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3 STATE OF NEVV YORK ' "
a - |

] : Print 4642, 5493 Intro. 4309

{eieas: i) IN SENATE | ™ simﬂ
S JUL 1-1966

WAY 2- 566 ‘ March 9, 1966 To Third Reading

{|eslsof SENATORS

printed, and when printed to be cotnmitted to the Committc -
Judiciary—committee discharged, bill amended, oréd

“
: Introduced by COMMI'TTEE ON RULES-—read twice.and ordered
| reprinted as amended and recommitted to said committee

-

AN ACT

To amend the personal property law and the real proporty Iaw.
‘in relation to Implementing the state’s supervision and
onfomment ‘of certain charitable uses and purposes

ﬂanpla the 8 New York, represented & M-‘
Assembly, do::.!am:“ “_ -

r 1, ‘Seetion' 1. The personal property law is hereby amended by in-
. i .+ 8 werting therein a new section, to be section twelve-b, to read- ab
————§ Iollowa: . ) ' e . %

e e
——— e R

&  § 12-b. Bupervision of trusices for charitable 'purpou:‘. 1. For

8 the puréo;es of this section ‘‘trusice’’ means (a) any individual, \

8| group of mdwuﬁ:ah corporation or other legal entity holding and i

1 cdlmmlcmm propcrty for chariiable purposes whether pursuont i
' 8|20 any will, other mtrumt or agreement, court sppoiniment, ) } -

@ \or otheswise purssant to low, over whick the siformey gemorsl ,’

zxmn.;';i;hidnu'-{;hmnsﬁﬁsudui
(m&—rmwmm.-u.*u.m.lu. v .
NEW YORK STATE DEPARTMENT OF LAW :

and was intreduced at its roguest.)
&
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1( has cujorcement or supervisory powers; (b) any.ﬂon-proﬁl cor-
2!! poration organized under the laws of this state for chavitable pur-
3(’ poses; and (c) any non-profit foreign corporation organized for l‘\
" charstadle purposes, doing business or hoiding property in this

j state. Neither a foreign corporation nor a iryttec acting under
ﬁ" the will of or an agreement executed by a non-resident of this
7{ state shall become subject to the proviaim. of this section merely
8 b,‘y reason of maintaining a bank, custody, investment or similar
Q acoount t'n‘ﬂu:c stige. v

l(& 3. The registration and reporting prov;'ﬁon of this section do ‘

1T #ot apply to (v) the United States, any slate, territory or posses-

12 sion of fhe United States, the, District of Columbia, the Common-
< 13 wealth of Puerto Rico or to anv of their agencies or gwcﬁuuptd

14 subdivisions; (4i) any trusice whickh is regquired by any other pro-

18] vision of law to render a full, complete and otmmd annual report
16{ to the congress of the United Statcs or to the legislature of this
l‘l‘k state; (iii) corporations organized under the religions corpors-
18 tions laow and otker religious agencies and organisstions, end chers-
19% ties, agencies and organszations operated, upfmiud or controlled
20 ; by or in connection with a religions org’anm (vv) edwostional
21 humtlhm incorporated under the cdmm lew or dy apoad

!ﬁrmen sooial or elummi organications and hidmell sovieties

ertmdbym New York state board of regents; (u)omonu

thﬂuaﬁnpmdor‘htamofuwﬂofadndﬂ*“
~.”,»}domiododiuastatcothr than New Tork or & frust instrument

[%

n / ezecuted by a non-resident of the state of New York; (vi) eny

e IR 4 . —— Yt A A e, S (e e e s et v m—
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tnut‘ in which and so long as the charitable intevest sa deferred or

i)
O T

contingent; any person who, in his capasity ds en officer, direcior \

or trustee of any corporation or organication mentioned in this sub- \

AR Y

division, holds property for the religions, educational or chemtabdle

purposes of sucl; corporation or organizsation

3.'The attorney yeuerc;l shall establish and maintein & register
of all trustees containing such information as the attorney genersl _ \
deems appropriate, and to that end may conduot nl_el investipations

7
P e I T I - R

‘\as he deems neccssary and shall obtain from public records, comrt’

P

)
(=]

‘lofficers, tazing authorities, trustees and other sources without the

-t
="

ipayment of any fee or charge, wk)alteve.r informeation, copies of
lﬂi?a:mtrumtis, rc;!mrts' and records are needed for the colablishment
k1\3f¢md maintenance of the register. ’

143 4. Evcry; trustee shall file with the attorney gemeral, within sis.
15i

months aftcr any property held by him or eny income thovefrom

\.13‘_ is required to be applied to charitable purposes, & copy of the }
17 instrument providing for his title, powery. and Juﬁ’u. I eng \
18 pmpcmm by e trustee or eny uwng fherefrom ﬁc'cﬂu \
lﬂbbccpplwdhclmmnwdlhhmthuueﬁub- \
mcomc' n,thcﬂothndcm&nuzmththcn-
2l'after
v . ﬁ_‘J(G)WhenmuyanMmmm ;
| 23] whick or any income from which mey be reqwired of eny Nims fo
iumacoegmuwmumhmmau

——

Cagtl
T TR

25| state , :
2! (3) any patition for insiructions reiating fo e aduinistre

N 27% tion or use of such property or inceme, or

S

————
—————— e,
—
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I(u) any petition for construction of the mstrumant under
w{uch such property or income is held, or -

(m) any petition. respecting dupoutwn or dutn'bslm of
mch property or income, or
~ ‘(w) any accountmg, . : .
!du mtm of the action or proceeding shall be served by the peti-

(tmwr upon the attorney gepeml together with a copy of eny

‘pchtwln, accounting, will or trust instrument, tmle:a at the tims
lof tlw institution of the action or proceeding it appears that no
pmpeTty or income will de reqmre'd to be devoted to chan@h
purpo':u except upon the occurrence of an uncertain event.

(b),f‘ Whencver any instrument of a testumentary nalure whick

subject of
() an ¢pplic¢ﬁbn-for denial of probate, or
(#) objection to probate, or . 3
_ ~ (#5) en application for approval of a compromise m
8 respect of probate,
due notice oI thc section or proceeding shall be served dy the

Mmmﬂudofnyuchcpplwcﬁon,obmww

instriment required wnder subdivision fowr, flo periodio written
reports, under oath, setting forth information as te the naiure of

thereof by the frustes, in agcordance with rules and regulstions

of the attormey aum;l. ) . —

LY

W for @ bequest or devise for charitable purposss is the

6. (a) Kvery trustee shall, in addition. to filing copies of ony -
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the assetr Reld for cheritable purposes end the edministrefion .
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1 ( b) Trus!ccs chmud to report annually to the departmcnt of

2 :octal wetfare under article leu-A of the social welfare: lnw moy

c.omplq with this subdivision by filing wuh ﬂw altorney gcgwral a.

4' copy of suck report and of all annual gehmls', schedules and_oth‘er

5freport# required.to be filed by them_with’the United States l;b}nury .

= |
6 idepartment.

T ‘ 7. Unless the filing of reports is suspended as Rerein provided, .

8 -iﬂw ﬁriet rci)or! of any trustee shall be filed not later than sz
9’mﬂu after the end of the fiscal year of the trustee dlnua which
101 ze becomes subject to this :ectms or at such time thereafter as

11' may be authonzed by the attorney general.

T 12 8. The altorney geweral shall make rules cnd roglhlm neoes- '

8 sory for the adminisiration of this ucm sncluding rules nd

1 regulafmx as to the time for filing reports, the contenis thevesf,
15}”& the manner of executing and filing them. He mey clessify .

16! trusts, corporations and other relationships as §)» purpese, adm
17of dssets, duration, amount of assefs, emounis 4o be m&
18}charitable purposes, or othermce and moy establish &lcﬁﬂ‘m
19 for different classes as o tims end naixre of the reporis n;ﬂni

°n¢omend.mc(z)uummmmuymm

21‘ reports as to all such trusts, corporations or other relationships

whick m'a enable him 2o ascertain whether they are being properly
3 cdmumtmd and (3) periodic reports skall not snmaﬂy cdd

iks filing of reports as to a particular irustee for & remenadls,
26 ppecifically designated time upon writéen appliostion of the trusies
n E::mtk the attorney gcnnl ond cﬂar ﬂu -ﬂm M Aas

D i e [P - s
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o the expense of .edmantmtggn. The attorney generel -q sup- l
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i M in the register of muteu ¢ wrilien stomlmlt that ﬂu -
j forutc of the benefieiarics will ‘not he prc;udwed thereby and that _

' pcmniw reports during the term of such mapenmm are Mi re-
1 quired Ior proper supervision by hkis office. The filing of the re-
Nt
q
10

( ports. required by this section shall not havc the effect of absolv-

mg trustees from any responsibility for accounting for property :

or momm held by them for clumtablc purposu A copy of an

acoount filed by o truatee n auy court in this siate, if the aocouat'-

:ub:tcumay complies wuh the rules and regulamm of ﬂu attor-

ney qeural may be filed as a report under this section.

; 9. The attorney geueral may mve:ttgate transachions and ralc-"
' tionships of trustees for ’the purpose of delermining whether or
not property Aeld for charitable purpases has beon end is being

mp"ly sdministered. The attorney gmral his . aasistants or f; '
Wormhothenzﬁoenaamybgmm.d by Aim are |

6\ meud to subpoena any trustes, agcnl ﬁduaw, benefloiary, l
) iumutmt assgoiation or corporatm or other mlm, w
M lndir oath and require the productwu of any hoh or ps;

.M e, docm rclevant to the SW The jottorney

Ms mntluh deputiés or other oﬂur designated by Aim au

Mtoadmnm«mmmwhhudm
Io.NomfnauMbcmmdfmwm:-dmmﬁ

pursience to the mandsies of a sudpoena, or frem producing e

mmeMMMﬁwwWhmc"

question on the ground of falure of tender or poyment of o

-

- j » 8‘=‘=

~

witness fge or midoage, unless at the fimes of such eppesrence or

. ﬂmtm,athme'mbs,mhmmwfw

e i et
»

| e .
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' 1 mch payment ‘az a condilion precedent lo th offering o! testi-
‘gﬁ 2 mouy or productum ‘required by the sul-sema and wunless such
3?% - 8 paymm 18 not thercupon made. The provisions for payment of
%ﬁ 4 wstmm fee gﬁr’ qulcaae do not apply to any irustes or other person
§ 5. holﬁmg fun“’ds fpr ckanlable purposcs, or any person in the employ L -
l ' 8 of tmy f‘nwh pemm, whoae conduot or praetwn are being investi- %
. 'g_ 7 gated . ’
” 8| 11. If 8 pcrson subpoenacd to attend suok ixguiry feile fo obay.
' ‘%: ) 9 the commaﬁ& of a subpoena without reasonsdle ceuss, or if a '
%ﬂ ) 10,perm in attendaucc upou such snquiry :hall mﬂmu reasonabls
. :n - - 11" canse refuse to be': Bworn or to be ezamned or %o answer“’c question |
f lztor to produce a book or paper when ordered s» lo do by the officer ,'
% .13 .oonductmg such tnqusm,*k%sm be subject td/pmaeodmgl under |
Tjé 14 ?subdwmon (b) of section fwe::;‘;l-threa huudrod eighi of the civil
é » 15 ‘pmctwe law and. riles. :
% 16‘ 13 The register, Aﬁpws of the instruments dnd the npﬂ'h fled

17 ?mth%‘" the attorney yenemlﬁhau be open to pnuw mpoetmu, sub-

18 m:t to reaaouable rules and regulations adopted by the atlorney -
19 general Iuch may tnclude such lismitalions as to types of informa-

L

wﬁ&mwa%}m&ﬁ

20: ‘tiom. -‘ub ot to inspection or purpose of uupadmu a8 the altorney
‘ 21; general shuu deem to be in the pubdlic interest. " The M gen-

ey
BoUe =17
—— -

3

23 éral :hallimthhold from public inspeciion copies of auy report

, fled mthaany other governmenial agency of this :tate__ or of the
United Btates and required by law to be kept confidential by such

agoncy, and shall upow request of the trustes, withhold from publia
tmpoctm that porlml of auy instrument ﬂud wM does mot |

— -
g
—— —

——
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1 relate to charitable purposes and which is not otherwise of publie
‘2 recar-d
3 13. The attorney gcncrul may tnstitute appropriate proceedings

4 to Tecurc compliance with this section nnd fo secure fhe proper

8 administration of any trust, corporation or other relationship to
. ' ' 6 whl"ch this section applies. The powers a@l duties of the atlm;y
L , ' K .gmﬁera'l provided in this section are in addition lo his existing :
8 ’ powers and duties. No court shall modify or terminate the powers 1
) 4, 9 an:d responsibilities of any trust, corporation or other rcioﬁmuh'p

.1 10 uu'lg:ss the attorney general is a party to the p";'oceqdiug, but noth-

11. ing| in this section shall otherwise impair or restrict the jim':-
12 dwtwn of any court with respect to the mtters covered by. tt i

13 The failure of any trustee to register or to file reporh as nqmnd }

RS e e

14‘by this section may be. ground for judictal removal of any person

15 .reapomible for such failure,

165 {14. This sectwn shall apply regardless of any comirary pro- l
|
178 mumu of auy instrument and shall be liberally construed so es

18 ta elcctuate its general purpose of protecting the pudlic interest

p——

. b

19 m clmntable uses, purposes and dispositions.
N i “z

20 715 Ev ry officer, agency, board or commission of this state or

X Ty V1 NOTI M DO

n palmc;‘c_il mbdmswm of this state of agencies thereof receiving ap- ¢
22 .plicaﬁ'lam for exemption from tazation of any corporalion, trust
23 s‘or similor relationship subject to this section shall annuslly file-

QWY = % sy L,
-t kP

24 with the attorney gmral a list of all applications received during

25: the year and shall nohfy the attorney gcuoul of any suspenvion
26 or rwoeatwn ofa tax sxempt status previously granted.

27.  16. The depariment of law shafl collect from eack trustes at the

T L T

i e wemeae P il ¥
e T e T

ol
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. “time of filing of "kf periodic reporis required by this section o |

fee [ the ﬁh‘hg of a‘uch reporis of
4 (a)‘ ten dollan, |f :%a net worth of the property held by such.

1
2
3
' trus
" . " * & ;§
5
6

e far chantablo purposes is less than fifly thmmmd dolhn,
( b"_ Menty-ﬁve dollars if such net worth is fifty thmand doucn

A ‘.‘ or mlgre dut less than two hundred and ﬁﬂy ﬂwmnd dollars, B
“‘l TR - . (e ﬁfty dollars if such met worth is two hundred and Afty - )
J o thousand dollars or more but less than one millioét dollan,

' (3 an huadred dollars if such net wortk is one mﬂlm dollm

|

|

t ) f
?ar more but leu than ten million dollars, and -' ' : .

1

.

