
tho Deferrad Compensation Committee, man
Provide the list of HSUS safe daposit boxes prepared by Mr. Trevino and a list 317, o in-
roasonebly cumrent Inventory of tha contents of the boxas and who has vantery
access to each,
Requast from the Mallon Bank all records of oral and written communication request 317
cancaming who has autherity under Art. 3 of the Annufty Trust to direct
distributions of incorne and prinsipal and to approve Investments, Provide a
copy of the letter of request.
Provide a list of the membera of the Investment Committes and the dates asked zgain
that they wers elected by the HSUS Board. 322

Provide answers to questions posed in lattars of 3/2/88 and 3/4/88.

Jr2zfas W. Viearhaes

Provide fotal of Mra. Hoyt's ravel expenses for 1985, 1336, & 1987 and
whether reimbursamen! was raceived for Intemnational travel.

Provide information on Bates fund transfer to Meflon Bank.

Provide Information on 1985 note receiable in Mellon Annuity Account.
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1886 Federal Farm 990 for HSUS

Paul Irwin, Treasurer of HSUS signed the Federal 990 (tax)
information return stating under penalties of perjury that to the
best of his knowledge, it is true, correct and complete p, 5.

Thomas Havey & Ca, is listed as preparer but did not sign
the return as preparer, P. 5.

The United States Code provides for c¢ivil penalties for tax
return preparefs in certain circumstances and provide for civil
and criminal penalties for signing and filing false tax returns.

The HBUS 1986 Federal Form 990 contains numerous errors, the
princigal ones of which are described below.

Loan to John Hoyt

HBUS' 1986 return incorrectly states that during 1986 there
was no direct or indirect lending of money or extension of credit
between the organization and principal officer, p.6. Paul Irwin
signed a dated receipt dated December 31, 1986 for a donation to
HSUS ¢f Mrs. Evans' loan to John Hoyt.

On Balance gheets p. 4. the $100,000 loan is not included,

Even if the note was actually received until April 1987, the
five months between that date and the filing of the tax return
provided ample opportunity for making "year end” adjustments to
include the note.

NHEC

Cn schedule 2 ligting "grants to other organizations"” the
payment from HSUS to NHEC ig not shown, p., 11~12,

The payment to NHEC is in fact listed in payments to
annultants on Schedule 3, p. 13.

Paul Trwin was well aware of the NHEC payment since he
received substantial benefit from NHEC and was the individual who
requested the payments from the HSUS annuity account to NHEC.

WeB.P.B.
Schedule 7 listing gifts to other organizations failed to

disclose an additional $30,000 in gifts to W.S.P.A, In 1986,

$41,000 was given by HSUS to W.S.P.A.




1985 Federal Form 990 for HSUS

Page 2 of the 990 contains a chart which is designed to
allocate organizational coscts by function; costs are allocated

amnong program services, management and general, and fundraising.
This chart is an important document. Primarily it is a part of
the federal tax return which the organization is obligated to
file in a truthful manner. In addition, it serves as the basis
of filings in all of the states where the organization operates,
as the basis of the filing with the many state agencies which
seek to regulate charitable sclicitation (See Tab X for special
discussion of problems with NY filing) and as the basis for
filings with private watch-dog agencies such as National
Charities Information Bureau. While moest organizations which
seek to report as low a pumber as ethically possible under Column
{D} fundraising, HSUS ignored IRS regulations and generally
accepted accounting principles seeking to minimize ite reportad
fundraising costs.

John Hoyt and Paul Irwin gpend their time on several dif-
ferent types of activities, program, management and fundraising,
but they do not maintain time sheets or any other system to allo~
cate their activities to these different categories, ILine 25
provides $37,000, less than 10% of the officers' salaries, is
attributable to fundraising. When I interviewed Mr. Hoyt he
stated that none of his time is charged to fundraising:; he said
it is split evenly between education and administration. Were
you not under the impression that Mr. Hoyt and Mr. Irwin spent a
substantial amount of their time fundraising?

Attached are three different accounting guides (See Tahbs
¥1C) which state clearly that it is necessary for nonprofit orga-
nizations to have a professional system for allocating salary
eXpenses among different program areas.

Mr. Irwin was not able to describe the basis on which this
schedule was prepared although he signs this return declaring
under penalties of perjury that the return is true, ¢orrect and
complete,

Agaln as discussed with regard to the 1986 990 form, the
traansfer from the annuity fund to NHEC is not disclosed while it
should be specifically listed on schedule 2. It is characterized
ag in 1986 as a payment to annuitants.
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New York State Charities Form

New York State requires that charities which solicit funds
from its residents register with and report annually to its
department of state,

The attached form filed by HSUS and signed by Mr. Trwin and
Mr. Hoyt under penalties of perjury is incorrect in several major
respects., The simple "yes" and "no" questions on p. 3 are ans-—
wered incorrectly: see guestion 3 "do you send unordered mer-
chandise or stamps?" and question 3 "does your organization allo-~
cate the costs of multi-purpose activities between program ser-
vices and fundraising?”

The figures on the financial summary, page 1 are incorrect
as well in part for the reasons discussed at Tab XI in connection
with the 1985 Federal Form 990.




MEMORANDUM

To: Gail Harmon
From: Anne Spielberg
Date: April 4, 1988

Re: Humane Society of the United States: False or Incorrect
Statements on New York State Charities Form

Facts

Under New York State law, all charities! which solicit funds
from New York residents must register with the state secretary of
state. Chapter 18, Article 7-A, Consolidated Laws of New York §§
171--172-a. 1In addition, charities, like HSUS, with total
revenues above a certain amount must file a written annual finan-
cial report on forms provided by the secretary. § 172-b.

The aAnnual Financial Report filed by HSUS with the New York
Department of State for the year ended December 31, 1286, con-
tained certain false or incorrect information. Questions numbers
2 and 3 on page 3 of the form are incorrect. Question 2
incerrectly answers "no" to the question "[d)oes your organiza-
tion send ‘Unordered Merchandise,’ ‘Seals,’ or ‘Stamps‘’ in its
solicitation of contributions?" Question 3 incorrectly answers
"no" to the question "[d]oes your organization allocate costs of
multipurpose activities between program services and fundraising
(e.9. Direct mail, Telethon, etc.)?" In addition, the figures on
the financial summary section appearing on page 1 of the form are

wrong.

1 There are certain exceptions to the registration and report-
ing requirements, but all are inapplicahle here.
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The Annual Financial Report was signed by Mr. Hoyt and Mr.
Irwin under penalties of perjury that it was true, correct and

complete to the best of their knowledge and belief.

Issue
What are the possible consequences for the officers submit-
ting the New York Charities Form and for HSUS in filing a false

or incorrect form?

Short Answer

If HSUS has made a material false statement in the annual
written financial report it filed under the New York statute gov~
erning the registering and reporting of charitable solicitations,
HSUS could be subject to administrative or civil penalties and/or
lose its ability to solicit or collect funds or property in New
York sState. 1In addition, Mr. Hoyt and Mr. Irwin could be subject
to criminal prosecution for a form of perjury known as making a

punishable false statement.

Discussion

The New York State law on solicitation and collection of
funds for charitable purposes, 18 McKinney’s Consolidated Laws of
New York Ann. §§ 171-a--177, sets forth its own penalties for
violations of the act’s provisions. Pursuant to section 172-dl
of the act, 18 McKinney’s Consclidated Laws of New York Ann. §
172-4l1 (Supp. 1988), nco person2 shall:

2 A person, as defined in the act, includes both an individual
and a corporation. § 171-a3.
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Make any material statement which is untrue in an
application for registration, registration statement, a
claim of exemption, or written annual report; or fail to
disclose a material fact in an application for registration,
registration statement, claim of exemption, or written
annual report (emphasis added).

Upon a finding by the secretary that any person has committed or
is committing a violation of this provision of the act, the sec-
retary may:

{a) revoke, suspend or deny a registration of a charitable
organization . . . or issue an order directing a charitable
organization . . . to cease and desist specified fund-
raising activities; and '

(b) assess a civil penalty against the vioclator of not more
than one thousand dollars for each act or omissision con-
stituting a violatien and an additional penalty of not more
than one humndred dollars for each day during which such
violation continues. . . .

18 McKinney’s Consoclidated Laws of NY Ann. § 177 2. (Supp. 1988).
In addition, pursuant to section 175 of this act,

the attorney general may bring an action or special proceed-
ing in the supreme court . . . against a charitable organi-
zation and any other persons acting for it or in its behalf
to enjoin such organization and persons from continuing the
solicitation or collection of funds or property or engaging
therein or doing any acts in furtherance thereof, and to

cancel any registration statement previously filed with the

secretary and for an order awarding restitution and damages
and costs; and removing any director or other person

responsible for the violation of this article; dissolving a.
corporation and other relief which the court may deem

proper, whenever the attorney general shall have reason to
believe that the charitable organization:

(d) has made a material false statement in an application,
registration or statement required to be filed pursuant to
this article. . . .

Thus, if the incorrect statements made on the Annual Financial
Report are material, HSUS could lose its ability to solicit and
collect funds in the state of New York and be forced to pay

monetary penalties as well. Because the yes or no questions
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appearing on page 3 ask for specific information about certain
activities deemed to be important by the state of New York and
request more extensive information for yes answers so as to allow
scrutiny by the secretary of state, Mr. Hoyt’s and Mr. Irwin’s
false answers could well be judged material, thus subjecting HSUS
to the above-stated penalties.

In addition, the act specifically states that the remedies
available to the attorney general stated therein are in addition
to any other action authorized by the law for the state attorney
general to take. Thus, Mr. Hoyt and Mr. Irwin may be subiject to
additional criminal penalties. For example, Section 210,45 of
the New York penal law, 39 McKinney’s Conslidated Laws of NY Ann.
§ 210.45, subjects an individual to conviction for the class A
misdemeanor? of making a punishable false statement when he
"knowingly makes a false statement, which he does not believe to
be true, in a written instrument bearing a legally authorized
form notice to the effect that false statements made therein are
punishable.” Mr. Hoyt and Mr. Irwin signed the Annual Financial
Report under penalties of perjury, which establishes the neces-
sary element that the written instrument have a neotice that false
statements made are punishable. 1In addition, the element of
knowingly making a false statement should not be that difficult
to establish. While mistakes can be made in the completion and

filing of forms, the two yes or no questions appearing on page 3

3 A class A misdemeanor is puniéhable for a fixed sentence of
imprisonment not to exceed one year. 39 McKinney’s Consolidated
Laws of NY Ann. § 70.15,.
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of the form are straightforward and require no technical
expertise to complete. A basic review of the document, as the
certification requires, should have made Mr. Hoyt and Mr. Irwin
alter these answers unless they deliberately sought to conplete

the form falsely.4

4 Other conceivable criminal penalties which are possible
though less likely include: offering a false instrument for
filing in the second degree--knowingly offering or presenting a
written instrument containing a false statement or false informa-
tion to a public office or public servant with the knowledge or
belief that it will be filed with, registered or recorded in or
otherwise become a part of the records of such public office or
servant, 39 McKinney’s Consolidated Laws of NY Ann. § 175.30--
classified as a class A misdemeanor and; offering a false instru-
ment for filing in the first degree—-the same elements as second
degree, plus an intent to defraud the state or any political sub-
division thereof, 39 McKinney’s Consolidated Laws of NY Ann. §
175.35--classified as a class E felony (a term of imprisonment
not to exceed four years, 39 McKinney’s Consolidated Laws of NY
Ann. § 70.00 2(e)}.



MINUTES
HSUS AUDIT COMMITTEE
April 4, 1988
10:45 a.m.

Present: John Mettler III, Robert B. Sorock, Susan Pepperdine, Gatl Harmon

There was discussion of the letter from Bill Wiseman and the requests it contained to
allow Joe Ramsey to attend Thursday's meeting in his place and to have Paul Irwin
attend in John Hoyt's place,

It was decided that Mr. Wiseman should not send a representative since he was able fo
attend himself,

Ms. Pepperdine noted that Mr. Wiseman wrote it would have been a conflict of interest
for Mr. Hoyt to attend the earller meetings. She said the conflict still existed.
Mr. Mettler said the more people at the meeting, the harder it would be to get the
commiftee's work done.

After further discussion, it was decided that Mr. Irwin would not be asked to attend the
April 6 meeting, Mr. Mettler said he would write Mr. Wiseman about the committee's
decisions, Mr. Sorock said he would try to reach Mr. Ramsey through his office.

Ms, Harmon saild she hadn't talked to the outside auditors since returning from

vacation. She had received a handwritten list concerning non-monetary gifts. She had
not yet talked to Dixie Morgamn.

Ms. Morgan said if she received a report from the auditors, she would provide it to the
committee members Wednesday night.

Mr. Sorock asked if the committee would have all the Information needed to make its
report. Ms. Harmon said we may have to say some information was not available.

Mr. Mettler asked if the report should be delayed. Ms. Harmon said that would depend
on the auditor's findings. One option would be to say it was an "Interim” report.

The meeting was adjourned at 11:05 a.m.
Respectfully submitted, P

OE“‘-"‘ P /}zﬁ‘?]iéfzﬂ-&,
Susan Pepperdine

SP:cp
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Mr. Mettler asked if the report should be delayed. Ms. Harmon said that would depend
on the auditor's findings. One option would be {o say it was an “interim" report.

The meeting was adjourned at 11:05 a.m.

Respectiully submitted, P
<j(;,_g Loae /‘%’f%éu/(f/—wﬁ_.

Susan Pepperdine

SP:.cp



MINUTES
HSUS AUDIT COMMITTEE
April 4, 1988
10:45 a.m.

Present: John Mettler HI, Robert B, Sorock, Susan Pepperdine, Gail Harmon

There was discussion of the letter from Bill Wiseman and the requests it contained to
allow Joe Ramsey to attend Thursday's meeting in his place and to have Paul Irwin
attend in Jehn Hoyt's place.

It was decided that Mr. Wiseman should not send a representative since he was able to
attend himself,

Ms. Pepperdine noted that Mr, Wiseman wrote it would have been a conflict of interest
for Mr. Hoyt to attend the earlier meetings. She sald the conflict still existed.

Mr. Mettler sald the more people at the meeting, the harder it would be to get the
comrnitiee’s work done.

After further discussion, it was decided that Mr. Irwin would not be asked to attend the
April 6 meeting. Mr. Mettler said he would write Mr. Wiseman about the committee's
decisfons. Mr. Sorock sald he would try to reach Mr. Ramsey through his office.

Ms. Harmon said she hadn't talked to the outslde auditors since returning from
vacation. She had received a handwritten list concerning non-monetary gifts. She had
not yet talked to Dixie Morgan,

Ms. Morgan said if she received a report from the auditors, she would provide it to the
committee members Wednesday night.

Mr. Sorock asked if the committee would have all the information needed to make iis
report. Ms. Harmon said we may have to say some information was not available.

Mr. Mettler asked If the report should be delayed. Ms. Harmon said that would depend
on the auditor's findings. One option would be to say it was an “interim” report.

The meeting was adjourned at 11:05 a.m.

Respectfully submitted,

Susan Pepperdine

SP:iep
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Harmon & WEIss

HOYT COMFEDEATION = LCUSE
If HBoyt kought the property for $£110,000 {Bartvl’s nunher)
and borrowed _-£0,000 from Jelffery Trust
nortace on file
Then ho put in a8t wost 50,0040
From this we need to subtract ~20,000 sale of extrs piots
and w20,80$ new Iloan from Jef-
Lery
At this point the Hoyt's have a house for an investment of

Then they borrow an additional

“ﬁ@urityf o thanks to the generosity of the Jeffrey Trusi, and a
fevoratle real estate nmarket, they have recouped all principal
payments on thely house, and have an extra
548,000 disposatle income.
then they borrowed 30,000 more in 188G .7,
@0 they have 570,000 extra disposable
incore,
Then in 1%81, they pay off Jeffrey Trust and borrow $114,000 from
Irvene BEvang to pay off Jeffery Trust,
Then in 1987, they ¢at another 155,000 (31G,000~3110,000-50,000)
S0, Jdoh 1wmE gotten rouch nore than @ parsgnage
allowances he haszs received cash in the order
:':3 ;u;v;;
+180 660
$220,000 profit,
This ig an extraocrdinary windfall.
In additcion for such of this time, he has lived with zslmosgt
o home interest pavments since from 1982 through 1987: be paid
nG interxest to Mrs, Bvans and he paild only %% to Jeffery Trust.
£ Bince Mr. Boyt di

310,000 gravy
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dolliar value selb for
at 48040 ner month., As
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e h@wmey Dut Ly real estats in Obio.
further sorutioy,




-2 -

roborates, no effort was made to inquire as to the actual fair
market value of the house; instead the process was to come up
with as low a number as possible. To assess the accuracy of this

figure, we provided a local
sheet describing the house;

realtor with the Long and Foster
on the basis of her expertise and the

specific facts of the house, she estimated the rental value to be
between $2,500 and $3,000 per month, noting that a smaller prop-
erty on a smaller lot had recently rented for $2200 per month.

Voorhees stated in our
dellar figure for the value
not a problem for the HSUS,
the IRS., In fact, however,
and Mr. Hoyt by the HSUS on
then is entitled to rely on

January meeting that although the
of the house was probably low, it was
only a matter between Mr. Hoyt and
this valuation is provided to the IRS
either a form W-2 or 1099, Mr. Hoyt
the information from his employer.

If the value is grossly understated, as it appears, then the HSUS
has filed inaccurate documents with the IRS and aided him in

underreporting his income.



LAW COFFICES
SILVERSTEIN AND MULLENS

@, INTER OFFICE MESSAGE
BRT / Bowman: Hoyt:
TO: SUBJECT:
ile ! Deakins Range Property
COPIES T
M November 16, 1987
FROM: DATE:

HISTORY OF HOYT'S OWNERSHIP OF DEAKINS RANGE

There follows an outline summary of transactions regarding the
"peakins Range" property in Montgomery County, Maryland, owned by John
and Gertrude Hoyt. Substantiating documents are attached.

35 March 13, 1970 Hoyts purchased (as T/E}: $60,010 Nee, Transferor
kiﬁtanzd( Property: Plots 19, 20, 21, part of 22
in Deakins Range _ Mtgee, Tstm. Tr
of Clara Jeffrey
August 30, 1974 Hoyts trnsf'd Plots 18,20: $20,000 Ted Lingo Pr'ty
Transferee

N4 June 11, 1976 Hoyts granted D/T: $20,000 (then

unrecorded) Mtgee, Tstm. Tr
Property: lots 21, pt. of 22 Clara Jeffrey
—_— Mtge. subordinated to Am.Sec. Bank

per 3/11/77 Agreement

-ﬁ% December 8, 1976 Hoyts extended bal. of 1970 mtge (See above)

;ibé&ldi“i- sSubordinated to Am.Sec.Bank per 3/11/77 Agrmt.
¢ March 11, 1877 Hoyts granted D/T, refncing: $50,000 Mtgee, Am.Sec.
- Property: lots 21, pt. of 22 : Bank

First Priority, per Subordination
Agreement, 3/11/77

f//’November 2, 1981 Hoyts granted D/T: $100,000 é6-yr.

* e balloon note, to pay Mtgees, Samuel

Irene C. Evans Gillman,
Michael Patchan

May . 1987 Hoyts transf'd: $310,000 Tr'tee, Anm. Hum.
Property: lots 21, pt. of 22 Society

men/0743/memo. 001 /property




MEMOPANDUM

TO: GORHAM WERB
IM'ROM: MURDAUGH STUART MADDEN
DATE: SEPTEMBER 10, 1981

Here is the sequence of the existinag financing on
John Hoyt's house, to aid in the refinancing arrangements.

3/13/70 Original Acguisition

3/13/70 First Mortgage
{(Trustees Madden & Muir)
{bue in five years} $60,000.00

6/11/76 Second Mortaage
(Trustees Madden-Prescott )}

{due 11 June 81) 20,000.00

12/8/76 The above $60,000 note and
mortgage extended *¢ 11 June 81
to date.

3/11/77 Refinancing loan placed suvbject to
subordination of above mortoages.
{Trustee for Univeorsity National
Bank} 50,000.00

3/11/77 Subordination Agreement
6/18/80 Promissory Note
(Secured by First Mortgage on
property in Nouarf, ohiod
. 30,000.00
I am enclosing copies of all of the aforementionced

Mortgages and Promissory Motes, along with recorded
extension agreement and ¢:bordination acreement.
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The Humane Societv of the U'nited States
2100 L Streer. N.W,
washington, D.C. 20037
(202) 432-1100

Lt S

on this 31st day of December,

RECETPT

'1986, THE HUMANE
SOCIETY.OF THE UNITED STATES gratefully acknowledges
the receipt,-donation,‘and assignmehf of a prémissory
note held by Mrs. Irene C. Evans,.and tﬁe rights to
income and payments ?herefrém, said note being made by
John R. Hovt and Ge;trude Mf def,‘qn,wovember 2, 1981;
in the principal amount of One.Hundred Thousan&
($100,000) Dollars, payable ﬁo Irene Evans, and due on
July 1, 1987, bearing interest-at Teﬂ {10%) Percent,
paﬁable semiannually -- said note being amended by
memorandum -dated January 7, 1985. reducing tﬁe interest
réte fﬁ Zero (0%) Percent, -

retroactive to November 1,

lg82.

THE HUMANE SOCIETY OF

ﬁanl G. Irwin’
Executive Vice President &
Chief Operating Officer




MEMORANDUM

%ﬁv Regarding a Promissory Note, dated November 2, 1981, principal sum
$100,000.00, it has come to the attention of the following parties,
Irene C. Evaans, payee, and John and Gertrude Hoyt, promisor, that they
would like to now put into writing a verbal agreement that was made on
November 1, 1982, that effective November 1, 1982, the interest rare

on the $100,000.00 note is to be at a rate of 07 per annum, and not
107 per annum.

The above referenced note was assigned on November 20, 1981 tro
the Irene C. Evens Trust U/T/D August 17, 1978, amended September 18,
1978 and it is the intent of both the assignor and assignee to have the
interest on the note be 0% per annum until paid.

This alteration of the interest, which is to be 07 effective Hovem-
ber 1, 1982, is ratified and consented to by all the parties to the
note, and reduced to writing by this memorandum in order to record the

true intent of the parties and to avoid any confusion or ambiguity in
the future.

- i gt

7.
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B irt-Realty Title Insuranre CorporationC

SECURED BY DEED OF TRUST

Samuel R. Gillman and Michael J. Patchan
Lot 21 -and Part of Lot 22, Deakins Range, Montgomery County, Maryland

TRUSTEES:; |

N
b )

tt —;-

$.100,000.00 ' ;;ra,;,ingm; D. C M;é/z AL

FOR VALUE RECEIVED.being all due and payable Six“(a')'lears after

date or upon sale of property whichever occcurs Eirst:, we, Jointly and

severally
promise.._.. Lo pay to the order of Irene C. Evans

One Hundred Thousand and no/1Q0

with interest at the rate of_ Ten (10%)

..-.per centum per annum until

6
payable semi-annual, first payment of interest due Six ;

hereof
after maturity, if not then paid, at the rate aforesaid.

[ iy

the principal sum of

Dollars,

)} months from date
: interest to bear interest

paid,

ofin A. Hoyt

__'(.4;64/ o ?77 /%427

Gertrude M. Hoyt

No.._ 1 of 1

RETAIN THIS NOTE AFTER PAYMENT UNTIL. RELEASE IS OBTAINED




PAYMENTS

DATE

mnnummmﬂmnnmmmmmnm
doscilbod in e certain deed of trust of evon date
MummJomuwﬂusmthHMmmmnMEm

:nd eled in 2 certain title insutance ;ei'i::; issyed
¥

S 'fﬁf‘ﬂﬁﬂ?ﬂ i

ASSIGNMENT |
November 20, 1981
.~ Pay to the order of Irene C. Evans, Trustee,
- 3 u/1/D 8-17-78, as amended 9-18-78, and as

may be amended, 8;]1} o CF\Z btk —

Irene C. Evans
Hitnof/ﬁ

: mee-%m T

Irene C, Evans, Trustee,
U/T/D 8-17-78, amended
9-18-78

Acknowledged recef
Hitnesns:

A
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L » ‘-W’r - o
State of fQLAM O/CJ"&"’H‘O&-"A—
L4
County éf

I, gé&ru C. j\,a.,d"‘-‘{/ » & Notary Public in and for the

State and County aforesaid mentiéned, do hereby certify that Gertrude

M. Hoyt, party to the Promissery Note dated November 2, 1981, persconally
appeared before me in said State and County, the said Gertrude M. Hoyt
being personally well known to me (or satisfactorily proven) as the
person who executed and ratified the above memorandum, and acknowledged
the same to be done freely and voluntarily.

Given under my hand and seal this 94c day of 4@4% » 1986.
My Commission Expires: M/r/ @ M
- Hotary Publie
My '

.c . m . -
——Fax mﬂ‘.{?._%‘“_';‘_’s 31, 1990

]
]
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MEMO TQO FILE

To: Sam Trevino

From: Paul Irwing
Subject: Meeting with Wm. Voorhees, Thos. Havey & Co.

CPA's, August 26, 1987
Re: Rental Value of Seneca Rd. Property

Bill Voorhees informed me that we would need to establish a
dollar value for Mrl Hoyt's personal use of the Seneca Road
property owned by the HSUS.

I reminded Bill that any income of this nature would be
taxable to Mr. Hoyt. 1In addition I made the point that the
Seneca Road property had represented a deductible situation for
Mr. Hoyt prior to the HSUS purchase. Because of these tax
impications, I suggested that the dollar amount be set at $600
per month. For the record, Bill thought this would be the
absolute mininum amount which Mr. Hoyt could legitimately defend
with the I.R.S. in the event of an audit of his personal return.

The Society will issue Mr., Hoyt a 1099 for his personal use

of the Seneca Road property at $600 per month.



HarMon & Wriss

Erightwater Froperty

In Qotober of 1987, HIUS paid Paul Trwin 985,000 to reim-
Durse him for his investment for property in Faine., This was
aprroved by the Deferred Corpensaticn LOLF}ﬁ @e which appwrcmfly
4id not realize that this transaction was Tar bevond the score of
its auvthority.,

Although the payment was ?“ e a reinbursenent, as of March
7, 1888, no documentation has been provided (o HEUS or this Lomp-
mlttes indicating bhat #r. Irwin indeed paid oub FE5,004 in con-
nection with this rroperty. In addition, he has not answsred the
guezgtions in my letter of February 25.

Cn fareh 8, 1288 I received the attached material, FPleasze
note:

1. Althouch Mr. Irwin has been pald §85,000 as a "relmbur~

senent,” he nas ncet actuslly paid out wmore than 557,000 in

connhecticon with this wroperty because the Builers Look back
o34 €

a 40,000 purchase goney m

2. Ewvsn thouah the weney has been pald, the gartnershin
agreement has not Dbeen signed,

3. After the partnership reement is signed, #r. Trwin can
call for apparently unlinlied additionsl caplital contribu-
tions frop HIUL.

4, Bince the price of rhe leasehold {5 1.6 2z valuation
assessed Ly The town, 1t could appreciate faster than infla-
tlon {contrary to Fr. irwin®s Statewwﬁt G p. 3 of
tember %, LE%E7 memo) and remuli in additional funds
Trwin, After 21l his pavments have been reiwbursed,
would recaive the hulk of the profip, if aonv.




The Humane Society of the United States
Deferred Compensation Committee
Augqust 25, 1987

Washington, D.C.

The meeting of the Deferred Compensation Committee was
called to order at approximately 4:00 p.m. by the vice-chairman
K. William Wiseman. Other committee members present were
Jack Lydman, secretary. dJohn A. Hoyt and Paul G. Irwin were
also in attendance.

Mr. Irwin reviewed in great detail the circumstances and
complexities relating to a property in Maine being donated to
The HSUS by Mr. and Mrs. S SENESE. Because of a special
restriction preventing an organization from becoming the owner
of record, Mr. Irwin, choosing not to jeopardize significant
other benefits being realized by The HSUS from ¥r. and Mrs.
amme :nd Mr. NESEEESs sister Dr. YEmmemek P, proceeded
to become the owner of this property in deference to Mr. SN
insistence. :

Since Mr. Irwin does not have a personal interest in the
ownership of this particular property, it was the consensus of
the. commi ttee that The HSUS should reimburse Mr. Irwin his
personal financial investment in this property in the amount of
$85 - $90,000 and that he continue to be the owner of record and
serve as agent for The HSUS. "

Mr. ITrwin was instructed to seek coungel for effecting
the above and review the same with the Society's auditors and
to prepare a memorandum detailing the history surrounding this
property which shall be made a part of these minutes.

Tt was noted that Mr. Irwin had reviewed this matter in
great detail with committee chairman Coleman Burke who has
indicated his support of The HSUS accepting the financial
responsibility for the expenditures made by Mr. Irwin in
pﬁrchasing this property and remodeling the small cabin located
thereon.

Respectfully submitted,

; Jack. W. Lydman

Secretary

- g - P P Lol T Rl )
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%/ FE’E?""QUEQ Ts “?FJ.SE.S!";":
MEMORAND[_JM FOR FILE ﬁ\,! vRe P TH gy ;f Py -}353 P
FROM : Paul G. Irwin Drascasre T ComarnTres

. ' Run MR METILER.
?ATE : September 3, 1387 PGf

RE: Dl /WSl Relationship with The Humane Society
. of the United States

In 1983, Mr. Hoyt and I were contacted by the Reverend
SEESeeyesummlER (cresent age 80) of «<SNENER, JANENKD,
regarding estate planning for himself and his sister, Dr. GEagExEp
®. wmmmp (present age 82). Up to that point the HSUS has had
some involvement with Mr. @Sl because of his involvement with
the MEJJENR County Humane Sacdiety. Mr, SWENE? was a member of the
HMSUS at that time and had made small financial contributions in
support of our efforts over the years. Dr. IR vas not known
+o us at that time and had not been a supporter of our work.

Mr. Sy informed us that his sister had an eighty-
five acre tract of land in Seabrock, Maryland, and asked us if we
might have an interest in establishing a national headquarters
(%/ facility in Prince George's County area. We did not indicate

' interest in the establishment of such a facility in that geo-
graphical area. However, we did inform Mr. Sy that we would
be more than pleased to discuss the situation with Dr. 4le
because there were ways in which she could give a tract of land
to the HSUS and receive a benefit through a planned gift., I then
proceeded to have extensive conversations with Dr. UEEEED
regarding the possibility and did succeed in setting up an
irrevocable unitrust invelving land. That land has now been-
liquidated for $800,000 and is funding a unitrust for the benefit
of HSUS and for Dr.'SlSE and her beneficiaries.

Over the course of a long periocd of time, I was able to
_,,..-u-i—n----Dr. SIS confidence to the extent that she has made me
C executyr of her will. Further, she has provided a revocable
: t of $350,000 held by the HSUS. Furthermore, the HSUS is a
significant beneficary in her will. Alsoc, she has executed docu-
ments in her.resident state of IEINEENENT] providing me with
a general/power of attorney regarding her affairs.

-

While these negotiations were in progress, and beginning
in 1283, Mr. ¥R stated that he was interested in providing
his property in Wimmsmmme for utilization by HSUS. He envisioned
an environmental training center being established in the S
setting. Through very careful negotiations, and certainly

R e a r Tp——yML VU



tenucus at times, we have succeeded in convincing Mr. 4R to
will his property in <SR to the HSUS with the provision that
it may be sold and the proceeds used for general operaticnal
expenditures. However, he is asking in his will that we consider
the utilization of that property for an environmental education
program if it is feasible. Mr. @SN has also suggested that
the HSUS will be a general beneficary of his estate beyond the

amsmwy holding.

At the beginning part of this whole process Mr. Wil
introduced the idea to Mr. John Hoyt and myself that he would
1ike to donate his summer property in the vicinity of Bath, Maine
+o the HSUS. He has been the owner of a ninety-nine year lease
of that property since 1931. It is a part of a 125-acre tract of
land which was purchased by a number of divinity students.’ )
Mr. GeemlBm lcased portion of the property amounts to approxi-
mately eleven acres and has 750 feet of ocean frontage. There is
a general statement in the ‘lease agreement that the individual
leases would pass from generation to generation and at each point
of passing a new 99-year lease would be established. Consequently,
the leases were designed to remain in the possession of the
variocus leasors in perpetuity. Mr. SEEEER approached the associ-
ation of leasors, known as Brightwater, Inc., with the proposition,
that since he did not have children, he wished to donate his
property to the HSUS. ggg“ﬂfiaﬁiwaterwﬁioup unanimously disagreed>
Mr. ummew then approach :-r&qhg;ﬁajy:tfra‘ﬂ”&*ﬁf?‘ﬁ“éff—am:urage&ﬁ
as individuals to buy the Brightwater property for $50,000. In
return he would make an annuity gift to the HSUS in the amount of
$50,000. Be in fact completed this gift in 1986. The Hoyt and
ITrwin families visited the site in the summer of 1984. The
Hoyt's were totally convinced that they had nc interest in
utilizing the property. The Irwin family was not vigorously
interested either although we have had a desire to have a place
in Maine again. ~ I sought to utilize the situation to suggest to

WMEP® that it did not seem possible nor feasible that the
Hovt and Irwin families could shareé equity participation in the
Brightwater situation. Mr. EEENES was unable to accept the
notion that we would not want to be involved in this haven.
Consequently, he vigorcusly pressed me to pursue the possibility
of gaining the leasehold. At this poeint, it became evident, and
subsequently far more evident, that <jiimuy Wl had an
irrational mental attachment to the Brightwater scene. Because
we were dealing in a situation that stood to benefit the BSUS
with approximately $2,000,000, I was not willing to jecpardize
a complex series of gifts over the minor situation that the
Brightwater represented.

e



Mr. SIS again approached the Brightwater group and
proposed the Irwin family as successor to his leasehold. The
fact of the matter is the Brightwater group did not want inter-
lopers but rather wanted to have the leasehold passed down "inside
the family."” This reluctance on the part of Brightwater only
served to intensify Mr. <R strong intention that he would
have his way. He retained legal counsel and proceeded with
action. against Brightwater to force the Irwin gqualification. 1In
point of fact Brightwater did nat have legal standing to refuse
the Irwin family membership. After an acrimonious twenty months,
the Brightwater group finally agreed to accept the Irwins but,

I may add, with extreme reluctance. Ta say the least, the Irwin
family found itself in an unpleasant environment.

