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chaired the session. The following guests were 1introduced: Dave
Shaftel, Kathryn Black, Phyllis Smith, Dick Thwaites, and George
Goerig. Dick Regan talked about the meeting with the bar’'s
probate and tax committees on November 4th in Anchorage “regarding

the commission®s draft bills. At that meeting two additional
subjects were proposed, payment of life insurance to a
testamentary trustee and assignment of group term life insurance
and pension benefits. During a sec.tion-by-section review of the
Uniform Principal and Income Act draft, two changes were
adopted. Commissioner Stewart moved to adopt the draft bill.
There being no further objections, the motion passed

unanimously.

The commission began 1its review of the draft relating
to renunciation of rights in decedent"s estates. Comments were
made by the probate committee. After much discussion on whether
to adopt the draft as 1is or to begin a draft incorporating the
model act, Commissioner Kurtz moved to adept the bill. There
being no objection, it was so adopted. Afterwfurther discussion,
Commissioner Brown moved to place this subject on January®s or
February®s agenda. The motion passed unanimously.

Dick Regan was asked to <comment on the draft bill
regarding dower and married persons® rights in a family home.
The committee had no problem with this draft. Acting Chairman
Baldwin moved for adoption, and there being no objection the
motion passed. After some discussion on the proposed payment of
life insurance to a testamentary trustee and assignment of group
term Ilife insurance and pension benefits, Commissioner Brown
moved to prepare two bills on these subjects. There being no
objection, the motion passed. Nr. Goerig agreed to provide the
forms of these provisions as they appear in other states.

The draft relating to life insurance payable on
simultaneous death v/as discussed. The probate committee would
like to see the simultaneous death act introduced as a v/hole.
This topic will be placed on the next, agenda for consideration.

There v/as some discussion on the reintroduction of the
community property rights at death act. The probate committee
feels that the property and tax law advantages would be helpful
to estate planning. Commission Stewart moved for reintroduction
of the bill. There being no objections, the motion carried.

The two bills concerning dollar amounts in the probate
code were considered. Commissioner brown moved for
introduction. The motion passed without objection.

The guests from the probate and tax committees were
thanked for their comments and opinions.

Following a brief recess the commission returned to
the record to consider the subject of cooperatives. Andy Hoge,
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Margie MacNeille and Bob Vasquez and Professor Fessler were
present for the discussion. Mr. 1Toge infcrmed the <commission
that he had gone through Professor Fessler®s study. He foresees
a need for a more comprehensive statute 1in _.light of wupcoming
problems such as deregulation, higher consumer rates and
financing by REA. The commission explained that at present it is
just in a preliminary stage with this topic. Professor Fessler
stated that, as one alternative, there could be a lot of cleaning
up done without major substantive change. Commissioner Stewart
moved to take up cooperatives as an issue. Commissioner Kurtz
objected and discussion Tfollowed. A postponement of the motion
was moved by Commissioner Stewart, This passed without
objection. Consideration of cooperatives v/ill be placed on the
January agenda. The guests were thanked for comments.

The commission returned to the topic of contracting for
a consultant to work on the Administrati ”» Procedure Act. A
request for a first stage proposal was suggested and development
of a work plan. A  short form requesting a statement of
qualifications should be distributed to all members of the bar
via the Bar Rag. Dick Regan mentioned the person™ he has
contacted about the project. It was agreed that Chairman Abbott,
Commissioner Baldwin and Dick Regan would suggest a form for
requesting proposals, and that a telephone <conference meeting
could be set up to review 1it.

There being no further business, Commissioner Stewart

moved  for adjournment. Without objection, Chairman Abbott
adjourned the meeting at 6:50 p.m.

Respectfully submitted,

Catherine H. Walsh, Secretary
Alaska Code Revision Commission

CIM:S

ccC: Myrton U. Charney, Executive Director
Legislative Affairs Agency

Members, Alaska Legislative Council
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TO: Nonprofit corporations and interested parties
FROM: Alaska Code Revision Commission

DATE: January 6r 1904

RE: Teleconference on nonprofit corporations lav.,

House Bill 437/Senate Bill 313

This 1is notice that at 1:30 p.m., Friday, January 20,
1984, the Alaska Code Revision Commission will hold a
teleconference concerning a proposed revision of Alaska law on
nonprofit corporations.