(e) wo hum'lrcd and ﬁfty dollars rf such net worth s fen million

' { ! .
l , Lo
ons |or circumstance is held invalid, ﬂp invalo'dity shall ‘

ot " Pfovmom or applications of tRe- nctm whick can

e P G et

sct wttlwut ﬂw tnvalid provision or applleatwn and

promswm of this section are sevmiblc

property law is hereby amemded by mlertmg

aectxon, to be section one hundred tlnrteen-c, to read

ervision of trustees for charitable purposes. . 1. For

‘\

f >§ﬂis secf';'on “trustee’’ means (a) any.' ihaividual,
ndividuals, corporation or. ofher legal eﬂhty Kolding and
3

. ng property for chantable purposes whether pursuant.

25, fo any; bﬂl J)tkcr instrument or agreemt court appoiniment, or

# otherwise purmnf to law, over which ﬂu attomy general Aas

- 2* cnforcementlor mpermsory powers; (b) any adu-proﬂt orpora-

N
e v e e A ¢ $ S s e e

- Senatp, No. 4642 2 N / i !‘
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1 Tf" organized under the laws of this state for chantablc purpuu, )

- o ———— -—.—e«-‘uq --,.-... ot - e
!

i

’l and (c) any non-profit foreign corpurahon orgamud fof ellmhbls B
;Lﬂ rposes; dofily bumness or M!dmy properly in thu sta!c Neither
' a (orelgu enrporu!wn nor a tmtcu acting lmder ﬂu wiu of or on ‘_‘ .

§ cyramut ezecuted by 8 non-resident of »ﬂm state skall bmmc o '

Gt ub;ect to the provmo of thu sectwn merely"by remu of main-.

o
&

7 "i”mmg a bghk mtody vestment or mmlar aecount n thu ltate ST
‘ h -
81 2, The reyzstrahon and reporting provmona of this . sectwn do . -

0 %not apply to (!) the United Htatea, any state, temtory pos-

© ek,

. 10 pemon of. the Umted States, .the Dumct of C'olﬁmbu, the- C’om- *é h_g

: ll omvealth of Puerta Rwo or- to any of their agencws or govem- : .
v,

P ﬂ 1 2 Mal mbdwmm, (%) any trusiee whick - u rcqaurad bg cny X
T ﬁ — ‘ot‘hcr provman of law to render a full, comp!eta and stemized an-
e A 4 tmml rcport to the congress of the United States or ta the lqulllatare .

R TR S T SN A

] ; e 15 Pf ﬂm ttats, ( m) corporatmm organized under the r m cor- .'
s 10 poratmu law and other rehgtou ageucm and orgauwatwﬂ end
i
‘ fhaﬁttes, agemu and orgamzatwus operatcd,.'-upennaed or con- -
A Yo
& oy
DF ;&

e et P
pe ;
.

ﬁ.; " mivoluﬁtur ‘%rcmn; social or alumni orymu'uﬁ'o‘m nd Mistorical
§ ) ”‘wcwha chartered by the New York state bourd of regents; (uvis)
“-.';: 23; ('] wrporatc trustee acting under the terms of o m'll of‘ u decedent
%; o4 | Who -died domiciled in o itate other thun New York or a trust
% 3 2;&3 iucltrumt executed by a non-resident of the siate of New Yo_rk,-
% } 26"';.(1)60'6) any trust in whick and so long as the charitabls interest

o

27 l” deferred or contingent; any person who, in s capacily as an
.?_______,__*_..__ Cem e e . h

- e e g e

i gL by s e = .

N e
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\oﬂlm‘r dtrector or. trustee af any corporation or orgamzalmn men-

|
2 twned in ﬂus subdwmon holds property for the reltgmus, educa-

3 twnal ar chaﬂmblt' pu'rpowe of such ecorporation or nrgamzatwn
l
4 } 3 !'ha attomey gem‘aral shall establish and maintain a reguter

@

5 of all tmtm coutammg such mformatwn as the. attomey gan-_

s veral deem appropnate, and to that end may conduct uch mvahga— )

-he dcems.- nece; ssary and shall obtam from p‘ubhc recorda

'ers, tu.cmg aicithorlhes, trustees and other :ources wzthout

;"';:the payment Vof any fl:e or charge, whatever mformatmu,“tapte:

ports and ircco-rds are needed for the establish-
of thei register. ”
’ Iu.!ﬂm Il file with the attorney.gen'e;;'dl,' within siz
i ’;E‘:éri_'opcirt"y hjeld by him or any inc&ﬁg tﬁere'fmm
i app.-»i‘ed to charilable purposes,‘ a c&py ‘bf ‘the-
. , fnr lm title, powers and dutm If. any

-

. t’r-ustee or any income thercfmm u nqmred to

dmu be made within six moni, hev:di}tqr;
r any tmtce or other person holdmg pnpcﬂy

me from wluch may be reguired at oty tzm to

ntable _purposes shau file in any' court in thu

1

v

(a) any petmnn for instructions relatmg to thc administra-

lm or m of such pmperty or mcome,

(u) any pefmon for comtructwn of the insirument. undor

- M huch propaﬂy or income is held, or

1table purpom at the time this ncm bccnws :

N
,}—b‘_w»—-w-.u Lo—
tag
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() any petition rupocfmg duponm or distridubien of.
such property or incoms, or
(iv) eny accounting,

dneuiotkco!thaethorpmudo‘ngnhaﬂbaumdbythpﬁ-

‘Nomer upon (Re attorney gemeral together with a copy of eny

ychm“m;‘ sccounting, will or trust insirument, unless. ot the fime
of the institution of the action or proceeding it appears that mo

|

propd‘[rty or income will be required to be devoted to charitable

purpoca except upon the occurrence of an uncerfoin event.

© ® = N o & 0 W

10| (b) Whenever ony insirument of o iatam#w ﬂdﬂb sohich

Ipnﬂda!orabcqsatordcm for charitable purgoses is the

RN o)
o 18 (i) en epplicstion for denial of probate, or

14 - (%) ebjections to probate, or

15 _ (m) = cpplwdm for approval of & compromise egree- - _
18] mont in respect of prodate, | s -
17 a&ﬁ.ﬁuofmm”pmmawsmu.mumuﬁ:
S .18 m upon the atiorney genersl together with a copy of ﬁc

19 um-mt nd of any such applwdm, objections or m&
A (c) Em ‘trustes shell, in cddmon to filing m of ony..
instrument nqmnd under ubdmaou four, fls. periodic writhen
reports, cudernth.uthngfnﬂhmfmﬁonnbﬂcm
of the asests. held for cheritable purposes end the edminictration:|
thereof by the trustes, in accordence with rules and regulobions'sf:]

{l) Trustees nq-md to report ennually to the w *‘
m.d -afm under article ten-A of the social .,.zf.,. law ...,

s X w2 B g L
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[mply with this cubdwmon by ﬁltng with the attormey gemeral i
lomofcuchnportudofaacaualntsnc,mm
j otkcr reports required 10 be filed by them swith the United States
' treasury depariment. .
- 5\ 7. Unless the filing of reports is suspended as herein pl:ouded,
3 the first report of any trustee shall be filed not later them sz
months cﬁeﬂr‘ the end of the ﬁscal year of the trustee during whiock

6
7 A
8‘: Iu‘; becomes subject to this section or at such time theresftor as i
® n‘ayuunmu-mmym ' 1
| :;'oﬁ 8 Tho attorney goneral shall maks rales and requletions weoss:
iy mfortlaadmmtm!nuofﬂmndm Mnluﬂ
1 nyulctmutoth bmforﬁlmgnpudt,tlamkuhﬁemf,
s ¢ Mtkmmolemmmdﬂmgthm He moy dbsrify
14} “trusts, corporations and ofher rdaﬁmhipa cs fo. purpess, ustwrs
15| of essels, duration, amount of assets, amownts fo bo devaled o A
+2 ™ 18] charitabls pwrposes, or otherwise and may establish diforent rules A}‘ i
17 fwd:[oreatdmua:tolihcudmtnreojﬂcmwé}:' |
18{ to the-cnds that (1) ke shall receive reasonsbly- w'ﬂc
w %”Wbu 4o all smch irests, corporations. wdi-r "
"f - i’ siliboh voill enable Aim fo asoertain Mrﬂwﬂmm
‘: ; 21 admutered and (2) periodic reports skall mot lm'unnuy [

wd it
ey

2| add to the szpenss of administration. The atforney generel may
. 38| suspend the flling of reports as {o a particular trustes for & res-
| somable, specifically’ designated time upen written appliostion of
. the trusiss fled with tho attorney gemsral ond after the eitorney
L ,l,,vmmmmhmwo}«-nmcmm
2. tht the mmw the brnsficiarics will wot bo nmm \E
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qu-dwwmsauf;‘mtm;fmmqp ‘
n'o!nmfarmerupem'danuﬁlaﬂu.' The fling of
Tlcmuwumwmmmmmamq
" 4| abeslving trustees from any responsidility for accounding for prep- |

' _Luqmmntmmmm. 4 copy of
'um'ﬂd‘hcm&nuﬁhm“#mw

-7 (eownt substantislly complios with the rulss end regulshions of
,_“‘MMﬂl’hﬂc‘ﬂaw*‘“m * :
| ’T”'“mmnnamkmmannﬂm

4
s
¢
7
8
9
mmbfmfuthmdMMMror
1
1
18
14
® ]
16
b
16
19
0|

1 [not preperfy Meld for charitable purpeses has baow eud is Doing
{’pmdy sdwministered. The altormey M Mt - sssistants or
iﬁm”orouhoileroﬁunnmhwhﬁnm
;cwnd o subpoens eny irustes, agent, fiduciary, bensfiviery,
,mmm«mmwmmm ezamine
Mn&rnfhudnqumlhamdnctmnluyhnhorm

3 whish Ao deoms relevant fo the inguiry. The dtmm

'};hm,doptﬁuordkraﬁeerwb'hm
. kmuorlhaammodhloudm W
IﬁNoimoancmuedfrmMaﬂm.

';), hthmddaofculmwhnﬁdnc y

I {peper ror|Boaks, o from boing spamined ér eoquired fa suiwer o
’h’m-mm-fmm.fm..m.,..& -
.u._mfnorm -ukndmm.fﬂmb”; :
9 |1

"

il

R

v mu.mmummwmn

‘MWMWMM*NW#
T T—




© 0 3 6 o P+ o0

T T TRDEX NO

RECEI VED NYSCEF

‘\
‘!

not thrrespon made. The provisions for poyment of m fa“\

or mileage do noi apply to mw trustee or other mn holding
Junds for charitable purposes, or ony person in tlp employ of
eny 1705 perion, whase conduot or practices are being investipated.

11. If a parm subpoenaed to sttend such, antm'y fails to obey

the mnunnd of a ubpocm without reasonadle osuss, or if &
person in attendance upon such inguiry shall without ressoneble
cawse refuse to be sworn or to be examined or o enswer & ques-
&uqﬁhmﬂwcabwkorﬁp«umm.nkﬁhtb
offcer, conducting such inguiry, Ne shall be subject 4o procesdings
Mubdwm (d) ofuclm twesty-ﬂfuludndaﬂtd
tkem'lmcﬁalawudnln '

13. !'h registor, copics of the instruments end. th nprb fied
'mth’thaﬂmqgmrddauumskﬂbhcwm
'umwumudnmtmmptdummp- |
~udlpvhchmmdud¢ucihdaﬁouuhtsmlfmh
Mﬂdhmﬁnwp&mojmﬁnn&“ﬁj
mmmwuammm The atioraep. gomersl

Mmfmmeolﬂtﬂﬂ‘

'ulﬁdl.mrcqudofthanutn,wwfmmh-

mwmormmmmwmuum
hMmeMunCMdnl&M
1:.mmm-ummmm

'.‘mmﬂwmmthmﬂnm&w

o!mm,nmmuw*rmn

-y

~

<
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l\ w tch this scchon applies. The powers and duhes of the aitorm
2i rcral provided in tRis section are in addition to Ris existing
) s ’ ers and dulies. No court shall modify or terminate ths pow-
4 'crf and responsibilities of any trust, corporation or otker rels-
& | tionship unless the attors;ey gengral is & parly to the proc"!edv'sg,
o . " ol bt mothing in this section shall otkerwise impair or vestrict the
o o 7 jurisdiction of any court with respect to the matters covered by |
‘ 8: !i, The -failure of ¢n§ trustee to register or to file reporis as ‘
‘ f‘g‘, ?"ﬁgt”;‘; 'Y r!iquircd by this section may be ground for judicial removal of
o B " 16 any person responsible for suck failure.
“ ;Jﬁ& : :‘ni |14 Thizs section skall apply regardlen of any eoutr-y pro-
umf p'. 13 u;umu of any instrument and shall be liberally comsirued 20 cl_ ,
e : ”5% 4 &l to efcctute s general purpose of protectsuy the pﬁllc m J},_yf '
v"‘, h m clmtable mm, pcrpose: and dispositions. o ' N
? - ;3 t 15 Ewry officer, agency, boardorcommnwn of tluahtccr |
- N il l itical subdivisions of this siale or agemeies lbonaf my
. N 17 ;‘ for exemption from fazxation qf oy oorpomho-, frust g
-
o bR io :
ﬂ) year and,f:lulu nottfy the atiorney ycuul of any snpcllllou or
A ﬁﬂ‘ﬂm of a taz ezcmpt status premously granted. "
- nf 16. Ths' department of law skall collect from edch irustes st
™ ol the time of fling of the periodic reporis required by this sechion *
“ , 3 1 P fee for the fling of suck reports of '
28] (o) ten dollars, if the net worth of the property Aeld by suek
1 T8 !mfu for charitable purposes is less ﬂum Afty thousand dullers, |
s ' H ' .-____,_..___..._.v..«-—-—--**"—"”"""j
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( b) i’wenty ﬁve dollars if such net wortk is ﬂfty thoinand dullau

L.
. " i or mut less Hum two hundred and ﬁﬂy thoisand dolldn, . 51z ‘, "
T (c) ﬁfty dollars «fﬁ such net warth is lwo hundred and ﬁfty lhuu \ “ |
h . - R sand d«‘)llars ov;mmore ‘but, less. Mum one im'uwn douars, ' w‘ i \1, -
‘ . ) (d) }ane hundred dollars if such ‘net worth is one’ millwn douar: ' : l “ . _ |
’ “;— : or mor"Je‘ but lesa @han “ten nfzﬁdlton dollars, and -t 3} ) ' ‘] ’
’ i g,, | (e) two hundred and ﬁftyhdollars if nuch ﬂet wort}: 7 ten lm'lhou : .
dollanormare. S *‘ ) 1‘. . ¢ . 1 o
o 9 17 If any _provision of tlm section or ;ihrcpplmm tkcna‘ 4 JLx
L 10 fo any person or ctrcumtam is held uwahd,,thc uwchdtty M .
11 not afect alher promsums or apphcatwn of thc mth ou
12 ide gweu eﬂ'ect wathout Hu nwalsd pmvmoa or applwdlu, alld :
13 ito thwend the provmom oj this mhqg are gge_gbk i\_.......-- |
14 ? 3. Thls act shan ta:e eﬂeet Jammry ﬁnt, mne;;.-l:n;;;d %
smw-neven. | | - e
N -ﬁ-\. A i . N s ‘
| . | &,
.. | : - =
; 1

G e
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Judicial Conf
Law Revision Comm.
Assoc. of the Ber,

N.Y. Co. Lawyerss
N.Y. State ."{.\//

Nasuu ,County Bar

Vo

»
t
1
—

Ag. & Markets
Banking

Ciy:ll Service
COulurce
coqlservation d
Correction
‘?ducat:lon

Health

Immnnce

Labor '
Mental Hyglene
Motor Vehicles .
: Pubuc Service Comm.
P Public Works
Social Welfare
State

Tax & Finanoce

1

t’““tﬂ"llm

!

l
|

lHli l.l

N.Y. Crim. Cts.. Assoc.
D. A. Assoc.
Magistrates Assoc.
Co. Judges Assoc. 4

Surrogates Assoc.

