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Cheryl Phillips

Journalist, Seattle Times

Cheryl Phillips (pictured below) is an
investigative reporter at the Seattle
Times who has written extensively
about the nonprofit sector. Her work
over the last two years has included a
series on mismanagement at Seat-
tle’s public television station; a story
about a Washington fair that acts
more like a private club than a non-

profit; and an investigation that
revealed problems that led to the clo-
sure of the Bellevue Art Museum.
Phillips previously worked at USA
Today and the Detroit News, where
she worked on two projects that
uncovered improprieties in nonprof-
its connected with athletes.

I

“It's in nonprofits
interest to be
transparent, to
show everything
they do is

aboveboard.”

What interests you about covering
philanthropy and the nonprofit
sector?

Nonprofits are often ignored and not
part of a regular [reporting] beat.
They can have a big influence in the
community or on the world. And they
often take money from the public —
that’s why they’re important to me.

How did you get the public TV sta-
tion story?

We got some anonymous tips from
employees within the station, KCTS.
They started sending us e-mail, ask-
ing us to investigate because they
just felt that it was not being run
well and that the public’s money was
being misused. I began an e-mail cor-
respondence with some anonymous
folks and eventually persuaded them
to meet with me in person. They
also provided us with documenta-
tion, internal records that backed up
what they were saying about the
mismanagement.

What happened when you started to
call around for official comment on
the story?

Well, I was very upfront that I was
doing a story about the perfor-
mance of the station. It was in the
public record, because of their [IRS
Form] 990s, that their finances had
been in the red. I was looking at
their performance over the last five
years or so, and really trying to see
where they were going to be going
from here and how they were going
to be able to deal with the future.
And so that’s how I put it, which I
think was accurate.

I asked for interviews with the
president of the station, to ask ques-
tions. I had a total of four interviews
with him. All of them were very long,
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more than an hour each time. I had
my tape recorder. It’s a digital
recorder, has two hours worth of
recording time, and I ran out of
recording time.

So we talked a long time and I
basically laid it all out. In the first
interview I let the president, Bernie
[Burnill] Clark, pretty much just give
me his perspective on everything; why
the station had gotten into financial
difficulties and how were they going
to get out of it. Then in the second
interview, I asked some more ques-
tions that I had on some specific
points, and then during the third inter-
view, I brought in the challenges, the
things that employees were bringing
up — that they really felt that he was
the problem.

And then that last interview, it was
on that Thursday when he announced
his retirement. Again, I just asked him
some very specific and pointed ques-
tions about the financial future of the
station, and the questions that people
had brought up about the way it had
been managed.

How did your readers respond?

Oh, the response was overwhelming,
e-mail and phone calls. I found out that
one longtime contributor had stopped
giving a few years back because
nobody ever wrote him a thank-you
note, even though he had given a mil-
lion dollars. He was willing to give
again but not unless they opened their
books up a little bit better.

Tell me about the story you worked
on in Detroit on the misuse of chari-
ties by pro athletes.

In the case of at least these pro ath-
letes, a lot of them get a lot of public
relations mileage for running these
charities, and some of them don’t do
a whole lot of good. In some of the

stories we found, in some cases they
were paying relatives to do jobs and
they were holding fundraisers where
they lost money but invited their bud-
dies in to play on the golf tourna-
ment. And so things didn’t go for the
purpose for which they said it would.
And yet, they were accepting contri-
butions from people.

The flip side is that there are a lot
of really good charities, a lot of really
good nonprofits that are run quite

The press needs to
do a much better
job covering nonprofits
and foundations

than it has been.

well. But these others give them a
bad name.

How many reporters cover philan-
thropy and nonprofits on a regular
basis?

I don’t know that there are that many
reporters who have it as a beat, but I
do think it’s growing. There seems to
be more interest in it.

Why is that?

I think that the Enron scandal might
have had a little something to do with
that. There are new laws in place now
to try to keep tabs more on busi-
nesses, and there’s been a lot of talk
about monitoring nonprofits in the
same way.

What are the biggest frustrations

you have when trying to investigate
— or even just inquire about — things
going on in nonprofits? Is it very dif-
ferent from covering businesses?

Yes. They're not required to give you
information, except for the 990s. I
always try to make the case that, con-
sidering that they get money from the
public, or have a public mission, they
should make financial audits available.
[ usually try to make that case and
often I am successful, but there’s been
times when I haven’t been. In the case
of KCTS, they allowed me in to see
the audits but they wouldn’t let me
make copies. They have now changed
that policy as a result of our story.