The proposed revision 1is in the form of a bill drafted
by the commission and introduced as two identical bills, one in
each house of the legislature, House Bill 437 and Senate Bill
313. Here we generally refer to them as "the bill".

Although the bill 1is already 1in the legislature and
referred to the Labor and Commerce Committees of the House and
senate, .tlio foloooj™oxojooo is neith.6r. a meeting, .f. those

gpnuul .tte.as nox a xuioiitufo fox hoaiinaa of those, committees.

Rather, it is part of a regular meeting of the code
revision commission that drafted the bill, an informational
hearing and a chance for the commission to hear suggestions about
the bill that it will, 1if it believes warranted, pass on to the
Labor and Commerce Committees in the form of proposed changes.

The bill will go through hearings of the legislative
committees. However, we expect a bill revising fox profit
corporation law, a differentiated from nonprofit corporation
law, will be treatedfirst by the committees. Legislative
committee hearings on the nonprofit bill may be weeks or months
away . The early teleconference provides an early 1look at the
bill before the legislature is actively working with Iit.

We ask that persons who wish to either Jlisten in or
testify at the January 20 teleconference notify their local
teleconference center as soon as possible, so that center will be
included in the teleconference. The list of centers is
attached.

We hope and trust the teleconference will be helpful
for all that are concerned with the bill.

DR:chw
Attachment
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TO: ALL LEGISLATORS

FROM: Dick Regan, Research Director
Alaska Code Revision Commission

DATE: January 12, 1984

RE: Profit end Nonprofit Corporations
Codes Tfeieeonf”tencing™”

Alaska. Nonpxofi.t. fpjrp.ojatifih.s-_cofte.r. HB. -43

With the concurrence of the appropriate committee
chairmen, the code revision commission will teleconference part
of its next meeting to explain and discuss the nonprofit
corporations bills, HB 437/SB 313. The teleconferenced part of
the meeting will be in the Juneau Court and Office Building,
Court Room A, at 1:30 p.m, Friday, January 20.

The attached notice 1is 1in the mail to over 3,000
nonprofit corporations. The notice explains the purpose of the
teleconference.

Sitting in on the code revision commission
teleconference vfould®earve to inform legislators or staff about
the purpose ancfrlietbflj(1 on nonprofit corporations which probably
will be coming up for hearings of the House and Senate Labor and
Commerce Committees later 1in the session.

Alaska Corporations Hooted. HB- 34.3/&B. .2.46.,

The Friday, January 20th teleconference tf part of the
code revision commission®"s meeting should not be confused with a
joint hearing of theHouse and Senate Labor ond Commerce
Committees on the fox profit code- I1IB 343/SB 246- scheduled for
8:30 a.m., Monday, January 23rd,in the House Labor and Commerce
Committee Room. Professor Fessler will be here for that meeting
also, and that, too, would be a chance for staff to hear an
outline of the lengthybiJdl. Of course, the joint committee will
take testimony from others who wish to be h_ard.

DR:chw
Attachment
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Representative Walt Furnace, Chairman
House Labor and Commerce Committee
Senator Richard 1. Eliason, Chairman
Senate Labor and Commerce Committee
Pouch V, State Capitol

Juneau, Alaska 99811

Re: Nonprofit Corporations Bill, HB 437/SB 313
Dear Senator Eliason and Representative Furnace:

As you know, four bills are in your Commerce and Labor
Committees that v/ere drafted by the code revision commission.
The bills and their current and future committee assignments are

listed in the enclosure.

Among the bills 1is a i>roposed revisjjon 0Of the state law

on nonprofit corporations. In the commission®s view, any serious
work by legislative committees on the nonprofit bill should
follow, rather than precede, committee work on the general for
profit corporations bill. Because of this logical sequence, as

we see it: there is a period of time before legislative committee
work will begin on the nonprofit bill.

The interim between sessions has given interested
persons a chance to study the lengthy bill. Very recently the
commission has been receiving inquiries about it.

As part of its next meeting the commission has
tentatively scheduled an information hearing on the bill. It is
set at the* teleconferencing center in Juneau at 1:30 p.m.,
Friday, January 20th.