Municipal Officials & Gro
Mayor ¢l

Co. Bd. of Supervisors.

Atomic Energy
Civil Defense
General Services
Housing
Investigation
Liquor Auth.
Local Gov't
Mil.& Naval AL,
Parole
Regional ' Development
State. Rerit Comm.

HWH 1l

St. Pollice
State Univ,
Trangportation
Veterans Aff.
Youth Div.

Town Supervisor of

Co. Atty. of

St. Comm. For Human Righte County Officers' Assoc.

——

Conf'. of hyorn
Assoclation of Towns

%
R S SO TSR NUR Sh R omnita

| H*IHI.H

Advisory Council on

Joint Legis. Comm. on

L

» Temporary State Comm., on

|
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Multiple memorandum received from the

‘!'5'*;:/; /f //w’
i od

”.-State.Comptroller dated
stating the following bil 13 0

"No Intereat" to the Department of

.udit and control ‘
fntro No. Print No. o
The oricinal memorandum filed with:
1
3 y,
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| . . : _ S¥ATE OoF NEW YORK

) /’Z '
. : . DEPARTMENT OF LaAw ) / - /
‘ .
.- Louss J.LErxkowitz ALBANY ) é
4 ) ATTORNEY GENEWAL ‘

MEMORANDUM FOR THE GOVERNOR

Re: Seuate Int. 14309, Pr. 41642, 5493

This bill smends the Personal Property Law and the
Real. Property Law In relatiun to implementing the
State!s supervision and enforcement of certain chari-
table uses and purposes.

This bill would become cffective Janumary 1, 1967.

The first half of this bi1ll amends the Personal .
Property Law by inserting & new section to be section
12-b. The second half of this blll would amend the

Real Property Law by inserting a new saction to be
s\gction 113- a.‘

In every essential part, the two parts of this bill |
are identical. :

The b111 provides for the supervision of trustees ?
for charitable purposes and defines the word "trustee"
as including individuals, corporations or other legal, : :
entities holding or administering property for chari- !

. table purposes whether pursuant to any will, agreement,
court appointment or otherwise over which the Attorney
General has had enforcement and supervisory powers in-
cluding of course, any such entity Ydoing business or {
holding property in this State" for.such charitable uses
and purposes, - Each part of this bill provides for

NAARB L L a0 § e 22 RN TN AN -t e ioven s .

J U
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MEMORANDUM FOR THE GOVERNOR -2=-

Re# Senate Int. 4309, Pr. L1652, 5493

registration and reporting by charitable trustees. It
does not apply to the United States Government or 1its
Instrumentallitlies or to the states, territorles and
Puerto Rico. It also does %gp apply, to-religious cor-
porations and their affiliates, educational Insf{itut-
lons, hospitals, fraternal, patriotic, veterans, vol-
) unteer firemen, socilal or alumni organizat s or his-
; toric socletles and also exempt are corporfite trustees
i acting under the will of a decedent who dled damiecilled e
5 in a state other: than New York or a trust instrument g
executed by a non-resident. It further exempts any e
trust so long as ti® charitable interest is deferred or .
contingent. - :

The blll requires the Attorney General to estab-
lish and maintain a register of allaich trustees and to
obtaln information without fee charge from public re- L
cords in -the State of New York. Every trustes is to T

I file with the Attorney General within six months after ) ?J?
any property held by him or any income therefrom 1s re- F

quired to be applied to charitable purposes as well as
trustees présently holding funds for such purposes.

- ATy

‘- When such a trustee applies to a court for in-
structions or for & construction of the basic documents
or for an accounting, due notice 1s to be given to the
Attorney General together with pertinent documents and
information. When any instrument of a testamentary
nature involving a charitable Interest 1s submitted to : Ay
a court for probate or denial of probate or for approval e
of a comprimise agreement respecting probate, the At-- !
_ torney General 1s to be given due notice and.pertinent ‘
' information. It is further provided that every such’ i
: trustee shall file periodical written reports under oath !
setting forth the nature of the assets and the adminis- ) ;
tration thereof. Trustees may submit to the Attorney =

S

} . . . cemne S R e g
gk IO S ARG T Pl e ERTCIE - wa - . N
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MEMORANDUM FOR THE GOVERNOR - _ -3~

~

Re: Senate Int. 4309, Pr. 4642, 5493

General c?gigs of the annual reports they file with
the State Department of Social Welfare and with the
United States Treasury Department as a compliance with
the terms of the bill. The Attorney General is autho-
rized to make rules and Pregulations necessary for the
administration of these amépdment sections and to sus-
pend the filing of annual reports as to a .particular
trustee for a reasonable designated time. The filing
of the required reports is not to have the effect of
absolving trustees from any responsibllities for court
accounting for the property or income held by them.
The [Attorney General 1is given appropriate. Investigative,
examining and subpoena powers and Keé 1s authorized to
institute appropriate court proceedings to secure the
proper determination of-charitable funds, The register
and other data 1s to be open to public inspection sub-
Ject to reasonable rules and regulations. .

The Yill also provides that the Department of Law
shall. collect from each trustee at the time of the fil-
ing of the periodic reports, a feec of $10 i1f the net
worth of the property is less than $50,000, $25 1f the
net worth i1s less then $250,000, $50 if the net worth
13 less than $1,000,000 and $100 if the net worth 1s less than
410,000,000 and $250 if the net worth is $10,000,000 or
more. The billl has the usual saving clause that if any
part '1s found to be invalid, such invalidity will not
affect the rest of the billl.

- The purpose of this bill 1s to ensure that property
devoted to charitable purposes is effectively used for
those purposes. It is an outgrowth of the Uniform Sup-
ervision of Trustees for Tharitable Purposes Act and

tne variations of that Act adopted by several other
states, such as Califormia, Michligan and Illinois.

This is a Department of Law blll. I have no legal

. .objection to the bill and I urge its approval.

espectfulZ ;}/ﬂéﬁt 'y
1

LO Jo KOWITZ
AtTorney General.

DATED: July 18, 1966

!
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April 8, 1966

J6.:- Robert R. Douglas, Esq.

| Pursuant to our telephone con-
] versation today, I am enclosing a .
copy of my letter of March 25, 1966
to Senator Brydges. (I sent identi-
cal lotterl to Senators Zaretszki.
and Hnghes and Assemblymen
Weinstein, Duryea and Travia) I -
™ am also enclosing a copy of my
: Statement at the hearing coriducted
" before Attorney General Lefkowits
on December 22, 1965.

MW
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March 25, 1966

The Ponor; le ' ’
Eexl U, Liyi-~es

Majorizy Lecacer of the Sencte
State Copitol

Albany 1, New York

Re: llew Yerl: Secoti's cu-ervision and
calorees ot ¢f cortain choritable

U reet eree e e
.. Pl L] - . .

.

1ly cear Senator 3rydnos:

I

™o identlerl bIXls voo Lzlore the tio houces
. of tho Lc~is;c:urb, relating to ¢l cotodblichoat of a - .
Rc"_;::y of ehnrit . ble tov o ol corrtzatzlcn: ond implee
ontling thz Attzrnzy Concoolls v iowisory and c1£0“ccmgpt

vousag with rosjzet to cicth C"_.";"QZ;;QJ, rcqgulire the
uuf ort of cvcr/ publices tivdesl cltizza.,  (Scnate Int.
1303, Pr. 472 ::c:g1y TZe DII2, . 61203)., 1

aca of the Yoselzy of Loz, €. nfaUziveoreity, cad it
Is pudblle lmeonlcolsa iz ot 2 5 I Dz boonconculted ]

by crzoalc tiCﬁs cooretivg in ohis field, Foizver, the
vica I egprecs hore, vidch voo» chint zoglotration, £1ling

2ad cther oblicaticrs ba in -z -0 v-sa choritchble osgonie
zations, Eré. Ly 0. [IOTIonnl Vio.le

. P At a wublie hozrivo conduzicd by Attorncy

. Geaoral Leflowltz in loy Wook Clty ca Loooler 22, 1965,
1 sus-ortod cnoctonnt of a ;:;-::c::;: of thn 1o "1u13ticn
noy vndcr coasidorcoticza, Secry of Uy stth+:;t at that

hezring 15 cozlezzde Clivcoe tiinz €22 tho 2111 heos beoen !
modil: ed to toiiz iato zoecouar cljccticnn rnlsoed ot Lho
hearine oad reecoixadotlens roooloting ¢raltcnonshin made

by fnterested moihors of Lal Dore Iiving revicied those
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The Honorableo
Earl W, Brydges 2= ‘larch 25, 1966

modifications I wont to reltercte oy carlic.r support
and urge enzcticcnt of thls logislatica in the curreat
seasion of the Lc‘,ialatu..c.

The problcwy we foce In cosurins propsy cdainie
stration of charitsble funds ere not nzw onc3, but e
Yoxk State, unfortunately, I3 not Lopt cbrezst of clionge
ing tir=g, Nine states cro gluccdy ¢ tin:; to ixsiove
the ac_.linistraticm of claritzble funds by roquiring
charities to register and by giving tiwe Lttorasy C:neral
broad powecrs of suparvicica, oy York, tia Looo of 25%
of the naticn's forndatiz: Fozszosing S56% 0f tho funls
held by a11 found...tic:r.a, c'.z;x.lu L in the forca.rcb... of

sce fit: to put: it there,

Californla hies undoricl.ca the wost cuditicus -
p::ogz:rn to date ead is currontiy pucccssing dota on
ccapuicers to ootain meonivgfal m-u,-_l_lo... Uithout a
rcgisL"aLion pzcbrm, wo will hovs 0o oo poncule stotistices
in Moo York, but we do oy f.w..\.' ure than 8,2 biillons
of dollars ere held by fcundnticis heodiuovtored in this
State. Desed on tentative ;.J.J...g_s frew California, X
belicve it would not te unycozcoachle to c_,:...u.z::e that the
raosrezate of chiaritoeble vealth ia Tew Yerk is £ar in

>ixcess of 50 biliicn dollicis Lo thz c ooan t}b)'..a of clicrie
toble orw.n.n...aticns covered by ¢ho Colifornia Act,
(hei.t:hnr thae California Lo nox tho Dow York Bill include
funds of religioua 03.85‘6.‘14.‘..5..th-..3' cducationzl institetions
or hoopitals.y In tha fbszone of a regintratiun prosran
no cne knows juat how couch there I8, how it is being
exployed or how it is being aduinistared.

t seczs clear to mz olso thut waless we, :'.n
this country, dcvme a systen Loz sussevisin o3 chooicd
which 1s effcective at thae Stutoc lc.wl tha Lcodoral
government will enlarge ity vole in Clds exea, elthces

- ..
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The Honorcbhle ,
Earl W, Brydges =3~ March 25, 1966

through ths exemption proviclons of ths tax lcza or by
wvay of an Indcpondent agcney crected snocifleally for
this purpoce. Ue hawve witaossed, tinm> and agein, the
wovement of fedcral power into on adaluistreative vocuunm
left by ncnexistent or Inadoucuctz State cetion, Tha
tendency to ¢spand federal jumicdictlon was made clcox

: by the Trecsury Report on Drivatc FToundetions, eulinditted
in February, 1965, vhich proposcl drastic chonces in the
operation of certain charitica vlich qualify for fodleral
tax exexjtion,

™

: The use of fedoral toxx 1os to deflaz the
fiducicry respoasibilitlces of cucritoble tiustces In Ilow
Yoxk State, in my view, vould be ca vnfortunate doevelop=
moat, sirce the prinnry Iaterest in tho pueper adulnile
straticn of choritchlc fund: Aa ¢lhg Stcote 15 richt have
where the charitics opcrcte, o only ic Ncw Yoxk dircetly
effectzd by the proper cploycit of charlitable funds, but
the greater diversity of rco:zlicl cotica cvaileble in our
courts makes it pocsible for us to teolhe ection waich
‘directly benefits charity, Cur State courts can oxrder
that idle funds be cooloycd Lfor choriteble purpeses or
that losses be reisbursed, cad thoy can ¥coove OF sure
charpe trustecs who have cbused thizlx trust. '

In conclusion, I tould 1ilic to indicate iy support
of the graducted fee sclhizdule contalncd in tho Biil, It
is my vicw that the £1linz focs, widlch cze qulits moderate,
represent a f£iscally scund rocis Jow £incoeing the State's
supervisory program. As you uxitubtolly kusw, gocd goverie
ment comg dear, . The eost of the Dojistry aleae dn
Califcrnia is estimated to b £35,030 a yeor, Add to this
the saléries of attornoys, investicators a:d clewrical
people who perform the ectual vworii of supervision, and
the annual cost approximates $250,000. In licht of the
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m Honornble
Ear.l . Brydges wlje Mazch 25, 1966

-

o . J

tremendous azouats which one mi nt anciefpate would be
put--to more eifcctive use within the State, thc mongy
seexs w-cl‘l spent,

}1 strongly coxmend thls lc'i.;l.. iocn to you,
end I urge you to scek ity cacciac ia the cua.rmi: )
ge3sion of the Legiglature, IS the anecssary informoclon
is p" ced| in the heads of the Lttoraay Contial, and bz
is given a gtaff adequate to ti2 tgSk, I see mo redsca
way New ‘.{o:.c chould not be'a rcdel for the rest ol the
country in its supervisicn over the adninist¥ation of
chariteble funds,

™ | Very truly yours,
. WIiLL 'I C. UTANREN
WCllszw »
Eaclosure
N
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: Statement of William C. Warren T ~
Dean, Faculty of Law of Columbia Universicy
At a Hbaring on a Bill to Implement New York State's
Supervision and Enforcement of Certain Charitable
Uses and Purposes with Respect to Trusts, Charitable
|Corporations and Similar Relationships : ’
~= December 22, 1965 -- \ -

Attorney General Lefkowitz:
Thank you for the opportunity to be here

today to speai about a subject that has interested me

for some time,

The problem of supervising charitable funds

is not a new one. Governments .have been concerned with

the admin;stration of guch funds at least since Roman
times, and most of us are familiar with the conteit

|

between t?e Church and the Kings of England which
culminate? in the acts of mortmain. Following that
vicfory o#-eecular'authority in medievaI;EngIand, the
functions!zz thé former Church charities were assumed by
various governmental bodies, and slowly expanded to include

private philanthropic trusts and corporations. Active

governmental supervisiqn of charity dates back at least

as far as the Statute of Charitable Uses of 1601l.