To help you better anderstand Mr. emcEmmes frame of mind
in this entire process, he proposed that he would adept me. I,
then becoming an adopted son, would be automatically qualified
for the continuing of the lease. - The only way I was able to
rurn Mr. msmame from this' idea was to inform him that my father,
"who was living at the time, would be unable to accept such an
act and, therefore, I would have to refugse such a proposition.
My, GEEMEW then proposed that he would adopt one of my children
and pass him the leasehold. That issue was also skirted.
I finally had to insist that the ounly way the process could come
to fruition would be through cur acceptance on aQur oOwn merits
by the Brightwater -group.

our leasehold in Brightwater carries no possibility for
financial appreciation. A person can only sell his property for
the money expended plus an inflatioo factar. Ubviously, there-
fore,. I did not involve myself in the Sitnation with the notion
of any financial gain. '

The problems at Brightwater have been legion. When the
leasehcld was transferred to us, the cabin was marginally habit-
able. - It had no-foundation under it, it was sagging dangerously,
and_provided none of the physical comforts that most of us would
desire. We proceeded to have the cabin remodeled with an
adequate.foundation placed under it. Brightwater has suceceaded
in creating enormous hassles with the town authorities, has sought
to thwart building permits and has generally tried to make this
into a situation as uncomfortable as possible. I suppose a normal
person would have walked away from the situation a long time ago.
However, I was and remain convinced that my involvement in the
Brightwater situvation is an important factor in a significant
asset possibility for the HSUS.

I want to clearly state that John Hoyt never instructed
me to involve myself in this proposition. He certainly



understood my seatiments in the venture and knew of the risks
involved if I had let it alone.

‘Mr. Hovt discussed the whole situation with a committee
of the Board of Directors of the HSUS who are responsible for
acting upon such situations. The committee said that they would
be amenable to seek a means whereby I could become the agent for
the HSUS in Brightwater and that the property through an agency :
agreement could become the property of the HSUS and would be held .
as an asset until the death of Mr. R . The matter was tabled
for further discussion until the entire committes could meet and
agree upon a course of direction.

- o e mm 2 " e e m oA e



The Humane Society of the United States
Deferred Compensation Committee
August 25, 1987

Washington, D.C.

The meeting of the Deferred Compensation Committee was
called to order at approximately 4:00 p.m. by the vice-chairman
K. William Wiseman. Other committee members present were
Jack Lydman, secretary. John A. Hoyt and Paul G. Irwin were
also in attendance.

Mr. Irwin reviewed.in great detail the circumstances and
complexities relating to a property in Maine being donated to
The HSUS by Mr. and Mrs. S=peae= SN . Because of a special
restriction preventing an organization from becoming the owner
of record, Mr., Irwin, choosing not te jeopardize significant
other benefits being realized by The HSUS from Mr. and Mrs.
e and Mr. BN sister Dr. YmSemma TS, proceeded
to become the owner of this property in deference to Mr. SEEENS

insistence.

Since Mr. Irwin does not have a personal interest in the
ownership of this particular property,. it was the consensus of
the. committee that The HBSUS should. reimburse Mr. Irwin his

inancial investment in this property in the amount of
$§85 - $90,000 and that he continue to be the owner of record and
serve as agent for The HSUS. ‘

: Mr. Trwin was instructed to seek coungel for effecting
the above and review the same with the Society’s auditors and
to prepare a memorandum detailing the history surrounding this

property which shall be made a part of these minutes.

Tt was noted that Mr. Irwin had reviewed this matter in
great detail with committee chairman Coleman Burke who has
indicated his support of The HSUS accepting the financial
respons%bility for the expenditures made by Mr. Irwin in
igrchasxng this property and remodeling the small cabin located

ereon.

Respectfully submitted,

g Jack., W. Lydman

Secretary
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The Humane Soclety of the United States
2100 L Sireel. NW

washingron, DC 20037

{202) 452-1100

March 8, 1988

Galil McGreevy Harmon, Esqg.
Harmon & Weiss

2001 & Street, NW - Suite 430
Washington, DC 20009-1125

Dear Ms. Harmonh:

In response to your request for information regarding
the Brightwater transaction, I am providing the
following information.

the building on the leased land is
being reconstructed. It is anticipated that work will
be completed within the next six weeks. There is no
completed paper work in this situation because the final
amount will not be known until constructiocon completion.
I bore all the costs of this project until the $85,000
payment was received from the Society. I alsc
reimbursed George Butler for expenses during November

of 1986. Regarding the loan from Mr. Butler for $40,000,
I have not paid this indebtedness. pending Board review
of the transaction.

As you may know,

The property is located in the State of Maine, County
of Sagadahoc, Town of Phippsburg. The property, which
is known as Brightwater, is recorded in county records
as Plan Book 3, page 39. Within Brightwater, our
property is referred to as "Leasehold #11."

I am enclosing copies of papers which relate to the
-transaction.

There was no court action regarding the transfer of the
property from the Butlers to the Irwins. Mr. Butler
engaged an attorney who threatened action. The only
evidence I have is represented in the letter of
Cctober 31, 1985 which is enclosed.
Regarding the expenditures at Brightwater, they are
as follows:



Gail MecGreevy Harmon, Esg.
March 8, 1988

Page Z
$42,000.00 purchase price (mortgage agreement)
48,144.80 construction (see enclosure)
2,546,993 taxes and fees (see enclosure)
3,200,00 interest (see enclosure}

Total 355,11 .utilities (see enclesure)
to Date $96,246.84 '

Although the Brightwater transaction is not completed, the
enclosed documentation provides the framework for a final
agreement. Good faith has been the basis of our relationship
in this transaction.

Paul G. Irwin
Executive Vice President
and Treasurer

PGI: jps
Enclosures
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Maine House - Brightwater Club, Bath, Maine

Construction costs

6/2/87 $5000.00

Taxes & Fees Services

11/11/86 G. Butler 1987 electriecity

6/25 4000.00 $500.00 Brightwater expenses pd. Central Me. Power
7/1 3000.00 (town taxes included)
7/28 3000.00 11/12 Brightwater Club $13.00
8/25 3000.00 $694.80 club taxes/assessment 7.90
10/6 3000.00 .16
4/7/87 hAetna Casuvalty
1172 11000.00 $137.00 homeowners insurance gg'gg
11/1 2144.80 ﬂﬂ.BG
11/28 3000.C0 10/9 $30.00 Eaton, Peabody 2a'33
12/26 3300.00 building permikts ( B)
198
sub total 11/1787 $243.80 77.07
$40444 .80 Town of Phippsburg - taxes 108.56
1988 llflst $788.33
Brightwater Club, Inc.
iiég $;Sgg:gg club and town taies
2713 2000.00
3/1 2000.00 1/11/88 Aetna Casualty
$153.00 homeowners policy
current tot -
$48144.80 $2546.93 $355.11

interest

6/10/87 $1600.00
interest tc Butlers

12/11/87 $1600.00
interest to Butlers

+otal :“gfé—’fr.) /.84

e

J[OO(’J/ (}0 F,ﬂ’ }SEL(WF/E L{FM&LLX‘{?\QJC

+

$3200.00



||

MORTGAGE AGREEMENT

This agreement made this 15th day of December, 1986
between the sellers, J. George Butler and his wife June H.
Butler residing in Halifax, Vermont, and the buyers Paul G.
Irwin and his wife Jean H. Irwin, residing in Gaithersburg,
Maryland, transfers all property, buildings and rights situated
in Phippsburg, Maine, and known as the Butler tract in the

Brightwater Association from the sellers to the buyers.

The buyers agree to pay the sellers the sum of 542,000.

The buyers as of this date give the sellers a down payment in

the amount of SZ,OOO. The sellers are prov1d1ng a mortqage to

the buyers in the amount of 540,000 at a rate of interest of

— i T

8 percent per annum payable semiannually on June 15 and

December 15,

——

Further conditions of the mortgage

1} The mortgage is due and fully payable on December 15,
1996.
2) The seller grants the buyer the right to make principal

payments in increments of $1,000 on the annual or semi-

annual anniversary.

~{f70
o on DecEmBéT 157 1990 to 10 percent.

3<E32‘Z The buyers 2?ree that the interest rate will be changed
4 The buyers agree that in the event of the death of
Paul G. Irwin the mortgage will become due and fully
payable from the probated estate of Paul G. Irwin.
5} The sellers agree that should the deaths of George and

June Butler occur during the time this mortgage is in

force any remaining interest and principal payments

will be forgiven.




MORTGAGE AGREEMENT
Page 2

6} If the buyers do not strictly conform to the details of
this mortgage, it shall become due and fully payable
on the date of such nonconformance. It is understood

that a 30-day grace period shall apply.

Signed sellers:

buyers:

ot L /)/ @dz—j&/h‘

/dune H, Butler

Palil G. Irwin

i ’ -
fy (1 .
/,Z g, Y r-,f"'/loﬁ--f- A

Jean'H. Irwin
v




BRIGHTWATER PARTNERSHTP AGREEMENT

This Partnership Agreement dated November , 1987
between Paul G. Irwin (”Irwin”) and The Humane Society of the
United States, acting through its President (the “Society”),

WITNESSETH

THAT WHEREAS, Irwin currently owns a leasehold interest

in certain real estate located in Bath, Maine, which interest is

reflected in an Indenture dated ; in which

Brightwater Cooperative Club leases to Irwin plots of ground known
as Nos. 19, 20 and 43 on a certain map of ground known as
Brightwater and recorded in Plan Boock 3, page 33 of the Recorder’s
Office of the County of Ségadahoc, Sstate of Maine (the ”Leasehocld
Interest”}, and

WHEREAS, the Society desires to enter into a partnership
with Irwin and to have the newly-formed partnership purchase the
Leasehold Interest from Irwin, and

WHEREAS, Irwin desires to enter into a partnership with

the Society and to sell the Leasehold Interest to the

partnership,



NOW, THEREFORE, in consideration of the premises and
other consideration, the adequacy and receipt of which is hereby
acknowledged, the parties do hereby consent and agree as follows:

1. Formation. The parties hereby form a general
'partnership under the laws of the District of Columbia.

2. Name. The partnership shall be conducted under the -
name of the Brightwater Partnership (hereinafter referred to as
the ”Partnership”).

3. Pu;gose.. The purpose of the Partnership is teo
acquire, hold and eventually dispose of the Leasehold Interest.

4. Term. The term of the Partnership shall be from
the date first above written until December 31, 2012; provided,
however, that the Partnership shall be dissolved prior to such
date upon (a) the disposition by the Partnership of the Leasehold
Interest, or (b} the desire of both general partners to dissclve
the Partnership manifested as set forth in paragraph 23 hereof, or
(c) the death, retirement, resignation, bankruptcy, expulsiocn or
insanity of any General Partner, subject, however, to the
provisions of paragraph 22 below.

5. Address. The principal and only address of the
Partnership shall be Brightwater Partnership, c/o Paul G. Irwin,
General Partner, 2100 L Street, N.W., Washington, D.C. 20037.

6. General Partners. The general partners shall be the

following persons and entities:



Paul G. Irwin.

The Humane Society of the United States, acting

by and through its President.

Each general partner shall have one vote in Partnership

matters. In the event the general partners cannot agree on a
course of action, the matter shall be decided by vote proportional
to the percentage interest of the partners as set forth in
paragraph 9 below.

7. Capi Contri ons. The partners shall initially

contribute to the capital of the Partnership as follows:

Paul G. Irwin $ 4,500
: s
The.éecfgggzng- $85,500
8. Additional it ont tions. Additional ?5’0.

contributions to the capital of the Partnership shall be made

within 30 days of a written call by Paul G. Irwin, General
Partner, whenever the Partnership shall have insufficient funds to
meet current obligations as they become due and payable. Whenever

a call is made for additional funds, all general partners shall

—y

contribute funds in proportion teo their respective interests as

set forth below in paragraph 9.
9., Partner’s Percentage of Profits, Losses and Cash

Proceeds. The terms “net taxable income before depreciation,”

»net taxable lossas before depreciation,” “capital gains” and
#capital losses” as used in this Agreement shall mean, and refer

to, such terms as used for Federal income tax purposes. The net



taxable income before depreciation, net taxable loss before
- depreciation, depreciation, capital gains and capital losses shall
be divided among the Partners in the following percentages:

Paul G. Irwin 5%

The Society /858%

10. pDistribution. Subject to maintaining the
Partnership in a sound financial and cash position, which without
limitation of the generality of the foregoing shall include the
provision for losses affecting the cash position of the
Partnership and paying or making provision for the paynment of
obligations of the Partnership and c¢bligations secured by, or by
lien on property of the Partnership, maintaining adequate working
capital and establishing a reserve or reserves reasonably required
for the proper operation of the Partnership’s business, there
shall be distributed to ;pe General Partners, at the end of each
calendar year, according to the percentages set forth above in
paragraph 8, sc much of the Partnership’s cash funds as is not
required in the conduct of its operation.

' 11. Salaries, Draws and Interest on Capital
Contributions. None of the Partners shall receive any salary or
draws for services rendered on behalf of the Partnership, nor
shall any Partner receive interest on his or her contributions of
capital to the Partnership.

12. Use of the Maine Property. The property which is
the subject of the Leasehold Interest shall be used only by




Paul G. Irwin or persons designated hy him. In exchange for this

right of exclusive use, Irwin shall be responsible for payment of

all utilities, maintenance and upkeep on said property and normal
assessments by tha Lessor. All other expenses, including taxes,

insurance, capiﬁal or special assessments, etc. shall be paid by

the Partnership.

13. Relatiops With Owner. Paul G. Irwin shall be the
exclusive agent of the Partnership in all matters dealing with
Brightwater Cooperative Club, the owner of the Leasehold Interest
or any of its agents or designees. All Partnership business with
said owner shall be handled by Irwin.

14. Copnsideration for the Leasehold Interest. The

Society and Irwin agree that the price which the Partnership shall

avy to Irwin for the Leasehold Interest is $86,800 avyable upon -
pay ’ , pay p yfﬁ,@

execution of this Agreement. Any sums previocusly advanced to ?aﬁg-ggh¢b

- L]

Irwin by the Society in cdnqectich with the Leasehold Interest 1987
chall be credited toward payment of said purchase price.
.15. D ositi of the lLease nterest. The
Partnership will hold and maintain the Leasehold Interest,
including improvements thereon, at least until tﬁe death of
J. George Butler. Within one year after Mr. Butler’s death, the
Partnership shall sell the Leasehold Interest, distribute the
proceeds as set forth herein and dissolve the Partnership.

16. Management, Duties and Restrictions. (a) The

General Partners shall devote such time to the Partnership as



shall be reasonably required for its welfare and success. The
General Partner, Paul G. Irwin, shall havé the authority in behalf
of the Partnership, to purchase, or contract to purchase the
Leasehold Interest or any other partnership property, or tc sell,
exchange or transfer the Leasehold Interest or any other
partnership property, or to borrow, lend money, or make, deliver
or accept any commercial paper, or execute any mortgage, security
interest, bond, lease or other document pertaining to the
Leasehecld Interest or any other partnership property.

(b) A Partner shall have the right to return of his or
her capital contribution upon the termination of the Partnership,
as provided herein; however, nc part of the capital contribution
of any Partner shall be withdrawn unless all liabilities of the
Partnership have been paid. No Partner shall have the right to
demand or receive property other than cash in return for his
capital contributions. No Partner shall have priority over any
other Partner either as to contribution to capital or as to
compensation by way of income. |

(¢} The General Partners hereby consent to the
employment and discharge of real estate brokers, managing and
other agents, accountants and attorneys as Paul G. Irwin, General
Partner, may from time to time determine.

(d}) Any of the Partners may engage in, or possess an
interest in, otﬁer business ventures of every nature and

description, independently, or with others, including, but not



have the right to inspect and examine such books at reasonable
times. The books shall be closed and balanced at the end of each
year. Annual statements showing the Partnership net taxable
income or loss for the fiscal year and indicating the share of net
taxable income or loss of each Partner for income tax purposes
shall be prepared by the accountants and distributed to all the

Partners within a reascnable time after the close of each fiscal

year.

21. Assignment of Partnership Interest. A General

Partner may assign the whole of his or her interest in the

Partnership only by means of the following procedure. The General
Partner shall make an offer to sell his entiré Partnership
interest, which offer shall be extended equally to all General
Partners. Such offer shall be in writing and shall specify

(a) that the offeror desires to sell or assign his entire interest
in the Partnership; (b) the price for which the interest is to be
sold or assigned; and (c) a period of thirty (Bb} days for
acceptance of the offer. A period of ninety (90} days shall be
allowed for settlement on the sale. Such peried shall run from
the date the offer is made to the other Partners. If the
offerees, or any of them, accept in writing such offer within
thirty (30) days, the settlement shall be completed as specified
above. At settlement, each party shall deliver the documents and
funds necessary to complete settlement. If none of the offerees

accepts an offer to sell and assign an interest, the offeror may



offer his share to third parties at the same price and upon the
same terms as those offered to the other Partners. If the offeror
does not make a legally binding agreement to sell and assign his
Partnership interest toe a third party within ninety (90) days of
such offer, then the offeror’s right to sell his interest shall
terminate; provided, however, the offeror may avail himself of
this procedure by again making an offer to the other Partners as
specified above.

22. Death, Retirement. Insanity, Etc. 1In the event of
the death, retirement, bankruptcy, or adjudication of insanity or
incompetency of any of the General Partners, the Partnership shall
be dissolved and terminated; provided, however, that, in such
event, the Partnership may be continued if all of the surviving eor
remaining competent General Partners so elect. If the surviving
or remaining General Partners decide to continue the Partnership,
the personal representatfke, trustee, receiver, custodian or legal
successor in interest to the withdrawing General Partner shall
become a General Partner in the Partnership with the same interest
as the withdrawing Partner in Partnership contributions, profits,
losses and distributions. The surviving or remaining competent
General Partners shall determine whether to continue the
Partnership no later than ninety (90) days following the death,
retirement, resignation or adjudication of insanity or bankruptcy

of any General Partner and shall give written notice of this



determination to such personal representative, trustee, receiver,
custodian or legal successor in interest.

This Partnership is independent of any employment
relationship between Irwin and the Society and shall survive the
mndificaﬁion or termination of that relationship.

23. Termination Prior to End of Term. The Partnership
may be terminated by agreement of the General Partners prior to
the end of the term, said agreement to be manifested by written
agreement of the parties.

24. Distributions on Termination. In the event of the
dissolution and termination of the Partnership, then the General '
Partners shall proceed to the liquidation of the Partnership and
the proceeds of such liquidation shall be applied and distributed
according to the following order of priority of payments: '

(a) First, to the payment of the debts and liabilities
of the Partnership (other'than any locans or advances that may have
been made by the Partners to the Partnership) and the expenses of
liquidation: |

(k) Then, to the establishment of any reserves which
the General Partners may deem reasonably necessary for any
contingent or unforeseen liabilities or obligations of the
Partnership, or of the General Partners arising out of, or in
connection with, the Partnership. Such reserves shall be paid
over by the General Partners to an attorney as escrowee, to be

held by him for the purpose of disbursing such reserves in payment



of any of the aforementioned contingencies, and at the expiration
of such period of time as the General Partners deem advisable, to
distribute the balance remaining in the manner hereinafter
provided;

(c} Then, to thé repayment of any loans or
advances that may have been made by any of the Partners to the
Partnership; however, if the amount available for such repayment
is insufficient, then pro rata, on account thereocf:

(d) Then, t¢ the full repayment of each Partner’s
initial and additiocnal capital contributions:

(e} Finally, the remaining balance shall be distributed
to all the General Partners in proportion to their respective
Partnership percentage interests as set forth above in paragraph
9.

25. Procedure on Termination. A reasonable time shall

be allowed for the orderl& liquidation of the assets of the
Partnership and the discharge of liabilities to creditors so as to
enable the General Partners to minimize the normal losses
attendant upon a liquidation. Each of the Partners shall be
furnished with a statement prepared by the Partnership’s Certified
Public Accountant, which shall set forth the assets and
liabilities of the Partnership as of the date of complete
liquidation.

26. Indemnity. The Parﬁnership shall indemnify and

save harmless any General Partner from any loss or damage incurred



-12-~

by him by reason of any act performed in good faith by him for and
on behalf of the Partnership.

27. Notices. All notices provided for in this
Agreement shall be directed to the parties at the addresses herein
set forth and to the Partnership at its principal office, by
registered or certified mail.

28. Binding Effect. This Agreement shall be binding
upon all the Partners and their estates, heirs or legatees.

29. Agreement in Counterparts. This Agreement may be
executed in several counterparts and all, when so executed, shall
constitute one Agreement, binding on all the parties hereto,
notwithstanding that all the parties are not signatory to the
original or the same counterpart.

30. 2Applicable Iaw. This Agreement and the rights of
the parties hereunder, shall be interpreted in accordance with the
laws of the District of Columbia.

IN WITNESS WHEREOF, the Partners have set forth their
siénatures beléw on the date first above written. |

GENERAL PARTNERS

Paul G. Irwin

The Humane Society of the United
States, acting through its President,
John A. Hoyt
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District of Columbia : ss

I, the undersigned, a notary public in and for the
District of Columbia, hereby certify that on this _____ day of __ __,
1987, there appeared before me Paul G. Irwin, personally well

known to'me, who gave cath in due form and executed the foregoing

Brightwater Partnership Agreement.

Notary Public

(SEAL)

My Commission Expires:

District of Columbia : ss

I, the undersigned, a notary public in and for the
District of Columbia, hereby certify that on this day of

, 1987, there appeared before me, John A. Hoyt, personally
well known to me, who gave cath in due form and executed the
foregoing Brightwater Partnership Agreement on behalf of the

RHumane Society of the United States.

Notary Public

(SEAL)

My Commission Expires:



Jacksonville
VYermont 05342
11/12/86 ° .
Charies Lambert
221 Shady Hill Rd.
Pairfield,Conn, 06430

Mary Hobart
Sycamore Heights
RR 1 Box 72
S1loam Springs

Margaret Holcomb
1500 Durham Rd.
Guilfoxd,Ct. 06437

Degx Friaenda;

We have agreed with Jean and Paul Irwin to accept the Club's regular formula of
1,6 times the assessed valuation by the Town. The assessment of $28,500 times 1.6
is $45,600, o —

Because of cur special relationship with the Irwins, we have agreed to accept
a price of $42,000., total. This includes the furnishings of the cabin, as well
as the skiff, as well as the $35,000, insurance policy which I renewed July l.
I alsc paid this year's Town tax bill, and have agreed to gbsorb the legal
costs we were put to iIn connectlon with this matter, -

¥e wrote our appraiser as well as Eastern Appratsal Oct., & that since We were
going the regular route as provided by the by-laws we would use the Club formula
and asked the appralsers to stop further work on appraising our property as their
work would be of no value to us,

Should the Club wish to pursue the completion of these appraisals for 4ts own
purposes, we feel it is the obligation of the Club to pay for any further expense
. incurred. :

Further, because of the important tax implications which apply to this specific
tax year, it is imperative that this issue be concluded as soon as possidle,

certainly no later than Dec.l5,1986.

We need the time this date affords to terminate the legal arrangements between
the Irwins and the Butlers by the end of this tax year.

Enclosed in the letter to Margaret KYlcomb is our deed to lots 19,20 &3‘(°1d)
Because this is an important paper, we are sending her letter by certifie mail,
return receipt requested, Swrrendering our lease makes possible the 1ssuance
of the new lease to the Irwins. )

Be zssured this is a most difficult letter to write, terminating ncarly half
a centuxry of membership in the Brightwater Club. However, as honorary members
we look forward to sharing many happy days in the future in the Irwin Cabin.

Most Sincerely, %&M /45 ,CZ{(’.Z'@;/
< /d

/ we H, Butler
@ z

v, /

//,/”’jfﬂfrdJ.Gaorge utler
-~
t,/



HarMonw & WEISS

Fallure

Bareh %, 1988

to Account for Property

gl

toLd me he

Voorhees

learn the dsy

DPiQTE that 280,000 to 82 50 Obb of ﬁoid i% in one or mpore safe
deposit boxes but was ] to him 80 was not reported
on the tay returnsg or f*?n?Claé tdtemeﬁts and has not been sub~
ject to the norral auditing safequards,

The sttached mero from Mr. Madden deseribes his efforts ro
igentify other donations which may nol have been recorded,

ihe section on the 1988 Forr n this pook discusmses an
aprarent failure to include a 1 LoG, note doanated by Mrao. Evans
Lo HEUS. #Hr. Irwin's lstier GF ‘var th attenpts Lo sxp-lain the
matter further anc you may wigh to hiwm for wmere inforpation.

The avdlit for 1%86 was apparently not completcd until late
summer, eariy fall 1587, (&fee Application for Sxtenzicn of Time
to Fille which appears as p. 3 of the 1986 980y, Therefore 1Ff the
it wag wade in 1986 but the delivery of the docunent dalayed
until Arril 1987, there was ample time to reflect the gift on the
1986 information.

e all have smeriocus wxabiews 1f the gilt was nei pade gntil
LBE7 but BBUE furnished documents to support a 198% tax feductinn
of Fl006,0400.




MEMORANDUM

TO: Paul Irwin & Sam Trevino
FROM : Murdaugh Madden
DATE: March 8, 1988

RE: Response to the March 4, 1988 Inquiry

Following the description of the "system" used by the
HSUS for accounting for the items of personal property,
requested in the first two sentences of that letter, you might
add some language attributable to me as follows:

Cur General Counsel, Murdaugh Stuart Madden, has been in
charge of and overseen the HSUS bequest Program, and a number
of the items of tangible personal property coming to the HSUS
during the past ten years have come via bequests from a number
of estates. When these items would arrive, they would be
immediately turned over to either Mrs. Morgan {Sam Trevino's
predecessor) or Paul Irwin. Once the files on these various
estates from which these items came are located, there should
be either inventories, receipts, or letters evidencing
transmittal from the estate to the HSUS, which would identify
the items involved. Mr. Madden's office is now trying to
identify these estates, and to reconstruct what passed through
his office in this manner.

As far as real estate is concerned, the same review of
the files is being undertaken. In the usual case, however,

both as to real estate and tangible personal property, we have



tried our best to have the attorney probating the estate take
steps to sell the real estate and convert tangible personal
property to cash, so that there won't be too many cases where
these things came to us in kind. However, the search for them
. through the records of hundreds of estates over the past ten

Years will be quite time consuming.
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The Humane Soclety of the Uniled States
2100 L. Sireet, NW

washingion. DC 20037

(202) 452-1100

March 8§, 1988

Gail McGreevy Harmon, Esq.
Harmon & Weiss

2001 S Street, NW - Suite 430
Washington, DC 20009-1125

Dear Ms. Harmon:

Regarding the first twe paragraphs of your letter of
March 4, T am enclosing a copy of a memorandum from
Mr., Madden. As he has stated, he is preparing docu-
mentation., He has informed me that the process will
be time~consuming. However, tangible property is
held in our safe here at Headquarters or in safe
deposit boxes in the American Security Bank and the
Guardian Safe Deposit, Inc., 2499 North Harrison
Street in Arlington, Virginia. In concert with

Mr. Madden, I will provide a full response,

I am enclosing a copy of Mrs. Frankenberg's contribu-
tions, 1983 through 1988.

Regarding the National Association for the Advancement
of Humane Education, Inc., the program of this corpor-
ation was absorbed into the HSUS budget, General Fund.
Consequently, there was the substantial contraction.
The payments which were made to me in 1987 and 1988
‘involved transfers from the HSUS General Fund ta the
NAAHE corporation. I am instructing Mr. Trevino to
provide documentation regarding approval and date.

I am providing W-2 and 10929 copies for Mr. Hoyt and
myself for the year 1987.

Regarding the $100,000 Evans ' note, we did not Know
until April of 1987 if Mrs, BEvans was declaring this
as a 1986 deduction or a 1987 deduction. The receipt
wasg requested to be dated 1986 by Mrs. Evans' tax



Gail McGreevy Harmon, Esqg.
March 8, 1988
Page 2

accountant. Since the note was not delivered to us until
April 1987, it was my position as treasurer of the HSUS that
delivery actually tock place in 1987 and is subject to the
1987 audit. I am seeking advice regarding the necessity of
amending the records of 1986 to reflect this transaction.

To the best of my knowledge there have been no amendments to

the Deed of Trust to the Mellon Bank. I am asking Mr. Madden
and the Mellon Bank to look for any amendments to the Trust.

I have assumed that as treasurer I was authorized to act and

have done so for as long as I have held this position.

Mellon Bank never questioned my authority to act.

I do not have known responsibility for an Irene C. Evans trust
dated October 17, 1%78. If evidence is available regarding
such responsibility I would be pleased to receive the same,

. Irwin
Executive Vice President
and Treasurer

PGI: jps
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The Humane Saocierv of the United States

2100 L Streer, N.W.
washingron, D.C. 20037
(203) £52-1100

RECETIPT

on this 31st day of December, _1986, THE HUMANE
SOCIETY.OF THE UNITED STATES gratefully acknowledges
the receipt, donation, and assignmeﬁf of a prémissory
note held by Mrs. Irene C. Evans,land tﬁe rights to
income and payments ;herefrém, said note being made by
John ﬁ. Hoyt and Certrude M. def,'qn Navember 2, 1981,
in the principal amoumt of One' Hundred Thousan&
{$100,000) Dollars, payvakle fo Irene Evans, and due on’
July 1, 1987, bearing interest at Teﬁ (10%) Percent, '
paﬁable semiannﬁally -- said note being amended.by
memorandun dated January 7, 1§86, re&ucing the interest .
réta Eﬁ Zero (0%) Percent, retfoactive to November 1,

1982,

THE HUMANE SOCIETY OF

1l G. Irwin'
Executive Vice President &
chief Operating Officer

bl



HarMoN & WHISS

Credibility Problems

1o Did Celerred Compensation Commities meet on Mavrch 3, 1%487 and
authorize certain actions?

A. Attached memo from My, Hoyh stabtes it 4id.

e &ttached letters from Mr. lydman and Mr., Lisepan {when
resd in conjunction with the wmaterials to which they specif-
seally refer) ¢learly sitate that there was no meeting on
kavceh 3.

Z. Since "this corporation® (WAHEE) had no funds on 12/31/F8%

o

{see BYD attachey) any sttempt to authorize the use of 1ts funds

d. In a lettsr dated Decerber 1, 1887, tr. Hovi wrote ko Br.,

Wiseman that Miss Frankenburg he

l, i
ITs
}..
-
Sy
ey
b
T
o
| ?"
by
. 1

3 H330,008 over the
Last five vears and she provided the fundg for kMrs. Hoyi's
travel, Howeveyr, docurents provided by BgUS indicate that in the
5oveare LU9H3I-18987, Niss_% apxanauro gave SZE5,.000 and that none

of this was allocated o Nrs. Hcytgg travel which was paid for




To: Samuel Trevine

From: John A Hoyt

Confidential Memorandum

Subject: Compensation for Paul G Irwin

Date:1/10/88

N A

Please draw a check in the amount of $5,000 on the National

——— et

Association for the Advancement of Humane Education account in

partial payment of compensation due Paul G Irwin for /987.

The

compensation committee, at a meeting held in Washingtén, DC ,

.

C/,E;rch 3, 1987 approved the use of the corporations funds as a

source for salary payment as needed.
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‘Confidential Memorandum

March 10,1987

TO: Samuel A. Trevino
From: John A. Hoyt
Subject: Compensation for Paul G. Irwin

Please draw a check in the amount of $5000.00 on the
National Association for the Advancement of Humane Education
account in partial payment of compensation due Paul G. Irwin

for 1987. The Compensation Committee, at a meeting held in

Washington, D.C., March 3, 1987 approved the use of this

—

corporations funds as a source for salary payment as needed.

/(Z g
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RECEIVED MAR 0 7 1968

Post Office Box 120
Woolwich, Main 04579

February 9, 1988
John W. Mettler, III
950 Third Averue
New York, N.Y. 10022
Dear Jobm, |
I wish to acknowledge receipt of your letter of January 26,
1988, which has already been responded to by Jack Lydman.
Therefore, all I can add is to confirm that there were no
meetings of the Deferred Compensation Committee other than
those the Minutes of which were distributed at the December 12th

Board Meeting., These meetings took place on the following

dates:
September 13, 1984
July 24, 1986
April 22, 1987
August 25, 1987
Sincerely,
200
il
W Ml K. William Wiseman

cc: Susan Pepperdine
Robert B. Sorock
Jack Lydman



JACK WILSON LYDMAN
281% Que STREET, N. W.
WasHinagTon, D. C. 20007

February 3, 1988

John W. Mettler IIL
950 Third Avenue
New York, N.Y. 10022

Dear John,

In response to your letter of January26, 1988 to Bill Wiseman,
a copy of which you forwarded to me, let me first state that
I know of no minutes of meetings of the Deferred Compensation
Committee other than those distributed to the HSUS Board on
Decemberl2, 1967.

I cannot tell you precisely when the meetings were
drafted, or by whom, except that the initial records were pre-
pared in a reasonable time after each meeting by John and / or
Paul. The minutes, of course, did not become official until
signed by me and approved by other members of the committea.

Sincerely,

Jack W. Lydman
Secretary, Deferred Compensation
Comnittee HSUS.