Do you think it’s in nonprofits’ own
interest to be more transparent?
Definitely. For serving the public
good, the more open that they are,
then the more the public would be
able to trust them and then would
actually give them more money to
further whatever cause they’re trying
to pursue. So I think it’s definitely in
their interest to be transparent, to
show that everything that they do is
aboveboard. Just because a journalist
wants to find out information about a
nonprofit doesn’t mean they’re trying
to skewer them.

So if they open their books, it
makes it easier to be able to under-
stand what’s happening. If they’re
transparent, it’s easier to be able to
explain to readers why they lost money
and what they’re trying to do to gain it
back. It could be that there’s a reces-
sion. Sometimes there are very good
reasons; it’s not always that they were
mismanaged or whatever.

Is it hard to interpret the 990s?
They can be difficult to read and diffi-
cult to understand sometimes. Audits
are so much better, because there’s
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some general standard accounting
principles in place and you can make
more sense of it.

Have you been following the con-
gressional inquiry into charitable
deductions?

Yes. I hope that there are some provi-
sions so that the IRS will actually have
funding to audit nonprofits. One of
the problems with the 990s is that so
many of them aren’t checked for
accuracy. If you are a small nonprofit
and you're doing the books yourself, it
could be easy for you to put things in
the wrong spot. Then there have been
cases where a nonprofit will list things
as fundraising expenses and maybe
they’re really not fundraising
expenses.

We did a year-end look just in
Washington at the state of nonprofits,
charities, and private foundations. We
broke it down by categories and found
that the arts groups are really still
struggling here. Some of the other
groups are doing better. But in partic-
ular, arts groups and environmental
groups have really been struggling.
And I think that doing that kind of
story is really valuable because it tells
people where they might want to
spend their money.

Have your impressions of nonprof-
its changed over the years?

I thought a lot of them were very
large, well-run organizations. But
most of them are small grassroots
groups. And that’s why I think when
you call a nonprofit, they get worried
about giving their 990 — because they
are small and they’re not sure that
they did everything right.

Say you’re a nonprofit director and a
journalist calls. What do you need to
know?

The first thing they should know is
that they’re required by law to give
you the 990s. The second thing they
should know is that journalists work
best with people who are open. They
are really just seeking information and
trying to understand it. And the best
way to have an influence, to be able to
get across your point of view, is to
kind of lay it all out there and just
express your opinion.

Foundations are a little different
because their money is not necessarily
coming from public contributions.
But it is tax-free money essentially, and
they shouldn’t be using it for their
own personal purpose, especially with
a family foundation. So if it doesn’t go
for the public good, then that’s a prob-
lem. The Boston Globe did a big project
last year on foundations and found a
number of cases where they were
spending money inappropriately. [At
one foundation], the top foundation
director was spending money for a
daughter’s wedding.

Does the press do a good job of cov-
ering foundations and nonprofits?

The press needs to do a much better
job than it has been. I think what the
Boston Globe did with foundations was
really good, but often what happens —
even if somebody has philanthropy as
a beat — is that they don’t do a lot of
substantive day in, day out coverage
about what’s going on and the chal-
lenges that are being faced by non-
profits and foundations.

And do you think more of that is
called for?

Yes. Definitely.

Any tips for how nonprofits and
foundations can get more positive
press about their progress or suc-
cesses?

It's a good idea to get to know some
good enterprise reporter at their local
newspapers or broadcast stations. Call
and ask who has covered philanthropy
there, or nonprofits, and try to hook
up with them. Get to them things that
are going on in your community,
trends that are occurring, things that
you think should be covered. I'm not
talking about, “Oh, we're trying to
raise money for this or that,” because
that can be done in a press release, but
discuss more of the more substantial
issues.

What does the press get right about
the nonprofit world, and what needs
improvement?

There’s been some really good work
in the last year on the increasing role
nonprofits are playing in politics with
campaign contributions. The Nature
Conservatory work that the Washing-
ton Post did, and the Boston Globe’s
work on foundations were very good.
Where we miss the mark is being able
to do more analytical pieces that
explore where nonprofits in certain
categories are going — what’s happen-
ing with them over time in terms of
problems and challenges. [J
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