Thereafter protection of charitable trusts became the

v 10
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-duty of the Attorney General, with supervisory juris=-
dictioq exercised by various administrative bodies.

In 181%, a Charities Co.mission was created to investigaqe )
and reeord all charitable trusts. The Act of 1853 created

a permJnent.Board of Charity Commissioners, which was

given authority not .only to exaoioe into the objects,
management and property of charities, but to require

all trustees to furnish accounts and statements. In

1860 the powers of the Commissioners were broadened

to allow them, in certain circumstances, to make such

orders as were then made by a judge of the Court of
Chance%y. This gituetion remained stable for a
centhrﬁ when, as ahdirect‘consequence of the Nathan
Reportion Charitable”Trusts; Parliament enacted the
'Charitfes Act of 1960. This Act repealed most of the

prior legislation on charities and significantly *

extended the octrine of cy pres. It provided for a

more modern administrative system and, for the first

time, it associated local authorities with the‘supervision
of charities in their areas. Registration is required

of all charities in England today and the supervisory -

-2-
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powers of uhe'Charity Commissioners specifically include
the éouers to vest title to trust prOperty in the Official
Custodian for safekeeping and investment withouc resort

1.
e

L7
%75
€50
R
5
¢

1

to the courts, to restrict tramsactions in which a
charity’ may participate, to remove any trustee or officer
vthwae a phrty to misconduct or mismanagement, and to
appoint additional trustees whenever they deem it necessary
for the éroper administration of the charit-.

It is important to keep this historical
development in mind for it places the problem we are

discussing in its proper perspective. The problem is

~

not a new one; and the solutions proposed-in.-the Attormey

, R _
Géneral's Bill are far from radical. It seems clear to

we that unless we, in this country, devise a system for

supervisingicharities»which is effective, the Federal

government will enlarge its role in this area, either
through the exemption provisions of the tax laws or by :
way of an 1ndependent agency created Specifically for

this purpose. We have witnessed, time and again, the

~movement of Federal power into an administrative vacuum

left by nonexistent or inadequate state action. With
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respect to tax-exempt oxganizations, the Federal
govérnment has had no choice but to broaden tﬁe.scope 2
of substantive rules contained in the Intermal RevenQe
Codg,fpafticularly in the area of prohibited trans-
actions. The tendency to expand Federal jurisdiction

is éade clear by the Treasury Report on Private
Fbuq&afions, submitted in February, 1965, wh%ch pro-

| \
posed drastic changes in the operation of certgin

charities which qualify for Federal tax exemption.
o . |

i
i

In England, an organization which is charitable
'forigeneral purposes is charitable for tax purposes.
Quaiification for tax exemption is largely out of tﬁe

- hanc!ls of the tax authorities. The use of tax law in

.‘ the?Uhited States to define the fiduciary responsibilities
cf éharitqble trustées clearly presents .a paradoxical |
picture. é

éﬁ further extension of Federal jurisdicfzsn,
in my_vieé, would be an unfortunate development, since

it is apparent to those who are active in this field

that the primary interest in the proper administration
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- of charitable funds is the interest.of the states in
which the charities operate. Effective state super-
visioh, rather than amendment of the Internal Rtvenue
Code, is clearly the more épprtpriaté.way to deal with
whatever abuses may exist. Not only are tlie states
‘directly affeqted by the proper employment of char:l.-~
table funds, but the greater diversity of remedial
action available to the states makes it possible for
them to‘take action which directly benefits charity.
Where the Interpal Revenue Service can only allow or
disallow é tax gxemption, state courts can order that
positive steps be taken or that losses te'reimbursed,

" and they can remove or surcharge trustees who have
abused their trust. s Removal of the tax exemption only

deprives thg charity of funds for its charitable pur-

poses and generally has no adverse effect upon the
trustees. Removal and surcharge affects them directly

and stand 1n sharp contrast to the narrow remedies

available under a Federal tax statute.
Ten states have already acted to improve

the adwinistration of charitable funds by requiring
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~ charities to register with the Attormey General and by
giving the Attormey General Brpad paweré of supervision
ové# the administration of charitable funds. Four of
those states have enacted a modified version of a
Uniform Act proposed by the COmmissioneré on Uniform
-Staée Laws. |

Some concrete examples from the states which

have registration programs may illustrate the kind of

supervision possible under a sqftedwide registration
proéram. In New Hampshire a fund of nearly $1,000,900,
|

; . ®
witq only two years remaining before a testamentary

'1imitation would have become effective, was saved from
foréeiture and used to construct a high school for a
NewiHampsﬁire town. In Massachusetts the Director of
Pubiic Charitief was able to pursuade the trustees of
a Si,OO0,000 fund toereduest permission for cy pres
application of more than 75% of the fund's income.

The 1ncom§§from the $1,000,000 had previously been
used to s&%port a home for the aged occupied by only
tvogaéed ﬁén. The Michigan Attorney General entered

a case when he felt a proposed sale of a business
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corporatioo was at a price so low as to constitute an

abusé qf discretion. The ultimate selling price was

almoat’$900 000 greater than the price the trustees

had proposed. In Illinois, communication Vith trustees

in conjeetion with assets valued at approximately $500,000,
but producingino income, revealed that the assets were
_'vaeantgland. The trustees were induced to sell the land
.and invest the proceeds to produce a 4% return, which is

now being distributed for charitable purposes.

| New York, the home of 25% of the nation's
foundations possessxng 56% of the funds held by all

" foundations has not been a leader in ‘this field. But

"I am hopeful.that the Leglslature will see fit to change
. that sitﬁation in the session about to commence, and
that m§ appearance here today will h%}p toi:Ehieve that
goal. )

In;1965, the New Hampshire Director of Charitable

.Trusts was aﬁle to report that "more than $100,000,000
of charitable funds -are being supérvised and enforced at

the present time." The California Registrar of Charitable

Trusts'estimates that the assets held by charitable
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" érganizatigns/registered in his state is approximately

three and opé-half billion dollars at book value, which

is prob%bly 1ess'than market value. We have no compar-

able st@tistics in New York, but we do know that more
than 8.2 billions of dollars are heid by foundations head-
quareered.in this State. In view of the 3.5 billion in
Califorpia for all registered ard supervised charities,
compared with the State's founoatiou-owned assets of only
$380 million, it &ould not be unreasonable to estimate

that the aggregate of charitable wealth in New York is

far in excess of 50 billion dollars for ti.. same types

of chaqitable organizations covered by the California
Act. The Californla Act and the New York Bill do not
1nc1ude'funds of rellglous organlzatlons, educational
institu&ions and.hosP1tals. In the absence of a re-

. ’ ®
gistration program no one knows just how much there is,

‘\-—f“
how it is belng employed or how it is being administered.
” f& Ihe*Bill drafted by the Attorney General's

staff -appears to be well directed toward curing these

defects. While 1 do not intend to undertake a detai}ed
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review of the Bill's provisions, I would like to say .
a fe& words about the fee to be paid with the annual
N repofts required under the Bill. |
X I think the idea of a graduated fee is a
good one, whether the measuring rod be grosé income or
;A | gross assets. Nevertheless, the filing fee should not
2. be conceived as a revenue raising device for the Staté.
Rather, the amount collected in filing fees should bear
a close relation to the anticipated cost of ‘the program.
| Some gnide to %h?*cost of administrétion nay be obtained
- from| the Ca}iﬁéfni% program, which is described by
Marion Fremnnr-Smith in her recent book 'Foundations

and Government." The cost of the Registry, alome in’

California is estimated to be $85 000 a year.‘ This

does’not include the attorneys, investigators and

clerical péople‘who perform the actual work of super-
vision un fr the jurisdiction of the Attorney General.
As a lawyer, as a teacher and as Dean of the

Law School of Columbia University, I have devoted aq’u

"‘ﬁ

number of years to working and writing in the fieldf ’ S
v 1:»\ .

of tax policy, and I have had occasion to consider th€ -
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-

adequcy of the adwinistration of charitable funds. I

l‘ . ' ‘ ' . .
have ﬂecome convinced that some supervision is necessary
and that the job can be done better at the State level

“than by ‘any agency of the Federal government.

£

It is public knowledge that at times I have

been c?nsulted.by brganizations Operating in this field,
but thL views I have expressed here today are.my own /
personal views. If the nécesSary information is placed

in the hands of the Attorney General, and he is given a
_st;ff adequate to the task, I see no reason why New York

should not be a model for the rest of the country in

its supervision over the administration of charitable

" funds.

49
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CARLOS L.} £LS

v JAMES B. LIBERMAN
HENRY 0. SHEREFF
CHARLES 8. CORBEN
STANLEY J. FRIEOMAN
JESSE R. MEER
THOMAS M. DEBEVOISE
PAUL H. BARIS

ALAN M. MOFFMAN

LAWRENCE G. GOOOMAN

ANDREW O. FEUCRSTCIN

JAMCS 0. C'RRIEN ¢

M. ADAM SONNENSCHEIN
» (D.C. BAR OMLY)

BERLACK, ISRAELS & LIBERMAN
26 BRAROADWAY
NEW YORK 10004

WHITEHALL 3-2390 ¢« CABLE BERILIS

Roger M, Blough, Iq

Chafrman, United Statea Stecel Corporatica -

70 Broadwa,v
¢ New York ‘cxty

A

Joh.n Se. 'Ienn..nt, =qa.

General Counsel, Unitcd °‘t..t

70 Broaduay .
MNouw York City

. fa:

oy 11, 1856

Stecl Cox :cv-a ;ion
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WASHINGTON OFFiICE
DEBEVQISE, LIBERMAN 8 CORBEN
SHOAREHAM BUILDING
WASHINGTON, 0.C. 20008

United States Steel :”c.::.:,.'aion;
State Supervisica o Caoritabtle
Trusts

Dear Roger and Jack:

~
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o
aanship,

by the Attornq Ceneral and teolx ti.i scaltion oa the rccc:d.

As you may lmou (tut I uenld not bloms you il
you éid not) I have scrved foz 4 the last year a..a Chair
of the Coamittce on Unlfcra Stale I Ious o th
of tha Bar of the City <l
there w23 presented ©
prepesed by the Attomc 7 Concenl for
I'ew York Legislature with reozoct Lo Sicte Superviclon of
HL1L wac hascel vpon - but denarved
in substantial recpects fron - 2 ,,.f;:c:n Lot
by the Mticnal Cc:m cronice of
State Luws.in 1854
. »ill, detcmm,d t‘ 2% 1t had
stance (particularly with resn.lt U2 socae and

e - L 4
how Yexliz.

The
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Roger 4, Blough, ESq. ' Iay 11, 1556
John S, Tennant, EsQ. . Page 2

Iowever, at that hoorinz At anneared that Doan Williaa
C. Larren of Columbin Iow School and yrenvescntatives of
the Ford end Loclefeller Foundatlons Joincd wlth cur
Conmlttee and belicved thot the princinle of State
Supervision over Charitable Truzts throvgh the Attornoy
Goneral was & gound and proper cne and ASHuld be .
cifective to deter unat nlsnt cotiicruice La much nore

! - fu
stri!ngont and burdensocze federal reculad&:,

i a4
5 Azninst thio backrround, ol Dcanstarrents
suggestion ve appolnted a subccimitbee which: worled
with tuo Asclotznt Attoriicrya -Gonortl and ccinsel for
saveral of the ovzer foeuncatlong in mreparing 8 revioscd
bill, The principzl features of the rovision ucre o
coordinate bacic covoerage of tho 0ill uith the Soeial
Yelfare ILaw gapplicahle to chnritles wiich colleit funls
in the State) and with the Indorncl Sovenve Sode (by
providing £foor reportad Lo Lhae Stabe Ia the foera cfeenics
of vebturns filed wilh tho Intern~ Ievenna Scrvice),
reastriction of coverase cf chori abic cerporaticons ¢o
those Going busincss In tho Stete [nerhons a sbéza.ze
coneept iIn tarma of @ _chariteble comicraticn but none

‘the less a uselvl onal; a2nd f£inslly to do & respeciable

drafting Job so thet tho Dill weuld Le reacéable end as

¢lear as possible ia ita wmeaning and applicstion,

The Attorncy Coneral uza pood ancuga to adopt
thae results of thiz gzroun?®s worik in tote angd the diil
was fin2lly InSroduced into thic Legisloturs in tha
forn, - €ar Ceonmlites 1o formalily con record with the
Chalrmen of: tho Leglsloative Coxzilitcca to-uwnich iF was
referred 28 hoving inderzcd the bill,

. As night bo expesied tho rather oxtraordimary
legislative sltvction ab Altony thds yezr hos. delayed
this a8 well a3 clhar Lopcrians lgsislatien, loverthe-
leso we have been Inforizlly civiced Lhet the bill is
likely to be reporied cut &nd o 1222 in the Senate
but that there uas apharently oo Sipnillcony opposivion
in the Azagably. Perhaps you reccabse murlel flavchall

| NDEX NO. 451625/2020

07/ 13/ 2022

tho WAl oy SeCretaly 1iclh We WEre TOLCWIST $60 ouny yeurs agoe?
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: Her husband :E.:: Yoscs Uoln Bteln tho is :: .".:'::‘:‘L.q-;::::
from Queons 2nd tho Hcjorlty Iealer, O ehetldng wild
him I founl tn:.tt ‘L.ae Co3Csition Liich :'T::'.r'c':"lz' -
pressed tha Decoeratle loadoociild of the Aszeably is
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camint 81 ATE CHAMIBER.OF COMMERCYE m

10 PARK STRELY, ALBANY, NEW YOHK 12210

- Foundation is opposed to the bill as amended. {// 4/ a0
. We

- /A—ZF ‘-

' SUPPLEMENTAL MEMORANDUM IN OPPOSITION .

2. oo LAl
A.I. 5582, Pr. (128 Rules Com. kf(l

. 5.1. 4309, Pr. 4642 Rules Com. jqj
N ACT /

To am2nd the personal properiy law and the
real property law, in relation to implementing

§ Lhe slakeds supervision and enforcement of -
cortain charilable uses and purposes,

We have feviewed the amendments made in Lhe measure by the Senate on April

25 and the Asse&hly on April 26. The amendments in no way improve the bill - { ;
1

B

o et s

wilh respect to Lhe objeclions which we set forlh in our memorandum of March r. ;

M.

Therefore, we continue te oppose this measure. !
!

4
We have discussed these amendments with Mr. Arthur E. Hauser of the United

States Steel Corporation who had filed a memorandum on behalf of the United

Stale Synol Foundation, Inc. signed by W. .. licarne, Tax Counsel to the Foundation.
My, llauser advises us Lhal Lhe amendinents in no way alter Lhe affecis of the

L]

bill as far as the Uniied States Steel Foundation is concerned, and that the

(L, L
) Yes™ A. Gray, Direcis
? _ Department of Government

Oy

~

]
Affairs :
!