C. K. ®¥William Wiseman
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w 990

Return of Organization Exempt From income Tax

Under sectlon 501(c) (except black jung beneflt trust or private foundation)

OMB N 1525.0047

Depantnient of the Treasury
‘nternal Revemiue Service

ot the internal Revenue Code or section 494 7(m)}(1) trust
Note: You may be requured fo use  copy of this reurn Lo satisfy state reporting requirements, See insiruction 0.

g Of the calendar year 19BE, or fiscal year beginning

. 1586, and ending

1986

Name of organization The National Association for the A Employer Identliteation number (see instruction L}
wbel. - |-Advancement of Humsne Bducation 23 ; 7327537
sgi:r- Address {number and streel) B State registration number (see instruchion )
mh 2100 L Street, N.W, N/A .
City or town, state, and ZiP code
o lype. € Seclon A947(aK 1) Yrusls iing this form in ew of F
Washington, D.C, 20037 Iolr‘checi here b [ (see smtrucuon C10). nl:T?A

D Check type of arganization—Exempt undes section ™ B 501¢c) ¢ 3 ) (insert number), OR B [J section 4594 7(aX 1) trusi

Check ere if applicatign for

E Accounting method: [R Cash [J Accruat [J Other (specify) I exemnption is pending N/ A p
F Is thns a group return (see inslruction J) fited for effiliates?. v O Yes B No G i "Yes" to either, gwe four-digh group exemplion
IF“Yes,” enter the number of affiliates for which this return is filed number (GEN) »
Is thes a separate returen filed by a group affitiate? - O Yes XX No N/A

RLC] Check here if your gross receipts are normally nat mare than 525,000 (see instruction BL1). You do not have to file a completed relurn with (RS but
shauld fite 3 return wiihaut financial data if you were maifed a Form 990 Package (see instruction A). Some states may requize a completed return.

t [ Check hete if gross receipts are normally more than $25,000 and line 12 is $25,000 or less, Comptlete Parts | {except ines 13-15). I, IV, Y. and VI
ang only the indicated items 1 Parts 8l and V {see instruction 1. H line 12 is rmare than $25,000, complete h= antire return,

5010c}(3) organizations and 494 7(a1(1] trusis must also compiaie and attach Sehedule A (Foren 990)-(Sen instruciions. }

" These columny are optionat—

e

ser Inttructions

£

Statem . Revenue, and Expense
and Changes i Fund Balances. o Ponees el Tl
1 Contributions, gifts, grants, and similar amounts received:
a Direct public support
b indirect public support .
¢ Governmentgrants . . . . . . . . . .
d Total (add lines Ja through l¢) (attach schedule—ser instructions).
2  Program service revenue (from Part IV, line f) .
3 Membarship dues and assessments . .o
4 Interest an savings and temporary cash investments.
5 Dividends and interest from secunties .
6a Grossrents. ;
H b Minus: rental expenses .
§ ¢ Net rental income (loss). e e e
& | 7 Otherinvestment income (Describe . )
T | Ba Gross amount from sale of Secuntes Other /
o assets ather than inventory
E_ b Minus: cost or other basis
g and sales expenses
v ¢ Gain (loss}{attach schedule)
9§ Specialfundraising events and activities (attach schedule—see instructronsy.
a Gross revenue (nol including $
of contribulions reported on line 1a).
b Minus: direct expenses . . '
¢ Netincome {line Sa minus line 9b) |
10a Gross sales minus returns and allowances .
b Minus: cost of goods sold (attach schedule)
¢ Gross profit (loss) v
11 Otherrevenue (ftom Part IV, lineg} ., . ., . . . ., . .
12 Total revenue {add lines 1d, 2, 3,4,5,6¢, 7, 8¢.9¢. 10c, and 1 1)
w |13 Propram services (fram line 44, column (B)) {see instructions)
5 14 Managementand general {fromline 44, column {C})(see instructions)
@ | 18 Fundraising {from line 44, column (D)) (see instructions) .
g | 16 Payments to affiliates (attach schedule—see instructions)
17  Total expenses (add ines 16 and 44 column (AY)
218 Excess(deficit) for the year (subtract line 17 from line 12)
T |19  Fundbaiances or net worih at beginting of year ({ramiine&: laran(Al} . 239
o '-,: 20 Other changes in fund balances ar nal worth (attach exgilanation} (239
@121  Fung balances or net worth at end of year {add lines 18, 19, and 20} Q}

Fot Paperwork Reductlon Act Notics, see page 1 of the instructions.

Form 990 (198s8)



HarMmon & WeIsS
DEFERRED COMPENSATION COMMITTEE

The Deferred Compensation Committee was created on September
9, 1983 by the Executive Committee of HSUS. The Executive Com-
mittee moved that the Board create this committee, but according
to the minutes of the Board meeting held subseguent to this Exec-
utive Committee meeting, the creation was neither reported to the
Board nor was Board approval sought,

The Bylaws of the HSUS provide in Article VII that the Board
has the power to create committees and that the Executive Com-
mittee cannot assume powers reserved to the Board. Committess of
the Board of Directors of a nonprofit corporation are conslidevred
to be creatures of the Board, and te obtain their power from the
Board through its delegation to them. 1In reviewing the propriety
of the actions of the Deferred Compensation Committee it is
therefore of great significance that the minutes of the Board
meetings nowhere disclose that its existence or its decisions on
behalf of the Board were ever disclosed to the Board.

In addition to not having been created properly, the
Deferred Compensation Committee has acted in excess of the power
which it purported to have. Its powers are to establish and
administer deferred compensation plans and "from time to time be
constituted a compensation committee to consult with and advise
the President regarding staff compensation.” The bylaws in Arti-
cle VITI, section 5 state that the President’s salary "shall be
determined by the Board." Therefore, in authorizing a $9,000
travel allowance (compensation) feor John Hoyt (1/2/85), deciding
to purchase his house "in lieu of other compensation® (4/22/87)
and deciding to reimburse Paul Irwin for the property in Maine
(8/25/87) this committee was acting in excess of any authority
which it purported to have and in viclation of the Bylaws.

It may be argued that the Board has acguiesced in or even
ratified these actions by its failure to o¢bject. However, since
the Board was not told about the Deferred Compensation Committee,
it is unreasonable to argue that it should have objected. With
regard to setting the President’s salary, the primary obligation
to set the agenda for Board meeting and to bring iltems to the
attention of the Board lies with the senior officers of the cor-
poration and its Chairman; this obligation was ¢learly not ful-
filled. The remaining Board members also share some responsibil-
ity for not asking guestions, but the response given to Susan
Paepperdine and Mrs. Browning (12/12/87 minutes say Mrs. Browning
had asked for information about the Presidept’s salary and bene-
fits at previous meetings but had not reaceived an answer) can be
taken as evidence that the attitude of some Board menbers was o
render such questions futile,




Moved and seconded that the Board of Directors ..
authorize the establishmentrcf a Deferred Compensation(E;;;\>
to be administered by a Deferrcd Compunsation committec
comprised of the Chairman of the Board, Colcman Burke;

the Vice Chairman, K. William Wiseman; and director Jack

Lydman.

As regards matters .relating to the establishment
and administration of the Deferred Compensation Plan, the
Committee is empowered to act in all matters on behalf of

the Board of Directors. .

This Committee may also from time to time be .
constituted a Compensation Committee to consult with and
.advise the President regarding staff compensation as the
aavise P o

need may arise.

Adopted by Executive Committee,
HSUS Board of Directors,
September 9, 1983
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ARTICLE I—OQFFICES

The principal office of The Humane Soctety of the
United States shall be located in Washington, District of
Columbia. The Soctety may establish and maintatn
subsidiary offices at other piaces.

ARTICLE II—CORFORATE SEAL

The corporate seal of the Society ghall be circular in
form and shall have inseribed thergon the name of the
Soctsty, the year of its organization and the words
“Corporate Seal, Delaware.”’ The Soctety may elter and
change said seal at its pleasure. Said seal may be used
by causing it or a facsimile thersof to be impressed or
affixed or reproduced otherwise.

ARTICLE III—MEMBERS

Section 1. The Soctety shall have the following
classes of annual membership:

Single ........... 310 Sustaining ..... § 100
Dual.........-... 18 Sponsor ....... 800
Donor ......-..-- 25 Patron ........ 1.000
Supporting ....... 80

Members shall pay to the Treasurer of the Society or ¢
the Treasurer of an incorporated Branch of the Soctety an-
nuel dues in accordance with their selected class of
membership. Such duss shall be due and payable with
the aepplication for membership and thereafter on the an-
niversary date of the election to membership. Any mem-
ber fatling to pay his dues ont or hefore the date when they
are payable shall not be a member in good standing.

Section 2. Any person who has been elected &
member of the Scciety shall be deemed to have asutomat-
tcally applied for membership in the State Branch of the
gtate in which the mermber resides, and any person
alected a member of a Branch shall he deemed to have
automatically applied for SBoctety membership.

Section 3. No person shall be s member of the
Society uniess elacted to membership by the Board of
Directors of the Society and, if the application for
membership is made through & Branch. by the Board of
Directors of the Branch. The Board of Directors may re-
ject any appiication for membership for reasonable
cause. The Board may also expel a member {or reason-
able cause. ARy person refused membership or expelled
may appeal such rejection or expulsion o the members
at the ensuing annual meeting of the members of the
Society by addressing a notice of appeal to the Secretary
of the Soctety at least 1C days pefore such meeting. The
members mey at such meeting by a majority vote over-
rule any such rejection or expulsion. Their decision
shall be final.



Section 4. Each Branch shall promptly send to the
Socioty the name, malling addrsss, and [orty percent
(40%) of the annual dues of avery membsr who pays
dues to the Branch and the Tressurer of the Soclety
ghall prompily send to the appropriate Branch the
name. mailing sddrese and sixty parcent {80%) of the
annual duss of every membar who pays dues to the
Booiety and who resides in the state in which a
Branch exists.

Section 8. All members who have been in good
standing for six monthe shall be entitled to cast cne vote
at any mesting of the Society and in any referenduimn or
other election as provided by these Bylaws. A dual fami-
ly membership shall entitle each of 2 members of &
family to a single vote. For the purpeses of this section,
s member shall bs deamed o hava become a membear on
the date his application was racaived Dy the Secretary or
Executive Director of a Branch or by the Preaident of tha
Society. whichever 1a earlier.

ARTICLE IV—MEETINGS OF MEMBERS

Saction L. The annual meetings of members of the
Society for tha purpose of transacting business author-
ized to be transacted by the members ghall be held
at such time and place as shall be spacified by the Board
of Directors.

Section 3. Special meetings of tha members shall
be held in Washington, Distriet of Columbis, and may ba
called at any time by the Board of Directors or by any
50 members upon their filing with the Seoratary of the
Society a request in writing for the meeting, stating the
purpoEe or purposes of the proposed mesting. The
agenda of any special meeting shall be confined 1o the
subjects stated in tha call for the meettng. Speclal
meetings requested by members shall be held not less
than 30 days nor more than 80 deys after the flling of
the request.

Section 3. Advance notice of all mestings ¢f mem-
pars shall ba given by the Secretary of tha Sootety. All
such notices shall be sent by matl at least 20 days in ad-
vance of the date set far the meeting to the last known
post offica address of each membsr who will be antitled
to vote at the date of the meeling.

Saction 4. At any mesting of the members. unless
otherwise raquired by statute o7 these Bylews. those
members present in persot shall have authority to tran-
saor all business that may COme vefore the meeting.
Voung by proxy shall not be permitted.

gection 8. There shall be olected annually to serve &
term of one year 8 Nominating Commitias of six (B} per-
gons. Members in attendance at the An nual Meeting of
members of the Society shall glect to this Commitiee two



(2) membsars who have been 10 good standing for at least
two (8) years. The Board of Directors at its Annual Or-
ganization Meeting shall elect four {4) members, two {2}
of whom shall be Directors and two (R} shall be other
members of the Soclety, all four {4) haring bean mam-
bers in good standing of the Society for at l=ast two (2)
years. At least sixty (80) days before the Annual Mest-
ing, the Committee shall nominate al least seven cen-
didates for fuill term membership on the Board of Diree-
tors. The Committes ahall notily the Secretary of the So-
ciety of its nominations. Any 250 members tn good
standing may also nominate onse or more candidates for
membership on the Board by written petition filed with
the Secretary ot least forty-five {45) days before the An-
nual Mesting. A liat of thogse nominaes eelacted by the
Nominating Committes will be available to any member
upon request made to the Bacretary of the Soclety.

Saction 8. Within sixty (80) days following each An-
nal Mseting of membars of the Society, the Chairman
of tha Board of Directors shall appoint an Elections Com-
mittee consisting of the Secretary of the Society and
three members of the Soclety. nonse of whom shall be
Diractors. At least thirty (30} days before the next An-
nual Mesting, said Secretary shall cause to be sent to
each member of the SBociety entitled to vote a list of all
the nominees for slaction. the position they wers nomi-
nated to [ill, & reasonable amount of biographical infor-
mation, and a tallot to oast & vote in sald election,
Ballots shall be returned to and retained unopened by
the Elsctions Committes not less than fifteen (15) days
befare the Annual Meeting. Not more than ten (1Q) days
after the closing date of voting 1n said slaction, the Com-
mittee shall opan, count, and racord the numbar of said
ballote. The Commitiese shall deliver sald ballots together
with a certification of the results of said election to the
Secratary of the Sociaty for retantion in its records. The
candidates, in number neacessary to fill the terms of of-
fice as Director of the Soeiety voted upon Ln said elec-
tion, who gach shall have recelved a greeter number of
votes than each of the remeinder of the candidates, shall
be elected to said office. AL the sald Annusl Meeting. the
Committee shall announce the results of the slegtion and
the names of the candidates who shall have been elected
to said office pursuant t¢ the provisions of these Bylaws.

ARTICLE V—REFERENDUMS

Section 1, In addition to the right to vote at regular
. or special meetings of the Soctety, members shall be
entitled to vota 11 & referendum. A referendufmm may be
initiatsad or: the following questions, and no other:
a. To authorize the transfer of operating funds 1o
an Endowraent Fund. as provided 1n Article IX;

3



b. Any qusstion which the Board of Directors or
an Annual Mesting of the Boolaty shall declde to subrnit
to referendum;

¢. The amendment of thess Bylaws.

gection 2. A referendum may be initiated by: (a) any
special or annual meeting of the Society: (b) the Board of
Directors; (¢) petition of any 80 members in good stand-
ing, submittad to the Secratary of the Soclety in writing
and stating precisely the motion or resclution to be
voted upon.

Section 3. When a refersndum has been initiated,
whe Secretary of the Society shall submit vthe question to
all membaers eligible to vote with a ballot within 80 days,
specifying the address to which the bellot shall be re-
turned. The majority vote of those returning ballots to
the specified address within 30 days from the date of the
meiling of the ballots shall decide the issue, axcopt an
isaue of amendmant of the Bylaws, which ghall bz gov-
erned by the provisions of Artiols XIT of the Bylaws.

Section 4, A referendum shall not impalr the powers
of the Board of Directors, as ot forth in Article VI, ax-
cept as they are modified in Article IX, and excepl a6 the
powers of the Board may be modifiad by & change in
these Bylaws. -

ARTICLE VI—DIRECTORS

Section }. The concarns, direction and management
of the affairs of the Society shall be vestad in the Board
of Directors, who shail pursue such policies and prin-
ciples as shall be in accordance with the provisions of
the Articles of Incerporation and these Bylaws, and the
gtatutes of Delaware.

Saction 2. The Board of Directors shall be com-
posad of no more than 24 members, but na act of this
Society shall be void because, at any time, there may be
fawer than 24 Directors in offigs, No person shall be
sligible to serve as & Director who is recslving compensa-
tion for services from this or any other humane
organjzation. No elected Director shall be gualified to
garve in that capecity until he bacomes a dues paying
member of the Soctety.

Section 3. The Board of Direttors shall be divided
into three classae and shall bae electad in accordance
with the provisions in Article IV of these Bylaws. One-
third of the membership of the Board of Directors
shall be electad aach year for & term of thres years.
Each Directer shall hold office for three years and until
his successor shall ba chasen. Directors shall be aligible
for re-alection.

Section 4. In the event any Director shall by death,
resignation, incapacity to act or otherwlse, cesse to be a
Dirsctor during his or her term, his or her suceessor
may be chosen by the Board to serve out the halance of
the Director’'s unexpired term. In no case may & person

%



be appointsed 0 serve 4s a Director who is tneligible for
glection as & Director.

Section 8. Directors shall be entitled to relmburse
ment {Or NECessATY eXPEnses tneurred in fulfilling
their duties.

Section 8. A regular Annual Organtzation Maating of
the Board of Directors shall be held at the Annusl
Meeting of the members of the Soctety, after announce-
ment of the results of election of Directors, or on the day
following sdjournment. The annual organization meet-
ing shall be held {n the city or town where the Annual
Meeting of members is held. In additton. the Board of
Directors shall hold a regular mesting in the sixth
month following the annual organization meeting.

Section 7. All meetings of the Board of Directors
shell be held at such time as the Chairman of the
Board shall from time to time order, subject to Sections
& and 8 of this Article. All meetings of the Board of
Directors, except the annusl organization mesting. shall
be held in Washington, District of Columbia, unless the
Chairman of the Board proposes another place and & ma-
jority of the Board of Directors agres in writing to the
place proposed.

Section 8. Special meetings of the Board of Directors
shall be ordered by the Chairman of the Board when re-
quested to do so tn writing by any {ive or more Directors
and may be ordered by the Chairman of the Board upon
his own initiative. A special mesting requested by five or
more Directors shall be called to be held not more than
45 days after the written request has been delivered to
the Chatrman of the Board.

Section 9. Notice of all meetings shall be mailed to
Directors by the Secretary of the Scctety at least 20 deys
in advance of the meeting, except that no notice shall be
required for any mesting at which all of the Directors
are present and any meeting may be held without notice
provided every Dirsctor shall waive in writing the notice
otherwise required.

section 10. The Board of Directors may, without
meeting together. transact business by mail, by voling
upon resclutions or motions having been initiated by
any three Directors. The Secretary shall, within 5 days
after receipt of such a motion or resolution, promptly
mail the text of such a motton or resclution to all Direc-
tors. Ten days thereafter. the Secretary shall mail
ballots to all Directors. including any comments received
by the Secretary from any Director. If within twenty
days thereafter a majority of the members of the Board
of Directors shall send in writing to the Secretary their
vote in: favor of any such resolution or motion, said re-
solution or motion shall be deermned carried, otherwise il
shall fail; provided. however. that no such affirmative
action shall go Into effect for five days after the
Secretary. by redistered or certified mail. shall have sent
5



to each Director a report of the tabulated result of such
vote, the ballots of which shall be produced at the
following mesting of the Board of Directors.

gection 11. Seven of the members of the Board of
Directors shall constitute a quorum. An affirmative vote
by & majority of those present shall be required for
adoption or approval by it of any matter upon which it
undertakes to act.

Section 18. If any Director shall be absent from
three consecutive regular meetings, such Director may
be deemed to have resigned from office and in that event
the vacancy so caused shall be filled es heretin provided
for filling of vacanctes tn the membership of the Board
of Directors.

ARTICLE VII-COMMITTEES

Section 1. The Board of Directors may have an Ex-
seutive Committee composed of 8 or more of their
number. The Executive Committee shall have and may
exercise all of the powers of the Board of Directors when
the Board is not in session, except the power to elect and
remove officers and such powers, if any, as the Board
may specifically reserve to itgelf or as may be specifical-
ly assigned to any other commities or any officer of the
Society. The Executive Committee shall make and adopt
such rules and regulations &5 it may deem prudent for
its management.

Section 2. The Board of Directors may provide for
such other committess or other bodies of Directors and
members &s it shall deem desirable. The Board of Direc-
tors may delegate to such committees such duties and
powers from time to time as it shall deem necessary
or desirable.

ARTICLE VIII—OFFICERS

Section 1. At each annual orgaenization meseking of
the Board of Directors, or in default of election at such
meeting, then at an adjournment therecf, or at any
meeting of the Board of Dirsectors duly called for the
purpose of elsction of officers. the Board of Directors
shall elect a Chairman of the Board, a Vice Chairman of
the Board, & President, & Secretary and & Treasurer. The
Board may also elect such other officers as the business
of the Society may require. No person shall be eligible to
hold office who is not a member of this Society at the
time of his appointment. All the officers shail hold office
at the pleasure of the Board of Directars but in no case
neyond the time when their respective successors shall
be elected and shall qualify. Any officer may be removed
from office by the Board of Directors at any time.

Section 3. Whenever any vacancy shall sceur in any
office ereated by these Bylaws, or by the Board of Direc-
tors. the vacancy may be filled by the Board of Direc-
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tors, acting in meeting or by mail ballot, for the unex-
pired term.

Section 3. The Chalrman of the Board shall preside
over all mastings of members of the Soclety. the Beard,
and the Executive Committee and shall te, ex officto,
with vote. s member of all committees of the Board, ex-
cept the Elections Committee.

Section 4. The Vice Chairman shall fill all functions
of the Chairman when the latter is incapacitated, is
unavailable, or for any other reascn cannot serve.

Sectionn B. The President shall be the principal
executive officer of the Soctety and shail be regponsibie
only to the Board of Directors. He shall conduct the
activities and business of the Society in accordance with
principies and policies prescribed by the Board of Direc-
tors. His galacy shall be determined by the Board. He
shall 6mpley and have full authority over ovher stalf
members and shall determine the duties and, within, the
limits of & budget approved by the Board, the compensa-
tion of all such staff members. He shall, a reasonable
time before the beginning of each fiscal year of the
Society, submit to the Beard a written budget and pro-
gram proposal for the ensuing year. The Board shall ap-
prove or amend and adopt & budget for the ensuing year
and the President shall operate within said adopted
budget. The President shall deliver to the anmuial mest-
ing of the mermbers of the Society a comprehensive
report of the work done in the preceding year and an
outiine of plans for the ensuing year. The President
may participate in any meseting of the Board of Directors

T any commites of the Board, but without vors. .

Sectlon 6. The Secrotary shall take and pressrve
ratriutes of &ll meetings of the members of the Soctety
and of the Board, shall notify all members and Directors
of annual and special meetings, and shall psrform other
duties assigned by the Board. He shall cause & record of
all actiona taken at all membership, Board and Execu-
tive Committes meetings to be mailed to any member
upon request. In the absence of the Secretary from any
meeting, the presiding officer shall appoint a temporary
secretary to rscord the minutes and such minutes shall
e transmisted to the Secrelary.

Section 7. The Treasurer shzall have custody of all
funds and securities of the Soctety. shall disburse funds
in accordance with & budget approved by the Board, and
shall submit to the Board and to the annual meeting of
the members of the Society an annual report, audited by
an accountant selected by the Board, of the income and
expenditures of the Soctety for the preceding year and of
its assets and liabilitles as at the end of the pericd under
review. He shall make the report available to any
member upon request at any tme. The Treastursr may
authorize cther persons to sign checks and perform
other functions of his offtce subject to the approval of
the Board of Directors.



ARTICLE IX—USE OF FURDS

All available funds of the Soctety shall be used for
the tmmediste relief of suffering and the vigorous proee-
cution of humene education except as otherwise provid-
od by law or the speocific tarms of & gift or maendeate of &
donor. Nothing in this section shall, however, ha con-
gtrued so as to prevent the Board of Directors from
satablishing prudent reserves for the operating expsnses
of the Soctety or from prudently (nvesting any surplus
funds of the Soctety to produce additional income, nor
construed to prevent the members of the Scociety at a
meeting or through a referendum from authorizing the
Directors to transfer funds from operating funda to an
Endowment Fund and placing funds of the Soclety
therein. Should an Endowment Fund be established, no
Director or officer of the Scclety shall be l1able to any
one with respect to any action taken or omitted to be
taken by him in good faith in accordance with the direc-
tion of the Board of Directors of the Soclety with respsct
to any investment made on behalf of the Society. In con-
nection with any investment made, the Direclors ghall
usse the seme degree of care and skill in making in-
vestments as a prudent man would use under the cir-
cumnstances in the conduct of his own affairs. Nothing
contained herein shall be construed as relieving a Diroc-
tor or officer {rom liability for his own negligent faflure
to act, or his own willful misconduct.

ARTICLE X—TRANSFER OF SECURITIES

Any two persons, being President, Secretary,
Treasurer, or Assistant SBecretary or Ageistant Treasurar,
shell have the Joint authority to execute, under seal,
such form of transfer and assignment as may ba
customary or necsseary to constitute a regular transfer
of any stocks or other regiatered securities standing inn
the nams of the Society. They may from time to time ex-
eaute and dellver on behslf of the Soctety proxiss on any
and all stack owned by the Society.

ARTICLE XI—MISCELLANEOUS

Section 1. All meetings of the members of the Socie-
ty, its Board of Dirsctors and its committees shall be
conducted pursuant to Roberts Rules of Order as set
forth in the last published revision thersof.

Section 8. The f{scal year of the Bociety shall com-
mence on January first of each year.

ARTICLE XII—AMENDMENTS

These Bylaws may be alterad, amended, added to or
repealed only by referendum procedure established by
Article V of these Bylaws and by an affirmative vote of
two-thirds (%)} of thoze members voting thereon.
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HARMON & WEISS

NHEC does not appear to be a functioning organization. When
during my January 25 visit to the HSUS offices I asked for the
minutes of the corporation, staff members were not able to locate
or remember any minutes since 1976; since then the general
counsel’s office has not located any.

Although this Committee was told that "all transactions were
approved|there is little evidence of approval. There is a
memorandum date January 2, 1985 from Coleman Burke approving
travel allowances for Hoyt and Irwin payable from NHEC. Note
that this document did not authorize the payment of additional
compensation to Hoyt and Irwin from NHEC. However, as stated
above, Burke could not act for the Board regarding Hoyt’s com-
pensation and furthermore, he was not an officer of NHEC and so
had no authority to authorize it to spend any money.

There are major problems with the way the payments into and
out of NHEC were reported to the Board, to the public and the
government. The payments to NHEC were made from the annuity
account at the Mellon Bank. This account was created to pay
funds to HSUS donors who have contributed funds to this annuity
trust. Paul Irwin drew funds out of the annuity trust to fund
the salary payments which were run through NHEC. These payments
were hidden from everyone by the mechanism of characterizing them
on the financial statements and the 9390 tax returns as "payments
to beneficiaries." While, in fact, they should have been entered
on an adjacent line "contributions to other organizations.®

Under the trust document establishing the annuity trust,
only members of the Investment Committee have authority to
request distributions from the trust. I have asked for, but not
received, any instructions which would have led the trust to
believe that Mr. Irwin had authority to request funds.

A final step in the process required that NHEC open a bank
account to receive the annuity trust money and pay it out to Mr.
Hoyt and Mr. Irwin. To open the account, they had to file one
more false document certifying that the Board of NHEC had author-
ized the opening of the account.
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Mellonr Bank N.A.
Me"on Bank One Mellon Bank Center

40th Floor
Pittsburgh, PA 15258.0001

March 1, 7988 412 234 5784

Barbara K. Robinson
Mr. Samuel A. Trevinog Vice President
Assistant Treasurer
The Humane Society of the United States
5430 Grosvenor Lane
Bethesda, MD 20814

Bear Mr, Trevino:

Re: Humane Society of the United States
Account No., IR 26

As you reauested, enclosed is a copy of the originmal Trust
Agreement for the aboved referenced account.

If you have any questions concerning this matter, please
feel free to call.

Sincerely,

Datoea

Barbara K. Robinson
Vice President

Encl.

BKR/v1r
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HarMow & Wriss

Alice Morgan Wright--Edith Goode Fund

The Alice Morgan Wright-Edith Goode Fund is a charitable
trust of which HSUS is trustee. With assets of $1,300,000 and
income of over $100,000 per year, it is a major asset of the HSUS
and represents a significant opportunity for funding organiza-
tions devoted to animal welfare,

Under Article Eighteenth of the last will and testament of
Alice Morgan Wright, (See Tal ) the Board of Directors of the
HSUS is to have absolute discretion and authority in selecting
beneficiaries of the charitable trust fund established under her
wlli. See Tab number . As far as I can tell, however, the
full Becard of Directors has never approved the selection of
charitable grantees. I gather that the Board has been inforned,
after the fact of the charitable distributions and has never
exercised its legal role in this process.

A Board member, Donald Dawson, is salid to have represented
the Board as an individual trustee, but there is no record that
he was selected by the Board to carry out this function, that
they delegated this power to him, or gave him any direction or
instruction in this regard. When he left the Board in mid-1984,
no Board menber was involved in this process until recently when
Mr. Wiseman represented the Board.
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that shiliren are assooiated or came 1n ocontact.

{n)} To promote insistently in instf tutions of
lenrnmg, from ohilahood Jonwrd, the eduoation of the

_heart am,l. tho oourage to wibhntand any popular trend,

vhigh, in the misused name of Sclence, mipht lead to

‘& dlsregerd for the finiamontal ethios of rightocusness

nm oompauim.

' ( ) .- To befriend ‘aR1 lﬁarbh's orestures on lang,
in ths sea &nd in the air; dex‘end them aralnst the
ravages by manking end inspire in human beings >

-'cmnpaanion for all. To raoogn.t.-.s in animals theiy

c&paoit;y for frismiship sm ths.ir need of frienis,
: EIGHTEEH'IH: Be.’mg confia mt tha t the

r‘objootiveu of the Humane Sgol sty of.’ t:he Uniter States

are substen tin;ly the smme “... the ..que_ctivea clteq above,

all the rest, residue und remainler of my es tate ,

‘both raedl and persoml, of whioh I ale selzed and

pesssaged, anl of every nams snd nature end in vhich
I havn__pi' rmeay have any interest ani whers spever

locatsd, inoluding all legeciss or Lequasts which

_ foz' any raaaon 8hall lapse or baoumc mopsra tive,

I give,. aav.‘..ao and - bequenth sa f.‘ollowsg.
"{a) -Ons~third (1/3:-5) I g;iva t:o the Humane

oy

Sooiot'y of the Unltea States , 8 nhari.t:nble humane

-orgnnization, havings 1 ts prinoiplo orﬁ.oe now at

1145 -~ 19th Street, N,W,, Wanh.tngton, D.g., not in
trust, but absolutely, to be used by it sny way that
in-libs sole Juigment will most effectively protect
snimls from suffering ant will mo st effectively

fur ther thelir happiness, well-being end hum-ne
| - 15 = “
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trea tment.,
(b} The remaining Two-Thirde (2/3ras) I prive
to the salg Numane Soolety of the Unlted States,
IN musw KEVER BHIELESS, for the following uses and
purpoau, that 18 to say: '
 That the Humane Soolety of the Uniteq States +
nha:u. re teln and keep the amounh of this bequest
as a nopnrnto and dint:inct: Puml to be knom as the
ALICE MOROAR ':TRIGHT -~ I 'IHI GOODE FUND

- %0 invest snd reinveat the sorpus of sald Fund snd

golleot the rents, ingome, profits ang proceeds
tha#agrqm and eppropriate am'apﬁly the inocome !;hex;o_from
for the, hupane care, somfort, protestion emy vell~being
or aumb animals end so far as it mey legrlly do 8o,

pmvmo finencial rid to other sooiatiaa i orpganizations

K having for thelr objeotives the prevention of oruelty

to animals, nm/or the promotion of their welfsrs,
and/or the protection end fur&mrnmo of their
hnppinau, ‘ana/or humane eduoablon, or are in a
poslcion 'ba further snd carry out one or more of
my objeotivos na above declared, by means of

paymanes, oontributiom or loann tn auoh other

W

'aocietiaa ant. oz-ganina tions or suoh*mm of surdg

from. the 1noomo of aaid F‘und ag. in: I.t;a jud gment 1t
shall dsem. fitting and sdviseable,

_The Boerd of Dirautwa of the &umane Sooie!:y

T

of tho United Stataa ghall have absolnto d_isorotzion
and autharit:y in the aeleotion _of such beneficiaries
of_ the ALICE MORGAN WRIGHT ~ EnlH_O000DE FUID and
without 1limi ting or motifying that power I make the

~ 16 -
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following suggestioms and urge and d4irect that so

far aa possidble:

| ‘ia) Priority shall be given to substential

nnj regular aupporf; of any anlmal ahelb&r ana rescug
program operatad by or I‘or the Hatir.mal Humat® BEARuos tion
Scole !gr, whioh now ra intalns = aholt;ar kmown as

:Plaaoa leta tim, at Bbarllng, Virginia, 80 long as

u iu opam toa as a sghael tep for Animnls and a gentey
for humnno oducau.m. |

(b) If the Vorlg Fedaration for tha Protection

_ot’ Anlmlu sontinues in orreotiva .2oblvity; substantial

nid shnll be given to thet Fedam f:ion 1n sch a way a8
to anomrage and asglat 1t 1n dovplopmg any carrying
ot s progmm of basic humane educa tiom throupghout

tho vmrld » par tioularly t;hmugh t:ha Unitad Ha tions
and UNESCO, o

'_(o) If Defenders of Yiilglife develeps and
qpntiquea_ x.'p.mgram and polioy'of proi;ob.bing wilg
animale from cruslty and suffering ga policy and
pﬁqg‘ram ﬁ:ia‘l: £s %0 be Alstin {miahed from mers
oonaerva'tion of species) it shall recoive asaistance
fz-om tho moom of the Fund, i -‘

(d) ‘If the American Fonr,louq,k Maintenance
Oomitbee (Hnan. 8PCA) oontinueu its work 1n Hor th
Mrj.oa, m ammal contribution of #t loast ONE HUMDRED
(#100.00) nom..ms be mde to that Oomittoe.

| HIHIEEH THs - 'I!her eal tm-, _the rollowing organisations

: ahall be’ gs.van profaronoa in 'dao applim tion of inaome

from nam Fum ag they are at proaont of apeocial

connorn to mot

(a). Anlmal Defense ant Anti-Viviseotion Soalety,
- 17 =




|

Miss Lini-nf-Hageby, Fres,, 16 8t, Janos! Place,
Lomian, S, W, 1, Englana,

(b) wayside Walfs, P.0, Box 6796, Kansas Cityg
Mos - |
~ {s) Scottish Soolety ror the Prevention of

Vivi-seotion, 10 Queensferry Strent, Edinburg,
8_00&13;5;1 » Harvey Metoslfo, Soore tary,
| (4) Animml Cruseders, Mvs, C, K, Barton,
BAtor, 2619 Walmut Avenus, Evarett, Yashin:ton,
| ‘(e) Animsl Proteative Lemgue, Inc., 2646 Horth
66th Strest, MIlwaukéo, Wigconsin, .

(£} ovublin BpcA, Mrs, K, #rd_nu{-;h, Seare tary,
218 8t, Stevens Uresn, Dublin, Ireland,
| (8) Auvsoctation Uraguaya e}la: Protesoion a
Los Animsles, Sencra Lorelei de Melew, Presigent,
B470 Dr. P, ge Porm , Montevidoo, ,Umguns.