The hearing 1is "tentative" because the bill 1is already
in the legislature. We arc suggesting the informal hearing by
the code revision commission and its consultant as a practical
way for the <commission to be of continued assistance to the

legislature on the bill. We hope to hear from diverse interests,
not all of which were known to the commission when it sought
comments as the bill was being drafted. Through the hearing we

hope to determine if the bill in its present form properly covers
all the great variety of nonprofits or whether some changes
should be proposed by the commission.. Of course, anyone who
disagreed with what came out of the hearing would have the
legislative committee process 1in which to express his or her
opinions.



Representative Walt Furnace
Senator Richard I. Eliason
December 16, 1983

Page 2

In our concept, the teleconferencesession would not
only inform the commission and the members of the public who
participate. Itwould also provide background for you or any

staff personwho might wish to attend.

Please let us know 1if you agree that the.commission
should proceed in this way. My phone in Anchorage is 349-5285.
The commission®s phone in Juneau is 465-4878. |If we haven®"t heard
from you in a few days, we will check with your office.

Very truly yours,
v by.--c.hcj

John W. Abbott, Chairman
Alaska Code Revision Commission

JVIA:chw

Enclosure
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Representative Charlie Bussell, Chairman
House Judiciary Committee

Senator Bill Ray, Chairman

Senate Judiciary Committee

Pouch V, State Capitol

Juneau, Alaska 99811

Re: HB 437/SB 313 on nonprofit corporations
Dear Representative Bussell and Senator Ray:

Enclosed is a letter being sent to the chairmen of the
House and Senate Labor and Commerce Committees. You will see it
proposes the commission gather further comment on HB 437/SB 313,
a revision of law on nonprofit corpor "ions. A code revision
commission teleconference with notice \o interested parties 1is
the means proposed.

Your House and Senate Judiciary Committees are the
second committees of reference on these bills.

We anticipate that legislative committee hearings on
this nonprofit corporations bill will be deferred until hearings
have been held on the for profit bill, HB 343/SB 246. Therefore,
as we see it the <commission™ proposed teleconference would
precede legislative work on the bill and would make that work go
more smoothly. The proposed teleconference at 1:3C p.m., January
20, 1984, would be an opportunity for any of your staff to get
some information on the bill and raise any questions.

We will inform you if the proposed teleconference is
canceled or if the time 1is changed.

Very truly yours,

John W. Abbott, Chairman
Alaska Code Revision Commission

JWA :chw

Enclosure
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ALASKA STATE LEGISLATURE - SENATE
COMMITTEE ON LABOR AND COMMERCE

SENATOR RICHARD I. ELIASON POUCH V JUNEAU, ALASKA 09811
OFFICIAL BUSINESS CHATRMAN (007) 465-3044

MEMORANDUM

To: Senate Labor and Commerce

From: Senator Dick Eliason, Chair
Senate Labor and Commerce

Re: SB 313/HB 437 - "An Act revising the nonprofit corporations code"

Date: January 17, 1984

The Alaska Code Revision Commission will hold a teleconference at 1:30
p.m., Friday, January 20, 1984, to discuss the proposed revision of
Alaska law on nonprofit corporations. The teleconference will take
place in the Juneau Court and Office Building, Court Room A.

This teleconference 1is part of a regular meeting of the Code Revision
Commission which drafted SB  313/HB437. Thi3 meeting will be an
Informational meeting only.

I am sure you or your staff will find this teleconference informative as
to the purpose and content of the bills on nonprofit corporations.
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Alaska Alcoholisnm Rehabilitation

Services, Inc.

February 6, 1984

Senator Richard 1. Eliason

Alaska State Legislature
Pouch VvV (MS 3100)
Juneau, AK 99811

RE: Senate Bill 313
"An Act revising the nonprofit corporation code; and providing
for an effective date."

Duar Senator Eliason:

This bill 1is lacking, it is" absolutely incredible that anybody would
think to even propose® these kind ot regulations for revising the non-—
profit corporations code. It appears to us that cliey have decided
nonprofits should now be profit making organizations and should be run
as general businesses are run, tc a certain extent I can see this, but
if we wanted to be a for profit organization we would have started as
one many years ago when we first went into the rehabilitation business.
We want to work at rehabilitating alcoholics, as you are aware we are
striving to acquire funds other than tax revenue to support our program,
we are not proj.xjs-iiig to become a for profit business, alt monies thel we
make go right back into the program. There 1is no way that we can even
become half way self sufficient if this tyjie of bill is allowed to jmss.

