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ankruptcy shakes

The Radnor-based foundation promised big returns. Hundreds
of nonprofit groups and donors could lose millions.

J - By Peter Dobrin
e and L. Stuart Ditzen
INQUIRER STAFF WRITERS

“T'he Foundation for New Era Philanthropy,
ofle of the nation’s most innovative and larg-
est charities, went into bankruptcy yester-
day, listing more than $551 million in liabil-
ities and $80 million in assets.

«The sudden filing in federal bankruptcy

court here stunned hundreds of charities
and philanthropic donors who had counted

on the foundation to enlarge, even double,

their charitable money.

‘Among the institutions whose money may
now be in jeopardy are the Pennsylvania
Academy of the Fine Arts, the Academy of
Natural Sciences, the University of Pennsyl-

~ vania, and the Franklin Institute.

Tuesday, May 16, 1995

“I think it’s going to be a dreadful debacle,
there’s no question,” said. Alexandra Wolf
Fogel, executive director of Delaware Valley
Grantmakers. “There are a lot of nonprofits
out there with money invested with the
foundation, and I've talked to a lot of people
today who are terrified, whose boards are
terrified. This is a very, very serious situa-
tion for the nonprofits and for the commu-
nity as a whole.”

The bankruptcy comes four days after Pru-
dential Securities named the Radnor-based
charity and its chief executive officer, John
G. Bennett Jr., in a federal suit that demands
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world of charities

repayment of a $44 million loan.
The Wall Street Journal disclosed yester-
day that the Securities and Exchange Com-

mission had begun an investigation of the -

charity. |

The Pennsylvania Attorney General’s Of-
fice plans to file a motion this morning 1n
Commonwealth Court asking that the foun-
dation’s assets be frozen, according to Janice
I, Anderson, chief deputy attorney general.

Anderson said the Attorney General's Of-
fice is looking into the possibility that the
foundation operated as a Ponzi scheme,
which induces people to place money with an

investor in the expectation of large returns.
She said no final judgment could be made
until a financial examination was completed.

Neal D. Colton, the lawyer who filed the
Chapter 11 bankruptcy for the foundation,
said the list of creditors may exceed 300.

Colton sought court appointment of the
accounting firm of Coopers & Lybrand to
analyze the foundation’s books and records,
which he described in court papers as disor-
ganized and possibly “incomplete and 1nac-
curate.”

He also sought to keep secret, for the mo-
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harity files for bankruptcy;
area groups could lose money

BANKRUPTCY from A1
ment, the names of the foundation’ s

credltors “They include very
wealthy individuals and high-profile
organizations who, for a variety of
reasons, prefer that their undertak-
ings with the [foundation]| not be
disclosed,” Colton said in court pa-
pers.

Many of the foundation’s clients
already were talking yesterday about
their concerns.

Anderson said the Attorney Gener-
al’s Office would seek a subpoena to
release the names of the founda-
tion’s participating philanthropists.

The bankruptcy papers estimated
that the foundation owes at least $300
million to large individual charities
and $165 million to major donors.

Bennett, according to sources, left
the foundation this weekend after
the Prudential lawsuit raised ques-
tions about the orgamzatmns Sol-
vency.

Colton, of the law firm of Dechert,
Price & Rhoads, said of Bennett, 57, a
former drug counselor who became a
phenomenally successful fund-raiser:
“Mr. Bennett is not presently coming
to the foundation. We are not repre-
senting him. We are representing the
foundation. We are not in a position to
speak for him or about him.”

Under Bennett’s management, the
foundation operated several charita-
ble programs. One program merely
provided a pass-through mechanism
for individuals to make donations
anonymously.

Another, which appears to be at
the heart of the investigations, of-
fered an attractive pitch to both do-
nors and charities willing to place
money with it: At the end of a pre-
scribed period, the foundation
would, in effect, double their money.

A charity that posted money would
receive twice the sum at the end of
six months. Many charities, accord-
ing to the bankruptcy papers, posted
more than $10 million each. And
many, until yesterday, had gotten the
money back. For donors — and many
of them also put up huge sums — the
foundation promised to find “match-
ing” funds to double their g1fts to
designated charities.

Asked if the foundation had been
operated as a Ponzi scheme, as was
suggested in a Wall Street Journal
article yesterday, Colton replied:
“That is what we need to have evalu-
ated by the accounting firm.”

Bennett did not return several
calls 'yesterday. Bennett’'s wife,
Joyce, who also works at the founda-
tion, told a reporter yesterday that
her husband was at home, and had

10 comment.




Yesterday’s events created panic
among nonprofit organizations in
Philadelphia — and elsewhere. More
than a thousand organizations have
received money from the founda-
tion. Many have participated in the
program that requires them to put up
substantial sums of money in order
to receive gifts.

The fate of that maney was uncer-
tain.

“To me, this comes as a real shock,”
Mayor Rendell said last night. “To lose
someone who has been as significant
a participant as they have been, if
they are in fact gone, is a real blow.”

“It surely shakes my faith in the

foundation,” said Charles Andes,
chairman of the Pennsylvania Acad-
emy of the Fine Arts, which he said
has received a total of $2.5§ million
through New Era and currently has
“a large sum” on deposit with the
foundation.