S my Animal Welfere Soociety of South Arrica,
Mias porls i, Wara, Pmnidont, 83 Bing 8trest,
ﬂnpetwn, Scuth Afrioa, o

| (i) Agsgolation for te arovantion of Cruelty
in Publlc Spsctaoles, Senora Dolores Marsens Comas,
Prsaldenf:, Viso 21 (8.a,) Barcelona, Spain.,

{3) Bung Oegen Mishrauoh der Tierse,
Hauptgcachatbanot:olle Rorr.borger Iandatrasna 119,
Gottingon, Garmmy. . .;' _ }

(k) Soolety for the Proteotion Vi nnimala
m Horth Mrlca 15 Buokinghm Gato s Lon!lon, S, 1,
Englana.. o o

- {1} Missouri Anti-viﬁaect&on Sooiotry, (Grace
Gannhnm}, Box 624, 8t. Louls, Mo.

_ {m) 014 Warhorse Memorisal Hospigsl, 1'?5
Piéoadilly, Lond, Pres. Mrs, Kn!:hlegn Taylor-Smith,

.IB-
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Hon. Sao.

{n) ﬁakional ﬁnti;viviaectim, Edltor,

?lllt_req‘_'Riadm.n, 27 Pakwe Street, London 8.W, 1,
B'_ns.‘l_.nnd'. | _
e {0} Tasmania canmo nofenno Loague, 356
Mn-ﬂoad ’ Glonornhy, Taamnnia ’ Hiu A, Rawaon,
(p) The HNational anholio Sooiaty for Animsl
Welfare , 733 - 1Bth Street, N.V., vmdhington, D. C.,
Pru. Megr. Leroy MoWillliams, ‘

THEHTIE'MI

The followmg ia a 1is¢ of humane

organ.tzatlona which I bolieve ml@b woll be oonsigered
C u roaipiontn from the ALICE HORGAK WRIGHT = EDY TH GOODE
' F‘_JND!

(a) _asscolation for the Protestion of Fur-
Bearing Animala, P. 0, Box 274, Vanoauver, B,C,

(b) Nilgiri Animel Ssnctuary, Mrs. Dorothy
Dean, Inkein;a:'{, Go_onoor, Nllgirls, So. Indie, .

'(“o)' Eas tern Slope Animl Vielfws Lesgue, Ira
Olackens, Pres,, North Conway, New Hempshire,

{4} Hurane Scolety of ‘Roche & ter s 3537
Hgnrio-ttn Road , Henrletta, Now York.

(e} Humanlt:nx'ian Loaguo of Rocheater, 197

‘I_ 'h'omont Stroak » Roohaa ter, Now Iork

(f) Humms Soclety or I:aokawam Uount:y, 900

T

Eaat Gi‘vson Street, Soraton, Fa, ',-

(g)  Natlonal Equine.Dofonse League, Blackvell,

Oarlinla, Enalmd. . ’

~ {n) NorAisks Samfundet, Pren. John Borbz,

Rsntnds\mren 15, Brmma, Stockholm, Sweddn ¢

(1) Pooplen Diepma ary foz' Stek ﬂnimnla »

r:i'

..jpnaa Hmmo’ Glix‘ford Street, Lonr!on, W,le

-19-
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- {J) Performing anA Captive Animals Defense League,
cnpt- Hul!iohnel, 11 Buokingham Strul: s Adelph , Londm »

w. ui B‘ Ehglaﬂd

(k) Bouth African Fedoration for the Prevention of
Omolty to Animls, 47 Pnrlinment: Straah, Capebom,

Sou th ﬁfrloa.

(1)  Merachutsverein, Tlerhoim, _Berlino-Lsnklvi.tz
Gneiunauatrauaa R1-26. | -

MFH—FIR&TI 1% 18 my hope that Ithe corpus of the
Trus e;_m,aghn continue aa large as posaible and that
1t.‘ma;y from 'f':i‘me to time he augﬁa:; ted by g!.rt:u from
humnnltnriam through publicl ty, n'omoﬁion and aolioitaﬁon.

Twnnm-sacom; WIN- the aammatx-aqion of the
ALIGE L{QRGAN ?JRIGH'I‘ = BEDITH GOODE FURD and ag a part of
sunh admini.stra ﬁon, X dlreat 'chai: tho Humars Soclety
or tho Unitad States ghall each yen:' pu‘hliah in its
offintnl m-! olruuln tod or;an or in smue o ther publ!.uation

that 1: widoly pl.ruulnt:aa among hurrmpq uorluara nna the

gemral publ}n 4n audd teq atu tamenﬁ of muelptn and
duburumuntm or the Iund Manuifymg orgm!.zntionu tha t
are tiven uid fram the Fung and of sssets eng liabili tles,
_ mnm!-mmw It 18 my wLoh and desiye and T direat
tha ¢t so rar L posuhle nobioe of my aaath be rivan by
m:r Exouutors a8 followa!

-_.;J,.:, .‘n:mt rrom m:r grm tlnp; oardu, the ong . hnnring the
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printing uaran from L ¢ snd on the bnclc of sm:h oard shall

be 1nnor1’oad the worda "Farowan Grnatmga from Alice

-Horgan :ri;ht"' J"(g‘*‘" w ‘34—-4-« 120 wh., ww

'.thut ny Execmtora shall plaoe’ anq enm:ai: the
dia tri'but:lun of the aerds snd matorl&l ralalﬂng o my
death under the supervisim of the Humene Sooiety of

.BObI




Harmon & WEISS

1986 Federal Form 990 for HSUS

Paul Irwin, Treasurer of HSUS signed the Federal 990 (tax)
infeormation return stating under penalties of perjury that to the
best of his knowledge, it is true, correct and complete p. 5.

Thomas Havey & Co. is listed as preparer but did not sign
the return as preparer, p. 5.

The United States Code provides for civil penalties for tax
return preparers in certain circumstances and provide for civil
and criminal penalties for signing and filing false tax returns.
HSUS’ 1986 return incorrectly states that during 1886 there was
no direct or indirect lending of money or extension of credit
between the organization and principal officer, p.é6.

Loan to John Hovt

But on December 31, 1986 Paul Irwin signed a receipt for
donation to HS8US of Mrs. Evans’ loan to John Hovt.

On Balance sheets the $100,000 leoan is not included p. 4.

Cn March 3, 1988 Bill Voorhees told me he was never told and
never discovered that the Evans note had been donated to HSUS at
December 31, 1986,

NHEC

On schedule 2 listing "grants to other organizations! the
payment from HSUS to NHEC 1s not shown, p. 1l1-12.

The payment to NHEC is in fact listed in payments to
annuitants on Schedule 3, p. 13.

Paul Irwin was the individual who requested the payments
from the HSUS annuity account to NHEC.

Schedule 2 listing gifts to other organizations failed to
disclose an additional $30,000 in glfts to W.5.P.A. 1In 1986,
$41,000 was given by HSUS to W.S.P.A.

Accounts Fees & Empliovee Benefits

Page 2, line 31 gave no information on fees pald to accoun~
tants, when in fact they were paid 545,000, more than twice their




-2 -

average fee over the previous 3 years. Page 2, line 28 "other
employee benefits" fails to include roughly $50,000 in life and
disability insurance for employee officers. This figure is
included in the insurance figure on schedule 3; if noticed at
all, it probably would be understood to be organizational insur-
ance not employee benefits. One significant aspect of these mis-
takes discussed above is that I believe that the same errors were
carried over to financial statements and resulted in inaccurate
information being presented to the HSUS Beard.

The errors on p. 2 are similar to those discussed with
regard to the 19585 990,
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The Humane Societv of the United States

2100 L Streer. N.W.
washingron, D.C. 20037
{202} £32-1100

RECETIPT

Cnn this 31ist day of December,_lgaé, THE RUMANE
SOCIETY.OF THE UNITED STATES gratefully acknowledges
the receipt,-donation,'and assignmeﬁﬁ of a prémissory
note held by Mrs. Irene C. Evans,-and tﬁe rights to
income and payments therefrém, sz2id note being made by
John A. Hovt and Gertrude Mﬁ def, on November 2, 1881,
in the principal amount of One-Hundred Thousan&
(5100,000} Dollars, payable ﬁo Irene Evans, and due on.
July 1, 1387, bearing interest.at Teﬂ {10%) Percent, |
pafable semiannually -- said note being amended by
memorandum dated January 7, 1éas. re&ucing tﬁe interest
rate éo Zero (0%} Percent, retroactive to November 1,

lgs82.

THE HUMANE SOCIETY OF

?ii;:::j5D STAIAES
By: (T PO, N

Raxl G. Irwin'
Executive Vice President &
Chief QOperating Cflicer

e
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Return of Organization Exempt From Income Tax
Under section 501(c) (except black lung benefit trust or private foundation)

OMB Ne. 15450047

1986

Oapartmaent of the Treasury of the Internal Revenue Code or section 494 7(a)(1) trust
intermat Revenue Sernce Note: You may be required to use 2 copy of this return to satisly state reporting requirements. See instruction B.
For the calendar year 1986, of fiscal year beginning . 1986, and ending .18
Name of organization . . A Employar dentification number {see instruction L}
Use IR The Humane Society of the United States 53, 0225390
Other. Address (number and street) B State registration number {ses instruction 0)
::::'“ 2100 ~ L Street, N. W.
print :
ortype. | Cityostown,state, ’“‘é""g’ 20037 C Section 4S€2{aX1) trussts Fifing this forrm in Beg of Form
Ty Ve Lo 1041, checkhers » ] {sme instruction G103,

D Check typs of organitation—Ezempt under sectiond [ 501¢c)( 3 }insert number), OR  » [ section 4947(a)(1] trust

E Accounting method: (] Cash Xj Accrual [] Other {specity} »

Check here if application for
exemption is pending

Y

F s this a group return {see instruction J} filed for affiliates? . -Oves BlNo | G If “Yes” to either, give four-digit group exemption
If *Yes,” enter the number of atfiliates for which this return is filed number {GEN} »
is this a separate return filed by a group affifiate? . « [0 Yes B No

H{ Check here if your gross receipts are normally aot more than $25,000 (see instruction B11}. You de not have to file 2 completed rotumn with IRS but
should file a return without financial data if you were mailed a Form 990 Package (see instruction A). Some stales may require a compteted retum.

I ] Check here if gross receipts are normally more than $25,000 and line 12 is $25,000 or less. Complete Parts [ (except lines 13-15), [[I, IV, VI, and VII
and only the indicated items in Parts Il and V {see instruction 1}. [t line 12 is more than $25,000. complete the entire return.

S$01{cX3) erganizations xnd 454 T{a}{ 1} trusts must siso complete snd stiach Schadiude A (Form 393]. (Se4 Inatructions.} Thass columns are optionsl—
Statement of Support, Revenue, and Expenses — Itruction -
m and Changes In Fund Balances Ay Total "’z‘.’:&"ﬁ"" m
1 Contributions, gifts, grants, and similar amounts recetved:
& Oirect pubﬁc support 5 ;?37 ,274 4; 902 '133 835 ? 141
b Indirect public suppart .
c Government grants . e e e e e -
d Total {add lines 1a through 1¢} (attach schedule—see instructions). 5,737,274 ] 4,902,133 | 835,141
2 Program service revenue {from Part IV, linef). . . . . . 240,000 2401@
3 Membership dues and assessments . 3,369,787 1 3,368,787
4 [nterest onssvingy-gnd-temnorsrecasitimogstrngr 617,042 229, 883 387:159
§ Dividends s RCrEs-RONTEEORNES | 1073
6a Gross rents. ..
-1 bd Minus: rental expenses .
s ¢ Net rentai income (loss). e e e e e e
é 7  Otherinvestment income {Describe & )
© | 8a Gross amount from sale of Securties Other
; assets otherthaninventory . [ 5,011,814
g b Minus. cost or other basis
a and sales expenses Sch%1"| 4,669,296
» ¢ Gain (loss) (attach schedule) 342,518 342,518 269,685 72,833
9  Specislfundraising events and activities {attach schedule—see instructions):
a Gross revenue {not including $
of contributions reported on fine la}.
b Minus: direct expenses . .o
¢ Net income (line Sa minus line Sb) .
10a Gross sales minus returns and allowances _
b Minus: cost of goods sold (attach schedule) .
¢ Grossprofit{loss) . . . . . . .
I1 Otherrevenue({fromPart ¥, linegy . . . . . . . . . . e -
12  Total revenue {add lines 1d, 2, 3,4, 5, 6¢, 7, 8¢, 9¢, 10c.and 11) . 10,540,776 § 9,138,306 | 1,402,470
13 Program sewvices (from line 44, column (B)) (see instructions) . 6,926,527 6,817,703 108,824
g 14 Managementandgeneral(from line 44, column{C)}{seeinstructions) 773,731 660,579 113,152
£ |15 Fundraising (from line 44, column (D)} (see instructions) . 308,503 308,503
3 116 Pl WG A b o g dhral g g -inrytrarebing - {265,059} 265,059
17 Total expenses (add lines 16 and 44, column (A)) g,008,7611 7,521.726 487.035
§ 18  Excess (deficit) for the year (subtract fine 17 from line 12} 2,832,015 ¢ 1,616,580 915,435
g €119  Fundbalances of net worth at beginning of year (from line 74, column (A)) . | 13,164,335 1 7,361,662 | 5,803,273
g 3 20 Other changes in fund balances or net worth {attach explanation} | -
21  Fund balances of net worth at end of year (add lines 18, 18, and 20) 15,696,950 | 8,978,242 | 6,718,708

For Paperwork Reductien Act Notice, see page 1 of the Instructions.

Form 990 (1985



L}
- L4

. M _ }
ram990(i986) _The Humane Soc sty of the United States #53-02255390 Page 2
m Statement of All organizations must complete column (A). Columnns (B}, (C). and (D) are required for most sections
Functionai Expenses 501(c)3} and {c}{4) arganizations and 494 7(a){1} trusts but optional for athers. (See instructions.}
inciud ed on li m na "
8o 5 96 100 or 16 et part e Ay Teul Cy €haanegere | (0) Fundraiing
22 Grants and allocations (attach scheduleﬁ.Ch.- n2n 211,986 211,986
23 Specific assistance te individuals . ..
24 Benefitspaidtoorformembers, . . . . . .
25 Compensation of officers, directors, ete. . . . . 534,000 379,000 116,000 39,000
26 Othersalariesandwages. . . . . . - . . 1,766,870 | 1,541,367 218,253 7,250
27 Pensionplancontributions . . . . . . . . 29,960 25,017 4,344 593
28 Otheremployeebenefits . . . . . .. 137,377 114,709 19,920 2,748
29 Payrolitaxes. . . . - . - . . . . . . 165,314 138,037 23,871 3,306
30 Professional fundraising fee! .
31 Accountingfees. . . . . . . S e HE . 3 |
32 Legalfees . . . . . . . . . . . . . 30776327 60,175 47,166 291
33 Supplies . . . . . . . . 131,857 111,147 18,200 2,510
w[34 Telephore . . . . . . . . . . 1 .. 112,368 93,828 (- 16,293 2,247
235 Postogeandshipping . . . . . . . . . .| 173,692 [ 149,2541 21,476 2,962
a 36 OCoUpanty . . . . . . . e . e e e 142,526 115,727 24,027 2,772
o 37 Equipment rental and maintenance . . . . . 28,726 23,987 4, 15_§ 574
38 Printing and publications . 402,450 336,046 58,355 8,043
39 Travel. e e e e e e e e 265,563 231,379 30,040 4,144
40 Conferences, conventions, and meetings . . . 52, 852 44,144 7. 6§§_ 1,057
41 Interest . . . . . e e e e e 20,307 16,956 2,945 406
42 Depreciation, depletion, etc. (attach schedule) . . 132,237 110,418 139,174 2,645
43 Other expenses (itemizegi B eriassemanne —
b ] SCh?Eiul E"” ______________________ 3,593,029 [ 3,223,350 141,736 227,943
o ¢ I
L PP
B iiiiiesemveamcccceecesesscammmmrTetaames
b et eecmceves i m—————
44  Total functional expenses (add lines 22 through 43)
Otganizatians compieling columns B-D, carry these fatals to lines [3-15. 8,008,761 | 6,926,527 773,731 308,503

2L Statement of Program Services Rendered

List each program service title on lines a through d; for each, identify the service output{s) or product(s). and ONEW?;'H
report the quantity provided. Enter the total expenses attributable to each program service and the amount of g,‘,,:g;'w*;‘_";“,

grants and allocations inciuded in that total. (See instructions for Part lIL.) imtruchpns)
s Humane BEducation, membership and program services

"""""""""""""""""""""""""""""""""" (Grants and altocations § 211,986 y| 4,285,627
b Cruelty investigation and litigation

"""""""""""""""""""""""""""""""""" {Grants and afiocations 3 y| 711,570

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------

"""""""""""""""""""""""""""""""""""" {Granis and ailocations$ )| 1,929,330
“« °
__((_‘;rantsandanocanonst """"""" Y
& Other program service activities (attach schedule} , | |, |, . . . (Grants and aflocations $ }

f Total (add lines a through e} (shouldequallined4,column(B)} . . . . . . . . . . . . . . . . . 6,926,527




BGES TAX FOAME, Clw, love MOS) (1K) FT6-000t

om &158 Application for Extension of Time To File OMB Ne. 15450148

(e Octodar 1986) U.S. Parinership, Fiduclary, and Cartaln Exempt Oeganization Returng e
Reverie Servs > Flls a separate application for sach returs.

Mm Nsme
v MUME 1ED STA
Number an¢ siawt (or P 0. Box number of mad o not deirvered 1o strent address)
e g\ /00 L srggzm A
Caty or tow, state, and IP cote (.mm
BN | Wash et - D.c. 30037 SFAIRETD

{S corporations filing Form 11208, political or exempt organizations fillng Form 1120-POL, ¢co
organizations filing Form 990-T, or farmers’ cooperative assoclations filing Forrft 990-C, use FomL'?OO;?}ou" exempt

1 Anedtensionoftimeunti  OCTORER 5., 1987 ... is requested in which to fle (check only one):
O Form 1065 O Form 1041-A Form 4720 O FormS90-T (401(a) trust) 3 Fom990-8L
O Form 1041 (estate) O Form 1041S O Form5227 O Form 930-PF O Form 6069
O Form 1041 (trust) 0O Form3520A & Formasw 5 roros e £ (otner than 4U1(a) trust)

Check here p [, if organization does not have an office or place of business in the United States.

2 For calendaryear 19 £(p _, or other tax year beginning ... verssrascrecenean . andending .

3 Has anextension of time to file been previously granted for this taxyearr . , . . . s s e v e e o .8 Yes O N

4 State in detail why you need the extension. AVVITIONAL, THNE. 15 STILL MCELL L. IN. SRDER. 7O Conif L €TE

Tt AT OF THE. FINANCAL STATEMENTS,, WK ALE. MECETALY. (AL THE. FEAALAT Hk).
L SOET). TR0 A5 SOM AS. THE KELAUNNE AEA),_(TENTS ALE FESOUVED,, 4. COOPLETE

D ACCLRBTE. RETULY, CH-BE. FROVTLY,. fTE R, .
Sa if this form is for Form 1041, 4720, 5227, 6069, 990-BL, 990-PF, or 990-T, enter the total unpaid tax
estimatedlobedueontheretura . . . . . . . . . . . .. . . e e . I § /V/A
& if an estate, filing this form for & tax year beginning before January 1, 1987, enter at feast 1/4 of the amount
onfineSaandpaywiththisform. . . . . . . . . . . . . . .. .. . . /.

€ AN others (othet than estates uting fine 5b), enter the total amount from line 52 and pay with this form (see the instructions) $__A//4
Caution: Inferest wili be charged on any tax not paid By the regular due date of the returns fited on forms listed on Hine 53 above until the

1ax i3 paid,
Signature and Verification
Under penalties of perjury, | declare that [ have examined this form, including accompanying schedules and statements, and to the
best of my knowledge and befief, it is true, correct, and complete; and that | am authorized to prepare this form.

sqer gl EINLl, (7Y s g7 LIRS
{RS will shaw below whaethser or not your spplication Is spproved and will return the copy. K

to Applicant—To Be Completed by IRS
We HAVE approved your application. (Plesse attach this form to your return.) (0 8 1 4 ‘[987
D We HAVE NOT approved your application. (Please attach this form to your return.)
Hawever, because of your reasons stated above, we have granted 3 10-day grace period from the date shown below or due m of your

return, whichever is later. This 10-day grace period is cansidered to be a valid extension of time for purposes of ¢
required to be made on timely filed returns. P\
O we HAVE NOT approved your application,
After considering your reasons stated above, we cannot grant your request for an extenslon of time to file. (We are not granting the
10-day grace period.)
D We cannat consider your application because it was fited after the due date of your retum.
O Other . ....... covenane verreeccenemansanas sommceennenn oo

# the copy of this form is to be returned to an address other than that shown above, please enter the address where the
copy should be sent.
Name

m MMMIM(UP.&&WHM.MMMMM
« | 430l CoNNEcTicUT AVE., N-W. SOUITE 422

Print or town, siste, snd 1P tode

L -

Tas Paperwark Reduction Act Notics, see back of form. Frrm JTRR oo 2 s



. {
toreg3001386) The Humane Sociecy of the United States #53-0225.40 Page 3
X[ Program Service Revenue and Other Ravenue (State Nature) g Rt

8 Fees_ from goveinment BEenciEs .+« « « v 4 4 4 0 4 4 0 4 e e e a4 _
s Sales of Diteratire amd other’ ' "1 1T T 240,500
€ ottt sean e mt—meeenerettaetteaantanat e e et eaneeetnnniaaner—nraen e :
P
L

¥ Total program sesvice revenue (enter hare and on line 2)
__& Total other revenue (enter here and an ling 113

-----

R R

Datance Sheets

i lne 12 or Column (B) of tine 59 iz mors than $25,000, complete the éntire balance shest. if line 12, Part |, and
Colymn (B) of tine 59 are $25,000 or tess, you may complete only lines 59, 66, 74, and 7%. See instruclions.

End of year
Hote: g‘m‘%ﬁ%’%‘%ﬁ ﬁpm-mmfnwmumm iy | ™ Beginning (G) Unrestricted/| (D) Restriciedy
schodules should be for end-of-year amounts oniy. of ye (8) Tatal Expendable | Nonexpendable
Assats 1,541,619] 3,333,877] 2,301,270} 1,032,607
45 Cash—non-interast b&aﬂn ’ ' ’ ; ) ) ’ )
4: Savings a:d temparary casE éﬂmgg,,nu 1,797,960} 3,072,438] 1,138,519 1,933,919
47 Accounts receivabla >
minus allowance for doubtful accounts b, 18,651 98,058 96,010 2,048
48 Pledges receivable »
minus allowance for doubtful accounts
49 Grantsreceivable . . . . . . . . . . . . . ..
S0 Receivables due from officers, directors, trustees, and key
employees (attachschedutey . . . . .« . . . . .
81 Ciher notes and loans receivable b
minus allowance for deubtful accounts » 434,972y 128,084] 116,383 11,701
82 Inventories forsaleoruse . . . . . . . . . .
39,741 34,058 34,058 -
53 Prepaid expenses and deferred charges . . L J * .
84 investments—securities (attach schedule) . Sch. Ye" ' I'7,007,915| 6,160,369| 3,069,899 3,090,470
S8  lovestments—land, buildings and equipment: basis»
minus accumulpted daprecialion {attach schadule) . .
8 Inves‘lmants—othar{aﬂuhscheduli) ai ng-h . 1,006,001} 1,321,709 1,321,709
§7  Land, buildings and equipmink: basiz 5 598 418 Sch."9
minus accumutated depeesialivg 11,755 attach scheduln) . | 1,780,090 ) 1,726,663 1,726,663 -
mmm,m ’——_6171'.._'1:!2031 120,691 44,046 16,218 27,828
9 Total assets (add lines 45 through 68) . . . . . . . . 3,747,640 15,913,302 8,499,020] 7,320,282
Liabllities
60 Accounts payable and accrued expenses. . . 548,139 177,254 167,000 10,254
61 Gewtspaymee Interfund accounts , | | | | . {691,320} 691,320
52 Support and revenue dasignated for future periods {attach schedule) .
63 Loans from officers, directors, trustees, and key employees
(attachschedul®) . . . . . . . . . . . . . . .
84 Mortgages and other notes payable (atiach schedulﬂch. "1Q" 9,586
€8 Otherliabilitesy Deferred income = | 25,0000 45,098 45,098
&6 __Total liabilities (3dd lines 60 through 65). . . . . . . . 582,705 2223521 (479,222] 701,574
Fund Bafances or Nat Warth .
Organtzations that usa fund accounting, check hare » [} and com-
plete lines 67 through 70 and lines 74 and 75.
673 Curmrent unrestricted fund e e e e 8,978,2421 8,978,242
b Currentrestrictedfund . . . . . . . . . 22,287 6R4,313 £84,313
68 Land, buildings and equipmentfund . . . . . . . . .
€3 Endowmentfund . . . . ... . . . . . o4 . . . 6,410 6,406 6,406
70  Other funds (Describe » Aﬁnu:l.ty & Trust ). 5,774,576 { 6,027,989 6,027,989
Organizations that do not use fund sccounting, check hers » [
and complete lines 71 through 75.
71 Capitalstockortrustprincipal . . . . . . . . . . .
72 Padinorcapitalsurplus . . . . . . . . L L . .
73 Retained eamings or accumulated incoms . . . . . . . H_
74 Tota! fund balances or net worth (sea instructions) . . . . |L2¢164,335115,696,950] 8,978,242] 6,718
75 Total liabilities and fund balances,/net worth (ses instructions). . |13,747,640 115,919 ano| 8,499,020

7,420,282 {7/




“porm 9901906 The Hunane. Jciety of the United States §53-.425390 Page 4
List of Cfficers, Directors, and Trustees (List sach officer, director, and trustee whether compensated or

not.) (See instructions.)
Nama snd sddress houCs Per ek {C} Compenaation
o ! mnpt;‘m any) m “?Mm.m -

-----------------------------------------

-----------------------------------------

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

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

-----------------------------------------

Other Information

76 Has the organization engaged in any activities not previously reported to the Internal Revenue Service?
it *“Yes," attach a detailed description of the activities.

77 Have any changes been made in the organizing or governing documents, but not reported to IRST .

If “Yes,” attach a conformed copy of the changes.
78 a Did the organization have unrelated business gress income of $1,000 or mare during the year covered by this return?
b If “Yes," have you filed a tax return on Form 990-T, Exempt Organization Business Income Tax Return, for this year?
¢ If the organization has gross sales or receipts from business activities not reported on Form 980-T, attach a statement
explaining your reason for not reporting them on Form 990-T,
79  Was there & liquidation, dissolution, termination, or substantial contraction during the year? (See instructions.)
H “Yes," attach a statement as described in the instructions,

80 Is the organization related (other than by association with a statewide or nationwide organization) through common [
membership, governing bodies, trustees, officers, etc., to any other exempt or nonexempt pégamution? (See mstmctrpns ).
IfYes,” enter the name of the organization ™ ___ i, W. - .? ................

___________________________________________________ and check whetheritis (& exemptOR [ nonexempt.

81 a Enter amount of political expenditures, direct or indirect, as described in the instructions . . . 1 nmne

b Did you file Form 1120-POL, U.S. income Tax Return for Certain Folitical Organizations, forthisyear? . . . . . .
82 Did your organization receive donated services or the use of materials, equipment, or facilities at no charge or at.

substantially less than fairrental value?. . . . .
if “Yes,"” you may indicate the value of these items here Do not mclude thts amnunt as support
in Part L or as an expense in Part . See instructions for repartinginPartlll, . . . . . . » [ n/a

83 Section 501(cX5} or (6} organizations.—Did the organization spend any amounts in attempts to influence public
opinicn about fegislative matters or referendums? (See instructions and Regulations section | 162-20{c}.) .

It "Yes,” enter the total amountspent forthispurpese . . . . . . . . . . . . . . LIMG
84 Section S0I{cX7) organizations.—Enter amount of:
# Initiation fees and capital contributions includec on line 12 . . . . e e n/a
b Gross receipts, included in line 12, for public use of club facilities (see mstruct:ons} . e nla

¢ Does the club’s governing instrumant or any written policy statement provide for discrimination against any person
because of race, color, or religion? (See Instructions.} Ve e e e e s

85 Section 501(cX12) organizations.—Enter amount of:
a Gross income received from members or sharehoiders . . . . n/la
b Gross income received from other sources (do not net amounts due ot pald to other sources
sgainst amounts due or received from them) . . . e e e e n/a

86 Pubiic interest law firms.—Attach information descnbed in tha msttuctmns
87 istthe sta:es with whlcha eopyaf this return is filed » NY; _,H_q  CP; IL; MN; -_I:[_I_g"‘fés_ MD; OH; CA

89 Thebooks areincareof »_ASSistant Treaswrer ... Telephone no. » (202)_ 45221100 ____

Located at » 2300~ t, N. W., W i n, B, C. 20037

i Y. re that auminad this return, inclding x.pom ng schedules and statements, and to the best of my knowtedge m
Please piete. Opbtaration of praparer {cther than nﬂmr} alt formation of which  which prapacer has any knowledge.
Here Signature of atficer j
. Dl Chack

"R EE " =
{‘:’g‘;’ Fum's name {or ) P code meenct 0

n amtenpioesy P Thomas Havey & (h. 362131796

poiehevn ~4301 Conn, Ave., N.W,, Wash., D.C, 20008 5
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*  SCHEDULEA Organization Exempt Under 501(c)(3) OMB No. 15450047
(Form 990) (Except Private Foundation}, 501(e), 501(f), 501(k), or Section 4947(a)(1} Trust
Department of the Tressury Supplementary information ‘ﬂ @ 8 6
Intemmat Revenue Service » Attach to Form 990.
Name Employar antification numbar
The Humane Society of the United States . 53 : 0225390
Compensation of Five Highest Paid Employses
Other Than Officers, Directors, and Trustees (See specific Instructions)
Title and average [« b to Exp. account
Name st address of employees paid more than $30.000 hours per week Campersaton empioyen and other
_ devoted to postion beneiit plans aliowances
Michael Fox Scientific Directpr
*TZ1007="LBEV WU Washk, B.C.77] 40 hrs. 59,000 3,076 —
Ben Hayes Director of Membexrships
21007 S LTSEV,NWL WasH BT 40 hrs., 34,000 3,011 —
Frantz Dantzler Regional Director
21007 0TBE L NUWL Wash L BLC T 40 hrs. 35,000 3,008 -—
L MarthaHamby ] Director of Fed. legislation
2106 - L St. ,N.W.,Wash..l) C. 40 brs, 33,500 1,141 -
Jom Dormexrs Regmnal Director|
T30 -1 SE. N.W. Wash. ,D.C. 3 000 —_—
Total number of other emp[oyees paid over ,;; ’:::im;;w%g/ "
$30.000. . . . I 12 ;{:%Z /’E/’ g

COmpensat!on of Five Highest Paid Persons for Professional Services
{See specific Instructions)

Neme and address of persons pasd mare than $30.000 Type af service Compernsation

J.r G i ".- AR A
Totai number of others receiving over 530 000 ftg None 7/ ) /;': ’ ‘y%:{ 7 /:: 7 /;’ f;f ’/ "; //,I,;,:
professionai services . . . . - - - - - fz// i .

I Stotements About Activities

1 During the year, have you attempted to influence national, state, or local legislation, including any attempt to
influence public apinion on 3 iegislative matter or referendum? . . . . . . . . . . S O |
If "Yes,* enter the total expenses paid or incurred in connection with the [eg[s[atwe activities $ i
Complete Part VI of this form for organizations that made an election under section 501(h} on Form 5768 or other
statement. For other organizations checking ““Yes,"” attach a statement giving a detailed description of the [egrs[atwe
-~ activities and a classified schedule of the expenses paid or incurred. R
.7 2 During the year, have you, either directly or indirectly, engaged in any of the, following acts with a trustee, d:rector 7 ,.;/
principal officer or treator of your organization, or any crganization or corporation with which such person is
affiliated as an officer, director, trustee, majority owner, or principal beneficiary;

" 8 Sale, exchange, orleasingofpraperty? . . . . . . . . . . . e e e e 4 e e e e e e
N\ b Lending of money or other extensionof credit? . . . . . . . . e e e e e e e
Furnishing of goods, Services, Or TACLES? . . . . . . « . « & » o« 1 o TTTTRAT o
d Payment of compensation (or payment or reimbursement of expenses if more than $1,000)? See Foz:m 990 .
e Transfer of any part of yourincome orassets? . . . . . . . . . . . .. /P art VI S
gw It the answer to any question is “Yes,"” attach a detailed statement explaining the transacttons i ”’“” .
&/ 3 [Dgyou make grants for scholarships, felowships, student oans. ete.? . . . . . . . . . . . . . . .-
4 Attach a statement explaining how you determine that individuals or organizations receiving disbursements from you %
in fyrtherance of your charitable programs qualify to receive payments. {Ses specific instructions Tt

For Paperwork Reduction Act Notice, see page 1 of the separats Instructions to thisform. Scheduls A (Form $90) 1986
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, The Hum  Society of the United States  ~0225390
Schedide A (Form 990} 1986 - Page 2
Reason for Non-Private Foundation Status (See Instructions for definitions)
The crganization is not a private foundation because it is (check applicable box; please check only ONE box):
D ! A church, convention of churches, or association of churches. Section I70(bX 1 AXi).
D 2 A school. Section 170(bX1XAXii). (Also compiete Part ¥, page 3.}
3 A hospital ora cooperative hospital service organization. Section 1 70(b){1}AXiii).
A Federai, state or local government or governmental unit. Section 170(b} 1 XAXv).
5 A medical research organization operated in conjunction with a hospital. Section 170(bX1XA)ii). Enter name, clty, and state
ofhospitalb- ,,,,,,,,,,,

10 E| 6 An organization operated for the benefit of a college or university owned or operated by a governmental unit. Sectign
17Q(bX IXAXiv). (Alsc complete Support Schedule.}

we~Nnw

11 7 An organization that normally receives a substantial part of its support from a governmental unit or from the general public,
Section 170(b)X1)(AXvi}. (Also complete Support Schedule.}
12 8 An organization that normafly receives: {a) no more than 1/3 of its suppart from gross investment income and unrelated

business taxable income (less section 511 tax} from businesses acquired by the organization after Jure 30, 1975, and (b} more
than 1/3 of its support from contributions, membership fees, and gross receipts from activities related to its charitable, etc.,
tunctions—subject to certain exceptions. See section 509(a)X2). ( Also complete Support Schedule.)