It is oui sincere hope that you wilJd ojjjxjse tlia bill and that you v.ilJ
either put it in the paper shVredder or through the garbage disposal oi
drown 1it., but for heavens sake, if you are going to revise the nonpiot i!
code, then do it in a way that is liveable and do it: in a way that
distinguishes between profits and nonprofits, because obviously whoever
is doing this doer, not know the difference. Again, it appears that wo
have contracted with a professor from California who feels that we
should operate under the codes used in California and Now York, we are
not California or New York and whore wo can learn from other states we
also must consider the uniqueness of Alaska.

I’.0 Box 1949 < Wnhsilln, Alaska 9968/ Milo 13b Old P.ilmuf WiAillii llighway  (907)370-4534
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Page 2

We have been on our soap box long enough, and all we"re asking is to
please review this bill and if you have any questions please get thenm

answered, 1f we can we will, 1if our attorney can he will. We need to
either have this bill thrown out or completely rewritten and we"re
willing to help rewrite it, we"re willing to help in any way. Yes, we

want to be self sufficient, but please don"t stop us with revisions and
bills of this sort.

Sincerely,

Leonard and Henrietta Nugen



ALASKA PUBLIC INTEREST RESEARCH GROUP
Post Office Box 1093/Anchorage, Alaska sesi0/(s07)278-3661

January 21st, 1984

Alaska Code Revision Cormission
Pouch Y, State Capitol
Juneau, AK 99811

Deai* Coninissioner:

liiis letter follows up coninents | made during the teleconference meeting of
the Commission on January 20th.

As 1 said at the meeting, we think that Alaskan non-profits can certainly
accomodate increased oversight by the state, although we are not sure addi—
tional monitoring is necessary. | would guess that few non-profits would
complain if a more extensive annual financial report were required or if the
filing fee were increased somewhat from the nominal $5 every two years.

AKPIRG is strongly opposed to the passage of a revised non-profit code as
outlined in SB 313, however. We see three major problems with it: passage
would require non-profits to divert scarce resources to non-program require—
ments, the bill as introduced is difficult to understand and confusing, and
the results of the changes may not be what the Commission intended.

I estimate hat passage of SB 313 will cost our organization at least $4500
a year:

$82- notice to members of annual meeting
82— notice to members of projrosed changes to the articles

of incorporation as we make legal changes necessary
comply wi th SB 3.13

200- mailing of annual report to members

1850- publication of annual report

1850- penalty for late filing of annual report (the one month
allowed to produce "the report is unworkable)l or in—
creased professional accounting services needed to pre—
pare the report on time

500- conservative estimate of attorney"s fees to decipher
the law (@ $100/ nhour)

This figure does not include staff time required to mail Board nominees" back—
ground information to member"s or to supervise compliance vlith other portions
of the complicated law. Of this sum, we ordinarily would spend $82 to notify
meirbers of the annual meeting (we also offer Board candidates a limited amount
space to explain their background and qualifications).



To giveijou a"little perspective, $4500 is equivalent to the $25 membership
donations of 1SO of our members, and constitutes nearly 3% of our budget.

We expect that our members would not agree "that their contributions should

be used to satisfy government requirements rather than the goals of the organ—
ization. Other non-profits with large mentoerships, no staff and low budgets
would have an even harder time paying for the substantial baseline requii&ments.

The bill is confusing. For example, Section 10.21.170 appeal 3 to be quite
straightforward in allowing incidental profit in the sales of services or
products. We sell consumer guidebooks and research reports and there is a
remote possibility that one day we may make a small incidental profit from
those sales. So far, so good. Yet the Garments clearly state that the inten—
tions of this sections were to prohibit profits made fran activites not within
the stated puuposes of the organization. After careful study of the bill and
comnents, an attorney on our Board believes that 170 would have prohibited
AKPIRG from having the Monte Carlo night fundraiser we plan for eary March,
since gambling is not a purpose of our organization. You may respond that

we can change our articles of incorporation to include fundraising, but that
logic cannot be expected of non-profit managers unless assisted by an attorney.