-~

WAG/ ] £ : !
4/21/66 i

-e
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lq PARK STREEY, ALBANY, NEW YORK 12210

MEMORANDUM IN OPPOSITION

FEE N \ -
L s A.l. 5582, . 6128 Rules Com:
: S I S.1. 4309, fules Com.

' mot | ' ]

To amend the personal property law and ~ '
' the real property law, in relation to
- implementing the state's supervision. and
enforcement of certain charitable uses
and_ purposes. T

3 I ' X
;

aménd the Personal Property Law and the Real PrOperty Law so as tn

-f:r the b111 a ''trustee" is defined so broadly that practically any

"~

r 1nd1v1dua1 %thh certain limited exceptions),who holds and ad-

D rty for char1table purposes would be subJect to sucn regulation.

i cludes ot anly individuals adm1nistering property for charitable

r. ‘agreements, but alse non-proflt corporétmns organized for

PSP O RWLNNC IR RTINS

i
I
| ;
> . v
1 . .
1

l's memorandum suggests

- 1
v e s

mhe%Dq artuent. of Law, there is ¢omething wrong about the

T ; .
rusts and foundations. The ;mbrandum is not clear as

n

is baééd upon. ‘It simply states'1n,effect that it is log:caT

es because it wquld be 1llogf"1 not to have such super=

»

ase is made for the Just1f1cat10n of such a sweeping

R

duced in support.

jThe lack of- Ju 1w1cat10n is compounded by the ‘fact that this. bill makes no dis-

(  t1nctions between corporatxons and other organ1zat1ons g1v1ng away their own funds
. b i
‘- and those which nge away monies obtained by sol1c1tat1on from others (whether the

. 3 ]
i general public or segments thgreof) or those who are administerlng funds. provided

oo L ‘
. o i ) : : i P P
) o b ' ; P - ."?;

e mT g e

g -
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S -2 Q- A
B under a trustecship as it is commoqu understood. We caﬁnot'see any good reason ‘
i) for addttioqdl Jupcrvi ion over the qifts and bnnnf)ccnccs made by corporations, ;
o associativns dnd individuals from their own resourcds 5, nor, frankly, what proper ‘
A ﬁ_lnteygat qujythtncy Cnnoral taq‘have in such act1v1tic4. !
e i N ,
n théVOpinion:Of the Chambetr, this measurc goes far beyond reasonable and neces- |
Jary requ;rvmcnts. 1t qbpliﬁs_joVall RinS”bI'CGrporatiohs and organizations | }
. gt;; exempt from Federél inc%me taxation under the Internal Revenue Code. Such organi- ;
“ ; f;ations must élreéqyﬁreéort to and comply with the regulations of.the Commissioner i
ernal Revenﬁéjwatétrespect to their operations. To supefimpose qpoﬁ them an |
L¢sﬁpb;63565yliﬁtho¥ity in the person of the Allorney General is unneces- #
v | | harass such organizations;by requ{fing them to perform f
: : i
es to report periodicailyiio the Attorney General and é
' on of the reports so f119d.. While, in the main, the %
E
?
!
|
i
1

1

the State up

H . .
- ; : B

We ugge that tﬁiéﬁbifl be disapproved. ; é@l '

C ilelles A. Gray, Director
. ' De[)a; |

we/if ¢ B
3/ 34 66 S A
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¥

LOUIS J. LEFKOWITZ DEPARTMENT OF LAW A“I'-.Y:u:o::.?:mn .

ATTORNEY AENERAL . STATR OrFFicE BUILDING . 1N CHARGE OF
. BO CENTRE STREKY TRUATS AND ESTATVES BUREAU
w : _ NEW YORK 13. N. ¥,
: = TELBPHONME: COnTLANGT 7-0800
Februsry 10, 1966
Hon. Robert R. Douglass -

" .Counsel to the Governor
22 West 55th Street
New York, N, Y.

Re: Proposed Bill on Supervision of Charitable Entities

Dear Sir: : C

‘b ' In response to the request trensmitted to the writer |
by telephone on your »ehslf by your colleague, Hon. David
Hassi, we enclose herewith two copies of the Minutes of the

hearing held@d on December 22, 1965.

Very truly yours,

. LOUIS J. LEFKOWITZ
Attorney General
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THE ATTORNEY GENERAL: I just want to say good morning,
‘;nd 1 want to start this hearing. With all thg lawyers presen?
I want tq make certaln I‘start on time, so nobody ﬁill complain
abouq congesited calendars in this room. | ' 1 |

FHrst,_let me stréss‘hy thanks to e@pryone for
. ' ‘ attending th{is meeting. We know from the correspondence we
received, asiweil as ihe telephone calls, that there is a gfeat
_deal of 1nte}es£ in this morning!s meeting.
I Lﬁould like to presenf to those who do not know
Mr. Combler, who 1s on my right. He is the head of the Trust
arid Estates éureaﬁ §f~my office, and Mr. Greenfield who is a .
member of the staff, of the same bureau.
I would like to rezd a statement at the outset, just
t& set the tone of the meeting and “that brought 1t ab;ut. Then,
we.have a few speakers who have Indicated that they'd like to bg
heard, and the meetinn is open to‘anybod§ who would like to
participate. f "
I might sé& to those who would not like to speak, but
who would like the privilege of sending in a written memorandum,
that 8 more than”welcome. Sepd your memoranda -to Mr. Combier,

and everything that is either said, -or seqt in by memorandum

. will be considered.
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Under historlc case law and by New Yory statute,
knowq as the Tilden_Act, Personal Fronerty Law, se2tinn 12,
Beal Property Law, section 113, the State Attornev fGeneral 1is
charged with the duty to enﬂorce~g1fte, grants, devises and
bequests for charitable uses and purnoses.so‘that the intended °

beneficia&ies and the public at large will receive the benerita.
|

Of neceasity, the duty to genforce sbou&d inciude the nower to

supervise the administration“of such benefactions.

However, under ;he present law and practices ‘in this
State, information respecting the oberatfgﬁ and administration

of charitable entities is acquiredlby the Attornev fGenerai only
@ . . .

from voluntary court proceedinzs brought by the fiduclaries -or
~— ]

corporations administering charitable funds or from random com-
: \
plaints from the public.

”

There 1s no otfficial registry of charitabie organiza-

a

tions 1in this State and there~is'ﬁa way for the Attorney -jenera.

to know of the existence, much less of the adminjstration .of

many of these o”ﬂanizations. To take one example, if a craritable

trust is created inter vivos, by a living individual, *here s

no method at present, in the absence of court pr-ceedines, for tre
Attorney General to know of the existence of such a trust. Furirer-
more, there is no provision 1n the laws of ‘the State requiring rers.-s

or corporations holding funds for charitable purposes to account

>

vy
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for the administration of these cnaritable funds at any part- —

icular time. To illustrate thils point, recently my office has

bcgn made a party to judicial accounting proceedings relating

to charitable trusts, which covered periods of agministration

in exceés of 50 years.

. ‘ o T(iﬁ attemp't to correct fhese conditions, last year I

submitted aﬁbil} to the Legisliature, for study purposes only,

’ which provides for registration of all charitable entities,
with.certain exceptions. The bill also provides for annual
accounts to be submitted by such creanizations to my office and

S " for subpoena and additional enforcement po;ers. I will recommend
this Y11l again fbg consideration at the forthcoming session
of the L;zislatufe.

- The proposed bill is baséd to a considerable extent
. upen the "Uniform Supervision of Trustees for Charitable Purposes
Act", which was adopted in 1954, at the urging of‘Professor
Bogert, by the National Conference of Commissioners on Uniform
State Laws. It is also based upon the statutes of a number of

States which have used the Uniform Act as a basis for thelr own

enactments.. -

We are al. familiar with the reservations and suggestions
voiced by mempbers of Coneress respecting the operatiop of charitagle
grganlzatrﬁhstA The Treasurv Department has made far-reaching
' ©

B g 1
[Py 1
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recommendations for control of such orédhizations by an exercise
orﬁthe tax power.

It s my view that State supervision is the keystone
to proper administration and enfercement of funds devoted to
charitable purposes.

The purpose of our meeting this morning is to discuss
the proposed blll and to obtain your comments and suggestions,

This 1s a matter of substantial importance to the people of this
£ e *

=

State. T
I ap:recféﬁe your attendance here this morning and
welcome your partlciﬁ%%ion in thils discussion.
I want to.stfess the fact that we don't claim we have
all the answers. We have many experts here,‘anq we welcome “
your recommendations, and I assure you that your recommendations

wiil receive our very, very careful consideration.

I'm going to call, at this time, Assistant Attorney

General, Julius Greenfleld, who aided in the preparation of bills,.

and who made a study of it under the guidance of Mr. Combler.
Justlto explain some .of the highlizhts of the bill, he 1s going
to recommend an amendment which we have adopted, which I think
will relieve some of the pressure we have been getting by
telephone or by mail;.jl’;g Just to make you feel a little happy, it's

4
got to do with the filing fee.

’ -
e !
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: MR. GREENFIELD: The bill propbsed bv the Attorney
General was drafted about a year ago. It's based, as the
Attorney General stated, on the "Uniform Supervision of
Trustees for Charitable Purposes Act." It also takes into
considera?iqn the experler.ce and the statutes of Sfaﬁes, like,

‘l‘ Illinois.jniphizan, California, and in addit:on it takes into

~

cdnsidera?ion the experlence and the statutes of New Hampshire,
| . ) )

Rhode Island, South Carolina, Massachusetts, and-Iowa3 the
states of|California, Illinois, Michigan and Orezon, havinzg
adopted gheir version of the "Uniform Supervision of Trustees
for Charitable Purpoées Act."

1

For the purpose of our discussion I will, very briefly,

go through the provisions of the bill.
| Paragraoh One is the definition portion of the bill,

and it appiies to all trusts, trustees, and charitable corporations.

‘ " THE ATTORNEY GENERAL: For the people who-didn't
bring the bill Qith~them we have avallable some extra coples.

' _ MR. GREENFIELD: The b1ll applies to all trusts,

trqstees, charitable corporations and others holding or admin-
jstering property for %paritable uses and purnoses,

It defines trustees, and I emphasize this, Iit's

defined tor the purpose of the bill, to include any individual,
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grouos of individuals, corﬁorations, or any lekal entitlies holding
on-aniﬁietering property for charitable uses and purposes.

- Co o g : _A charitable corporation is defined as a non-profit
'corporation organizad under the laws of this.State for

charit: ble purposes, and yJu will notice there 1s an attempt

‘I. . to 1nclude foreign corporations which do-business within the ‘
State of New York.

e lParagraph Three, deals with the exemptions of all
Governmen#al agencles that are exempted from the scope of the bill,
as are reﬁigioué corporations, educational institutions and
hosbitglsi There may be a modification of the proposed Lill-

to this e&tent, and I'm talking generally with reference to
paragraph three. It's a reference to educational institutions
incorporated under education law. It has been called to our

attention tnat, certain educational institutions are incorpofated

2

by a special act.

Paragraph Four applies to the establishment of a’
registry by the Attorney- General df all chariteble corporations,
trusts, and similiar relationshios. As the Attorney General
has noted, there is no reneral registry of charities in the
-State of New York. There 1s’one registry which deals only

with charitable organizations which solicit funds from the

public, and the reportirig and filine provisions are generally
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limited .to the solicitations aspect of their activities.

Paragraph Five requires every charitable corporation
and trugtéé, -- and hereafter I will simply refer to thg groub,
zenerally, as trustees; subject to the act,‘to_rilg with the
Attorney ?eneral éopies of the cgrtificatevof incorporation or
othef ins&ruments relating to the title, powers a;d'duties of
the trhst;es. There is a provision to stagger the time of .
filing. . _ .

%Paragraph Six requlires the Attorney General to be.
made a pa%ty to any courtnbroceeding by any charitable corporatién
or trusteé,,fo cbéain instructions or for the dispnsition or
distribution or the accounting of its properties.

Paragraph Seven reauiress the Attorney General to be

made a party to proceedings to probate or to deny probate of

an instrument concerning a charitable dispositinn.

K Paragraph Eight reauires the Attorney General to

be made .a party to any court proceedings bv any executor, trustee

. or trustees holding funds, which are required, or may be

reguired.to be dévoted ultimately to charitable uses and
purposes Qnere instructions, constructions, dispositions,
distrf?u%ions or accounting is sought. )

I'4d iike to call vour attentlion to the lact fbat_

paragrabh six and eight seem to be similiar. They are not,

)2
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because»p§ragraph eight deals wlth propert& which is requiréd

to be devcted ultimately to charitavle uses and purposes, whereas

paragréhh six- deals with funds that are already devoted to those

pufposgs. ;

Paragraph Nine provides for the filling of periodic

ll. reports under oath showing the nature of the éssets and the
administr?tion of the property in accordance with regulations

|

te’ be adoPted by the Attorney General.

”sif'i/like to call your attention to the fact that if
the billgis ﬁassed we'll attempt to hold a similiar conference
for the qurpose of obtaining your advice with respect to reg-

. ulationsffor the reports.
i.Pax‘ae;r‘aph Ten authorizes the Attorney General to
adopt, bromulgate, amend and rescind reguléf;ons. It also
‘_ authorizes the Attorney General to suspend the filing of
reports, with respect to certain corpnorations, concerning which
he's satisfied_that the veriodic filing 1is not'required. ‘That
is, éuspensionvcan cnly occur for a particulaf'specified‘périod,
. Paraéganh Fleven deals with filing of the first
report -and ‘an q%tempt 1s argain made to staéﬁer the filing of
thg record, for obvious reasons.

Parapraph Twelve authorizes the promulgation .of

additional rufes, and reesuiations, and parargraph 13 empowers
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the Attorney fienerali to 1nvest1:ate'tfansactiogs and relation—
ships of'chéri;abie corporations and trustees, and aﬁ{Boriies
him to issue subpoenas and to examine witnesses under oath.
Paragraph Fourteen deals with witnesses' fees.
N .
Paragraph Fifteen deals with the fallure to obey the
‘II ' command of 5 sdﬁpqgna without reasonéble chuse. or.refusal to

testify without reasonable cause, and such failure to comply
| .

without reasohable cause is a misdemeanor.
- . I . * ~—

Paragraph-Sixteen crovides that subject to reasonable
rules and regulations adonted bv the Attorney Genzral, the
registerh the coples pf the underlyine instruments ana the reports
shall beéopen to public inspection: and there is an additlonal
pfovisioh guthorizinm the Attorney Genera} to withhold whatever

information in cur files that does not deal exclusively with Ehe'

+ ’

' ) charitable purposes of the f1ling orzanization.