13 [j % An organization that is not controlled by any disqualified persons (other than foundation managers) and supports organizations
described in {1) boxes 5 through 12 abave or (2) section 501(cX4). (5}, or (6} if they meet the test of section 509{aX2). See
section 509(a)3).

Provide the foliowing information about the supported organizations. (See instructions for Part [V, box 13.)

. {b} Boxnumber
(a) Name of supported organizations . from above

14 D % An organization organized and operated to test for public safety. Section 508(a)(4). {(See specific instructions)

Suppoart Schedule (Compiete only if you checked box 10, 11, or 12 above) Use cash method of accounting.

‘%W Calendar year (or fisca (a) {b} {c) ) (e}
year beginning In) » 1985 1984 1983 1882 Total
15 Gifts, grants, and contributions received. {Do .
not inciude unusual grants. See fine 28) . . | 4,782,416 3,386,497 | 4,034,933 | 4,311,133 | 16,514,979
16 Membershipfeesceceived . . . . [ 2,117,806 [ 1,325,450 826,386 721,570 4,991,212

17 Gross receipts from admissigns, merchandise
soid or services performed, or fumishing of
focilities in any activily that is not a business
unrelated to the organzation’s chartable, etc.,

18 Gross income [from interest, dividends,
amourtts received from payments on securities
foans {section 512(aX5)), rents, royalties, and
unrelated business taxable income {fess section
511 taxes} from hisinesses acquired by the
organization after June 30, 1975 . . . .

19 Net income from unrelated business
activities not included in fine 18 .

20 Tax revenues lovied for your benefit and either
paid toyou of expended onyour behatf . |, .
21 The vafue of services or facilities furnished to
you by a govemnmental unit without charge.
Do not incfode the value of services o
fatilities generally furnished o the publc

229,209 166,925 147,864 169,594 713,592

906,996 912,786 912,368 945,534 3,677,684

22 Other income. Attach schedule. Do not in-
clude gain {or loss} [rom sale of capital assets |

23 Totaloflines 1Sthrough22 . . . /8,036,427 [5.791.658 |5.921 5851 6,147,831 25 897 467
{%Wa Line23wminustinel? . . . . .[7,807,218 [5,624,733 15,773,687 15 978 83 g
25 Enter1%offine23 . . . . 80,364 57,917 | _ 59,214 T

26 Organizations described in box 10 or 11:
a Enter 2% of amountincolumn (e),lin@24, . . . . . . . _ . . . . . . . . .
b Attach a list {(not apen to public inspection) shawing the name of and amount contributed by each person ——303,678
{other than a governmental unit or publicly supported organization} whose total gifts for 1982 through .}985
exceeded the amount shown in 26a. Enter the sum of all excess amounts here . . -, '}fl .
{Continued on page 3}




The Humane Socfety of the Unit:ed States
. #53-0225390 _
_ Schedule A (Form 990} 1986 ' ' Page 3

Support Schedule (continued)(Complete only if you checked box 10, 11, or 12 on page 2)

N/A
27 Organizations described in box 12, page 2:

a Attach a list for amounts shown on lines 15, 16, and 17, showing the name of, and total amounts received in each year from,
each "disquaiilied person,” and enter the sum of such amounts for each year:

{1885} {1984} {1983} (1982}
b Attach a list showing, for 1982 through 1385, the name and amount included in line 17 for each person (other than “disqualified
persons”) from whom the organization received more, during that year, than the larger of: the amount on line 25 for the year or
$5.000. Include organizations described in boxes 5 through 11 as well as individuais, Enter the sum of these excess amounts for
each year:
(1985) {1584) (183) {1982)

28 Foran organization described in box 10, 11, or 12, page 2, that received any unusual grants during 1982 through 1985, attach 2 list
{not open to public inspection) for each year showing the name of the contributor, the date and amount of the grant, and a brief
description of the nature of the grant. Do not include these grants in ling 15 above. (See specific instructions)

Private School Questionnaire
To Be Completed ONLY by Schools That Checked Box 6 in Part IV y/a

29 Do you have a racially nondiscriminatory policy toward students by statement in your charter, bylaws, other
governing instrument, or in a resolution of yourgoverningbody? . . . . . . . . . . . . . . . ..
30 Do you include 2 statement of your racially nondiscriminatory policy toward students in all your brochures,
catalogues, and other written communications with the public dealing with student admissions, programs, and
scholarships?

31 Have you publicized your racially nondiscriminatory policy by newspaper or broadcast media during the period of
salicitation for students or during the registration period if you have no solicitation program, in a way that makes
the policy known to all parts of the general communityyouserve? . . . . . . . . . . . . . . .
If “Yes,” please describe; # "No,'” please expfain. (Iif you need more space, attach a separate statement)

P - s - - . . . . . - . . . . . - . - . . . - . P Y .

32 Doyou maintain the following:
a Records indicating the racial composition of the student body, faculty, and administrative statf? . . . . .
b Records documenting that scholarships and other financial assistance are awarded on a ractally
noendiscriminatorybasis? . . . . . . . . . . . . . . P - -1
¢ Copies of all catalogues, brochures, announcements, and other wntten communications to the public dealing
with student admissions, programs, and scholarships? . . . . . . . . . . . . . . . . . . . .{3£L
d Copies of ali material used by you ar on your behalf to solicit contributions? . , . . . . . . ..

lf you answered “No" to any of the above, please explain. (if you need more space, attach a separate
statement.)

b
w

Do you discriminate by race in any way with respect to:

Students’ rightsorprivileges? . . . . . . . . . . . L L L L Lo h e e e e e e .
Admissions policies? . . . e e e e e e e e e e e e e e e e e e e e e e e
Employment of faculty or admlnstratwe -3 11
Scholarships or other financial assistance? (Seeinstructions} . . . . . . . . . . . . . . . . .
Educationalpolicies? . . . . . . . . . . . . . e o e e e e e e e e e e e e
Useoffacilities? . . . . . . . . . . . . . . . . . . e e e e e e e e e e e e
Athletic Programs? . . . . . . . . e e e e e e e e e e e e e e e e e
Other extracurricular activities? . . . . . . . . . . . . . . . e e e e e o .. |3

It you answered “Yes™ to any of the above, please explain. (If you need more space, attach a separate
statement.)}

TR -8 anpgwe

w

h

34a Doyou receive any financial aid or assistance from a governmentalagency? . . . . . . . - . . . . .
b Has your right to such aid ever beenrevokedorsuspended? . . . . . . . . . . B £ -
If you answered “Yas” to either 34a or b, please explain using an attached separate statement i

35 Do you certify that you have complied with the applicable requirements of sections 4.01 through 4.05 of Rev. Proc. 75-
50, 1975-2 C.B. 587, covering racial nondiscrimination? If “No.™ attach an explanation. {See instructions forPart V). -




.¥he Humane Society of the ﬁntted Statea “ #53‘-0225390

39 Other exemp! purpose expenses (See Part VI instructions} .

40 Total exempt purpose expenses (add lines 38 and 39) (See lnstructlons) .o

41 Lobbying nontaxable amount. Enter the smalter of $1,000,000 or the amount determined under
the following table—

If the amount on line 40 is— The lobbying nontaxable amount 15—

.s:nmurummwos Prge 4
Labbying Expenditures by P ubllc Chartties {See instructlons)

(Ta be completed ONLY by an eligible organization that filed Form 5768)
Checkhere p a ! If the orgamization belongs ta an affiliated group. {See instructions)
Checkhete p» b If you checked a and “limiteg control™ provisions apply. [Seg instructions)

Limits an Lobbying Expenses "*""N(:gsrpun To oe compleqed for ALL
tatais HECIng DPE Mkt

36 Total{grassroots) lobbying expenses ta influence public apinion Sehadule "PZY | 131, 316
37 Total lobbying expenses ta influence a legisiative body Schedule, 127, 129,288
38 Total lobbying expenses (add lines 36 ano 37) | 260, 604

Nol over $500.000 . . % of the amount on tine 40, . ..
Dwer $500.000 byt not over $1.000, NID . $100.000 plus 15% of the excess over $500, IIDO
COver $1.000.000 but not ower $1,500.500 . . S175.000 plus 10% of the excess over $1,000.00
Over $1.500.000, . . $225.000 plus 5% of the excess over Sl 500.000 s
42 Grassroots nontaxable amount [enter 2596 ofline4l) . ; 133,753
{Complete hines 43 and 44, File Form 4720 il eithers line 36 exceeds ling 42 o1 hne 38 uceeds ﬂlli ll }
43 Excess of lina 36 over line 42 e, ==
44 Excess of line 38 over line 41 N T alle
4.Year Averaging Period Under Sectlon 501(h).
{Some organizations that made a section 5Q1(h) election do nat have to complete all of the five columns
below. See the instructions for lines 45.50 for details.)
Lohbying Expenses Durlng 4-Year Averaging Perlod
Calendar year {or fiscal () (b) {(e) {d) (e)
year beginning in) » 1986 1985 1934 1983 Total
45 Lobbying nontaxable amount (See _
instuctions) . . . 8 [ 9 353, 302 1,779,932
46 Lobbying ceiling amount (150% of
line 45{e)) . . 669,898
47 Total lobbying expeuses (See
msfructions) . . . : 260, 604 249,241 346,024 246,243 11,100,112
48 Grassrools nontaxable amount {See
instruetions) . 1.820 99085 88 & Lid 984
49 Grassroots ceiling amount (150% of
line 48(a)) . . . 667,476
50 Grassroots Iobbymg expenses (See
insiructions) . . 131,315 74,934 98,217 49,097 353,564

w1 & AAYEDNUFYT BRINTINT ATISE 1eAY Humy



THE HUMANE SOCIETY OF THE UNITED STATES

FORM 990
1986 #53-0225390
SCHEDULE "1"
Part 1, Line 8
Gross Cost or Gain
Sale of assets other than inventory Sales Price Basis {Loss)
Marketable securities $5,011,.814 $4,669.296 $342,518

10



THE HUMANE SQCIETY OF THE UNITED STATES
FORM 990
1986 #53-0225390
SCHEDULE *2*%
Part II, Line 22 - Gifts to Other Organizations
National Coalition to Protect QOur Pets $ 15,000
Turtle Back Zoo 300
U.S.B.A. 1,000
A.S.P.C.A. 1,500
Michigan Humane Society 35,000
Animal Rights Network 3,000
World Society for Protection of Animals 5,000
Pacific aand Northwest Animal Comtrol 75
Jean E. Swanson 687
Friends of Washoe 1,000
Incarnate Word College 25,000
Halt/Pet and Wildlife Preserve 1,000
People for Animal Rights 500
Minitor 2,000
Auimal Legal Defeuse Fund 100
Natiounal Truet for Protection of Animals 2,000
~H.5.P.A. e 5,000
St. Bubert's Giralda Ng_g_”
American Horse Protection Association 1,0
Humane Educartion Research 1,000
American Foandouck 2,274
Association of Veterimarians 1,300
Irish Society for the Prevention of Cruelty to Animals 5,000
Council for Livestock Protection 5,000
Other miscellanecus gifts to other societies 90,250
(?A}r{g_ 211.98

» gfﬁ’\gﬁl
*6kxxi& L\Q;

’b



el Pt} Eemg el e Y

- e e = . - . . - - e - v rAi— N perrear-- FAL ko
+FtUsRA 300.00 L00 1-%230-11 TURTLE EACK 100G ¢ ge
- s7i%708 14000.00 .00 1-%280-11 USPA . (32
IT- 72 TR 1+%00.0¢8 W00 1-4230=12 ASPRR ve
&721765 B,000.00 Le8 -w232=11 MICHIOAN HUMANE SOCIETY 124
- 4729/086 $+250.00 (00 Les2%0-11 RHIFAL AIGHTS ACTWORX ct
/10786 1+250.00 L00 L-&2%50=1) AHIMAL RIGMTS HETUORK cr
L/2%786 7+500.00 .00 1-%230-11 HATIOMAL COALITION TO pROTECT PEIS 44
- t/23/86 ~S53000.00 .00 L-s3%p-}1 WORLD SOCIETY FOR PROTECTION oF ANIEALS  CC
grse1/86 T35.00 + 00 1-%2%0-11 Pactrtc—Iﬂﬂ‘ﬂuuTﬂttST—tﬂ+aAL.:cn!nnL_, (44
B/31/86 55008,00 .80 1-4280=11 GIFTS 30 OTHER SOCIETIES COR=
- 5/03786 42%3.5% .08 1-%230-11 JEAN E SWANSOM an
9/09/86 1¢2%0.00 L00 1=43%0-11 AHINAL RIGHTS NETWORK L4
sr11/86 1+000,00 .00 I-»2%0-11 FRICNED OF RASHOC cc
- 9r30/06 297.00 «00 1=-4250~11 JCAN € SwWAHSOMN E=
10/02/86 2% .000.00C » G0 I1-«230=11 THCARKATE WORD COLLEGE - rRCEMAN-LET cCHR €€
1as28/0b 1.000.0¢C .00 1-%270-11 HALT/PCT AND UILOLIFL PRES £
"3 10/29786 530.00 .00 L-a2%8-11 PCOPLE FOR ANIMAL RIGHTS ce
11706786 29000.00 200 t-%236-11 MOHITOR £
1z /70%/86 1:¢23C.00 L00 1-5230-1} AN[HAL RIOHTS NCTUOAX . ce
- ::i?rns 12000 oO0 1-42%0-11 ANIMAL LEGAL DEFEHSL FUND cr
1i/12/86 2+000.00 .06 1-4230-11 ¥ATL TRUST FOR PROTECTION oF ANINALS ce
12/22/88 5+00G.00 .00 1-%238-11 WSPA cc’
- 12731786 Treroo Ty —X§1-s230-11 57 HURCRT*S GIRALDR cer
12711788 1+000.00 .00 1-8258-11 AHERICAY HCRSE PROTECTICON ASS0C . o
Fe=G.L.=C¥ T3 R R R NN R B aERERBERER T I LA L YY) LI R R L
- 1=-4250~-11 TTe161.5% ] T2el6l.4%9 200 TTskb
AR AT R B E B b b —m mmiam s emem e B oo e e -
i bo, ~ Himont Edscelran (CSCsei (.-erl'ds
25,000 - P hrges  Promoet Speet by ~edetd entlpedart o of (\o.m-ruﬂhl
SR 1 IV - LY. N Yocnnnt  Soprigtm_xf teo 2.
S.epa .- Michgan Poowar Se.ehy
P X T R U W T T e
E !;
e T nAaME AMOUNT
. .. THE AMERICAN FOHDOUK MAINTENANCE
cOoMMITTEE, INC. $ 2,274
R AMIMAL PROTECTIVE LEAGUE 1,750
THE ANIHALS® CRUSADERS, INC. 1,750
e e e ._,___—_—-—-—'__ ".' o =
ASCCIACION UHUGUAYAR DE PROTECCION A LOS ANIMALES £ 1,750
ASSISTANCE AUX AMIMAUX T 1,000
[ — ASSOCIATION FOR THE PREVENTION OF CRUELTY .
IN PUBLIC SPECTACLES 1,750 -
ASSOCIATION FOR THE PROTECTION OF FURBERRING BMIMALS 1,750~
ASSGCIATION OF VETERINARIANS FOR ANIMAL RIGHTS 1,300
BLUE CROSS OF IHDIA 1,750
BRGOKE HOSPITAL FOR RUFIMALS 1,750 - °
Lt EUND GEGEN DEN MISSBRAUCH DER TIERE e.V. 1,750
COUNCIL FOR LIVESTOCK PROTECTIOH 5,000
DUBLIN SOCIXETY FOR THE PREVENTION OF CRUELTY IC ANIMALS 1.750 -
FERKE ANIMAL SANCTUARY 1,750~
FRIENDS OF DOGS 1.750.
HELLENIC ANIMAL WELFARE SOCIETY 1,000
{ IRISH SCCIETY FOR THE PREVENTION OF CRUELTY TO ANIMALS 5,000
! LA LIGUE FRANCAISE DES DROITES DE L' ANIMAL 750
[ MISSOURL ANTI VIVISECTION SOCIETY 1,750~
HACODOCHES HUMANE SOCIETY 1,000
MATIONHAL EGUINE DEFENSE LEAGUE 1,750~
L‘ﬁw HATIONAL HUMANE EDUCATION SOCIETY ' 3,000 ?.
NILGIRT ANIMA i 5
LGIRI L. WELFARE SOCIETY - $ 1,750
HORDIC SCCIETY AQALNST PAINFUL EXPERIMENTS CH ANIMALS L.750
PEOFLE'S DISPEHSARY FOR SICK AMIMALS 1,750
sT. HUBERTS GIRALDA SHELTER AND EDUCATION CENTER : %,000
-ﬂ-—._-_"—'.__...‘—_‘l_"_—-m-———"_'_-—-_—_-::
FORI P-500 (GA P- L F .
(BREEM} P-$00 B 16U SCOTTISH SOCIETY FOR THE PREVENTICN OF VIVISECTIOR 1,750
INTERANATICHAL SOCIETY FOR RHIMAL RICHTS, INC. 1,750
socls;;xagssrﬂs PHEVENTION OF CRUELTY TO )
== FIJI 1,750
SOCIETY FOR THE PROTECTICH OF ANIMALS IN
HOHTH AFRICA
1,750
SOQUTHERH AFRICAN FEDERATION OF SPCA'S AND
AFFILIATED SOCIETIES s
1,750
) TIERSCHUTZVEREIN FUR BERLIN UHD UMGEBURG CORP. . 1,750
: MORLD SOCIETY
FOR THE PROTECTIOH OF ANIMALS 10,000
WORLD SoT
IETY FOR THE PROTECTION OF ANIMALS 20,000

2 ONERTA

7
(D: 211985.25

[, =

é\"(“': '\N- f)“ Cr Erfegma Joer b ) /3?



THE HUMANE SOCIETY OF THE UNITED STATES
FORM 990
1686 #53-0225390

SCHEDULE "3
Part II, Lione 43 - Other Expenses

Col. (A) Col. {(B) Col. (C} Col. (D)

Consultants and other services $ 139,878 $ 139,878 $§ - $ -
Data processing 54,602 45,593 7,917 1,092
Insurance and bonds ) 73,114 61,051 10,601 1,462
Taxes - other ' 60,999 50,934 8,845 1,220
Library 2,605 2,605 - -
Payments to annuitants 103,714 - 183,714 -
Cost of ational publicaticns 730,629 729,239 1,221 169

iMailing expense 2,153,330 1,929,330
; Pet action [ine 264,720 264,720
" Admiaistrative feds 9.438 -

$3,593,029 $3,223,350 $141,736 $227.943

224,000

9’438 -




Part VI

Name

John A. Hoyt
Murdaugh S, Madden
Patrick B, Parkes
Patricia A. Forkan
Phyllis Wright
Paul 6, Irwin
Moneta P. Morgan
Marecia Glaser

John W. Grandy

See attsched list of directors who served part~time

THE HUMANE SOCIETY OF THE UNITED STATES

Address

2100 L Street,N.¥., Wash,D.C.
[ 1]

without compensation.

FORM 990
1986

Title

President
Vice-Pres.
Vice-Pres,
Vice-Pres.
Vice-Presn,
Treasurer
Agst.Treas.
Asst,.Secy.
Vice-Pres,

BN

#53-0225390
SCHEDULE "“4"
Contribution Expense Accoun
Time To Employee and Other
Devoted Salary Benefit Plan Aliowances
Full § 95,000 $ 7,926 $5,000
" 6%,000 14,926 n/fa
" 50,500 7,926 ofa
" 51,000 7,926 nfa
" 44,500 6,126 a/a
" 78,000 9,926 o/a
" 50,000 2,926 n/a
" 37,000 1,126 n/a
" 59,000 7,926 n/a
$534,000  $.66,73¢ $5.000



THE HUMANE SOCIETY OF THE UNITED STATES
FORM 990
1986

$53~0225390

BOARD OF PIRECTORS

Coleman Burke, Esq.
465 Stewart Road
Short Hills, N. J.

Samuel A. Bowman

Tucker, Anthony & R.L. Bay, Inc.
120 Broadway, 33rd floor

New York, NY 10271
212/618-7658

Dr. Carol Browning
6182 South 2855 East
Ogde, UT 84403
801/479~3475

Mrs. QOliver M. Evans
3045 P Streez,N. W,
Washington, D. C. 20007
202/338-~8037

Miss Regina Bauer Frankenberg
31 East 72nd Street, Apt. 9B
New York, NY 10021
212/488-4126

Harold H. Gardiner
Gardiner Advertising Agency
P. G. Box 30

Salt Lake City, UT 84110
801/364-5600

Jack W. Lydman

2815 Que Street, N. W.
Washington, D.C. 20007
202/965-1310

Mrs., Virginia (Pat) Lyach
98 Clarendon
San Prancisco, CA 94114
415/566-6616

SCHEDULE 4%
(Continued)
Mrs. Cherie Mason
Goose Cove Road
Sunset, ME (4683
207/348-6971

John W. Mettler III

Seminole Asset Management, Inc.
950 Third Avenue

New York, NY 10022
212/752-1855

John G, Moshner

USTA, Racm 550

400 C Street, 5. W.
Washington, D. C. 20547
202/485-2275

Mrs. Susan Pepperdine
6512 West 49th Street
Mission, KS 656202
$13/831-0725

0.J. Ramsey, Eaq.

Ramsey, Moore, Morrison & Keddy
10399 O0ld Placerville Road
Sacramento, CA 95827
916/362-8800

Mrs. Marilyn G. Seyler
815 Dickson Parkway
Mansfield, OH 44907
419/756-7559

John Kelly

WXYZ-TV

20777 West Ten Mile Road
Southfield, MI



THE HUMANE SQCIETY OF THE UNITED STATES
FORM 990
1986

#53-0225390

BOARD OF DIRECTORS

Migs Alice R. Garey

2030 Carriage Lane
Arroyo Grande, CA 93420
805/849-5382

Ms, Gisela Karlan
6 Pepper Road
Towaco, NJ 07082
201/263-8255

William Kerber

4000 Cathedral Avenue, N.W.
Washington, D. C. 20016
202/338-7654

Dr. Amy Freeman Lee
127 Canterbury Hill
San Antonic, TX 78209
512/816-1747

SCHEDULE "%
(Continued)

Everett Smith, Jr.
Quaker Ridge
Greenwich, CT 06830
203/661-0004

Mrs. Brook Speidel
2531 Eye Street, N. W,

. Washington, ‘D. C. 20037

202/965-5546

Roebert F. Welborn, Esq.

Welborn, Dufford, Brown & Tocley
1700 Broadway

Denver, CO 802%0-1199
303/861-8013

K. William Wiseman
P. 0. Box 120
Woolwich, ME (4579
207/443-3979
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THE HUMANE SOCIETY OF THE UNITED

STATES

FORM 990
1986

Investments in Corporate Stocks
Investments in Corporate Bonds
Investments in Government Obligatious

$#53-0225390

SCHEDULE "&"

December 31, 1986

Value

$3,682,240
939,900

1,538,229

$6,160,369



THE HUMANE SOCIETY OF THE UNITED STATES

FORM 990
1986

Part VII, Line 80

Common government body with (1)} The National Humane
Bducation Center, {2) The National Association
for the Advancement of Huwmane Bducation, (3) Boulder
County Humane Society Fund, (4) Elsa Hotrne Voss Animal
Welfare Foundatioun, (5) Alice Morgan Wright-Edith Goode
Fund, (6) Sussman Fund.

Part V, Line 56

Undivided interest in trust funds

#53-0225390

SCHEDULE "7%

SCHEDULE "8"

Baok
Value

1,321.70



€0RM 930 - Depreclation Schedul»

Reference Part II, Line 42 Schedule *9n
Name Ihe Humane Society of the United States
F. Eo It "o 53-0225390
Depreciation
o _ & ot D.Oeprrciation | - Mathed ]
A. Duscription of property &L Date scquired otonr Eave wiowed o omitiein W:% r.Uleor 9. Osducton
Land various 422,375 - - - =
_Building amd
improvements various 1,424,231 433,/b1 of/bh VAL . 57,119
“Furniture aml
tixtures various 131,197 272,873 S/L var, G LT
Transpor tation
@ T SqUIpmEnT VAL10US 20,615 12,882 /L vac. 5,153
b Total 2,598,418 | 739,518 132,237
Accumilated depreciation (871,755)
1,726,663

/9



%@w THE HUMANE SOCIETY OF THE UNITED STATES
FORM 990

1986 #53-0225390

SCHEDULE "lo%
Part V, Line 64

Due in equal installments until 1992 and secured by a
first deed of trust on the Educational Center,

Connecticut, 8-1/2% $ _9.566

SCHEDULE "}11%
Schedule A - Part IV, Line 26 (b)

Sussman Estate $2,408,115
Burford Estate ) 1,425,839

3,833,954
$503,678 x 2 (1,007,356)

2.826,.598

SCHEDULE ™12
Schedule A - Part VI, Lobbying Expenditures

Grass Roots Lobbying Direct Lobbying Total

Prof./exec. and support staff $ 11,190 $ 19,245 $ 30,435
Related disbursewments 983 4,806 5,79
Publications—direct costs 71,271 35,384 106,655
Special projects—direct costs 17,031 17,991 35,022
Indirect costs 29,036 50,062 79,098
Stationery-{est,) 1,800 1,800 3,600
$131,316 $129, 288 $260,604
Line 36 Line 37 Line 38

-
20

v



HarMon & WEISS
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158% Federal Forw 9%

The transfer frow Lhe annuitv fund to DHEC is net discliosed
anywhere; iz s&uuid be specifically listed on schedule 2, The
transfer 1g characterized as you saw in 15986 as a payment to
annpitants

Page 2 of the 9%0 contains & chart which igs designed to
allocats organizational coste by function; costs sre allocated
aEonyg program sexrvices, panagement and geneval, snd fundreaising.
ihis chart ls & trependously inportant document. Dot only is it
a part of the federal tax return which the organization is obli-
gateQ Lo file in a trethful wanner, it also serves as the basis
of Filinggs in &1l of the states where the organization vrerates,
ag the basis of the [iling with the many state agencies which
@e@k e regulate charitable solicitation {swm Tab for spegisl

discussion of problems with NY filing) and as the baslis for
£ilings with private watch-gog agencies such as national
ks
i

a8
Charvities infbhuﬁthn bBureaun. Yhile most ganizations which
Eile these forms sesk Lo report as iow 2 Lear ag ethically noo-
sible under Coluwn {03 funcnazs;nH? Heng v have qgone oo far |
£

ieeking toe report fow costs &z fundraising,

(o%
o)
e

il

Pven though John Hoyt and Pavl Irwin spend their time on
zeveral different tyrpes of achivities, prograr, managenent angd
fundraizing, they ¢o not maintain time sheats or any other systeh
to aillocate their activities to these differant ~aiﬁ%or1;uo Line
2% provides 537,000, less than 10% of the officers’ malaries, is
atiributable te fundraising, ¥hen I interviewed Mr. Hevi he
stated that none of hisz tire lg charged to fundraisingg he said
1 split evenly between education and adrinistration. ¥Vere
not under the irpression that Pr. bBoyt and Mr, lgwin spent a

u
sbatantial amcunt of theiv time fundrsiging?

i

Q

{'1 M: [

Ettached are Lthree different acoounting guides {See Tabs
,,,,, ) which giate colearliy that i% is negessary for nonprofit crga~
nizations to have a professional syste:n allocating salary
prpenses among Sifferent Drograr areas.

When 1 interviewsd Mr. Irwin, T asked him ©
Lasis on which this scheduls was prepared and
g0 ga, It ie ipporitant to note that he signs
ing under penalties of perdury that the return is
and conplete.
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THOMAS HAVEY & CQ
CERTINED PUBLIC ACCOUNTANTS -
@ 4301 Connecticut Avsaue N.W. ® Washington, D.C. 20008 & 102/946-6602
300 Bast Lombard Street & Baltimore, Maryland 21102 & 301/837-0313
30 North LaSalle Street 8 Chicago, lllinois 60602 ¢ 312/363-0300
Wambern of tha Amarican [natitute of Certifind Public Actountants

TAXPAYER: The Humane Society of the United States DATE : July 29, 1986

INSTRUCTIONS FOR FILING
RETURN OF ORGANIZATION EXEMPT FROM INCOME TAX

FOR THE YEAR ENDED
December 31, 1985

To Be Signed
And Dated By

{(X) An Officer
{ )} Trustee

(2

Amount of Tax |

RONE

Mail Return To

INTERNAL REVERUE SERVICE CENTER
(X) Philadelphig, Pennsylvenia 19255
( ) Holtsville, New York 00501
()

Return Must Be

September 15, 1986

Use Certified Mail, if sufficient time to ensure timely delivery
is unavailable.

State
Filing

|

|

|

|

|

|

|

Mailed On Or Before |
|

|

]

[

{
Requirements ]
|

Remit a copy of Form 990, signed ard dated to:
District of Colunbia, Department of Finance and Revenue
300 Indiana Avenue, N. W., Washimrton, D. C. 20001

on or before September 15, 1986.

A COPY OF THIS RETURN IS ENCLOSED FOR YOUR FILES.

SPECIAL INSTRUCTIONS:

{ ) ATTACH A SIGNED COPY OF YOUR FEDERAL EXTENSION OF TIME TO FILE TO THIS RETURN.

()

- .



a,
l'- ( v
~ 990

Department of the Treasury
Intarmal Revenue Service

c

Return(o't Organization Exem

Under section 501(c) {(except black lung benotP t trust or
of the Internal Revenue Code or sectlon 4947(a)(1) trust
Note: You may be required to use 2 copy of this return {6 satisfy State reporting requirements. See instruction D.

-

t from Income Tax

private foundation)

OMB No. 1545-0047

ﬂ®85

For the catendar year 1985, or fiscal year beginning

, 1985, and ending

Name of organization

Humane Soclety of the United States

A Emplayer IdentHlcation number (see instryction L)

gﬁns 53 . ;0225390

&I::r- Address (number and street) B State registration number (see insteuction D)
pesse | 2100 — L Street, N. W.

print City or town, state, and ZIP code

or type. ¥ ' .

Washi. ngton, D. C. 20037 C If address changed, check here | . a

D Check type of organization—Exempt under section® [3501(c}( 3 ) (insert number), OR B [T section 4347(a)(1) trust | Check here if application for

E Accounting method: [] Cash ] Accruat [ Other {specify) > exemption is pending . . b [

F Section 4947(aX1) trusts filing this form in lieu of Form 1041, check here [ {see instruction C10Q).

G Is this & group return (see instruction J filed for affiliates? . . [ves Mo | 1 Yes™ to either. give four-digit group exemption number
Is this a separate return filed by a group affiliate? - O ves & No | (GEN) >

O Check here it your gross receipts are normally not more than $25,000 (see instruction B11). You do not have to file a completed return with [RS but
should file a return without financial data if you wete mailed a Form 990 Package (see instruction A). Some States may require a2 completed return,

{3 Check here if gross receipts are normally more than $25,000 and line 12 is $25,000 or fess. Complete Parts | (except lines 13-15), 1, IV. VL. and VIf and
only the indicated items in Parts Il and V (see instruction [). If line 12 is more than $25,000, complete the entire return.