The bill is hard to understand. The third sentence of Section ,10.21.235 is

a good example © "If a record date is not fixed, a member at the close of busi—
ness on the business day preceding the day on which notice is given or, if
notice is waived, at the close of business on the business day preceding the
day on which the meeting is held, is entitled to notice of a meeting of
members.” Only an attorney could decipher the significance of "(t)he doctrines
of de jure compliance, de facto corporation, and corporations by estoppel are
abolished (page 17)."

The bill is unnecessarily complex. Staff and officers will be intimidated by
the bill"s half-inch thickness, and puzzled that the bill includes sections
covering such unlikely events as "the receipt of a proxy of a person deceased
after filling out a proxy statement but before the vote is actually taken.
Quorum requirements and voting requirements vary dramatically throughout the
bill and do not reflect the reality of non-profits. Many non-profits would
have difficulty getting the quorum required in certain portions of the bill,
and 1°d wager that AKPIRG has never had an election at which more than half
those eligible to vote did so (though wo value member participation and pay
the postage for returned ballots).

I understand that the Conmission intended to simplify and organize the code

so laypeople could USE it. Unfortunately, we fe<il the proposed bill, if
adopted, would have the opposite effect. As non-profit staff struggle with the
complexities of the law, they will be forced to spend scarce resources

on attorneys mid accountants to help them interpret and satisfy the law. We
think the money, time and resources could be better spent fulfilling the

stated goals of the organization.

Overall, we believe the bill will lead non-profits to drop the membership
structiu€ (and accanpanying donations), to avoid extra expense and compli—
cations under the bill. Section 170 would make legitimate fundraising more
difficulty and donors who do not wait their names divulged under any circum—
stances may be less likely give. In past years, as much as $20,000 has been
donated to AKPIRG under this arrangement. And finally, board members aware of
the details of the bill may be less likely to serve if they know they would
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be personally liable if incorporation were defective in any way.

State public policy should be encouraging membership structures for organizations,
encouraging well-planned and -.justified fundraising, and encouraging citizen
involvement in the control of non-profits. Again, we feel SB 313 takes us 1in

the opposite direction on all three counts.

While the time | have available to devote to this issue is limited, 1 would
be happy to work with the several attorneys on our Board in suggesting specific
changes to the bill, if you wish.

Sincerely,

|
Mai
Director

cc: Jim Gottstein, Esqg., Chair
Phil Volland, Esqg., Sec"y.
Chancy Croft, Esq., Treas.
Hugh Fleischer, Esqg., Director
Sen. Vic Fischer
Sen. Bill Ray
Sen. Richard Eliason
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Southern Region
EMERGENCY

Medical Services Council, Inc.

January 21, 1984

John W. Abbott, Chairman

Alaska Code Revision Commission
Pouch Y

Juneau, AK 99811

Dear Chairman Abbott:

I attended the teleconference on the proposed revisions in the nonprofit
corporation code for the State. | have reviewed the proposed bill

(SB 313/HB 437) from several perspectives. First, | examined it from the
perspective of this organization which in our fiscal year ending June 30, 1933
derived 88% of our $1.3 million income from state grants, 7% from client fees
and 5% from interest income (money market investments). Second, | looked at
it from the perspective of the Turnagain Elementary School PTA of which 1 am
the immediate Past President. Third, 1 evaluated it from the standpoint of
the nonprofit volunteer ambulance services which provide the majority of
emergency medical care outside our major cities and receive the bulk of their
miniscule funds from government contracts and fee-for-service. /> a person
with somewhat of a penchant for the preciseness of the law | can appreciate
the guidance that the new code will give to the new nonprofits in terms of the
rights and responsibilities of members and directors. At the same time 1| have
some major concerns about the advisability of the scope of the coie as
proposed. | have comments at two levels, the specific and the conceptual.

My specific concerns were pretty much coveted by the testimony of the others
at the teleconference. | believe there should be a separate category for
those who receive the bulk of their funds from government sources and
therefore already operate with a high degree of accountability. | also
believe that nonprofit organizations that do not employ or contract for
full-time paid administrative staff should be exempt from all but the most
minimal requirements.