Paragraph Seventeen authori=zes the Attorney General
to institute ah aporopriate proceeding t5,secﬁre compliance with
ﬁhis section. ﬁft also SPDvioes that the powers glven to the
Attorney Generg} are in addition tc the powérs already 1n
existence. ltéalso provides that the oowers riven to the
Atto;ngy Generél are not 1n'ény way tc‘imnair or restrict
a court of general jurisd:ctiog normally deaiinq with matters

of this kind. Tt does provide, however, that no modiflcatlion

~

\

.o
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or terﬁination of a charitable relationship can be made by any
court without noticé to the Attorney General. There 1is one

additional provision here that is auite imdortant and that 1s

b d

. the provislon relating to the failure of the corporatlon or

trustee tq reglister and file records. This provision 1é,that
in an appécpriate case the court havineg jurisdiction may
determineithat this fallure 1s a breach of responsibility
sufficieﬁt to warrant the removal of direztors or trustees,

Paragranh Eiefghteen provides that the séction‘is to
?

applj regardless of nrovisions of anv instrument-to the contrary.
Paragraph Nineteen prcvides for the flling of infor-
mation with the Attornev Generai bv taxine authorities within

the State. Jf

Parawrarch Twenty_ apparent!y the most controverslal,

»

provides for the pavment of a f!linc fee of one fifth or one

per cent of the zross income of the renorting corporations for
AI v

each year.
As *he:Attorneyv fieneral noted, we have considered

this matter ver,?ca:efullv and we have come to the conclusion

“that there shcuid be 'an addiilen %n pararraph 20 which will

. :
provide as follows:

Tcr tne nurposes of th's paraerich the term RTOSS

income dnes rot inelude Aues, -arntr-ibutions, sifts, rrants,

-
]
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devises »r tegut-i retesved d.sing Lhe 71 lA
THE ATTORNEY GENERAL: Would anyone like that repeated%
VOICE. - Yes.
MR. GREENFIELD: For the nurnose of tHs paragraph

the termigross income shall nnt i1nclude dues, contributions,
gifts, gﬁants, devises or beauests received during the fisesal
. year, prév1ded, however, that there shall be a minimum of
ten dollars and é maximum of five hundred dollars.
i THE ATTORNEY GENEPAL. Does unybody want it repeated,
or may I asshme that everibndv has 1t now. |
' V3icFE: Provided --
'iEB. GéEENPIELD: That there shall be a minimum fee
of ten dollars and a maximum fee of five hundred dollars.
In summat:isorn Lhe‘propcsed p1il will result in the anplication
for the int -nd-:d cnarttante purnosés of the dormant and
obaolescernt funds, and abuve a1l ©ls2 1t will reveal and
nrevent ;mprupe; vractices: a.l té the end that the public
interest 1n Lhe%& charitab:e runds will be served. )
JGECE;- Sould we have a readins on the conclusicn
. With respelt L6 an organizatinn created by a srecial act of
ieglislatuim -—z‘
THa: ATORMEY GFNFRAGL:  We'i1]l be elad to, surely.

MHE, obbRBEMEIELD: Yres s xtiuston orovision with




(FTLED._NEW YORK COUNTY CLERK 0771372022 04:55 PV *® I NDEX NO. 451625/ 2020
NYSCEF DOC. NO. 758 ) RECEI VED NYSCEF: 07/13/2022

referencé t> eduzatinanal corporaticns, as ir nresentlyv appears
In the bill reads as follows:

It excludes any relirious cornoration, or any officer,
director, or truste? who holds prooerty for religious purposes
or a charitable corporation orranization and operated primarily
‘as a religiqua organizatiom, educational institutional, in-

|
corporated'ﬁnder the educatlion law, and we have added the
'fo iowing: "0Or bv special acc,-and , then the terminating
/, , .

jwords for aihecsnital.

THE ATTORNEY GENERAL: Did evervone get Mr. Greenfileld's

nroponsed amendments?

VOICE: When did vou do that last thing about the

x S
filineg fee? Does 1t include earned income? What does 1t
A
include?
THE ATTORNEY GENERAL: May we leave that for later
in.the diszussinn? Let me cuppest this -- 1I'1]1 have Mr.

-Greenfield give a general expianation to some people who would
like t35 speak foror against the biil. We will not conclude
vhis meeting'anxesé evervone has an nopGortunity to ask a
agquestion. We cestéinlv know we need the cooneration of those

that are affected, and we want tc do what's right for the cha: "tab.es
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and foundations as well as in the public interest.
r }-

" 'Dean Warren of Columbia University Law School, who

'ﬁgs;made a special study of this, and who also has participated

*F;n the hearing in Washington in regard to the proposals ad-

' ‘vanced dy the Treasury Department.
.. . R

] B
I'1l call on, at this time, Dean Warren.

|
i
i
!
I
l
[
|
i
|

é
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significantly extended the doctrine of Cy Pres. It prgﬁided
for a more ‘modern administrative system and, for the first
time, itassociated local authorities .with the supervision

#of charities in their areas. Registration is required of
all charities in England today and the supervisory powers
-of the Charity Commissioners specifically include the powers
to vest title to trust property in the Official Custocian
for sarekeeping and investment without resort to the courts,

i
to restrict transactions in which a charity may participate,

to remove any trustee or officer who was a party to misconduct

Aor.mismanagement,-%nd to appoint additional trustees whenever "
they'deem it.neceSSary ;or the proper administration of the
~chdrity._ Iq ' ]

i.ﬂt is important to keep this historical deyelopnent

in mind ro; it places the problem we are discussing in its

l
proper perspeetive. The problem is not a new one; and the

.
solutions proposed in the Attorney General's Bill are rar
from rsdicel. It-seems clear to me that unless we, in this

. eountry, devise a system for supervising charities which is
~effective, the Federal governemnt will enlarge its role in
_this area, either through the exemption provisions of the —
-'tax laws or by way of an independent agency orested specific-

ally.forﬂthis.purpose. We have witnessed, time and again,

. the movement.of Federal power into an administrative vacuum,

. left by nonexistent or inadequate state action. With respect

to tax-exempt organizations, the PFederal government has had

L)

o
’.i!’.}
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| drastic chénges in the operation of certain cﬁaritiea'which

qualify for Federal tax exemption.

States to derine the fiduciary responsibilities of charitable

16 '
no choice but tofbroaden the scope of supstantive rules contained'
in tpe Interna; Revenue Code, particularly in the area of
prohibited:transactions. The tendency to expapd Federal
Jurisdiction is made clear by the Treasury Report on Private

Foundetiong, sﬁbmitted in Pebruary, 1965, whth proposed

| In England L) organization which is che.rite.ble

for generai purposes is charitable for tax purposeq.
- l ' . -
Qqalificat%on for tax exemption is largely out of thé hands

of‘the tax'authorities. The use of tax law in" the ¥nited

trustees clearly presents a paradoxdical picture.

v

"A further extension of Federal Jurisdiction,

in my viewl would be an unfortunate development, since it is

apparent to thosé who are active in this field that the
primary interest in the proper administration of charitable
funds 1s the interest of the states in which the charities
operate. Errectgve state supervision, rather :than amendment

of the Internal ;evenhe Code, i1s clearly the more appropriate
way to deal with whatever abuses may exist. Not only are the
states directly affected by the proper employment of charitable
funds, but the greater divérsity of remedisl action available

to the states makes 1t possible for them to take action

which directly benefits charity. Where the Internal Revenue

Service can only allow or disallow a tax exemption, state

>

- .'“ e‘ 3
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Courts can order that positive steps te taken or thLat losses

be reimbursed, and they can remove or surcharée trustees who
have abused their trust. Removal of the tax exemption,only.
deprives the charity of funds for its charitable purposes

'and gengrally'has no adverse effects upon the trustees. Removal
and surchargp»effects them directly and stand .in sharp contrast
to the narrow remedies avallable under a Federal Tax statute.

Ten states have already acted to improve the administration
of charitable funds by .requiring charities to register with the
Attorney General and by giving the Attorney General broad powers
of supervision over the administration of charitable fundq.' Four
of those states have enacted a modified version of a Uniform

Act proposed by the Commissioners on Uniform State Laws.

Some concrete examples from the states which have.-registra- 1‘£
tion programs may illustrate the kind of supervision possible under S
a_étate-wiqe registration program. In New [{ampshire, a fund or
nearly $1,600,006, with only two years remaining before a testa-
mentary }imitation would have became effective, was saved from
forfeiture and used to construct a high school for a New Hampshire
town. 1In ﬁassachusetts, the Director of Public Charities was able
to pufsuade'the ﬁrustees of a $1,000,000 ?gnd-tb'request perm.ss-
ion for cy préé application qfimore than 75% of the fund's income,
The income from the $1,000,000 had previously been used to support
a-home for the aged occupied by only two aged men. The Michigan
Atgorney queral entered a case when he felt a proposed sale of
a business corporation was ég a hrice so low as to constitute
an abuse of discretion. The ultimate selling price was almost

$900,000 greater than the price the trustees had proposed.

-

e AA
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In Illinoils, communication with trustees in connection
with assets valued at approximatély $500,000, but'éroducing
no income, revealed that the assets were vacant land. The
trustees were induced to sell the land and invest the

ﬁ-proceedsiio produce a ug return, which 1s now being distributed
I . . 5 - '

for charitable purposes.

-

[ New Yogk the home of 2%? of the natioén's found-

-

ations b#ssessing 56% of the funds held by all rogndatipns,

-h{} not #een a leader in this field. But I aﬁ hopeful that i
the LegiLlature will see fit to change that situation in

- the qeas&oﬂ about to commence, and\that my appearance here

|
today ui;l help to achieve that goal.

| .
| In 1963, the New Hampshire Director of Charitable |

L ¥ v
Trusts was able td§report that "more than $100,000,000 of

i ——

charitabie runds are being supervised and enfbrced at : {:

:»the presfnt time." The California Registrar of Charitable !

- Trusts estimates that the assets held by charitable organiza-
tions registeréd in his state is approximately three and
one-half billién Follars at book value, which is probably
‘less than mark;t value. We have no comparable staﬁifzics
in New. York, but we do know that more tRan 8.2 billions of
dollars are held by foundations headquartered in this Stagse.

" In view of the 3.5 billion in California for all registered

and supervised chafities, compared with the State's foundation-

owned assets of only $380 million, it would not be unreasonable
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to_estinate‘that the aggregate of charitalle wealth in'yew York

1s far'inlexeees of gb billion dollars for the same types

of charitéble organizaitons covered by the California Act.

The Califdrnia Act and the New York Bill do not include ©
. . f““d9n°: rel%gioie'organiZations, educational institutions

and‘hospitale. In the absence of a regietration'program

no one knows Juat how much there is, how it is being emplqyed
or how it /is being administered. ) |
o ‘The B1ll drafted by the Attorney General's staft
apneare to be well directed toward curing these defects. While .

* 1 do not intend to undertake a detailed review of the Bill'

- / prbvisgonq, I would like to say a few words about the fee to be

}

' paid with tne annual reports required under the Bill, | o
' I think the idea of a graduated fee is a good' one, whether
tn:gﬁeasuning rod be groes income'or Eross assete. Nevertheless, (
tne filina fee should not be:concei#ed ae a revenue raising
device ton‘the State. Hatner, the amount collected in filirg
fees should bear a close relation to the anticipated cost of
the program. Sone guide to the coat of adminietration may be
btained by Harion Frement-Smith in her ‘recent book "FMeundations
and Government"-g The cost of the Registry alone in California
| is estimated to be 385,006 a year. This does not include
the attorneys, investigators and clerical peOple who perform
7 the sctual .work of supervison under the Junisdiction'or the
| Attorney General. As a lawyer, as a teacher and as Dean of the

Law School of Columbia University, I have adopted a number

~
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or years touorking snd writing in the rield of tax policy, and

¢ hsvs %fd oeeasion»to‘csnsider the adequacy or the sdministrstion .

vof chsriﬁable funds.

‘ supsrvision is necessary and that the Job cen be. done better

;o

‘““et‘the Stste level thsn by any agency of the. Federsl government.

";It 1s public knowledge that at times I have been
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I have become convinced'thst some |

Lons operating in this rield but the

here todsy are nmy oun personal views.
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THE ATTORNEY GENERAL "1 should lika, st this

time to have e letter read thet wss sent to - me by !re.
-Msrion R, Freemont Smith, who is the suthor of s beek which

recently ceme“eut entitied " Fouvdetions in Gevern-ent",

ond I'll ssk Mr, Greenfield to resd the letter,
t ‘MR, F&ELD: Thle letter is deted

' December 22, 1965, eddreeeed to The Honoreble Louis J.
Lerkowltz, Attorney Genersl of the Stste ef New York
Deer Mr. Lerkuwitz

o I sincerely regret thet I cennot bg_with you
tedey.b As yeu sre sware, I have been ectlvely interested
in the r}eld or cherities end governnent ror some time,
beth es en Aseletent Attorney Genersl of Hesalchusette,
eé.inlstering 8 progrsm similer to that now prepesed fer
- New Idrki and, for the peast three yesrs, ss project
directef%er ® netionsl study of supervision of cheritsbdble
~roundit1eﬁa sponsored by the Russell Sage Feundetlen.a
As » peyt of this project I hnve visited esch
of the etetes in which cheritsble organizetions sre %
:required te regieter snd te repert. perlodicelly te the
etterne; genersl, One comes swey frem such visits with
seversl distinct i{mpressions.:
In the first plece, the vast -ljerity of
cheriteble fiducieries ere performing thelr dutlee hen-

estly, efficiently, snd with full aiwerensss of ths pubdlis,

s

~
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nature of their trust, Thelr greatest need ts te be pre-
tected frcn the stignn which attsches te 81l charitable
endguvcrs when the misdeeds of & few ceme to light, I sm
convincpd that the best way te protect and foster chsri-

table abtivities 1s to guerantee that they sre st sll

"times subject te continuoua public oversight,

-, In the secend place, types ef sbuse thst have
been discevered end corrected through these state pre-

-
J

grams hsve most often been the result of ignerance er

spathy on the part of flduclaries. Obvieusly, it is im-

ﬁossiblp te take cerrective messures untll the existence

of ﬁhesk funds and the detalls of their opersiens esre

|
" kmewn, !Th;}‘is the ratlonsle for the legislation new

proposed for New York, Similsr requireuants in other
states hlve not ilmposed sn undue burden en well-run chsr-

ities;'rir the innecently mismansged ones thzy have beer

.8 blesstng, for they have enabled trustees to take ccrree-

tive action before funds were depleted or other serious
harm had Qgcu;'red.

Fiem the public's point of view the ggeatest
impect frem these pregrems has arisen es an out;;owth

of the eriginsl Ffeporting concept. The mest striking

| NDEX NO. 451625/2020
: 07/13/2022

result has been the discovery end reactivetien of derment °

L funds con@riglng many milliens ef dellsrs, The states

”

A
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ﬂ:ihlvo 0140 round that thare is much of @ positivo nature
?that eap be dene te: facllitate the achieveuant or ohari-
" “tebled objectives. To give but ene exsmple, the mere exis-
tenoe‘pf 8 central file of all foundatlona is ef ebvieus
Eeqefit te petentisl beneficisries, just ss e co-pendtun
of operating erganizatiens can broadenita hcrizons of
potentiasl deners and previde them with materiel en which
te make| infermed cheices, . -

Finelly, T think it must be emphssiged that the
type eof supervisien envisiened in the bill yeu have pre-

reared dees not censtitute regulation.- An stterney gene§%1
haa\no@powaf te dlrec;.thg dasy=te-dey affeirs ef cherity,
It 13»40t the purpese of these stetutes te.substitute his
judg.e%t fer thet of private individuals, The lew is
clear éhot any ettempts to de se will be pieventod by
‘the ceurts.