S01(c}3) organizations and $347(a)(1) trusts must aiso complete and attach Schedule A (Form 990). (See Instructions. )

These columns sre optionat—

see instructions
Statement of Support, Revenue, and Expenses — -
m and Chan;es In l!"l?nd Balances g (A Tota (mEEp;:sdtar;tem/ ﬁ?&%‘%’é
1 Contributians, gifts, grants, and similar amounts received:
a Direct public support . 4 ?82 416 4,765,416 17,000
b Indirect public support
¢ Government grants ;
d Total (add lines 1a through 1c} (attach schedu[e—see instructions} . 4,182,_416'4,165,_41 £ 17,000
2 Program service revenue (from Part IV, line f) 229,209 229,209
3 Membership dues and assessments . 2,117.806] 2,117.806
4  Interest crrsavi - ivestatend 720,473 249,617 470,858
§ Dividends wm 186,52 1
6a Grossrents | .
L4 b Minus: rental expenses
s ¢ Net rental income {loss) . e e
é 7  Other investment income (Describe ™ }
®© | 8a Gross amount from sale of Securtus Other
£ assets other than inventory . 1,293,744 14,800
g b Minus: cost or other basis:'aqcli
3 sales expenses . Sch. "1" 1,157,128 20,068
L ¢ Gain (loss} (attach schedule) 136,616 {5,268 131,348 144,269 1 21
9 Special fundraising events and activities (attach schedule—see instructions):
a Gross revenue {no! including $
of contributions reported on line 1a) .
b Minus: direct expenses %
¢ Netincome (line 9a minus line 9b)
10a Gross sales minus returns and allowances
b Minus: cost of goods soid (attach schedule} .
¢ Gross profit (loss) .
11 Other revenue (from Part IV, line g} .
12_Total revenue (add lines 1d, 2, 3, 4, 5. 6¢, 7, 8¢, 9c, 10¢, and 11). 8,167,775% 7,619,349 548476
13 Program services (from line 44, column (B)) (see instructions) 6,210,756F 6,087,549 123,207
2 14 Managementandgeneral {from line 44, column (C)) (see instructions) €88,800 517,113 111,687
€ |15 Fundraising (from line 44 column (O}) (see mstructmns) 233,765 233,765
o |16 P m[:-n"-"_ it Bt f‘i'-\ﬁ 650 4
— 117 Total expenses (add Imes 16 and 44 cqumn (A)) 7.083. 321 6. 351 777 721 544
18 Excess (deficit) for the year (subtract line 17 from line 12) . 1,084,454) 1,257,572 (123,118}
o 5 19 Fund balances or net worth at beginning of year (from line 74,
S&| columnqa) . . - | 12,080,481 6,104,090 5,976,391
& | 20 Other changes in fund ba[ances or net worth (atlach explanatmn}
21 Fund balances or net worth at end of year (add lines 18, 19, and 20} . 13,164,935 7,361,662| 5,803,273

For Paparwork Reduction Act Notice, see page 1 of the instructions,

L

Form 990 (1985)



The Humane Society of the United States #53-0225390

* Form 990 (1985) Page 2
Statement of All organizations must complete colurnn (A}, Columns {B}, (C). and (O Ired i section
m Functional Expenses 501(5?{3) and {cX4) organizations aunu 4&4)7(5)(‘;) trugt's)iért)option{a[)t:::mf(Se:'}rg?x}ctm.)
Do not include amounts reported on lines .
6b, 8, 9b, 10b, or 16 of Fart !, X Totat Cei™ | Chdmnm™ | ®Funduising
22 Grants and allocations {attach schedule)Sch., 2" 182,957 182,957
23 Specific assistance to individuals .
24 Benefits paid to or for members
25 Compensation of officers, directors, etc.. 450,300 315,350 97,950 37.000
26 Other salaries and wages. 1,613,302 ; 1,420,258 185,062 7,982
27 Pension plan contributions . 52,887 44,428 7,404 1,058
28 Other employee benefits . 134,670 113,137 15,845 | 2,688
29 Payrolitaxes. . . . . .
30 Professional fundraising fees
31 Accounting fees. 22,595 - 22,595 =
32 Legal fees . 4,613 4,613 = -
33 Supplies . .. 70,298 59,050 9,842 1,406
! 34 Telephone . . . . 88,581 14,764 2,109
= | 35 Postage and shipping . 192,910 168,083 21,724 3,103
&(36 Occupancy . . . . . . . . . . 130,914 109,968 18,128 2,618
la 4 L2 '
37 Equipment rental and maintenance . 28,743 24,144 4,024 575
38 Printing and publications . 503,491 506,933 R4,488 12,070
39 Travel e e e e e 239,059 210,246 25,211 3,612
40 Conferences, conventions and meetings . 45,213 37,979 6,330 o904
41 Interest . e e e e e e e e e 16,290 13,683 2,281 P26
42 Depreciation, depletion, etc. {(attach schedute) 105,937 BH, 987 14,831 | 2,119
43 Other expenses (itemize): a Sch. “3" . .. ... | 2,985,080 | 2,697,532 134,316 | 153,232
B e e
C
. LN
B e s
S
7,133,321 6,210,756 688,800 233,765
44 Total functional expenses (add lines 22 through 43) .
I Statement of Program Services Rendered
List each program service title on lines a through d; for each, identify the service output(s) or product(s) and o t_ﬁ'ﬂf;m
report the quantity provided. Enter the total expenses attributable to each program service and the amount of S eations —see
grants and altocations included in that total. (See instructions for Part L) instructions}
2 Humane Bducation, membership and program Services ... ..................o..oo..o.
"""""""""""""""""""""""""""""""""""""""" {Grants and allocations$ 182 957 31 3,407,589
b Cruelty investigation and litigation ... .
""""""""""""""""""""""""""""""""""" {Grants and alfocations3 Y 266,433
¢ Membership development . . .. canas
""""""""""""""""""""""""""""""""""""" {Grants and aitocations$ " Y| 2.036,734
d
""""""""""""""""""""""""""""""""""""" (Grants and aflocations$ Y
e Other program service activities (attach schedule) . . (Grants and allocations $ }
t Tota! (add lines a through €} (should ¢, " line 44, column (B)} - 6,210,756



rem 2108 App..:*.atlon for Extension of Time . . File OMB No. 15450148

Expirey 08/31/88
(Rev. October 1985) U.S. Partnership, Fiduclary, and Certain Exempt Organization Retuns
OCepariment of Lhe Treasury
tnlesnal Revenue Service » Flle s separate application for each return.
Please type N
of print.
Flie the The Humane Society of the United States
original and one] Number and street
::Hg:'lﬁr:“ 2100 - L Street, N.W.
Foid :::?‘m"' Caty o town, state, and ZEP code Employes identilication rumber
tions on back ) Washington, D.GC. 20037 53-0225390
(S corporations flling Form 11208, political or exempt organizations filing Form 1120-POL, corporate exempt
organizations filing Form 990-T, or farmers’ cooperative associations filing Form 990-C, use Form 7002.)
1 Anextensionoftimeuntil _________ September. 15,.1986.. . ._._...... is requested in which to file (check only one):
O Form 1065 0 Form1041-A  [J Form5227 O Form 990-PF ] Form930-BL
O Form 1041 (estate) O Form3520-A Kl Form 990 O Form990-T O Form 6069
O Fom 108l (rust)y  [1 Form4720 (1 Form990-T (401(a trust) {othr than 401(2)

Check here [, if organization does not have an office or place of business in the United States.

5a lf this formis for Form 1041, 4720, 5227, 6068, 990-BL, 990-PF, or 990-T, enter the total tax estimated to be
dueonthereturn. . . . . . . . . . . . L. L L. . o e e e e e .8
b If an estate, enter at least 1/4 of the amount on line Saand pay withthisforme . . . . . . . . . _ . §
¢ All others, enter the total amount on line §a and pay with thisform . . . . $

Cautfon: ;nte_-rest gﬂl be charged on any lax not paid by the regufar due date of the returns fited on forms listed on line 5a above untif the
ax is paid.

Signature and Verlfication
Under penalties of perjury, | declare that | have examined this form, including accompanying schedules and statements, and to the
best of my knowledge and belief, it is true, correct, and complete; and that [ am authorized to prepare this form.

Signature » &/4 pate » 77—/, Qﬂ

IRS wilt show below wi¢ther or not your application is approved and will return the copy.

Notice to Applicant—Teo Be Completed by IRS
O wWe HAVE approved your application, {Please attach this form to your return.)
O We HAVE NOT approved your application. (Please attach this form to your return )

However, because of your reasons stated above, we have granted a 10-day grace period from the date shown below or due date of your
return, whichever is later. This 10-day grace period is considered to be a valid extension of time for purposes of efections otherwise
required to be made on timely fited returns.

1 we HAVE NOT approved your application.
After considering your reasons stated above. we cannot grant your request for an extension of time to file. (We are not granting the
10-day grace period.)

G We cannot consider your application because it was filed after the due date of your return.
[« T
Director
By.
Date
if the copy of this form is to be returned to an address other than that shown above, please enter the address where the
copy should be sent.
Narme

Plesse | Thomas Havey & Co,

Type Humber and street

b 4301 Conn, Ave,, N.W, Suite 432

Print [ City or town, state, and ZIP code
Washington, D.C. 20008

For Papecwork Reduction Act Notice, see back of form. Form 2758 trev 1089




rom 2158 " Appucation for Extenslon of Time s . File OMB No. 1545.0148

Expires 08/31/68

g':.- :;:*'z:!:f?"mq U.S. Partnership, Fiduclary, and Certain Exempt Organlzation Returns
Intesnat Reveniue Service P File & separate application for each return.

Plense type Nams
up:“rr:.m The Humane Soclety of the United States
otiginal and one| Number and straet
i&’!ﬁ:‘af.&“ 2100 - L Street, N.W,
m :g:’:e City of town, state, and ZIP code Empioyes identification number
Yorsenback) | ywashington, D.C. 20037 53-0225390

(S corporations filing Form 1120S, polltical or exempt organizations filing Form 1120-POL, corporate exempt
organizations flling Form 990-T, or farmers’ cooperative assoclations filing Form 990-C, use Form 7004.)

1 Anextensionoftimeuntit ________ July 1S, 1986 is requested in which to file (check only one):
O Form 106% 0 Form 1041-A O Form5227 3 Form990-PF O Form990-8L
[ Form 1041 (estate} [J Form3520-A &l Form 990 O form990-T {J Form 6069
O Form1041(trusty  [J Form4720 O Form990-T (401(a) trust) {other than 401(a)

Check here » [3. if organization does not have an office or place of business in the United States‘.js )
2 Forcalendaryear 19 _g5_ . orothertaxyearbeginning ___________ ... ... . ...
Has an extension of time to file been previously granted for this tax year? C e e e e e,
State in detail why you need the extension. __Taxpayer's records are still in the ppocess of being

o W

-------------------------------------------------------------------------

e R g,%m

Sa Hthis formis for Form 1041, 4720, 5227, 6069, 990-BL, 990-FF, or 390-T, enter the tota ted to be
due on the return . e e e e e e e e e e s e ; Loung, ... 8
b If an estate, enter at Ieast 1/4 of the amount on line 5a and pay with this form 0 5 1'6 W T 1
¢ All others, enter the total amount on line Sa and pay withthisform . . . . . . I |

Caution: Interest will be charged on any tax not paid by the regular due date of rhvgé;ﬁv?&ed on forms?fgt_w on line 52 above untif the

tax is paid.
Signature and\erification 19 iy
Under penalties of perjury, { declare that | have examined this form, includihg accompanying schedul and statements, and to the
best of my knowledge and belief, it is true, correct, and compfete; and that | am authorized to prepare this form.

2. Date » 4 —AP 56

ther or not your application Is approved and will return the copy.

Signature b
IRS will show below

Notice to Applicant—To Be Completed by IRS
We HAVE approved your appfication. (Please attach this form te your retuen.)
We HAVE NOT approved your application. (Please attach this form te your return.}

However, because of your reasons stated above, we have granted a 10-day grace period from the date shown befow or due date of your
return, whichover ic ioter. Thiz 10-day grace peried is considered to ko a valid extension of time for purpeses of elections otherwise
required to be made on timely filed returns.

(3 ‘we HAVE NOT approved your application.
After considering your reasons stated above, we cannot grant your request for an extension of time to file. (We are not granting the
10-cfay grace period.)

W Date
¥ i the copy of this form is to be returned to an address other than that shown above, please enter the address where the
copy should be sent.

Name
Please Co,
Type Number snd street
or 4301 Conn., Ave. N.W. Suite 432

Print [ City o« town, state, and ZIP code
washington, D.C. 20008

For Paperwork Reduction Act Notice, see back of form, Form 2758 (Rev 10.85




The Humane Society of the United States $53-0225530

.

Form 990 (1985} Page 3
HEISEM  Program Service Revenue and Other Revenue (State Nature) P o Other
a Fees from government agencies . .
b _Sale of Literature and Other ... 229,209
e e e ettt e iaiaicasanssiesssessessarrrseratacanrarrranannnrn
L
it e eeeitieee e aesee e anaeaanm e aaman et asa s
t  Total program service revenue {enter here and on line 2} .
_§__ Total other revenue (enter here and on line 11} .

Balance Sheets

If line 12 or line 59 is more than $25,000, compl:ete the entire bafance sheet. {f line 12 Part [, and line 59 are $25,000
or less, you may complete anly lines 59, 66, 74 and 75. See instructions.

Note:  Columns (C) and (D) are eptional. Columns (A} and (B} must be A Begmmng End of year
completed to the extent applicable. Where required, attached of year (C) Unrestricted/| (D) Restricted/
schedules should be for end-of-year amounts only. (B) Total Expendable | Nonexpendsble
Assets
45 Cash—non-interest bearing . . 831,23911 ,541,619§8 1,370,273 171,346
46 Savings and temporary cash investments . 1,205,690 11,797,960 952,266 845,694
47 Accountsreceivable » 1B . 651
minus allowance for doubtiul accounts ™ = 18,651 16,603 2,048
48 Pledges receivable »
minus allowance for doubtful accounts »
49 Grants receivable .
50 Receivables due from off[cers d[rectors trustees and key
employees {attach schedule}
51 Other notes and [oans receivable »
minus allowance for doubtful accounts » . 423,461 434,972 91,635 343,337
52 Inventories for sale or use .
53 Prepaid expenses and deferred chatges . e e e 27,193 39,741 39,741
54 Investments—securities (attach schedute) . Sch.. "6%. . {7,041 ,409 17,007,915} 2,979,332 | 4,028,583
55 Investments—Iand, buildings and equipment: basis b
minus accumulated depreciation » {attach schedule} .
56 Investments—other (attach schedule} Sch. . "8". . . 949,545 11,006,001 1,006,001
57  Land, buildings and equipment: basis 2,520.,5.65_5::11._9_
minus accumulated depreciation » _ 740 475 _ _ (attach schedule} . {1,754,743 11,780,000 11,780,090
58 Other assets bAm.Mnterest_&jmiends_recb 130,390 120,691 15,1881 105,503
59 Total assets (add lines 45 through 58) - 12,470,144 43,747,640 1 7,245,128 | 6,502,512
Liabllities
60 Accounts payable and accrued expenses. . 335,680 548,139 540,424 7,715
61 Grntepayebie Interfimd accounts . . - - (691 524} 691 524
62 Support and revenue designated for future periods (attach schedu!e}
63 Loans from officers, directars, trustees and key employees
(attach schedule) .
64 Mortgages and other notes payab[e (attach 5chedu[eBch, “10 ¢ 13,983 9,964 9,566 -
65 Other liabilities ». 40000 25 000 25 0400 =
66 Total liabilities (add lines 6Q through 65). 309 663 582 N5 {116 .52
Fund Balances or Net Worth ” ’ " 411_699‘239-
Organlizations that use fund accounting, ¢heck here and com-
plete lines €7 through 70 and lines 74 and 75.
67 a Current unrestricted fund. 6,104,090 |7,361,662 | 7,361,662 -
b Current restricted fund . . 168,640 22,287 = 22,287
68 Land, buildings and equipment fund . "
63 Endowment fund . . .- 6,219 6,410 - 6,410
70 Other funds (Describe & Armulty and TrUSt }. 5,801,532 §5,774,576 - 5,774,576
Organizations that do not use fund accounting, check here » [
and complete lines 71 through 75.
71 Capital stock or trust principal .
72 Paid-in or capital surplus . .
73 Retained earnings or accumufated income . ;
74 Tota! tund balances or net worth (see instructions) . 12,080,481 §13,164,935] 7,361,662 | 5,803,273
75 Total liabilities and fund batances/net worth (see mstructlo_} % 470 144013 747 640 1,245,1281 6,502,512




Form 990 (1985) The Humane Society of the United States $#53-0225390 Page 4

' List of Officers, Directors, and Trustees (LIst each officer, director, and trustee whether compensated or
ar not.) (See Instructions)

8) Title and 1) Contributi Experse
{A)} Name and address ¢ lh«:n.lrs .per m 8 © Co_r;\pematmn ¢ {o em;.%wt?“ mga}nt and othet
devoted 10 poxtion Gfany} benefit plans allowances
Schedule 4%~
LETSEY N Other Information Yes| No
Has the organization engaged in any activities not previously reported to the Internal Revenue Service? . . . . . . .4

"

b
If **Yes,” attach a detailed description of the activities. 7 7

77 Have any changes been made in the organizing or governing documents, but not reported to IRS? .
if “Yes," attach a conformed copy of the changes.

78 a Did the organization have unrelated business gross income of $1,000 or more during the year covered by this return?
b [f “*Yes,' have you filed a tax return on Form 990-T, Exempt Organization Business [ncome Tax Return, for this year?
¢ |f the organization has gross sales or receipts from business activities not reparted on Form 990-T, attach a

statement explaining your reason for not reporting them on Form 990-T.

79 Was there a liquidation, dissolution, termination, or substantial contraction during the year (see instructions)? . .
If “Yes," attach a statement as described in the instructions.

B0 s the organization related (other than by sssociation with a statewide or nationwide organization} through common
membership, governing bodies, trustees, officers, etc., to any other exempt or nonexempt organization (see instructions)? . .

If “Yes," enter the name of the organization » _______.____._._..........Schedule “7% ____________.__F
___________________________________________________ and check whetheritis Xl exemptOR [O nonexempt,
81 a Enter amount of political expenditures, direct or indirect, as described in the instructions . | none

b Did you file Form 1120-POL, U.S. Income Tax Return for Certain Political Organizations, for this year? .
82 Did your organization receive donated services or the use of materials, equipment or facilities at nc charge or at
substantially less than fair rental value? .
if “Yes." you may indicate the value of these items here Do not mc[ude thts amount as support
in Part [ or as an expense in Part Il. See instructions for reportinginPartiit . . . . . . .» | n/a
83 Section 501(cXB) or (6) organizations.—Did the organization spend any amounts in attempts to influence public
opinion about [egistative matters or referendums (see instructions and Regulations section 1.162-20(¢))?

W

.r,.f, ‘,5,‘

. ?7/;

If “Yes.”" enter the total amount spent for this purpose . . . . . . . . . . . . . . n/a
B4 Section 501{c)(7} organizations.—Enter amount of:

a Initiation fees and capitat contributions included on line 12 . . . . e n/a

b Gross receipts, included in line 12, for public use of club facililies (see mslructmns) . n/a

¢ Does the club’s governing instrument or any written policy statement provide far discrimination against any person
because of race, color, or religion {see instructions)? . . . . . . . . . . . . . . . . . ...

85 Section 501(ci(12)organizations.—Enter amount of:
a Gross income received from members or shareholders . . . n/a
b Gross income received from other sources {do not net amounts due or pald to other sources
against amounts due o received fromthem} . . . . . e e e n/a

86 Public interest faw firms.—Attach information described in the lnstructmns
87 List the States with which a copy of this returnis filed » NY: NJ; CT; IL; MN: MI_and VA

88  During this tax year did you maintain any part of your accounting/tax records on 2 computerized system? . .
89 The books are in care of » Assistant Treasurer Telephone No. » (202} 452-1 100

Locatedat » 2100 ~ I, Street, N.W., Wash., D.C. 20037

%{/ ,§ i

/?.

’—‘/ ??fff.r.;;;fr

/,’ 7
// /4«/ %

4 ’.ﬂ

Under penalties of perjury, $ declare that [ have examined this return, including accompanying schedules and statements. and to the best of my knowiedge and
Flease betict it is true, correct, and complete. Declaration of preparer {other than officer} is based on all infermation of which prepatet has any knowledge.
Sign ' 1 ’
Here Signature of officer Title
Paid Preparer’s } Date S:E’c" it
a signature A'/a., -
Preparer's / . empioyed [}
P Firen's name {or _2131 z|p°°“
Use Only yours, if self-employed} 8
and address 4301 . ave, N.W.. Was . D.C. 3 2000

' 2 U.3.0PC-1065-0-163-081 & EL4430814328



sc&izouu A O}ganlzation Exempt Under 501(v,(3) OMB N 1545.0047

(Form 990) (Except Private Fonm!atlorg. 501(e}, 501(f), 501(k), or Section 4947{a)(1) Trust 'ﬂ @ 8 5

r T upplemantary Information
mmhﬁ&.aw > Attach to Form 990,

w ™ The Humane Society of the United States Es'“;hf" "gzm;;:,':;gm'
Compensation of Five Highest Pald Employees
{QOther than Officers, Directors, and Trustees—see specific instructions)
_ Tithe and aver, Contributions to Expense account
Name snd address of empioyees paid more than $30,000 hours per Compensation emploves and other
devoted to posdion berefit plans allowances

Michael Fox Scientific Director
2100 L St. N.W. Wash. D.C. 7] 40 hrs. 55,000 3,771 ~0-
Ben Hayes Asst.to Asst.Tregs.
2100 L St,,N.W, Wash. ,D.C. 40 hrs. 34,000 1,303 =0-
Frantz Dantzler = Regional Director
2100 I, st. ,N.W. Wash. ,D.C. 40 hrs 32,000 2,152 2,700
MarthaHamby . ] Dir.of Fed.Legislation
2100 L, St. ,N.W. ,Wash. ,D.C. 40 bhrs 31,938 o =0-
John McAirdle | Pir.of Labortory Am‘.mal Welfs
2100 I, st, ,N.W, Wash, ,D.C. 40 hrs ” /////w T ///’ , _ -0— _
Total number of other emp[uyaes pa:d over 7 . f”" f’ff",,, . 7/
$30.000. . > —0- / % ,W//’// .

Compensatlon of Ftve Righest Pald Persons for Professional Services
{See specific instructions)

Name and address of persons paig more than $30,000 Typs of service Compensation

A -'.-'.-' 4 ;; i R 7 , -.
Total number of others recemng over $30 000 for f 7 / . ""f/%z‘f,ﬂ’ %’, 7 ;e:f?f/‘,:f;% 7 ,,-'/ ‘y/ / U
AL, ".« ;”;-' f.r_,_,f
professional services . . . . > None // //:« *’ 7 ,{-‘%’/Ai %//é’m%fﬁfx i /Zr,-ftf’ﬂ/ ;/f;:zir L

m Statements About Activities

1 During the year have you attempled to influence national, State or local legislation, including any attempt to
influence public opinion on a legislative matter or referendum? . O S |
If *'Yes,” enter the total expenses paid or incurred in connection with the Iegaslall\re actmltes $ 249,241 U % / .

7

Complate Part Vi of this form for organizations that made an election under section 501(h} on Form 5768 or other
statement. For other organizations checking “"Yes,” attach a statement giving a detailed description of the legistative
activities and a classified schedule of the expenses paid or incurred.

2 Ouring the year have you, either directly or indirectly, engaged in any of the following acts with a trustee, director,
principal officer or creator of your organization, or any organization or corporation with which such person is
affiliated as an officer, director, trustee, majority owner or principal beneficiary: pi
a Sale, exchange, or leasing of property? e e e e e e

Lending of money or other extension of credit?,

Furnishing of goods, services, or facilities? .

Payment of compensation (or payment or reimbursemenl nf expenses :f more than $1 OOO)See Pbrm 990

Transfer of any part of your income or assets? . . . Part VI

If the answer to any guestion is *'Yes," attach a detailed statement explammg the transactmns

3 Attach a statement explaining how you determine that individuals or organizations receiving disbursements from you

%w in furtherance of your charitable programs qualify to receive payments. (See specdtc instructions. }

“ 4 Do you make grants for scholarships, fellowships, student loans, etc.? . . e e e e -
For Paperwork Reduction Act Notice, see page 1 of the separate Instructions to this form. Schedule A (Form 950) 1985

b
e
d
e




. Schadule A (Form 990) 1585

Reason for Non-Prlvate Foundation Status (See Instructions for definiticns)

The Humane Society of the United States #53-0225390

Page 2

The organization is net & private foundation because it is (check applicable box; please check anly ONE bax):

D 1 A church, convention of churches, or associatian of churches. Section 170(bX LYAX0).
2 A school. Sectian 170(b) 1)XAXii). (Also complete Part V, page 3.)
3 A hospital or a cooperative haspital service organization. Section 170X 1 XAXiii).
4 A Federal, state or focal government ar governmental unit. Section 170(bX(1XAKY).
5 A medical research arganization operated in conjunction with a hospital, Section 170¢(bX 1 XAXin). Enter name, ¢ity, and state

é
?
a
L

11

12

13

of hospltal »

170(bX 1XAXiv}. (Also complete Support Schedule.)

----------------------------------------------------------------------------------------------

7 An organization that normally receives a substantial part of its support from a governmental unit or from the general public,
Section 170(b) 1 }{AXvi}. (Alsa complete Support Schedule. )

8 An organization that normally receives: (a) no more than 1/3 of its supperl from gross investment income and unrelatad
business taxable income (less section 511 tax) from businesses acquired by the arganization after June 30, 1975, and (b) more
than 1/3 of its support from contributions, membership fees, and
functions—subject to certain exceptions. See section 509{3)(2} ( Alsa complete Support Schedule,)

3 An organization that is not cantrolled by any disqualified persons (other than foundation managers) and supparts organizations
described in (1) boxes & thraugh 12 above or (2) section 5Q1(cX4), (5}, or (6) if they meet the test of section 509{a)(2). See

section 508(a)X3).

recaipts from activities related to its charitable, efc.,

Pravide the following information about the supparted organizations. {See instructions for Part IV, box 13.)

(@) Name of supported arganizations

(b} Box number
tram above

14 D 0 An organization organized and operated to test for public salety. Section 509(a)4}. (See specific instructions.)

Support Schedule (Complete only If you checked box 10,11, or 12 above} Use cash method of accounting.

Calendar yoar (or flsca!
year beglnalng in) »

(a)

(b}

{c)

(d)

(o)

1984

1983

1582

1981

Tota)

15

Gifts, grants, and conbributions received. (Do

not inglude unusual grants. See ine 28.)

3,386,497

4,034,923

4,311,133

2,718,282

14,450,845

16

Membership 1ees received |

826,386

721,570

573,157

3.446,563

17

Gross receipts from admissions, merchandise
so¥) or services perfosmed, or lurnishing of
fagitities in any aclivity ihal s not a business
unselated fo the urgamzatlon s charitahle, etc.,

puipose.

1,325,450

166,925

147,864

169,594

113,703

298,086

18

Grass  incame lrnrn interest, dm:lends
ampunts recensd from payments on secyrities
kans (section 512{a)5)). rents, royaities, and
untelated business faxable income (less saction
S11 tares) from businesses acquired by lhe
organization after June 33,1975 . . .

912,786

912,368

945,534

630,458

3,401,146

19

Net income from unrelated business
activities not included in fine 18 .

20

Tax revenues levied for your benefil and eilher
paid to you or expended on your behall |

21

The valug of services or facilities furnished to
you by a governmental unil withaut charge.
D¢ not include the value of services or
facilities gensrally lurmshzd to tbe pubhl:

_ithout charge .

22

Other income. Atfach schedule Do nol i
clude gain {or loss}Tom sate of capital assets |

23

Total of lines 15 through 22

5,791,658

5,921,551

6,147,831

4,035,600

21,896,640

Line 23 minus line 17

5,624,733

5,773,687

5,978,237

3,921,897

Enter 1% of line 23

57,917

59,216

61,478

40,356

&

2%

Qrganizations described in box 10 or 1 1:

a Enter 2% of amount in column (e), line 24. . .
b Attach a list {not open to public inspection) shcwmg the name of and amount contribuled by aat:h

(other than a governmental unit or publicly supported organization} whose total gdts for 198

exceeded the amount shown in 269 Enter the sum of all excess amounts here
(Continued on page 3}

Lthrﬂlﬁl .1934

21,298,554

425,971




- (. -
-, Schedulo & (Form 990) 1985 The Humwe Society of the nited States #53-0225390 Poge 3
Support Schedule (continued)(Complete only if you checked box 10, 11, or 12 on page 2) N/A

27 Organizations described in box 12, page 2:
& Attach a list, for amaunts shewn on lines 15, 16, and 17, showing the name of, and total amounts recefved in each year trom
each "“disqualitied person.”” and anter the sum of such amounts for each year:

(1984) RO (1983 e CYOBRY (1981) . . .
b Aftacha ||51 showmg, I'or 1981 through 1984 the name and amount included in line 17 for each person (other 1han "disqualmed
persons'’) from whom the organization received mare, during that year, than the larger of: the amount on line 25 for the year or
$5,000. Include organizations described in boxes 5 through 11 as well as individuals. Enter the sum of these excess amounts for
each year.
(1984) {1983) {1982) (1981)
28 For an organization described in boxes 10, 11, or 12, page 2, that received any vnusual grants during 1981 through 1984, attach a

list {not open to public inspection) 1or each year showing the name of the contributor, the date and amount of the grant, and a brief
gescription of the nature of the grant. Da not include these grants in lins 15 above. {See specific instructions.}

Private School Questionnaire N/A
To Be Completed QNLY by Schools that Checked Box 6 In Part IV

Yoz | No

29 Do you have a racially nondiscriminatory policy toward students by statement In your charter, bylaws. other | @

governing instrument, or in a resolution of your governing body? | .

30 Do you include a statement of your racially nondiscriminatory poficy toward siudenls in all your brochures.
catalogues, and other written cammunications with the public dealing with student admissions, programs, and
scholarships?

31 Have you publicized your racially nondiscriminatory policy by newspaper or broadcast media during the period of
solicitation for students or during the registration periad if you have no solicitation program, in a way that makes
tha palicy known to ail parts of the general community you serve?

H "Yes," please describe; if ""No," please explain. (If you need maore spar.e attach a separate statemenl)

32 Doyou maintain the following:
a Records indicating the racial composition of the student body, faculty, and administrative staff? ..
b Records documenting thal scholarships and other financial assistance are awarded on a raciafly
nondiscriminatory basis?
¢ Copies of all catalogues, brochures, announcements and other wnﬁen commumcalmns to the pl.lbl[c deahng
with student admissions, programs, and scholarships? | -
d Copies of all material used by you ar on your behalf to solicit contnbutrons?

if you answered '"No,” to any of the above, please explain. (If you need more space, attach a separate
statement.}

33 Do you discriminate by race in any way with respect to;

Students’ rights or privileges? .

Admissions policies? . C e e e e s e e e
Employment of faculty oradmlmstratwe staff’ .o . e e e e e,
Scholarships or other financial assistance (see mstructlmls)? e e e e
Educationalpolicies?. . . . . . . . . . . . . . 0L o 0 oo 0

Use of facilitres? .

Athletic programs? .

Other extra-curricular actmtles’ .

If you answered “"Yes,"" to any of the ahuve, please explam m you need more space attar:h a separate
statement.)

Tm .- 0oN oTh

34a

34 a Do you receive any financial aid or assistince from a gavernmental agency?. 7T

b Hasyour right ta such aid ever been revoked or suspended? | .
i you answered “'Yes," to either 34a or b, please explain using an attached separa!e statemen!

35 Do you certify that you have complied with the applicable re?'tl.lirements of sections 4.€1 through 4.05 of Rev, Proc. 75-
50, 1975-2 C.B. 587, coveringracial nongdiscrimination? if “Ne," attach an explanation {see instructions for Party) . | 35




Schodse A (For 990y 1985 The Humane Society of the United States §53-0225390

Page 4
Lobbylng Expenditures By Public Charities (See Instructions)
(To be completed ONLY by an eligible organization that flled Form 5768.)
Checkhere » & if the organization beIo;gs to an affiliated group (see instructions).
Checkhere P b H If you checked a and "limited control* provisions apply (see instructions).
Limits on Lobbying Expenses atiated group [T be completed for ALL
! totals electing arganizations

36 Total (grassroots) lobbying expenses te influence publicopinion . . . . . . . . . . . 74,934
37 Total lobbying expenses to influence a legislativebody . . . . . . . . . . . . . . 174,307
38 Total lobbying expenses (add lines36and37y . . . . . . . . . Sch. "12" 249,241
39 Other exempt purpose expenses (see Part Viinstructions) . . . . . . . . . . . . . 6,656,315
40 Total exemnpt purpose expenses (add lines 38 and 39) (see instructions). . . . . . . . . 6,905,556
41 Lobbying nontaxable amount. Enter the smaller of $1,000,000 or the amount determined under

the following table—

If the amount on line 40 (s— The lobbying nontaxable amount Is—

Notover$500000 . . . . . . . . . 20%of the amount on line &0. e e

Over $500.000 but not over S1,000,000 . . . $100.000 plus 15% of the excess over $500,000 . . . . 495,278

Over $1,000,000 but not over $1,500,000 . . . $175.000 plus 10% of the excess over $1.000.000 .

Over 31500000, . . . . . . . . . 3225000 plus 5% of the excess over $1,500.000 .
42 Grassroots nontaxable amount (enter 25%ofline 41} . . . . . . . . . . . . . . 123,820

(Complete lines 43 and 44. File Form 4720 if either line 36 exceeds line 42 or line 38 exceeds line 41}
43 Excessofline36overlined2 . . . . . . . . . . . . ... L. .. —0-
44 Excess of line 38 over line 41 oy

4-Year Averaging Perlod Under Section 501(h).
{Some organizations that made a section 501{h) election do not have to complete all of the five columns
below. See the instructions for lines 45-50 for details,)

tobbylng Expenses During 4-Year Averaging Perlod

Calendar year (or fiscal (a) (b) (c) (d) (e)
year beginningin) » 1585 1984 1983 1982 Total

45 Lobbying nontaxable amount (see
instructions) . . . . . . . . .

495,278

341,625 1,586,544

46 Lobbying ceiling amount (150% of %W’@%ﬁ%%/g%’//f%ﬁﬁf@%&%/’/f%ﬁ%ﬂ/ﬁ%ﬁ%ﬁﬁ%ﬁ
lnedS(e) . . . . . . . . - M%/@//M/éz/////f%//%mm/ﬁ /:‘74///4%%/%%/ /

47 Total iobbying expenses (see

instructionsy . . . . 495,278 346,024 244,243 211,615 1,297,160

48 Qrassropts nontaxable amount (se .
instructions) . . . . . . . . .| 123,820 99,085 88,326 85,406 396,637
49 Grassroots ceifing amount (150% of
line 48(e)} . e

50 Grassroots lobbying expenses (see
instructions} . C e e e e e

74,934 98 217 49,097 47,905 270,153

* U SGPO 1SES-0-463-083 »ELF4I0814328



THE RUMANE SOCIETY OF THE UNITED STATES

PORM 990
1985 #53-0225390
SCHEDULE "i*
Part 1, Line 8
Gross Cost or Gain
Sale of assets other than inventory Sales Price Basis {Loss)
Fixed assets $ 14,800 $ 20,068 $( 5,268)
Marketable securities 1,293,744 1,157,128 136,616
Total §1,308. 544  $1,177,196 $131.348



THE HUMANE SOCIETY OF THE UNITED STATES

FORM 990
1985 #53-0225390
SCHEDULE "2¢

Part II, Line 22 - Gifts to Other Organizations
Assistance Aux. Animaux $ 2,500
Wildlife Reserve 1,000
Salonice Aminal Welfare Society 2,500
National Association for the Advancemeat of Humane Education,

Washington, D. C. 22,800
American Fondouck Maintenance Coumittee, Boaton, Massachusetts 3,507
Animal Crusaders, Inc., Everett, Washington 2,500
Animal Kind 6,000
Association for the Prevention of Cruelty in Public Spectacles,

Barcelona, Spain 2,500
Association for the Protection of Furbearing Animals,

Vancouver, Canada 2,500
Association Uruguaya De Protection A Los Animales, Montevideo, Uruguay 2,500
Brooke Hospital for Animals, London, England 2,500
Bund Gegen Den Missbrauch Det Tiere E.V., Munich, Germany 2,500
Dublin Society for the Prevention of Cruelty tec Animals,

Dublin, Ireland 2,000
Ferne Animal Sanctuary, London, England 2,500
Irigh Society for the Prevention of Cruelty to &nimals,

Dublin, Ireland 2,000
Missouri Anti~Vivisection Society, St. Louis, Missouri 2,500
National Equine Defense League, Carlisle, England 2,500
Nilgiri Animal Welfare Society, Tamilnadu, South India 2,500
Nordic Society Against Painful Experiments on Animals,

Stockholm, Sweden . 2,500
Peoples Dispensary for Sick Animals, Surrey, England 2,500
Performing and Captive Animals' Defense League, Loundon, England 2,500
Scottish Society for the Prevention of Anti-Vivisection,

Edinburgh, Scotland 2,500
Helenic Animal Welfare, Athens, CGreece 1,000
South African Federation of SPCA's and Affiliated Societies,

Republic of South Africa 2,500
Animal Rights Network, Wesport, Comnnecticut 5,500
Council for Livestock Protection, New York, New York 8,000
The Digit Fund, Rwanda, Africa 2,000
St. Huberts Giralda Shelter and Education Center, Madison, New Jersey 6,000
Animal Legal Defense Fund, San Francisco, California 5,000
National Ccalition to Protect Pets 7,500
The Delta Society 6,000
Bat Conversation International, Inc. 2,700
Michigan Humane Society 5,000
Childrens Hospice International = 500
Between the Species 1,000
World Society for Protection of Animals 10,000



THE HUMANE SOCIETY OF THE UNITED STATES
FORM 990
1985 #53-0225390

SCHEDULE 2%
{Continued)
Part II, Line 22 - Gifte to Other Organizations
Nacodoches Humane Sociely $ 1,000
Fund for Replacement of Animals in Medical Experiments (Frame),

London, Eangland 2,000
Society for Animal Rights (National Catholic Society for Animal

Welfare), Clarks Summit, Pennsylvania 2,500
Society for the Protection of Animals of North America,

London, England 2,500
Tierschutzverein Fur Berlin Und Umgebung Corp., Berlin, West Germany 2,500
World Society for the Protection of Animals, London, England 25,000
Alaska & Wildlife Alliance, Anchorage, Alaska 200
Syntex/Stanford Coalition 250
Australians for Animals 2,000
Lique Francoise De Drolies 2,500
Society for Prevention 2,500

$182.957

SCHEDULE "3"
Part 1I, Line 43 - Other Expenses

Col. (A) Col. (B} Col. (C} Col. (D)

Consultants and other services $ 78,544 % 78,544 § - $ -
Data processing 29,340 24,645 4,108 587
Insurance and bonds 65,730 55,213 9,202 1,315
Taxes — other 52,207 43,854 7,309 1,044
Rental lists 150,000 - - 150,000
Library 2,181 2,181 - -
Payments to &nnuitants 95,849 - 95,849 -
Cost of educational publications 233,629 231,333 2,010 286
Membership development mailings 2,036,734 2,036,734 - -
Pet action line 225,028 225,028 - -
Administrative fees 15,838 - 15,838 -

$2,985,080 $2.697.532 $134,316 $153.232



THE BRUMANE SOCIETY OF THE UNITED STATES

FORM 990
1985 #53-0225390
SCHEDULE "&"
Part VI Contribution Expense Account
Time To Emplovee and Other
Hame Address Title Devoted Salary Benefit Plan Allowancea
Johu A, Hoyt 2100 L Street,N.W., Wash.,D.C. President Full $ 90,000 $ 7,142 $5,000
Murdaugh S. Madden " Vice—Pres. " 48,000 _ 9,261 - afa
Patrick B, Parkes " Vice=Pres. " 39,000 5,503 nfa
Patricia A. Forkan " Vice-Pres. " 39,600 2,033 nfa
Phyllis Wright " Vice~Pres. " 35,000 3,321 nfa
Pavl G. Irwin " Treasurer " 74,000 4,611 n/a
Moneta P. Morgan " Asst.Treas. n 37,200 5,310 nfa
Marcia Glaser " Asst.Secy. " 31,500 2,087 nfa
Joha W. Grandy " Vice-Pres. " 56,000 2,105 n/a
$450,300  $.41,373 $5.000

See attached list of directors who served part-time
without compensation.