On the annual report filing date issue, | believe that in this modern age of
computers that the Department could easily keep track of differing filing
dates for those organizations with differing fiscal years. Ttie initial
application would specify the fiscal year. Subsequent annual reporting forms
would ask if the fiscal year had changed. And, as the bill gives a
corporation 120 days to submit an annual report to its members (Sec.
10.21.310(a)), |1 would ask that the Department grant a similar period for
filing the annual report.
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Instead of codifying policy and procedure issues to "help" nonprofits set up
organizations that meet a minimum standard of accountability, 1 think you
should consider including a section that would require the Department to
publish a Handbook for Nonprofit Organizations in Alaska that would include
guidelines on organization and operation. This would be written and published
in a form that, unlike a statute, most people could understand. It would
really meet your goal, as stated by Professor Fessler, that you want to
minimize the need for an attorney in setting up nonprofits. It is something
that we would all readily seek and follow, because there is not that much
other assistance out there.

I have other concerns about specific issues that | would like to comment on,
but | wish to consult with my Board of Directors first. Those conments will
follow.

At the conceptual level, ny main comment is more of a rhetorical question. |1
wonder what the overriding public need is that could possibly justify the
expense of both rewriting the code and imposing stricter operating and
reporting requirements on nonprofit corporations in Alaska. | have read your
cover letter which was published in the Senate and House Journal Supplement of
June 9, 1983. I have no doubt that there are occasions where nonprofits have
abused their status here in Alaska. However, Alaska is a very small state.
Unlike some of our larger neighbors to the South, it is very hard for someone
to fool a substantial portion of the public for very long, or at least long
enough to really make any money at it, especially in the solicitation of
charitable donations. | also find it hard to believe that there are any
nonprofits that are "making a profit"” that meet the criteria of Sec. 10.21.175
of the proposed act. Therefore, I cannot believe that the actual dollar loss
associated with said abuses could possibly equal the cost of implementing the
proposed requirements.

In light of these comments, | would like to suggest that the Commission
undertake a cost/benefit analysis of the proposed changes in the law. The
federal government has been doing this with proposed regulations for some time
now. I think that because the majority of the organizations that these new
rules will affect exist to serve the public and not themselves that you have a
moral obligation to undertake such an analysis.

The cost-benefit analysis would include the following:

- ldentify the various categories of nonprofits in the state and estimate
the numbers of each type. It seems to me that for the purposes of this
analysis the categories should be broken down further than the bill
suggests. This should be a matrix that represents primary function by
major funding source. For example, health and welfare "public benefit"
organizations ate of three basic types, those funded by donations (Heart
Association), those funded by fee for services (hospitals), and those
funded by government grants/contracts (native nonprofits). You may also
want to further distinguish the categories using the real and personal
assets reported on the current Nonprofit Biennial Report.

- ldentify the various abuses/problems by each category of nonprofit and
assigning an annual cost figure to each of the problems. Please use
Alaska data for tins analysis. You cannot extrapolate from California“s
experience.
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- ldentify the cost of implementing the various sections of the bill by
the various categories of the organizations. These costs should be
broken into transition costs and annual costs.

- All of these should be projected over time.

If you can look at the problem using this method you will then have the
information to make a truly informed decision. You will also have the full
support of the vast majority of the existing nonprofits for whatever you do,
even if the study finds the need for tighter controls than are being proposed.
At the same time, should you find that the magnitude of the problem is not as
great as you presently imagine you will be able develop a code that attacks
the problems without undue burdens on the vast majority of organizations that
put their money into service to the public, organizations that are typified by
a lot of donated hours by volunteers and employees alike.

Thank you for your continuing work in getting the Alaska statutes reorganized
into a more coherent form. | would like to offer rry encouragement that you
take the suggestion of the attorney for the Tfcnana Chiefs Conference and look
at the granting/contracting procedures of the State. Every department has
something different it seems and the accountability varies from near zero to
the ridiculous. |If you have any questions, please don"t hesitate to contact
me.

Thomas D. Scott 11
Executive Director

cc: Vince Walker, Alaska Fund Raising and
Development Council
House Labor & Commerce and Judiciary Conmittees
Senate Labor & Comnerce and Judiciary and
Finance Committees
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