On the ether hend, all ef us have ‘entrusted
thia'publte.ortlce} with representing eur interests
ss the ultinﬁﬁe beneficiaries ef all cheritsble funds,
The-an.reeléEt poﬁer may have been sufficteqt-by {tself
at a time wh&n there were fewer charlfaylo erganizatiens
handling smesller sums ef meney. The grewth of charity,
hcweqer,.has psralleled. ths grdwth of ether phases ef
our éc;nCIy. Te cenfer a pewer te enforce, witheut the

machinery te render it meaningful; is to say in effect that

N -
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we de net

tor our own benefit'

)

care abou ,the administrati.on ot funds set sside

¢

‘ I cennet. beueve that 8 pu'b].lo

aware of thls §ltuatien weuld countenance tts contlnuatton.

Respaotfu

- .

enn ouncad

? available

the word reasolnable beceuse the figure thet the

Lo
b

111 yours, |Harion R, Fremont - Smlth. .
THE A'r'ronm GENERAL:

be;ro:res, thc] ntnutas of this hoarlng wtu 'be

st 8 ‘ve"a"y very ressenable cest.. Yeu' cen

«"». .

through Mr. Combisr er Mr, Greenfi.eld T sm .0

T

'd is e:étremsly reaaonsble, so this my save

fron mklng notes, I kndw 311 of you wi.l‘l‘

’r t;o you-erganizatien or t8 your elients

fw

\g:e» want you te keep this in nlnd, we‘u

as, rast 8s We -can and mkq them avai.l-

P s
. l . Ry N g - !

dut

¥
i

Jﬁdge Fmassel, woﬁ‘Id you lﬁke te s'ajh seme -

2

JUDGE Froesss1:

It seems to me I eught te

ks to you snd yeur assoililtes rather thsn

ecause it iIs te yeu that we leek te fer

:' Weuld yeu indicate

I think b shou'l.d hlvo '

o]
k-

J NDEX NO 451625/ 2020%:
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2 : t JUDGE FRESSEL: I represent the Bey Seceuts
' o of Aqerica a&d the Grend Ledge ef Mesens ef the State ef

-

_ New !erk. Ftrst and foremest I sheuld like te ssy thst

se far es thts bill i1s aimed et private foundatiens we weuld
net Ieet here te neke eny ebjectiens; thst, in the first
plece, 13 nene ef eur concern and we csn understand thst
;thqn ley_well ‘heve been 8 need in that regard ss the
?l federél gi%éfnnent i*2elf hes recognized,ln recent inves-
tlgeﬁiene, the Lnceme” tax exengiien.. , "
:-: _But I de speak en behalf ef these ergani-
.‘ietiee;weﬁd>tﬁei sre representative of nsqj ether ergeni-
-~ .zatiena} the’Boy Scouts %ike ths Girl Sceﬁts;:eud similer
fergenlzettené on the one hand, and the Mssens, the Bfnei J
1Br1th,‘the“angn§s-ef Columbus end ather fraternal ergan- -

izetiens en‘the sther hend. We feel that we sheuld be

% E -

entttled te the sane exemptions as the religieus erjsni-

zetiene and- educatienal institutiens er s heepitel.

YOUitlkaath Bey Scouts ss sn instence,

We were 1neerpereted, not by the lsws of this staste,

but by en aot ef Cengress in 1910, We're ebliged te N
repert te Congress, esch yesr, give them s detailed
recerd-ef 611'or sur sctivities, fiscel and etherwlse.

We have in the mevement some L& millien beysrthet we

‘take care of esch yeer end senlﬁﬁng'llke 14 millien velun-

teers whd give ef their time witheut sny cest tevthe'-eve-

>
| oL
by 7V
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mnt whatsoever. We have enly 3,900 paid executives

threugheut:- the qountry. Regien two, which ewmbraces New
Yerk and New Jersey is particulsrly interested in this
bill becsuse of,}ts effect upen them,

In sddition to the national mevement ‘
end tHe regional organization we have 8 gr;;ter New York
Cpuncll or'New Yerk City. We heve the Ind’#ldual Ceunsel -

throughoutltha state, and threoughout the netien; natienwide,

there are 520. And then we have the units threugheut the
ceuntry, sLne 140,000, any one f which might get 8 bequest
of saga kiPd, end te require the Boy Sceuts te repert
these te t%e stete government in additioen te 1ts'report

| .
te the nat;onal government, it seems to us to be upnecesh.
sery and uLfair. .
7 Se far as the fraternsl ergaenizstiens sre
_,goncerned, es I heve slresdy 1ﬁdi—cated I speak new, tedsy

fer the Mssens, but I have talked to seme ef the other

greups and[they q1dn't know the hesring wes on this merning
otherwise. '.!["n sm'e they weuld be here. ’me' set up fn the
Hssonie crganlzation ef this stete is as rollcws- we care
for 'eur ewn needy peeple, indigant peeple snd widows

-of Masens, elderly Masens and orphens-some 700 ef them,

'
If we de net taeke cere of them they weuld be s chsrge en
the state,
f
i
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In sddition te that, we teke cere ef »

grest many eutside ef the home in the way ef relief. Seme
widew, seme 01d Mason corwes te us; we make s csreful inves-
tigatien. They 'tell us what their privete preblems are,

+ They. bocclb 8 part of a report snd these reperts yeu say

will be subjoct te public lnspectlon° Whe weuld want tha
porsonal arfalra of an tndtvldual whe is needy te be sub-
mitted te the inspectien ef the werld,

In sdditien te our own homs, in caring fer

" eur ewn needy, and this is all peid fer by eur ewn mem-

bers, we allse have centributed te hespitals ef this state,

. during o p%ricq of some ten yesrs, upwerd ef ene millien
'dollqrp fo% the study ef Rheumatlc‘Fever. This meney was
densted vohuntarily by our mswmbers, In a@dltlon to'thtt,
we 're ncygpnking 8 research lsberstery in which we have
expended Jonp two or three millien dollsrs, Thase pre-
jects are tor the benefit ef menkind and thsy sre supperted
-by the voluntary centributiens of eur .wn uplbers only.

If we heve te mske sn scceunt ef sll or
these things to the State ef New Yerk you are geing to
sdd » trewmendeous burden upen us snd ysu sre golng te dis:: -
coeunt the enthusissm ef eur wmewbers in gfving‘to these '

chsritsble purpeses.

When I first received this bill, enly abeut

4

L W
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twe deys age, yeu hed a previsien in there fer the pey-
.. mnt of 8 fee, The Atterney General ann;unebd this wmern-
' ing ‘thet thet has teen ellnlnaied or rathér, medified, se
8s te cems within the limits ef semewhere between $10 end
$500. But, as sure s the night fellews the day, 1if this
bill ahnﬁld be enseted as belﬁg within the ceneept. of the
framers or the btll there “sheuld be so-a percentage eof
. the so-called gress incems paid te the state, You esn

o
find so-g future legisleture restorlng & provision of

ZL\\ this ktn? and asking us to give us s part of the chsritsble
funds that ere entrusted to us, '
In addltlon to the Grand Lodge we have. the

Sndner's%ﬂospttal, 21 ‘of them throughout the Lountry,

- reising ﬂoney in the State of New York ss elseﬁhore;
The Saotttsh Rites, .another branch of Masonry Studying -

k‘schtzoﬁhronia, s mental diseasse with which we're all

" generslly fsmiliar. These sre sll chsritable objectives
thet ere supporfod by th§ members .of th; fraternities,
and in the Boyf?@outs by the members of ;hs_Boy Scout
ibienpnt opl;u?ihp Boys, giving less then a&ppnny ] weekh
in support of this xrest movement in this eountfy, ind
it does seen to me, certeinly so far as thp Masons sre cn-
-oerged,_uhb st their home ﬁaintuin a hospitul, tesch th-ir
c¢hildren snd thus ere s psrt, in p.aonae, of » hospitsl

orgenizstion, of sn educetional institution, thst there

i~

"
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should be an exemption written into this bill for Queh 3

organizations such as the Boy and Girl Scouts of Ameriss |

" and for  the freternsl organization, eoneorning whou 't.;hera“

has nqver been the slightest suggestion of scandal, betreysl

of trust, iaste or neglect,

- THE AT’J{ORNEI GENERAL: Thank you, very mush,

Your views will receive our very csreful considerstion, ‘

Members |of our‘sthaff meiled these notices out two weeks

. _.ujo. ‘We g'ave ample time; we eslled the press, the news
.m:dia.,. we tolad .law ozfgln‘nl'zations and we did the best we
{'.eeiﬂ.d. ﬁIif it didn't resch you until i:wb- dsys ago it's

- not our fault.' - L |

‘ ]JUDGE FROSSSEL: I didn't mesn it as's

crltie"fié&. . -

-THE ATTORNEY GENERAL: I know thst, T

undorstand Hr Tuohy of the Cathouc Ghsrities has to

f

~ leave soon,. and would like to be heard

HR TUCHY : My neme iS\Jams F. Tuohy. I
8m B mn’bar o,}__: the New York State Catholic\wglfare Commit-
tee. - Tho secretary of our committee, Hr. Tobid, la in
Albseny and has ‘been unable to attend this moting md I
sm his poor substitute.

Mr. Attorney Genersl, and jour confreres.
I mrely wish to glve a somewhat informel statement concern-

ing this propossl that you sre considering now, On behalf

50
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of tl}Q New York State Cetholic Welfsre Committee we wish
to regi.stu;' our dépp concern over legtslation of this
nature, woi,w'have some serious reservations sbout its
needs. We (would bnlj ask you, before we present our
formal staif:anen{:‘ on the tmpucatio;méor this lew, thet
you rofr.air!: from submitting this ss s'pre-riled bill or
that you do not submit it to the legislature when it eon-
venes until we hsve expressed our views,

L "

- : For the moment, Mr, Attorney Generasl, I

want to confine my coments Just tmhh@aa two or three
short observattons and esk the right of the Hew York State

Cathouc Ifare Committee to submit. romk ﬂouminnt-tion
a_;
and views on- the legislstion. Thank you, 4@

.;2.:

_u

THE A"‘TORNEY GENERAL: You hay W ‘lsaur-
ance the bill will not be pre-riled and if we fﬂe the pill

in J’anuu{y, 1f u;’s re_gdy, nothtng will be done; s‘}ptii we

have another hoarb!.pg. ‘om lt .but we'll wait and glve ,yau
by 0y
“ressonsble time fof* xou.r docunan stion, e L0

Now, I don't hava a- set list here but =
I'1l1l be delighted +0 hesr. nnyogfe who wants to be heard.
We'll do it in thet order. fThis gentleman here, what is
your full neme snd orgé;"t;;i’zq,ltion?

MR. BROWN: My neme is Gordon E. Brown,
Executive Director, State Charities Ald Aspoellthn. I

| NDEX NO. 451625/2020

07/ 13/ 2022
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\ representlanumber of volunteer organization ror 1mprov1ng
_heslth anq we1fere conditions throughout New York State,
This billlhas _ ttensive implicstions and raises profound v

~ > -2

queetions'ro‘ many organizationsand 1ndlvlduals in New ";._."*~
York Stat 1nelud1ng charitable agencies such as ours.

It would Tequire registretlon snd periodic reporting ;j X e L

and ﬁhe periodic payment of fees to the Attorney General.
1ts purpose, presumsbly, is to° recilitate the Attorney

_.General's determinetion of whether cherltable corporstione;

tﬁuete, or oéher'siniler relationships sre being "properily |
e&mlnlstisfed“,d pu#pose thet is indeed brosd and somewhst

-

aiblguous.

. c’haritahxe orgenizations should be held
‘ aecountebﬁe for the&r performence, including the expend-
. 1ture ot.funde in sccordance with the wishes of {ts donors,

With some exceptions charitable corporatione .already are

required 'to regqrt to the Chsrities Registrstion Buresu

ecords sre also mede resulsrly to Federsl

tax authorifie.. We recognize, of eourse, ‘thet the v111
sovers this subgect both more brosdly and ln 8 somewhat

. dlfferent manner than the provisions herein propoeed )
This blll, Mr, Attorney Genersl, must be apprsised in the
light of whether the sdditionel requlrementa-would be

"Justified ss serving the public interest, We must snswer

- - -

53 A
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t“%hesrlng not only will gtve the“brgsnlzations and individ-

\;the proposal but will serve-:to inform them, quite preeisely,

.11c° uhether the procedures proposed sre neeessary and
:"feaslble, even a8 smended, and how this suggested regis-

jtratlon end reportlng system.would relste to ths present

'i.usls concerned an opportunity te express themselves on

-, RECEI VED NYSCEF: 07/ 13/ 2022

.. K .,
EEN, ‘ - (%
L
. .
* he,

suchuquestions ‘as whether the purpose of the bill is-

fsufflciently cleqr uhether present legsl ‘provisions
;do not adequetely protect the public end serve the pub-

i

"“Vcherity reglstrstion system in New York State.

. H’het is the reason for, the exeeptlon or ¥

& ‘N

eertstn orgenl:eticns condueting cheritsble eetlvlties

'l

'\p 1n our stete end sc forth? It is ‘hoped thst todey's

Ty

.2

4
A

Wy

g
. 'ﬁ'v‘z‘ T

S N
AN
Vet

,-ot the reasons for the blll snd 1ts complications,

Tl Because of the' implicatlions for the finsn-

-\

h ;ctng snd sdmintstration of chsritsble orgasnizations the

'blll might well be reviewed by the sdvisory couneil of

the stste,.estsblished ‘under the SociaL'Welfsre Law,

" Section 483-A, to meke recommendstions on the operation

of Article 10-A of the Social Welfare st--this is the
article covering the solicltations and collection of
funds for charitable purposes. In proposing this, we

can recognizé, as elready indicated, thet the bltl sffects

meny, end verioys orgsnizations snd {ndividusls in sddition

. to agencies such as the State Chsritles A1d Assosietion,

SR S | \ ;
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Thank you, v;ry much,

o THE ATTCRNEY GENERAL: T will tell you

what He'}l dp.' You posed some guestions, I think we'll
answer t%am right now. As I indicated in my opening staste-
ment we have the power to enforce it but no power to super-
vise, I wlll ask Mr, Greenfield to respond, which i{s the
orderly Yay of/doing things.