THE HUMANE SOCIETY OF THE UNITED STATES

Coleman Burke, Esq.

4475 N, Ocean Blvd., #47F
Delray Beach, FL 133444
305/278-0189

Samuel A. Bowman

Tucker, Anthony & R.L. Day, Inc.

120 Brosdway, 33rd floor
New York, NY 10271
212/618-7658

Dr. Carol Browning
6182 South 2855 East
Ogde, UT 84403
801/479-3475

Jack Conlon

641 South Atlantic Avenue
Cocoa Beach, FL 32931
305/784—-3948

Mrg. Oliver M, Evans
3045 P Street , N. W.
Washington, D. C. 20007
202/338-8037

Mrs. Anna Fesmire

1400 West Cornwallis Drive
Greensboro, NC 27408
919/288-6607

Mise Regina Bauer Frankenberg
31 East 72nd Street, Apt. 9B

New York, NY 10021
212/488-4126

Harold H, Gardiner

Gardiner Advertising Agency

P, 0. Box 30
Salt Lake City, UT 84110
801/364-5600

FORM 990
1985

BOARD OF DIRECTORS

Jack W, Lydman

2815 Que Street, N. W.
Washington, D.C. 20007
202/965-1310

Mre. Virginia (Pat) Lynch
98 Clarendon
San Francisco, CA 94114
415/566-6616

Mrs., Cherie Mason
Gooae Cove Road
Sunset, ME 045683
207/348-6971

John W, Mettler III

#53-0225390

SCHEDULE ™4*
{Continued

Seminocle Asset Management, Inc.

950 Third Avenue
New York, NY 10022
212/752-1855

John G. Moshner

USIA, Room 550

400 C Street, 5. W,
Washington, D. C. 20547
202/485-2275

Mrs. Susan Pepperdine
6512 West 49th Street
Miseion, KS 66202
913/831-0725

0.J. Ramsey, Esq.

Ramsey, Moore, Morrison & Keddy

10399 0Old Placerville Road
Sacramento, CA 95827
916/362-8800

Mrs. Marilyn G. Seyler
815 Dickson Parkway
Menafield, OH 44907
419/756-7559



THE HUMANE SOCIETY OF THE UNITED STATES

Mise Alice R. Garey

2030 Carriage Lane
Arroyo Grande, CA 93420
805/849-5382

Ms, Gisela Karlan
& Pepper Road
Towaco, NJ 07082
201/263-8255

William Kerber

4000 Cathedral Avenue, N.W.
Washington, D, C., 20016
202/338-7654

Dr. Amy Freeman Lee
127 Canterbury Hill
San Antonio, TX 78209
512/816-1747
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1985
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BOARD OF DIRECTORS

SCHEDULE "'4*
{Continued)

Everett Smith, Jr.
Quaker Ridge
Greenwich, CT 06830
203/661-0004

Mre. Brook Speidel

2531 Eye Street, N. W.
Washington, D. C. 20037
202/965-5546

Robert F, Welborn, Esq.

Welborn, Dufford, Brown & Tooley
1700 Broadway

Denver, CO 80290-1199
303/861-8013

K, William Wiseman
P. 0. Box 120
Woclwich, ME 04579
207/443-3979



THE HUMANE SQCIETY OF THE UNITED STATES
FORM 990

1985 #53-0225390

SCHEDULE "§*

December 31, 1985

Value
Investuments in Corporate Stocks $3,329,211
Investments in Corporate Bonds 794,415

Investments in Government Obligations 2,884,289
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THE HUMANE SOCIETY OF THE UNITED STATES
FORM 990

1985 #53-0225390

SCHEDULE ''7%
Part VII, Line 80

Common goveranment body with (1) The National Humane
Education Ceater, (2) The National Association
for the Advancement of Humane Education, (3) Boulder
County Humane Society Fund, (4) Elsa Horne Voss Animal
Welfare Foundation, (5) Alice Morgan Wright-Edith Goode
Fund, {(6) Sussman Fund.

SCHEDULE "'8"

Part ¥, Line 56

Book
Value
Undivided interest in trust funds $1.006.001
SCHEDULE "o
Part V, Line 57
Date Depreciation
Acquired Cost Prior years Mtd. Life thies Year
Land Various $ 422,375 $ - - - $ -
Buildings & improvements Varicus 1,421,132 397,960 S/L  Var 55,761
Furniture & fixtures Various 656,443 228,848 8/L Var 45,022
Transportation equipment Various 20,615 7,730 S/L  Var 5,154

$2.520.565 $634,538 £105.937
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THE HUMANE SQCLIETY OF THE UNITED STATES
FORM 990
1985 _ #53-0225390

SCHEDULE "1o"
Part V, Line 64

Due in equal installments uatil 1992 and secured by &
firast deed of trust on the Educational Center,

Connecticut, 8-1/2% $_9.566

SCHEDULE 11"
Schedule A - Part IV, Line 26 (b)

Susswan Estate 52,405,518

Burford Estate 1,425,839

3,831,457

(851,942)

32,872,515

$425,971 x 2

SCHEDULE "i12"

Schedule A,
Part VI, Line 38 - Lobbying Expenditures

Direct Lobbying Grass Roots Lobbying

Prof./exec. and support staff $ 33,742 $ 13,885
Ralated disburssments 7,384 2,934
Publications - direct costs 24,875 15,765
Special projects - direct costs 19,688 4,748
Indirect costs 86,818 35,802

Stationery ~ (est,) 1,800 1,800

$174,307 $ 74,934
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Chapter 2

Expenses

Some nonprofit organizations present their expenses classified
on a functional basis; others present their expenses classified on an
object basis. When expenses are classified on a functional basis,
each significant program and supporting service usually is reported
separately in the statement of activity. Program services are those
directly related to the purposes of the organization; supporting
services are those not directly related to program services {such as
fund-raising, membership development, and management and
general expenses). In some cases, certain expenses (such as payrol!
and pension costs) pertain to more than one program or supporting
service; generally, such expenses are allocated among the perti-
nent services. Because of the importance of fund-raising expenses
to users of financial statements of a nonprofit organization, such
costs may be disclosed in the financial statements even though the
organization presents its expenses classified on an object basis.

When he is performing auditing procedures with respect to
expenses, the auditor's oljectives should be to obtain reasonable
assurance that expenses are authorized or approved by manage-
ment, are supported, are properly classified, are recognized in the
appropriate period, and (when presented on a functional basis} are
properly allocated to the appropriate functions. The most sig-
nificant expenses incurred by many nonprofit organizations are
payroll costs, and, therefore, the methods of allocating such costs
are of particular interest to the, auditor.

Internal accounting controls over a nonprofit organization’s ex-
penses are generally the same as the controls applicable to ex-




penses of profit-oriented organizations. Examples of internal ac-
counting controls that may apply to expenses include

® Existence of a well defined organizational chart that clearly
defines the organization’s activities by function and a detailed
chart of accounts that defines the expenses chargeable to them.

¢ Controls over expenses, including comparison with approved
budget estimates, and investigation of significant variations.
{Budget estimates are generally approved and monitored by the
organization’s governing board.)

® Controls over disbursements, which include approval of dis-
bursements and review of the distribution of expenses to ac-
counts and the allocation among functions, if applicable.

The auditing procedures for expenses in nonprofit organizations
are in most respects the same as those for expenses in profit-
oriented organizations. When expenses are reported on a func-
tional cost basis, examples of additional auditing procedures that
the auditor should censider include

* Obtaining reasonable assurance that expenses have been ap-
proved. If the budget serves as authorization for expenses, the
auditor would compare the expenses with the budget.

* Obtaining reasonable assurance that the functional classifications
used adequately present the activities of the organization.

* Reviewing and testing the allocations of expenses that apply to
more than one function and. considering whether the methods
and the underlying bases for allocation are reasonable and con-

sistent. For example, a review of salary and wage allocations

_ might include an examination of program reports, job descrip-
tions, and employee time or activity reports.

¢ Obtaining reasonable assurance that the classifications used are
consistent with those of the preceding year or, if not, that the
changes are adequately disclosed.

Expenditures of Restricted Resources

Internal accounting controls and auditing procedures relating to
expenditures of resources restricted by donors, grantors, or other
outside parties to specific purposes are discussed in chapter 6,
“Liabilities, Deferred Revenue and Support, and Fund Balances.”
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Accounting runcipies anu reporting
Practices for Certain Nonprofit
Organizations

Introduction

1. The American Institute of Certified Public Accountants has
issued the following industry audit guides applicable to certain
types of nonprofit arganizations.

» Hospital Audit Guide {1972)

* Audits of Colleges and Universities (1973)

¢ Audits of Voluntary Health and Welfare Organizations (1974)
» Audits of State and Local Governmental Units (1974)

2. However, many nonprofit arganizations are not covered by
any of those guides. This statement of position is issued to recom-
mend financial accounting principles and reporting practices for
nonprofit erganizations not covered by existing guides that prepare
financial statements in conformity with generally accepted ac-
counting principles. This statement is not intended to supersede
or amend any of the listed guides. For numerous nonprafit argan-
izations, complex accounting mav be neither practical nor eco-
nomical, and reporting based on cash receipts and dishursements or
some other basis may be adequately informative. Under those cir-
cumstances, special-purpose financial reports should be prepared.

3. The provisions of this statement need not be applied to
immaterial items,

4. A number of terms with specialized meanings are used
throughout this statement and are defined in Appendix A.

5. This statement of position applies to all nonprofit organiza-
tions not covered by the AICPA industry audit guides listed in
paragraph 1, other than those types of entities that operate essen-
tially as commercial businesses for the direct economic benefit of
members or stockholders. Examples of the latter category are
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the period to which the dues relate. Nonrefundable initiation and
life membership fees should be recognized as revenue in the
period the fees are receivable, if future dues or fees can reason-
ably be expected to cover the cost of future services; otherwise,
the fees should be amortized to future periods based on average
membership duration, life expectancy, or other appropriate meth-
ods. However, if items such as dues, assessments, and nonre-
fundable initiation fees are in substance contributions and services
are not to be provided to the member, they should be recognized
as revenue and support in the periods in which the organization
is entitled to them.

Expenses
Functlional Classification of Expenses

85. Organizations that receive significant support in the form
of contributions from the general public should summarize the
cost of providing various services or other activities on a func-
tional basis in the statement of activity. (For purposes of this
paragraph, the accounting standards division believes that organi-
zations recciving support from federated fund-raising or similar
organizations arc deemed to have received support from the gen-
eral public.) Organizations receiving no significant support from
such contributors are encouraged to report on a functional basis
but may choose to summarize expenses on another basis (such as
natural classifications} that would be considered useful to read-
ers of the statement of activity. If expenses are not rcportcd on
a functional basis, the notes should contain a description of the
basic programs of the organization. The remainder of this section
is for those organizations that report expenses on a functional
basis.

86. The functional classifications should include specific pro-
gram services that describe the organization’s service activities
and supporting services, such as management and general and
fund-raising.

87. The statement of activity should present costs separately
for each significant program and sdpporting activity. Program
activities are those directly related to the purposes for which the
organization exists. Supporting activities do not relate directly
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to the purposes for which the organization exists. Fund raising,
membership development, and unallocated management and gen-
eral expense are three examples of supporting activities that
should be reported separately.

83. An organization may also present as supplementary infor-
mation a schedule of functional expenses by object classification,
that is, classifying expenses by type rather than function, such
as salaries, employee-benefit expenses, and purchased services.

Prograrm Services

89. Functional reporting classifications for program services
vary according to the nature of the service rendered. For some
organizations, a single functional reporting classification may be
adequate to portray the program service provided. In most cases,
however, several separate and identifiable services are provided,
and in such cases, expenses for program services should be re-
ported by the type of service function or group of functions. The
purposes of the various functions should be clearly described,
and each functional classification should include all of the appli-
cable service costs.

90. Some local organizations remit a portion of their receipts
to an affiliated state or national organization. The amount to he
paid to the affiliates should be reported as either an expense or a
deduction from total support and revenue in the statement of
activity. The appropriate treatment depends on the arrangements:
A reporting organization that is, in effect, a collecting agent for
the state or national organization, such as local organizations
that are required to remit a fixed percentage of all contributions,
should report the remittance as a deduction from total support
and revenue; other organizations should report the remittance as
a program expense.

Management and General Costs

91. Management and general costs are those not identifiable
with 2 single program or fund-raising activity but are indispens-
able to the conduct of those activities and to an organization’s
existence, including expenses for the overall direction of the
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organization'’s general board activities, business management,
general recordkeeping, budgeting, and related purposes. Costs
of overall direction usually include the salary and expenses of
the chief officer of the organization and his staff. However, if
such staff spend a portion of their time directly supervising pro-
gram services or categories of supporting services, their salaries
and expenses should be prorated among those functions. The
costs of disseminating information to inform the public of the
organization’s “stewardship” of contributed funds, announce-
ments concerning appointments, the annual report, and so forth,
should likewise be classified as management and general expenses.

Fund-Raising and Other Supporting Services

92. Fund-raising costs are incurred in inducing others to con-
tribute money, securities, time, materials, or facilities for which
the contributor will receive no direct economic benefit, They
narmally include the costs of personnel, occupancy, maintaining
mailing lists, printing, mailing, and all direct and indirect costs of
soliciting, as well as the cost of unsolicited merchandise sent to
encourage contributions. The cost of such merchandise should be
disclosed. Fund-raising costs paid directly by a contributor should
be reported as support and as fund-raising expenses.

93. Some organizations hold special fund-raising events, such
as banquets, dinners, theater parties, and so forth, in which the
donor receives a direct benefit {for example, a meal or theater
ticket). Some organizations sell merchandise as a fund-raising
technique. The costs of such merchandise or direct benefits are
not considered fund-raising costs and should be applied against
gross proceeds received from the person receiving such direct
benefit. The costs of such merchandise or direct benefit costs
should be disclosed.

94. A growing number of users of financial statements are
seeking financial information that will enable them to evaluate
fund-raising costs. A single functional reporting classification
ordinarily is adequate to portray the fund-raising activity; how-
ever, other organizations may believe that reporting total public
support and total fund-raising expense does not provide adequate
information for a useful evaluation because the organizations
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conduct a number of fund-raising activities with widely varving
relationships. For those organizations, it may be appropriate to
report fund-raising casts and the corresponding support obtained
separately for each type of fund-raising function, either in the
statement of activity or in the notes. The various fund-raising
functions should be adequately described and should include
all of the applicable costs. The total of all fund-raising activities
should be disclosed whether the entity reports expenses on a
functional or some other basis.

95. Fund-raising efforts made in one year, such as those made
to obtain bequests or to compile a mailing list of prospective con-
tributors, often result in contributions that will be received in
future years. Some have advocated deferring the costs of such
fund-raising efforts until the period in which the contributions are
expected to be received. Although there mav be valid reasons to
consider deferring those costs, the accounting standards division
is concerned with the difficulty of assessing their ultimate re-
covery and the possibility of misstating the lund-raising cost re-
lationships. Accordingly, fund-raising costs should be expensed
when incurred. However, if pledges or restricted contributions
that have already Deen received are recorded as deferred rev-
enue and support, related fund-raising costs, if specifically iden-
tifiable with the contributions, may also be deferred if it is clear
that the contributor intended that the contribution could be used
to cover such costs. Similarly, costs incurred in the acquisition of
literature, materials, and so forth, that will e used in connection
with a fund-raising drive t¢ be conducted in a succeeding period
should be deferred to that period.

96. Costs incurred in the solicitation of grants from founda-
tions or governments and cost of membership development in
bona fide membership organizations should be shown as separate
categories of supporting expenses. If the membership fee includes
an element of contribution, the costs of membership development
should be allocated between membership development and fund
raising.

97. If an organization tombines the fund-raising function with

a program function (for example, a picce of educational litera-
ture with a request for funds), the costs should be allocated to
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the program and fund-raising categories on the basis of the use
made of the literature, as determined from its content, the rea-
sons for its distribution, and the audience to whom it is addressed.

AHocation of Costs That Pertain
to Various Functions

98. In some larger organizations, individual functions are per-
formed by separate departments, with expenses classified by
types within each department. Many other organizations incur
items of cost that apply to more than one functional purpese. For
those organizations, it may be necessary to allocate the costs
among functions. Examples include salaries of persons who per-
form more than one type of service, rental of a building used for
various program services, management and general expenses, and
expenses of fund-raising activities.

99. The salaries of employees who perform duties relating to
more than one function, as well as all other expenses pertaining
to more than one function, should be allocated to the separate
functional categories according to procedures that determine, as
accurately as possible, the portion of the cost related to each
function.

1060. A reasonable allocation of an organization’s functional
expenses may be made on a variety of bases, and costs that have
been allocated to programs and supporting services should be
disclosed in the notes to the financial statements. It is not the
intention of this statement to require organizations to undertake
extensive detailed analyses and computations aimed at making
overly meticulous allocations. The division recognizes that mean-
ingful financial statements can often be prepared using estimates
and oveérall computations when appropriate. (See Appendix B
for illustrative allocation procedures.}

Granls

101. Organizations that make grants to others should record
grants as expenses and liabilities at the time recipients are en-
titled to them. That normally occurs when the board approves
a specific grant or when the grantee is notified.
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APPENDIX B

Al

lllustrative Allocation Procedures
Under Paragraph 100

Although the following allocation procedures are illustrative only,
using them or similar procedures ordinarily results in a reasonable
allocation of an organizations multiple function expenses:

s A study of the organization’s activities may be made at the start
of each fiscal year to determine the best practicable allocation
methods. The study should include an evaluation of the preceding
vear's time records or activity reports of keyv personnel, the use of
space, the consumption of supplies and postage, and so forth.
The results of the study should be reviewed periodically, and the
allocation methods should be revised, if necessary, to reflect sig-
nificant changes in the nature or level of the organization’s current
activities.

¢ Periodic time and expense records may be kept by employees who
spend time on more than one function as a basis for allocating sala-
ries and related costs. The records should indicate the nature of the
activities in which the employee is involved. If the functions do
not vary significantly from period to period, the preparation of
time reports for selected test periods during the year might be
sufficient.

¢ Automobile and travel costs may be allocated on the basis of the
expense or time reports of the employees involved.

e Telephone expense may be allocated on the basis of use by ex-
tensions, generally following the charge assigned to the salary of
the employee using the telephone, after making direct charges for
the toll calls or other service attributable to specific functions.

= Stationery, supplies, and postage costs may be allocated based on
a studv of their use.

* Occupancy costs mav be allocated on the basis of a factor deter-
mined from a study of the function of the personnel using the
space involved.

e Depreciation and rental of equipment mav be allocated based on
asset usage.
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58 STANDARDS OF ACCOUNTING AND FINANCIAL REPORTING

tivities that are to be totaled and shown as management and general ex-
pensces in Exhibit A.

The cxtent to which particular salaries, travel, office and other ex-
penses can be identified as clearly management and general expenses will
vary widely among agencies. In a large national organization, executive
direction, financial management, overall planning and the coordination of
member unit activities may individuzally command the full time of several
executives and separate clerical staffs. In smaller agencies, a single execu-
tive may devote part of his time to management functions, part to direct
program activities and part to fund raising. His salary will need to be
charged, along with that of his secretary and his other time-related ex-
penses, such as travel, to each activity on the basis of the time devoted
to each. Repardless, however, of size or structure, the function of man-
agement and general services exists in every organization.

Activities that agencies should classify as management and general
services for expenses reporting in Exhibit A include:

General board and committec meetings.

Executive direction.

General staff meetings.

Office management.

Accounting, auditing and budgeting.

Corporate lepal services.

Personnel procurement.

Purchasing and distribution of materials.

Receptionist, switchbeard, mail distribution, filing and other central
services. '

Organization and procedure studies.

Administrative reporting.

The above list is representative of common management and general
activities. Other services—e.g., investment advice, executive training insti-
tutes—may have to be recognized by particular agencies as activities re-
lated to maintenance and direction of their total resources and also be re-
ported as management and general. In some instances, on the other hand,
some of the activities listed above can be reasonably, practically identified
as part of another service—e.g., legal services secured specifically in con-
nection with an agency’s child adoption program and separately billed, as
previously mentioned—and should be charged to the service benefited.
Unless a reasonable, practical and verifiable basis exists for charging them
directly to another service, however, activities of the type listed above
should be accounted for as management and general. (This includes, for
instance, rountine acknowledgment of and accounting for contributions and
other income. However, cost of maintaining detailed fund-raising records
should be charged to fund raising.}
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70 OPERATING THE FINANCIAL SYSTEM: AREAS REQUIRING SPECIAL ATTENTION Ch.8

%IS’I‘R!BUTION OF COSTS in connection with a single health program, a quota-

The concept of functional basis accounting, discussed
earlier in this book, requires that not-for-profit organi-
zations maintain formal records which reflect the classi-
fication of expenses both as to “object” (salaries,
occupancy, etc.) and function (i.e., program function
and support function). The purpose of the narrative
here is to discuss briefly some of the methods of expense
allocation for functional basis accounting and report-
ing. Many of the recommendations made in the STAND-
ARDS in this regard, are incorporated in this section.

The foundation of any functional accounting system
is that expenditures must be related to program func-
tions and support functions. Many expenditures are
incurred entirely for a single program and, thus, can be
directly related to a particular program without diffi-
culty. Examples are items purchased for a specific
program, or a person working full time in only one
program. In these instances, the full cost of the item,
or the person's salary and related expenses, is a cost
of that program.

(%v The difficulty in functional accounting lies with the
many expenditures that benefit several programs and,
thus, must be distributed among more than onc pro-
gram. These distributions can be accomplished without
any unusual problems if there is (1) a recognition of
the principles of expenditure distribution, (2} oppor-
tunity for assistance, if necessary, and (3) the existence
of a set of distribution rules for the organization based
on its size, local policies, and the type of accounting
system utilized. These and related matters are dis-
cussed below.

One basic principle to bear in mind is to record
expenses by function whenever feasible to do so.
Whether cxpenses are recorded initially on a checkboek
stub or in a multi-column cash disbursements journal,
the abject accounting classification of each payment
should be indicated at the time it Is initially recorded,
e.g., “supplies,” “postage,” “travel,” according to an
agency's object classifications. To facilitate functional
accounting for these same expenses, the functional
classification of an expense should be entered simultane-
~ ously with its object classification whenever possible.
wﬂns is normally feasible with respect to any expense
that is incurred for and benefits only 2 single function,
¢.g., supplies for a camp, -doctor’s fee paid for a client

support payment to a national organization, etc. The
benefits of such point-of-origin entry functional classi-
fication of direct expenses are: reduction of moath-end
analyses; minimization of opportunities for incorrect
classifications; and, establishment of direct documentary
evidence supporting an agency's functional classifications,

Expenses Cutting Across More Than One Function

As mentioned catlier, the most vexing problem of
functiona!l accounting is that confronted by expenses
that benefit more than one function—e.g., salarics,
office rent, travel expenses. Organizations are required
to develop techniques that will provide measurable
bases upon which expenses may be related to program
or supporting scrvice functions. For example, many
expenditures can be related to time spent on a particu-
lar program, ¢.g., salaries, conference expenses, etc.
Other cxpenditures may vary with space utilized for
different functions, e.g., rent, utilities, maintenance,
supplies, etc. The cost of equipment used in different
functions may provide a logical basis for distributing
related depreciation, maintenance, repairs and insurance
expenses. If space-related expenses are to be distributed
among services using a particular building, the proper
method is to determine the proportion of space used
for each function—normally the measurement of floor
areas occupied.

Allocation of expenses based on employee's time
requires some sort of time analysis or time reporting,
as discussed below. Other bases for distribution of
expenses may usually be established through a survey—
as of space utilized for different services—whose results
will furnish a standard basis for distributing related
expenses among functions. Organizations experiencing
relatively frequent changes in their activities, staff and
facilities should be alert to changes sufficiently impor-
tant to require recxamination of established expense-
distribution bases. It is recommended that such studies
be conducted, and if necessary, bases updated annually.

Time Reporting and Analysis. Since personal services
constitute the largest single cost of most not-for-profit
organizations, accounting for staffl members’ time spent
in particular program and supporting services is es-
sential for functional expense reporting by these organi-
zations. As mentioned above, for employees whose
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E;%,me is spent exclusively on activities of one program

service, no time reporting problem exists.

Functional expense allocation of compensation by
staff members engaged in more than one service during
an accounting period requires the accumulation of
reliable data upon which such allocations can be made.
In some instances, the activitics of employees vary
considerably throughout the year and from year to year
and, thus, only the daily time shect will reasonably
reflect the functional distribution. However, it is recog-
nized that accumulation of detailed time reports for all
employees is a time-consuming task and is not required
in every instance. Rather, periodic testing of the actual
work done by employees in representative job classifi-
cations may suffice to provide the data needed to deter-
mine allocations. The determination and use of such
a sample distribution requires careful planning and
execution.®” The periods selected for sampling must be
both sufficiently random and of sufficient duration to be
statistically representative of an employee's total activi-
ties for the year reported upon® In most cases, this
will require that sampling procedures be established on

Q “wcontinning basis. In any case, whether time reports

4 are kept on a full time basis or tests made of sample

perieds, guidelines should be established reflecting
anticipated activilies against which the results of the
actual time reports may be measured. It is recom-
mended that employees be trained in the procedures to
be followed in time reporting and that the appropriate
functional classification of each of their normal tasks
be discussed with them in advance. Provision should
be made for continual monitoring of the time reporting
program to permit detection and correction of errors.

Responsibilities of Management

The functional classification of expenses permits an
agency to tell the reader of the financial statements not
only the nature of its cxpenses, but also the purpose for
which they were made. Thus, the organization’s
management must assure that the techniques used in
gathering such cost data are adequate and that the
resultant financial statements reflect fairly the actual
operations for the year.

The STANDARDS provides an illustration of a
procedure for functional allocation of salary expenses

i Which is presented below.

Employees Fully Assigned to One Function, At the

CPERATING THE FINANCIAL SYSTEM: AREAS REQUIRING SPECIAL ATTENTION 71

time the annual budget is prepared, employees who are
expected to spend their entire time working in one
functional area during the coming year should be identi-
fied. Salarics of these people should be charged directly
to the applicable functions. However, to assure that
their assignments have not changed, a reguiar petiodic
review should be made of their duties and a note entered
in the functional allocation working papers that this has
been done.

Employees Assipned (o Several Functional Arveas.
Likewise, at budget preparation time, those employees
expected to perform work in several functional areas
should be identified.

I. The duties of each employee should be reviewed
with him or her, and a summary job description
should be prepared listing both the nature and
functional classification of work to be done and
the approximatc time to be spent in the respective
areas during the coming year. This document
should reflect the job tasks in sufficient detail so
as to serve as a reference source for determining
proper functional allocations by the employce
when preparing his or her time reports.

2. Budgeted allocation percentages should then be
prepared for each employee on the basis of this
review, together with an understanding of the
actual nature of the work to be done as deter-
mined by knowledgeable supervisory personnel.

3. In the event that the functional allocation of
compensation is to be reflected in the interim
financial statements, such allocations may be
made on the basis of these budgeted percentages.
The reliability of the budgeted allocation per-
centages should be verified by a continuing pro-
gram of test period time reporting, as follows:

a. The employees to submit time reports should
be identified. In the case of larger organiza-
tions, it may be satisfactory to identify repre-
sentative individuals in each job category,
rather than requiring all such employees to
submit reports.

b. Arrangements should be made for the selected
individuals to submit reports reflecting the
function benefiting from their daily activities.
These reports should be required on a regular
basis. However, in most cases, reporting of
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THOMAS £301 Comnecticut Avenue. NW Members of the Amenican [nstitute of

Washingien D€ 20008 Coroihnd Puldic Accountants
HAVEY 202/956-5607
& 0
LEXTIED PORLR: ACCOUNTANTS

September 3Q, 1987

NYS Department of State

Office of Charitable Regulation
162 Washington Avenue

Albany, New York 12231

Dear Sir:

We request an extension of time, until October 15,
1987, in which to file the State of New York Annual
Flnancial Report for the Humane Society of the United
States. The organizaticn's records are still in the
process of being reviewed and, until all discrepancies
have been resolved, a complete and accurate return
cannot be prepared.

Enclosed is Form 2758, Application for Extension of

Time to File Form 990,
Sincerely,

| _fcac)wr A B far

Laurie”’H. Brandt -

LHR:1lls
Enclosure



FbLL OFFICIALNAME AND ADDRESS OF MRGANIZATION
: - - Annual Financ '_»' Report (charitable Organization)
The. HBuzane Society of the Unfted States
2100 L Street, N. W, FOR YEAR ENDED Dagambar 31 __1086
| Washington, D.C. 20037 NEW YORK STATE DEPARTMENT OF STATE
W Organization's Telephone Numbes
Aroa Code Numbar Extansion
___CHECK BOX IF ADDRESS HAS BEEN CHANGED — 202 00 45221100
State Registration Number This financlsl summary supplements | LEAVE BLANK — QFFICE USE
13892 but doss not replace the organization‘s 1“‘“"’“’"‘ ned By
FedersllD.N complate financlal statements. Coples
¥1.0. Humber of the compiete financlal statements [reoum Sate
| 53=0225390, are available upon request .
Financial Sum mary TOTAL These columns are optiona
Supportand Revenue - UNRESTRICTED | RESTRICTED

Y. Directpublicaupport . . . . . . . . . . . . . . 1 5,797,274
2 Indirectpublicaupport” . . . . . . . . . . . .

3. Governmentgrants . . , ., , ., . ., . .

4. Program servicarevenus. . . . , . . . . . 240,000
8. Otherrevenue . . ., . . . . . . + + « « + « - . A S63,502..

€. Total supportand revenue (addlines T through$} . . . . . § 10,540,774

Expenses Bnciuding gramts and]
allocations of:

Proaram ilist individually);
7. Bumane Pducation Membership _and

8. .._Program Services._. . 4,285,627
w . Cruelty Imventigarion & Litigarion 711,570 :
10, Membership Davelopment Majling {1,929, 330,

11. Public Information {comblned wifund ralsing) .

12. Payments to afflliates/services toaffiliates . . L ____

13. Total program gctivity {add tines 7through1® . . . . . . 8,926,527
. Mansgemontandgeneral. . . . . . . . . . . . . 773,711
8. Pundralsing. . . . . . . . . .. . 00 . . |—=2308 509
18. Tots! expenses (add fines13through15) . . . . . . . . |—8,008 751
7. Excess {deficlt]) of suppart and revenua over expensas

(ine8minugtnet®y . . . . . . . . . . . . .. 2,592,015

|
~ Summary of Balance Sheet (as of _pecemher 21, 1929

1& A.“t‘ L] - L L * L ] . * " [ ] » L] L ] » 4 4 L] L] M‘joz-
W llabiles . . . . . . L . 0L L .. .. 222,352
20. Fund balancea (line18minustinet®) . . . . . . . . . L15,696,950

Explanation of incoma and expense items, if required:

Attachmunts; (1) Federal Form 880 {Z) Notes to Financlal Statementa

J25002-058 (11785) THIS 1S A PUBLIC AECOAD, COPIES OF WHICH ARE SENT, UPON REQUEST, TO ANY INTERESTED PERSON. PAGE?