“Clearly it’s a major loss for us, and
one that concerns us greatly. We'll
have to take some steps to defend
ourselves, we have to protect our as-
sets. We will replace it. It won’t mean a
matter of life and death for the acad-
emy. We’ll be able to survive.”

“Holy cat,” said Philadelphia Mu-
seum of Art president Robert Mont-
gomery Scott yesterday, adding that
the museum had no money tied up
with the foundation. “Isn’t it wonder-
ful we were too stupid to participate?
My God, it’s astonishing. Originally
when we looked at it, we didn’t un-
derstand the economics,
and therefore, when we

Bennett, who lives with his wife in
Devon in a house purchased 1n 1994
for $620,000, has long been involved
in substance abuse work, and in the
1980s headed a program called the
Bell Institutes, which trained non-
profit organizations in management.

Charities large and small already
are affected by the foundation’s
bankruptcy. “Wow. Oh my God. The
quote is, ‘Oh My God,’ ” said Margo
Bloom, director of the National Mu-
seum of American Jewish History in
Philadelphia, which has $100,000 1in-
vested with the Foundation for New
Era Philanthropy.

That money, plus an-

don't understand some- . other $100,000 that New
thing we tend to avoid it.” g Era had said it would raise
John M. Templeton Jr., a P from anonymous donors,
pediatric surgeon at Chil- o was due the museum at the
dren’s Hospital of Phila- ... .. | end of this month.
delphia and one of Ben- ' Early last year, the mu-
nett’s longtime supporters, seum put up $100,000,
was stunned yesterday at f§ ¥ which the charity
news of trouble at the g5 ‘.. matched after six months.
foundation. i 3 Bloom said the museum’s
“Knowing him [Bennettl, john G. Bennett experiences with the char-
it seems unthinkable,” ity had been “very posi-

Templeton said. “Every-
body who’s ever known
him has been impressed

Jr. has been
named in a suit
over a loan.

e . b
- An official at the Acad-
emy of Natural Sciences

with his integrity.”

Templeton said he made
contributions three or four times to
the foundation, and that they were
matched by other anonymous do-
nors, then forwarded to charities
that Templeton selected.

He said he currently has money
placed with the foundation; he de-
clined to say how much.

Templeton’s father, Sir John Tem-
pleton, a renowned mutual funds pio-

neer, said yesterday in a telephone

interview that just two weeks ago he
financed two training sessions that
Bennett conducted for religious non-
profit organizations in London.

The elder Templeton described

Bennett as an “attractive, wise, mod-
est” man and a “splendid Christian.”

“I'd be surprised if it doesn’t turn
out all right,” he said. *All I can say
is, I'm praying for him.”

on

5 was quoted in the Wall
Street Journal as saying
that it has “a few million” on deposit

with New Era. The Academy planned
to use the money to expand a re-
search laboratory in Maryland. Offi-
cials at the academy did not return
calls yesterday.

The charity’s filing for bankruptcy
hits Esperanza Health Center, a ho-
listic clinic in one of Philadelphia’s
poorest neighborhoods, as well - as
the University of Pennsylvania,
which in 1993 alone received $2.1
million from New Era. Over the past
few years Esperanza, on North Fifth
Street in North Philadelphia, has
placed more than $100,000 with New
Era, which has doubled the money.

Stephen S. Weaver, board chairman
of the five-year-old health organiza-
tion, said yesterday, “We are waiting
some money from them.” He
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wouldnt say how much or what ef-
fect the bankruptcy filing would
have on his center. “We've been
through rocky things before,” he .

- said. “We don’t expect this to sink us.”

He described New Era’s past per-
formance as “outstanding.”
Penn officials deposited $600,000 in

- April 1993 with New Era and two

months later deposited $300,000 more, ..
according to spokeswoman Barbara
Beck. Within six months of each de-
posit, the charity doubled the money.

The school then made a third de-
posit, which has not come due. Beck
described the amount as “pretty
small,” but said she did not know any
specifics.

Beck said the university was 1in-
vited to participate “by people who
were close to the university and who
have integrity within the univer- .
sity.” Noting that the list of other
institutions involved with New Era
includes Yale Law School, Stanford
Medical School and the Boy Scouts of -
America, Beck said, “We were in .
good company here.”

The foundation provided a grant to

the University of Pennsylvania’s :

Center for Greater Philadelphia to
help underwrite some expenses asso-
ciated with the preparation of the -
Peirce Report: Reinventing the Re-
gion — a study of regionalism by
syndicated columnist Neil R. Peirce
and Curtis W. Johnson, sponsored by
The Inquirer editorial board. |
The Foundation for New Kra Phi-
lanthropy has grown rapidly since 1ts
founding in 1989. In 1993, the founda-
tion awarded a total of $36 million.
Last year, the amount was $100 mil-
lion. This year, the foundation had °
expected to hand out in excess of $150 -
million — more than four times the
amount the William Penn Founda-

tion plans to award, and close to the
- $184 million the Pew

Charitable
Trusts plan to disburse by Dec. 3l.

Inquirer staff writers Bill Ordine,
Daniel Rubin, Julia Martinez and
Michael Sokolove contributed to this
article.
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