PIOGR TAX FORME, Clw, lews MISEZ (511 7601

rem 2158 Application for Extension of Time To Flle Oud . 15450048

1
N m'.'!‘x‘r’ U.S. Partnership, Fiduclary, and Cartain Exempt Organtzation Returns end
Itarnat Revenue Service ' » Flie 2 separate application for each raturn,

Passs Mame
o TRE B UNE SCCieTy OF THE WdiTD STATER

Numbet snd street (or PO Box number imad o not deinvared 1o stzent address}

arighnal and
...*zzf-'“‘g/ao-t srgggzw AW

roturn. City or town, siste, snd ZIP code Er——ry
m:-u-’ }V /?'/[J , : -C- a‘l __’ tnu:nu-mm

(3 corporations filing Form 1120S, political or exempt organizations fillng Form 1120
organizations fliing Form 990-T, or farmers’ cooperative :ssocfattom fiting Fortg 990-C, usﬁ%%&?nh sxempt

! Anextensionottimeuntit  QCTORER. IS, 1987 ... is requested in which ta fie (check only onel:
O Form 1065 O Form 1041-A Form 4720 O Form $90-T (4012} trust) O form990-BL
O Form 1041 (estate) 3 Form 10418 8 Forms227 O Form990-pF O Fom 8069
O Form 1041 (trust) O Fom3sz0a 8B Form 390 53 rocen s ¢ (otner than 401(s) trust)

Checkhere [, if organization does not have an office or place of business in the United States.

2 Forcalendaryear 19 £b .. orothertaxyeardeginning ... .andending_ ... ...

3 Kas anextension of time to file been previously granted for thistaxyear? . . . . . v v e e s e e X Yes O No

4 State in detail why you nieed the extension. AVVITIONBL . TIME. 15, STILL MCELCD. IN.ORDER. TO e if LCTE.

Lot ATUT OF THE ENANCAL STATEMENTS,, i reH AEE. &cﬂfx-mugﬁmmzm
L. LOET). 70, A5 50N A5, THE RERARANG COEA). TTENTS ALE FESOLVED., A COUPLETE
AL ACCLATE.. RETULN, CNL-BE . FROIPILY,. LD ... eeeereremeessasnsonans

S8 this form is for Form 1041, 4720, 5227, 6069, 990-BL, 990-PF, or 990-T, enter the total unpaid tax
etimatedtobedosontheretom . . . . . . . . . . . ..o S 7/

® If an estate, filing this form for 8 tax year beginning before January 1, 1987, enter at least 1/4 of the amount
onfine 52and pay with this fOrm . . . . » o » . . u .o e C ... 8__N/A

€ AN others (other than estates using line 5b), enter the total amount from fine 82 and pay with this form (see the instructions) $ A//A4
Caution: ﬁf;“‘ ::!l be charged on any tax not paid by the reguisr dus date of the retums filed on forms listed on line 5a above until the
pad.

Signature and Verification
Under penatties of periury, | declare that [ have examined this form, including accompanying schedules and statements, and to the
dest of my knowledge and betief, it is true, correct, and complete; and that | am authorized to prepare this form.

Sgature B évw&’M N4 ome > S/r27 | %IS‘ f\EB
(RS wifl show below whether or net your application is approved and will return the copy. o 4

to Applicant—To Be Completed by IRS
We HAVE approved your application. (Please attach this form to your return.) {'o 8 1 7 1987
O We HAVE NOT approved yout application, (Please attach this form %o your retumn.)
However, Decause of your reasons stated above, we have granted 8 10-day grace period from the date shown below or due %E of your

return, whichever is later. This 10-day grace period is considered to be a valid extension of time for purposes of ejpcti
required to be made on timely filed returns.

C Wae HAVE NOT approved your application,
After considering your reasons stated above, we cannot grant your request for an extension of time to file. (We are not granting the

10-day grace period.)
O we cannct consider your spplication decause it was filed after the due date of your retum.
D Other_______.. eeeeesssesnscanan .
ﬁ//)
'/%k -
Oute

if the copy of this form is to be returned to an address other than that shown above, please enter the address where the
copy should be sent,

[
THomAs gmy ¢+ 0,
Type Numbet and street (or P.O. Box numbaer if mast i not detvered [o street sddoess)
« | 4301 COMNECTICUT AVE., N-W.  SuiTE 422

Prist or town, slate, snd JIP code

]

L. 20008

For Paperwork Reduction Act Notics, see back of form Form 2758 (Rev. 10-06)




SCHEDULE 1 — CONTRIBUTIONS

NOT.. 0 not report donated services or faclilties in - 8 schedule.

Contributions and Grants
Direct Public Support

1. Directmait . . . . ., . . . ., ., .. ... .. . .

2. Telephone solicitationcampalgns . ., . , . . . . . . e e e
3. Commercial co-venturers {attach Schedule .
4. Doorto-Door . . ., . . . ., . . ., . .. . .. .. . ..
5. Speclal events {contribution portiononly} . . .

TOTAL
AMOUNT

Portlon other
than cash

3,875,893

8. Other (specily) Muﬁn&&:mm_nnmﬂm\
7.

10. Total general public support (add iines 1 through®} . .
11. Foundationand trustgrants . . . . . . ., . .
12. Corporate and other businessgrants . , . . . .
13. Legaciesandbequests . . . ., . . , , . . .

- [ - -
-
. "
-
-
L]
-
.

14. Total direct public support{add lines10through 13} . . . . . . . . . .
(Transfer totaf line 14 to page 1, line 1.)

Indirect Public Support

15. From Federated FundraisingAgencles . . . . . . . . . . . . . .
18. Fromaffliates. . . . . . . . ., . . . . . . . . . .. . .
17. Fromotherfundraisingagencles . . . . ., ., . . . . . . . . . .

18. Total indirect public support{add lines 1Sthrought?y . . . . . . . . .
{Transter total line 18 to page 1, Hine 2.)

Government Grants
18. Speclfy Agency:

{a}
(b)

{c)

{d}

{e} Allothergovernmentgrants . . . . . . . . . . . . . . . .

20. Total government grants{add ines (ajthrough(e}.} . . . . . . . . . .
(Transfer total line 20 to page 1, line 3.}

21. Total contributions and grants (sumoflines 14,18and20} . . . . . . .

3,737,274

Fundraising Information

{a) Did the drqanizatlon engage the services of a professional fundraiser? (1 Yes & No if(a}ls Yas, complete Schedule 2.
{b} Did the organization engage the servicas of a commerclal co-venturer? O Yes & No If {b) is Yes, complate Schadule 3.

CERTIFICATION 8Y CHARITABLE ORGANIZATION

Under penalties of perjury, we deciare that we reviewed this report, accompanying Federal Form 990 with attached schedules, and to the
bast of our knowiedge and bellef It is true, correct and complete In accordance with the rules of the New York State Degpartment of State,

Officeof C s rities Registration and the [nstructions applicable to this report.

[

ignature of Plesident or Authorized OTficer Titte ~ | Date Signed
£ v A444_,—A_24 é/é 4/??
v Titie Date Signed

1

'9/2«/@7

V After this report hag been fully executed by the two officlals Indicated above, send It to the
PAGE2 NYS Oepartment of State, Office of Charities Reglstration, 162 Washington Ave., Atbany, NY 12231,



INDEPENDENT PUBLIC ACCOUNTANT'S REPORT

. We have examined the baianze sheet {(Part V) of d Btaten.
g "8 Of December 31, 1986 . , and the related statement of support, revenus and expenses and changes (n fund
balances {Part I} and statement of functional expenses (Part ll} for the year then ended Inciuded [n the accompanying Internal
Revenue Service Form 990. Our examination was made In accordance with generaily accepted auditing standsrds and,
accordingly. Included such tests of the accounting records and such other auditing procedures as we considered necessary
inthe circumstances.

in our {my) oplnion, the financlal statemants rafarrad 10 above present fairly the financial positionof _ —_—
+ The Humane Society of the Untted States _ as of December 31, 1986  g4nd the
resuits of its operations for the year then ended, in conformity with generally accepted accounting principles apptied on a
basis consistent with that of the preceding year.

Our examination was made for the purpose of forming an opinlon on the above financial statements taken as a whols. The
sccompanying Information coqageaoninadmoaconcx |8 presented for purposes of additional analysis and is not a required
partof the above financiat statements. Such information, except for that portion marked “‘unaudited", on which we express no
opinion, has been subjected to the suditing procedures appliled In the examination of the above financlal statements; and, in
our opinjon, the Information Is falrly stated In ail materiat respects in relation to the above financial statements taken as &

. whole.

hddresis Date
4301 Counnecticut Averue, N.W.

] on, D.C, 20008
1 Firm, Name of Engagement Partner

Name of Firm or [ndividua! Prectitioner

—Thomagr Havey & Co e s
Signaturs of Firm or Individual Practitioner =

STATEMENTS REGARDING'CERTAIN ACTIVITIES

1. Have your organization's books and records been auditedGvanv advernmental agency during
MOYORIT? ... cerrninnennss O OYes BNo

3, specify agency: N .*-*_izéﬁndmdm;_
T

2. Does your organization send “Unordered Marchandisar+sSeais,” or “Stamps" In its solicRation of

contributions?. ...... crrmaeserareeerane frersriemnes M Er e bae e P reaa e e aras
nYy [bemeichandise: S . .

CYes ENo

. Does your organization allocate costs of multipurpose scuvities bétwesn program services and

fundralsing {e.g. Direct mail, Telethon, etc.)?............ O b me it beeaereeaeataearareeaas
i Yas, submit schedule detalling the foltowing: type of activity, method and factors ysed to determine
aftocations, {ctal expenses by line item, amount allocated to fundralsing and amount allocated to

services.

4. Has this report been distributed to the organization's governing board? ............ e ®Yes O No

$. Does this organization regularly solicit salvage; is It a party to a contract involving the solicitation

of salvage; ordoesitsell salvagein athei StoraT .. ... . e
H Yes, submit schedule detalling income and expenses and an explanation of the operation.

CYes ®MNo

PAGEY



SCHEDULE 2 — PROFESSIONAL FUNDRAISERS (PFR} /)

ITEM TOTAL EVENT EVENT EVENT

. Brief description of campaign, drive or event§
. Date or pariod covered . e e e .

L Ay s

. Name and address

. Reglistration number of PFR .
. Total public donations” .

. Allpaymentsto PFR. . . . L e

~ Ot A

. All other fundraising expenses of tht
organization for sach event

8. Total axpenses (line § plus iln; ?).

§. Netprocseda(lineSminusiine8} . ., . —_
{If more than three avents, attach a schedule using the same format.)
*Online 3, DO NOT exiude amounts retalned by PFR or others (... amounts reported on line 5).

SCHEDULE 3 — COMMERCIAL CO-VENTURERS (CCV) N/A

ITEM TOTAL I EVENT EVENT EVENT

. Brief description of campalgn, drive or avent
. Date or period covered . e e e

1
2
3

. Name and address

. Regiatration numbaer (Ifappﬂcab[e) of CCV
8. Totstrecelpts”, . .

. Nstamounts received by organization .
(If more than three events, attach & schedule using the same format.}

*On iine 5, enter gross amounts racelved by the CCV Including all amounts retalned 3y the CCV and using astimates only when neceasary.

PAGE 4



Harmon & Wriss

Lifficulties in Chtaining Cor ilefe
Information on Mrs. Hoyt's Travel

Aoccuntants

Foabruary %, 198%8

anked VYoorheoes for costs of &1l frips of Frs. Hovi in la
Years.,
February 23, 14uB

Avcountants prepared & list of only the airfares paid fo
?" L\;s
February 24, 1988

In meeting, asked Voorhees for alil ; food, ledoing
fEpenses Lald by HEUS for krs, Hoyt dncluding these trips in
which the transportation costs nay have been pald by coupon or

others,

}_ﬁ,b uary 299 lgg

baal

Confirmed this recuest in writing.

I received a 1isting of meals and accountants state
o

4]

)

hotel bBills were irrelevant. I xemindeq then that a

cogte pore than 2 single and asked again for notal gosts. Por
the May 1984 tyip they listed the costs of the meals in
unidentified foreilgn currency, but, of oourse, Iif g reimd
the Hoyt's for thess costs, HSUS would have done so in dolls
CE fhe trips listeo on February 23, 1%E8, 2, or 2%%, were 1i
incorrectly as 1o date,

thaers ware trigs
on these Lyins

Although T was fo
using freguent fliver ¢
provided on Favoh 1, 19

I wag told zeveral bime, "yvou have il the trips
the 1lth hour Mgzch 7 the aoeountants dlscliosad
paic for o i £, ‘fhe airrlanc
B4,605,.67 nore the othoer total cosis foy
trarsportatio & tuf@e Vg tod, Presumabley W.E.¥F.A.
UTR ?ﬂf th g i have not been provided

i

i

i#




For some trips, the completed HSUS expense form bears no
telationship to the amounts listed by the accountants. See 5/24-
6/20/86

Mr. Hoyt:

1. Asked him on January 26, 1988, He was vague saying annual
meetings last 3 to 4 years and occasional trips to Europe. When
pressed said he really could not recall information on European
trips.

2. Asked in writing on questionnaire for him to "List" payments
for travel expenses. He failed to "list"™ and stated only that
she went on some trips.

3. March 2, 1988 asked again in writing.

4. Mr., Hoyt's letter of March 8, 1988 again failed to answer the
questions.
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Name:

Tohn A, Hove

éf\.e;--

. *

The Humane Society of the United

-

States

Weekly Charge and Cash Expenses

Week Ending:

PFanic Flace

- Sydney

Auckland, H.Z.

Fiii

Hawaii

Ty Date

2/6-2/6

2/6-2/11

2/11-2/12

2/12-2/14

Miles Driven:

—_— e

Item

SUNDAY

MONDAY

TUESDAY

WEDNESDAY

THURSDAY

cue || casH

" CHG - || casH

" cHG || casH

CHG || CASH

CASH

Bir Travel

ya

M s

I

' Hx

Hetel

45227 . ROV

Kz4a48.

—

4
200,28

Ereakiast

$136.76

LE O

($230)

13&.nnap
52
97. 8¢

M #

Lunch

{$120)

7590) _

Dinner

Taxi-cariare

Enlertainment

-

Tips

-

Tel. & Tel.

Automobile Renta!

Mileage Reimbursement - "

Parking and Tolls

Gas Purchase

Auto Maintenance .

+

Totals

]
s320 | s100

$225 $50

sz5s.ua}|slnn

1,857 0f

$758

Travel advance
Less cash spent

Balance due

$2000.00
758.00

$1242.00

Plecse list purpose of trip and conlocis on reverse side.

Charges £11,857.03
Cash 758.00
Total £12,615.03
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The Humane Society of the United States : '
Weekly Charge and Cash Expenses PR
Name: John &, Hovt Week Ending:
] —
Faom:  Place San Francisco |Sam Francisce Hong Konp Singapore II-Lelhourne Adelaide Canberra
Fox__ Date 1/17-1/18 1/19-1/23 1/23-1/26 1/26-1/28 1/29-2/1 2/2-2/3 2/3-2/4 -
Miles Driven: e —
M ' —
ltem SUNDH‘I’ — ?EQDAY TUESDAY THHRSDJKY _ SATURDAY TOTALS |
cHG [| casH |.CHG || CASH |- CHG [ cast “ CHG. || CASH “CHG. || cash | CHG || cas
Air Travel ‘?’E’E o/ | S ;. sl EEE— —
—-5&2’- 5? — -
Hotel 964wV i [HK3, 894 J30v/ 3.85 120.35v
: £54E83 200 ool
Breakiast “ S | RAREE i
Lunch IR " T u —
; W’ ! i
Dinner e 43l -
Taxi-carlare =T || Z . - 7
Entertainment S II : I o i! S ij JE )
Tips I s.o0f - I I ]
Tel. & Tel. . I , I
Automobile Renlal . 29_31,!" EECEE I S || R 5 li
Mileage Reimbursemeni - oem ll |! E ]
Parking and Tolls R G T S I -
Gas Purchase Do 300l - : S . ]
Auto Maintenance :ﬁl o 7 ] -
Gifts ' °170.0 B , -
— T HE 550 _
Eriefcase c- i : - L
Totals $9689.99] $8.00 ﬁ?&éﬂiﬂ ($534) || s100 (s$300} |ls100 ¢s200) || stso (580 | —

@harged- to Trevor Scott’'s credit card.

Please list purpose of inp ond contacis on reverse side.,

?Zﬁetf /‘;?’ﬁ/ v
ZZ{J £ xFeere
Cock

Fo 8
LY, O
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The Humane Society of the Un_lteti States
Weekly Charge and Cash Expenses

Frorﬁ / ? (dadice i Zg g,// .@l J%jf & M% - a‘f-—{ﬁwﬂ’ /4; W P j—
To: >t : g
Miies Driven:
SUNDAY MONDAY TUESDAY WEDHESDAY THURSDA? FRIDAY SATURDAY TOTALS
Item cHo || casH | cno_ || cash | che ” casH | cHG || casH ciG || casH | cHo casH | cHG || casH | chG || casn
AT W
o Holel RS I |
Breakfast .. i
Lunch \ Q ' Il
Dinner \:24' “ "
Taxi-carfare & \, :{_E't« /jl H ﬂ
Entertainment \ ?%_ "
Tel. & Tel. I \‘ _ |
Autormobile Renlal T ?”q |
Mileage Reimbursement . \ E[ n % g
Parking and Tclls \ "
Gas Purchase ]]
_Aaito Maintenance y A
if & 4| 5'3{; —
fj//i" " 7
I /b2y Tt
' - " il -
: £ /6'? l‘.'::'c? - Please list purpose of inip ond condacts on reverse side. ﬂr ey //
' S o~ . o7




HarMon & Wriss

Lemonstration of Difficulties Obtaining
Complete Informapticon

Fekbruary 24, 1988

Learned that line on HSUS 1686 Financial Statements entitled
"rayrents bto annuitants” was ilnacrturate because 1t included pay-
ment Lo the corporation WHEC. Asked for infermation on come
ponents of this line on financial statement,

February 26, 1888
Fecaived nares 0§ annuitants of Mellon accountant. ¥
o

repeated that I wanted amounts paid to therx and othsr components
of this line on f{inancial staterent.
b Es! 5

February 2% ox Farech 1, 1BER

Received agmounts eryonenusly reported as "rponthlv® - when
they were guarterly — asked for meve inforpation.

Barch £, 1%BE

Received Mellon Statexents performed caloulations which show
that Mellon disbursements do not egual figure on financial state-

ments.

Marceh 3, 15838

P

Bad to ask Ageln whet othey payrments ¢o into this ltem.
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HUMANE SOCIETY OF THE UNITED STATES
PRESIDENT'S SALARY AND BENEFITS
FIVE YEARS

1987 1986 1985 1984 1983

HSUS Compensation $95,000 $95, 000 $90, 000 $85,000 $85, 000

Travel Allowance 4,000 4,000 5,000 4,000 4,000
Insurance 1/ 9,108 8,434 5,109 5,109 5,109
NHEC 2/ 14,000 14,000 13,000 © 9,000* 9,000*

Deferred Comp. 3/ 5,000 5,000 5,000 5,000 0
TOTALS $127,109#% $126,434 $118,109 $108,109 $103,109

*Imputed value of HSUS Provided Automobile 1983 & 1984

$Exclusive of value of housing May-December 1987

1/ Insurance

Manhattan Life 4,000 333 0 0 0
Mass. Casualty Disb 913 913 913 913 913
Conn. Mutual Life 4,196 4,196 4,196 4,196 4,196

Aetna Life Ins g 2,992 ] 0 1]
9,108 8,434 5,109 5,109 5,109

2/ NHEC

Auto/Travel 9,000 9,000 9,000 0 Q

- Add'l Comp. 5,000 5,000 4,000 0 0

14,000 14,000 13,000 0 4]

3/ Deferred Comp.
Aetna Plan 5,000 5,000 5,000 5,000 0

{[

i

L T



The Humane Society of the United States
Special Meeting of the Board of Directors
Washington, D.C.

December 12, 1987

A special meeting of the Board of Directors of The Humane

Society of the United States was held at the reguest of five
directors.

Directors Present Samuel Bowman, Dr. Carcl Browning, Harold
Gardiner, Alice Garey, Paul Heneks, Gisela
Hunnicutt, John Kelly, William Kerber, Jack Lydman, John W.
Mettler III, Susan Pepperdine, 0.J. Ramsey, Marilyn Seyler,
Robert Sorock, Brook Speidel, Viola Weber, K. William Wiseman

Directors Absent Coleman Burke, Irene Evans, Regina B.
Frankenberg, Jane Goodall, Dr. Amy Freeman
Lee, Virginia (Pat) Lynch, Robert F. Welborn

Others Present Murdaugh Stuart Madden, Bardyl R. Tirana

The meeting was called to order at 10:05 a.m. Chairman
Wiseman reported on president John A. Hoyt's condition and

announced that he was scheduled for an angioplasty on December
1l4.

Mr. Wiseman also welcomed Mrs. Viola Weber as a new board
member, and introduced Mr. Bardyl R. Tirana, an attorney
representing directors Bowman, Seyler, Mettler and Speidel.
Mr. Madden was introduced as counsel to Mr. Wiseman. Ms.
Hunnicutt asked if Mr. Madden would also represent the entire
board and it was confirmed that he would be available for that
purpose.

Mr. Wiseman announced that director Susan Pepperdine would
serve as secretary pro tem for this meeting.

Minutes A motion proposed by Ms. Speidel moved and

seconded to include a section in the October
15 minutes after the first paragraph. Ms. Pepperdine proposed
an amendment with alternative wording, which was moved and
seconded. After discussion, the vote was delayed until later
in the meeting.

Legal Aspects of Mr. Wiseman read a section of a letter
Merger Proposal from five directors regarding legal

aspects of the merger proposal. Upon
request of Mr. Wiseman, Mr. Bowman deferred to his counsel,
Mr. Tirana, to state the legal questions being raised. Mr.
Tirana stated that such a proposal, whether called a "merger"
or "union," would have to have the approval of the vote of the
members or stockholders.




The Humane Society of the United States
Special Meeting of the Board

December 12, 1987

Page Two

Mr. Wiseman discussed the legal aspects that were considered
in order to comply with the Delaware laws under which the HSUS
is incorporated. Under counsel from the HSUS legal staff that
if a less formal "union'" rather than a "merger" were proposed,
it was felt the law could be complied with.

Mr. Madden read an August 14 memo from his associate, Roger
Kindler, stating that the question would have to be taken to
the membership as a whole for a plurality of the vote. 1In an
August 18 memo the counsel stated that a membership vote could
be avoided by retaining the Michigan Humane Society as a fully
operational corporation with current assets, liabilities and
employees maintained in its name.

' Ms. Speidel stated that since the “"blue book® on the proposed
union didn't include all the background information, the
directors didn't have the facts needed to make a considered
decision. As an example, she cited an early December memo
from the HSUS legal staff raising questions about the wording
in the "blue book." She also said the board did not have
Roger Kindler's August memoranda. She indicated that the
directors could be placed in legal jeopardy for voting on a
question without having this information.

Mr. Bowman stated that he represented the members who elected
him and felt he could not fulfill this responsibility without
having access to complete information.

Mr. Wiseman noted that the board voted to pursue the union.

In response, Mr. Kerber stated that many members had
objections after realizing that the effects of the union, such
as operating clinics, were different from the positive
presentation given to the board at the April board meeting.

Mr. Heneks stated that he felt there was no legal exposure
since there was to have been an opportunity to vote on the
question at the Phoenix meeting.

Mrs. Browning, Ms. Hunnicutt and Mr. Mettler objected to this
statement. Mr. Mettler noted that at the April meeting the
directors voted to continue considering the union, not that it
was agreed upon.

Mr. Bowman stated that Mr. Hoyt, without the knowledge of Mr.
Irwin as treasurer, transferred $25,000 from HSUS funds to the
MHS in December 1986.
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Ms. Speidel said she met with Mr. Hoyt October 6 and asked
what financial entanglements the HSUS already had with the
MHS. At that time, she said he mentiocned only the $5,000 that
had been used for the mourning dove lawsuit. When she asked if
there were any other amounts to disclose, she said he assured
her that there were none. She also stated that in a dis-
cussion with Mr. Wiseman on October S, he said Mrs. Rose told
him the finances of the MHS were in "dreadful shape," but he
said he didn't believe they were. She said such information
bears on the legality of the union.

Mr. Tirana confirmed that it is necessary to have all the
facts in order to determine the legality,

Ms. Speidel asked why the $25,000 was not disclosed until
December 1l. Mr. Ramsey objected that there was a tacit
conclusion that any disclosures that were made revealed
illegalities.

Mr., Sorock discussed amounts received for the dove lawsuit,
and offered to provide the complete list of amounts received.

Mr. Madden said a diligent effort had been made to comply with
Mr. Tirana's seven-page request for information. He said the
$25,000 was in addition to the $10,000 given earlier for the
MHS to make a compilation of all state laws regarding animals.
He noted that other organizations also contributed to this
project.

Ms. Speidel raised an issue about . a letter written by Mrs,
Rose of the MHS concerning finances of the organization. Mr.
Bowman said the night hefore the Detroit board meeting he
learned of resignations of several MHS board members., When he
asked about resignations during the meeting, he said Mr. Irwin
answered that two or three had resigned. He said he then
received a letter from Mrs. Rose saying eight members
resigned.

Mr. Bowman declined to read Mrs. Rose's letter, though Mr.
Kelly and Mr. Heneks asked that it be read. Mr, Sorock
suggested making copies, but Mr. Madden said none should be
made and that if the board wanted to hear the letter, the
chairman should read it. Mr. Heneks then asked if it could be
read off the record; the chairman said it could and then read
it to the board. Mr. Sorock said he could refute each of the
claims in the letter at an appropriate time.
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President's Salary The board proceeded to Topic 3 on the

and Benefits agenda concerning the president‘'s salary
and benefits. Mr. Wiseman said the board

members had questions about this matter, and Mrs. Browning

confirmed that she had asked about this at previous meetings

but had not received an answer.

Mr. Lydman referred to the April 22 and August 25 minutes of
the Deferred Compensation Committee concerning the purchase of
Mr. Hoyt's house.

Mr. Wiseman read from the September 9, 1983, Executive
Committee meeting which established the committee.

Mr. Ramsey said Mr. Hoyt told him some years ago that a loan
had been made through Coleman Burke and the Jeffrey Fund (not
HSUS funds} to provide him a house such as a minister would
have. 1In about 1980, Mr. Ramsey said the loan needed to be
repaid and that Mrs. Evans then locaned that amount. The date
of the loan was January 10, 1980. In 1986 Mrs. Evans forgave
the loan.

The Compensation Committee did not feel it appropriate that
the president owe a debt to the HSUS and therefore authorized
the purchase of Mr. Hoyt's house, taking into account Mrs.
Evans®’ gift of the note.

Mr. Wiseman said that housing was provided rather than a
higher salary. The money was not in the budget because it was
" an investment, and it should have been discussed with the
chairman of the Investment Committee.

Mr. Mettler questioned the authority of the Deferred
Compensation Committee and the fact that the transaction was
not reported to the board. Mr. Wiseman said a report should
have been made, but that the committee had operated as being
confidential. He said the rules were being rewritten through
a resolution that the president's compensation be voted upon
annually by the board. )

Mr. Tirana said the Compensation Committee was not formed by
the board,. but by the Executive Committee, which does not have
that authority.

Mr. Ramsey said that he wouldn't accept that there were
improprieties simply because minutes weren't in Mr. Tirana's
hand to confirm election of the committees. Mr. Madden said

?
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he felt it would be legal for the Executive Committee to
establish such a committee, but said the wording of the bylaws
was subject to either interpretation.

Mr. Wiseman said Mr. Burke set Mr. Hoyt's salary and he in
turn set the other salaries, _

Mr. Ramsey presented a resolution. After some discussion, Ms.
Speidel presented a different resolution to establish an
Oversight Committee, Mr. Ramsey said he felt it was wrong to
send a letter to previous directors. Ms. Speidel identified
those directors as Cherie Mason, Anna Fesmire and Everett
‘Smith, saying they were included because they were affected by
the legality of actions taken during their terms.

On the question of the president's salary, Ms. Browning said
the board should know this and set the salary. Mr. Gardiner
disagreed.

Mr. Ramsey proposed to delete the section of his resolution
concerning confirmation of the actions of the Deferred
Compensation Committee. He referred to page 4 of Mr, Tirana's
letter concerning Mrs. Bvans, saying it included accusatory
langquage.

The motions by Mr. Ramsey and Mr. Bowman were tabled for later
consideration.

Ms. Hunnicutt asked about travel expenses and how they were
paid. Some discussion ensued.

Mr. Bowman discussed the Edith Goode and Alice Morgan Wright
bequests and questioned how payments have been made. Mr.
Heneks objected to charges being made and recommended
consideration of the resolution to look into the matters
without discussing every item at this meeting,

Mr. Ramsey amended his resolution to qualify the wording to
include phrasing "based on currently available evidence” that
would serve as a vote of confidence.

Mr. Tirana discussed the issue of self-dealing and said "on
the face of it" there was an appearance of that in the matter
of the house occupied by Mr. Hoyt.

Mr. Wiseman and Mr. Kerber stated their views favoring a vote
of confidence for Mr. Hoyt, Mr. Irwin and Mrs. Evans.
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Mr. Mettler recommended that a vote of confidence would be
premature and that the goal was to get everything on the table
in order to start with a clean slate at the aApril meeting.

Compensation Item 4 on the agenda was discussed concerning
of Directors compensation of directors. Mr. Bowman said

annual disclosure of such compensation or
services should be made to the board. Mr. Madden said that it
was a matter of the bylaws to give such assurance.

After some discussion, the consensus was for the board to
establish procedures for reporting any reimbursement.

Role of On Item 53 of the agenda, Mr. Mettler said the
Treasurer organization is now so large that some

assistance is needed from the board to
provide "checks and balances" to the treasurer. He pointed
out that Mr. Irwin is the first non-board treasurer, and that
the Finance Committee has not served in that capacity, and
suggested that it should. It was the consensus to accept Mr.
Mettler's recommendation that he and Mr. Irwin define the
duties of the Finance Committee and present these at the April
meeting. i

Ms. Hunnicutt asked for information on staff members in order
to determine whether salaries are in compliance with equal
opportunity statutes. Mr. Wiseman suggested she write the
president for this information, but Mr. Bowman replied by
reading from an earlier letter of Mr. Hoyt's which implied
that he would reply to such requests only as a "favor." This,
Mr. Bowman said, conflicts with Delaware law. Mr. Madden
concurred with this judgment.

Role of Board On Item 6, Mr. Mettler stated that the goal
of Directors was to define the role of board committees,

to assure that they’'re appointed by the board
and that they report back to the board.

Mr. Bowman proposed that directors sign a statement saying
they are familiar with the bylaws and would be willing to
serve on a committee. Ms. Hunnicutt asked that board members
should be allowed to sit in on any committee meeting. There
was also discussion of the role of the nominating committee,
how it is appointed and how it operates.

Ms. Seyler recommended that a committee be formed to determine
how committees are named and their proper role. Mr. Wiseman,
Mr. Bowman, Ms. Browning and Ms. Hunnicutt volunteered to
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serve on this committee. It was the consensus to accept this
proposal.

Mr. Mettler recommended that an Oversight Committee be
established, using wording proposed earlier in the meeting by
himself, Ms. Seyler, Mr. Bowman and Ms. Speidel. Mr. Ramsey
noted that there could be a conflict represented by the fact
that Mr. Tirana's firm represents the HSUS auditing firm,
Thomas Havey Co., but that if this potential conflict were
understood, any objections could be waived.

There was discussion of the propriety of using outside counsel
versus using the services of in-house ccunsel. Mr. Madden
also raised the guestion of whether the Havey Co. would be in
effect asked to audit its own actions.

Mr. Ramsey suggested revisions in the wording of the
resolution to establish an Oversight Committee. There was
discussion by Mr. Wiseman of whether this committee would cast
doubts on the organization, and whether the questions could be
answered without taking the step of forming the committee.

Mr. Mettler proposed an alternate resoluticon, The motion was
moved and seconded, and was passed unanimously. (See
Attachment A,)

Ms. Hunnicutt proposed that the four board members who
employed outside counsel be reimbursed for that expense, Mr.
Wiseman objected, saying he had cooperated with the directors’
demands for information and that it was therefore unnecessary
to hire outside counsel. After further discussion, she
withdrew the proposal.

A motion was made and seconded to reconsider the added wording
proposed by Ms. Pepperdine be included in the minutes of the
Qctober 15 board meeting. The motion carried.

A motion was then made, seconded and carried to accept the
amended minutes to the October 15 meeting.

The meeting was adjourned at B8:40 p.m.

Respectfully submitted,

Susan Pepperdine
Becretary Pro Tem
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Attachment A

Resolution

WHEREAS, the Board of Directors of The HSUS has the utmost
faith and confidence in the executive staff of this
organization; nevertheless, it is timely that an Audit
Committee ¢of the board be established.

Therefore, BE IT RESOLVED, that an Audit Committee comprised
of Susan Pepperdine, Robert B. Sorock and John W. Mettler be
established to make a full report to the Board of Directors on
the management of the financial affairs of the HSUS in advance
cf the April 1988 board meeting, and that the Audit Committee
be authorized to expend up to $50,000, in its discretion, for
professional services of accountants and/or counsel, plus
reimbursement for committee members' personal expenses.

Amendment to October 15, 1987 Minutes

During discussion Dr. Lee stated her view of the role of
directors and questioned actions of some directors. Mr. Hoyt
then stated that he as president has sole authority to deal
with the staff and personnel, and said that if it were
otherwise, he would not be willing to continue as president
and felt that other staff members would feel the same way.

Mr., Irwin supported that statement. Ms. Speidel stated that
she objected to the remarks and that it was both her right and
her duty under legal advice she had received to raise the
questions that had been brought up.
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