MR. GREENFIELD- I would like to sddress
myself to two of the pointas mede by Mr Brown, ' He refers
to the sqL}citation stetute, Article 10-A of the Soeisl

1
. Welfare Law snd he raises the questions, snd suggests
“w ﬁha% cporﬂtnatidn should be hed with refersnce to the

operation of thet sct. We intend to have such coordins- \

tion, but/ I would like to éall to his atteq&ion, end I

ah.sure'hp s swere of it, that the solicitstion sct ¢
deals oﬁl? with solicitstianrat funds ﬁ,om fhs'public

and' does not, 1n.eny substahtial sense,‘bb;er the funds

held by charities.
; w1th rérorence to his remsrk about the
ambigutties of tho bill, T am quite sure that sll of you
»are aware of thp fact thst this bill is,in substantisl
part the result of the Unlrcrm.Act which was sdopted by
the National Counclil of Commissionars on Uniform State tuwa.
‘/.~-' It is also, to s conasiderable extent, e counterpart of

" statutes in the states of Californis, Illinoils, Michigsn

60
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and Orbgon, and our informstion 1is that the operstion
of that statute 1n those states, includinq/the regulations
adopted under the ststute, have given riaé'to no signift-“
eant dirfficulty in interpretation.

. . THE ATTORNEY GENERAL: Would it help
the folks 1f we had & five minute recess? All right, you
ere the public, I'11 do what you say, | ' )
- 'MR. ISRAEL: My name ié Carlos L, Isrsel.
I am 8 New York lawyer snd I am chairmﬁn of the Assoelstion
of the Bar, City of New Y&rk Commlttee on Unirorm‘Statufe
Laws, . ‘ -

We -heve not yest, Mr, Attorney Genersl, hed’

time to study this bill in detail, in which it is the
eustom of pur committee to study such proposed leg}s-

" letion, Oér 1nterest in it srises from the basie eom-
parison and origin of the: bill in the Uniform Law, which

you montioned earlier. We are not, et tho present time,

}

bill, althéugh s'ﬁa of us on the committee who might
have eonsulted- inrormallg;are inclined to asgree with
" Desan Werran that this is &n ares in which state regulation
should properly. have aome impsot, ‘
We point out to you, but with due diffidence,
that there seems to be in the text of this bill as proposed,

‘sowme serious questions of draftsmanship. led¢'s stert out

‘61
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with 8 compsriseon tc.the Uniform Act in the definition of
. the scope of the bill, Tt sqems.to us thst i ralses the

jduest;on as tédthe extent to which nationsl orgenizetions

of one sort or snother,with hqadquafiers in New York,

snd 1individuel trustees in New York, funds, brokerage’

. ascounts dqpoélt accognts in the bank in New York sre
Intended to b; within or outside of thetjuptadlctton.of
this bill, Itfraises the question ss to the keying in

* of ths snnuel repurtlﬁith the fiscal yesrs of, let'; say,

8 itable corporation. It raises questions ss to what--

well, there is a statement here, for 1lnstance, that/the

filing of repPrts shall not relieve s trustee of the
o - obligation té file reports for perioés not covered.
Is there an implization in that that the filing of s
report reltaées him of the obligation to file & report?
If so, was 1t intenhﬁd@ ‘ |
| This 18 the kind of question which we see
coming up end we would like to have the opportunttj to
consider ;nd file with you, and discuss possible improve - .
ments. Let ma.Jhsé utfar one finsl word;of course, we
were ooncofned wltﬁ the fee ﬁrovislon. ,LA11 I cen say ls
fhat this morning i'shuddored st the proposed smendment,
not‘bocause of its substance but becsuse it br}ngs up
the bete noir Of bill draftsmanship, for which there is no

useful purpése ‘whatsoever to be served.

07/ 13/ 20
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THE ATTOINEY GENERAL: We'll taks your
‘ vtews‘info ctonsideration. ‘WO'EI be del}ghfed.to have
the views of the Bsr issoclation. You've got the bill
now, Mr.lIsraql, whenever you're free to ;ei togsther
wa'l} be glad to have ﬁou give us your views in writing
end eome |down and discuss it with the offlce, ‘Wé
don't take any’credit for an exclusive‘monopoly._fr we
D * think the pﬁfpose is gdbd, we'!ll take whatever smendments
are ressonsble, That is why we sre having this hearing.
MR, MULREHNEY: Mr, Attorney Genersl,my o

neme is Robert M. Mulrehney. I am an attorney in New

iork'CLty for nqnyzbhilanﬂnxpic institutions and found-
. 'ations, and also 8 trustes of many foundstions, I would

like to m@ke just 8 few very bPief comments to tell you
.
of my eonpern in two aress snd my strenuous objection in

-

one, | {

w . ‘; ; % o Generally snd basically I would say that

211 of ths foun
walconé this t

ations that I heve any connections with
e or“supervistgn. In ftct I heve felt
gLor years that 7 is the fesponstbllity of the Attorney
General of tho Stata end not of the Federsl governmnt

to supepvtsa theiaotivitieg of fqgndatlons and other -
ﬁhilamhropieflnstituttons,bnd I sgree uith.Dean_H-rrqﬁ
'that it is fer better fér this to come st the state

level than for us to be fsced with further federsl super-

-

6.
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vision in this erer, I therefore sndorse.wholeheartedly,
the principles of " .3 bill. " I do, however, have certsin

; ‘concerns; 'Théée é:al, perhsps, mére with mechanics than
with sﬁbstbnce, ‘10 first is in the srea of the rgﬁort-
{hg. This| bill sitould be fﬁrther cerefully considered
so'that foundet'!ons and other charitable institutions
sre not put to the burden of prepsring extensive additionsl
reports for fiscel periods other thsn those whieh are

their fegular flscal periods of operationf'Consider- -

‘ ation should be . given to the scceptance by the Attorney
General orlreports that already sre prepsréd by foundations
and charitpble institution, such es coples of 990-A ansl
coﬁles of ?repared annusl reports, so long as huch-reports
furnish to the Attorney General the basic infoérmstion which
he needs f%r effective supervision, I would urge that this,
Mr.yhttdrnby-éeneral, be in the P11l end nct left subjeet

. to the réélings.bf yourself or your successors or othels

'oécupying'jour g§sitipn.

ﬁ%w, the second sres that I would mention

"is one ehango'yoﬁ‘have mede in the proposed model law, and
this is in paragraph 16 of the bill and I em not sure why
you have done 1t. 1In this b1lll, in this ;odol form, it
ends efter the first sentence. You have ﬁd#éd a second

sentence in which you say '"the Attorney Genersl shell °

€4
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. withhold from public inspection any instrument", snd this

s éuite brosd "so filed whose contents is not exelusively

for charit;ble purﬁoses". I ﬂmink much or the purpose

of this act might be defested 1if 1t 1s lert in its present
form, However, you might wish to consider s modificstion

of it by ﬁliminating from public inspection only thet por-

tion of the document or the instrument whish does not hesve

|

e charltable'purpoge.

I Now, the lest item that I would ltke to

spesk on 13 one that I suppose--Christmes sesson or thts

|

deason of the yesr, I should be grateful for small gifts, .

but when it comes to psragraph 20 I sm still not hsppy.

.‘Thls~paraéraph to me, is not a fee for ftllng. This 13

" an.. Ancome tax on cherities, because of tho nnthod thet

.you have used in determi ing this fee, If lt is the SR

desire of ' the Attorney General in submtttlng this to ulk!
this entira progrem self-sustainlng, frunkly, I see no

Justit'ication for this.. This 13 e. duty and rospons;btltty

of the Attorney;General, as are msny things-thit you per- . -

form, and why the cherities should have to teke- ehlritlblo

'runds to peay for their own supervislon, I cen't see,

If the Attorney Geperal dpoms éhltsl
smell fee is necessery as it is in some gr.tho,otkof
stetes, I would-heve no objections to it, pui when you

get up into $500, I think you ere beyond the purpose of

[N

65 ST
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s fiifng fee snd you sre more into s ﬁr;grtn of suppqrﬁtng
the cost o carr?inp on this program, I would.thorofarof
. urgently request thet you give further considerstion to
:tNL;’poragruphrand I esgree with tho-previoua speaker from
thn Ber As*ociatton thet 1ir ft1s going to be @ -1n1-ul
of' ton snd |# maximum of ten let's nako lt thet end not

,get into 311 thoso providad however" clauses in the
" bill. ’, o
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MR, DANA: My neme is Fairfield Dane, I am one’
of the three New Ycrk Commigsioners on uniform state lawa.

This bill follows, but follows in part only,
the uniform supervisfon of trustees for charitable purposes,
which our National Conference promulgatod in 1954. To the
extent thnt tte bill follows the act, we approve of it, and
we oertainly epprove -- I am speaking now for the New Yorx« -
Commission F- we cértainly approve of the general purpose of
the Act, thL supervision of these charitable trusts, to the
extent that| the bill departs from the Act, and many of you
know it does depart radically in many places.

.We do have -some comments and criticisms, not

" just because it departs from the Act, but because of draft-

ing defects that we see. Now, may I add that just beecause it
is a unifor$ sct,we Commissioners claim no soocial expertise

in the field of charitable trusta. In fact, most of the

lawyers here today are, I am sure, more expert in this fiel&
But we do feel that we can read the English language, and I
would like to point out fOlP defects that we see in the draft-
ing of the bill. )

The first is in Seotion 7, which is on page 3
‘of the bill. Sectlon 7 is not in the Uhfiorm Act at all.

That states that whenever a will provides for a bequest for

charitable uses, due notice to probate is given to tho

Attorney General.
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| I would like togive you the example of a -
pb;foctly'ordinary family will ghioh leaveg virtually every-
thing of the man's estate to his wife and children, but

then it onds up by leaving $500 to Harvnrd collogo. Now, it
does provido in that will feér n bequest ror ohlritnblo - *7
usea, I fgalizo thaf Harvard cpllogo 3 an educational
1nat1tut1$n, which might be exempt under the earlier

section of the bill, but we are not-ftlkinglabout~narv1rd
0qlle§e as the entity which is supervised or sorutinized o

here. The entity waich this bill, under Section 7 would

scrutinizo; is this executor operating under this fnlily
will. Nbu, .quite litexnlly, he would have to give notice of
prdbate bJoause of that $500 bequest to Harvnrd College.
We seo noineod for that, I think that section -should be
clarified.- g - N

| .’ Section 8 p;:sents basically the san;
problem. It say; that whenever a trustee holdi funds which
might ultipatolxébe required to be doyotbd to charitable
uses, and when ﬁ% files an accounting he must give rotice
to_the Attorney General. I'd like to take the case of this
same family will ang transform it to an ordinary family
trust. The trust is for the 1ife of the widow, and this
humble trustee in New York works for 20 years taking care

of the widow, but bec‘ﬁae there are no ohildron the trust

£ =
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does prévido in the very end that ultimately the remainder is
dividodd let's say, half to Harvard and half to Yale. - Once
again y&P have a will, an instrument, where ultimately the

morie s ar# devoted to charitable uses, I see no reason when

that truitoe comes to account for taking care of the widew
. for thosL 30 voar- that he has to give notice to the Attornoy
Gonoral.. cortainly, Harvard and Yale, which ourlior got
notice of the probate of this will, are portoetly able to
make aur# of themselves and to make sure they get the residue,
and get #njndoquato residue. .
| We take no position on the fee, except to point

out thet. there is no set Qrovisions in the Uniform Act, and
there may ﬁoll be the question that this is some form of
ta;;£ion‘of charitable trusts, |

4 _ - Finally, our Commission points out that there
. is no language in the bill, as there is in the Uhiforl Act,
which limits tho application of the bill to truat- and
trustees who nre subject to New York Juriadiotion.' The only
definition of tho bill which ralntea to entities to New York
is the definition of charitable corporations, but as far as
the bill reads, trusts and trustees who way have virtually
no connection with New York would be subject to the ¥
jurisdiction of the Attorney General. |

Under this bill, we would recommend that the
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drnftorl oritho bill look again at the derinittﬁn of trustees, \\

uhioh in tho Uniform Act, which does relate to trqntoal of
. the State, in this cnlo, New York, which is aooking supervision.
' ' THE ATTORNEY GENERAL: Thank you very much. |
Mr. Groonriold ‘I believe wanted to make a oo-ont on one or

v

- .two of th. 1toll that.you mentioned,
' 1. MR, GREENFIELD: Mr. Dans. I would 1ike to
- ‘comment 6n.$ho last remark ‘you made, first, That is with
reference tL the difference between the Uniform Act and this
proposed b111,  I am sure you are nwnfo of thn‘tnct that the
'Unirorn Act. nppliea only to trustees, ‘Thoro has been eonlidor-
able criticisn of the Uniform Bill soclely on that ground.

With reference to your statements conserning
paragraphs % and. 8, the practice in most of. the courts of
this State is to give notice to the Attorney General, where .
there is a willlof;ered for probate_?ontaining charitable
bequests. I thinktit is somewhat lopaidod to give an
example of a smqliicharitablo beque st as an instance ofthe

. kind of situation?that might be involved. I am sure that wany
of the ‘attorneys who are present here today kmow of our |
activities in cases of this kind. I am sure that %hoy'woﬁld
beé williﬁg t0~agree>yith me that our aervicea in respect tq

bequests, to named as well as unnamed charities, have been of

some value to them.
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. < THE ATTORNEY GENERAL: This gentle-

men over here.

MR. ANDRESEN: My nsme is Helwmut

»

Andresen.| I sm the cheirmen of the Trust snd Estste

Lew Committee of the Trust Division of the New York
Stste Bankers Associstion, snd I sppear before you
. in thst cepscity. The scope of the informstion snd

reporting requiremsnts is entirely too brosd.

However, 83 s representstive of corporste fiducieries

» T shell 1imit myself to technicsl points,

To @ tfuatmnn, the propossl is de-

ficient in these respects:

No distinctfon is msde between vested

apd contingont(pfoxlmata or remote) chesritsble 1ﬁtor-

ests in the incoﬁo or principal of & truast, For exsmple,

. .
thn‘rogtnfration requirement would spply to s trust

under whlch 8 gr-ndrafhor-donor or tostator left
the 1nooma to hi wife for life, then 1n further

one-third" tru_ s for esch of his three children

for life, wlth )

of » particullr chtld or, in derlult of such issue,

to the donor-testator s 1ssue, per stirpos, or, in

defsult of such 1saue, to s designated chority.

meinder to the issue, per stirpes,

b Y

or, to take the assignments to "cher-.

ity" of the remote possibilities of reverter which

v

b e—
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were Ilf. in response to those federsl tex ceses
(lstexr Iovor-ruled" 'by ststute) which held thst »
lifetl-p tranafer wes to be included in the donor's
tsxsble ! estato even if only the octuariully remotest
chanee ?xlst;d thet the corpu; might revert to the
donor or his estste for fsilure of remsindér: here,
téo, th ropa;tlng requirement could be mede to
spply uyén if cherity's interest were spproximstely
gero., it is difficult to see by whst stasnderd of
common sense the stste should be poid‘a tribute of
1/5 of 1% of such trust's gross snnusl income, even
‘1f only for thp Yesr in which the report is reguired.
No distinction 1s mede botwoon ®

trust, whe ther by wsy of income in perpotutty or

by u-y of vestod remsinder, for chsritsble purposes

oxolusivoly lnd e trust inm which chartty perticipstes

I
only 1nw: s

frection of the 1ncomg<or the rewmsinder,
 The rep?rqtn : gqutremnnt 1s’present inTFt;hor cese,
For Sxoﬁplg, £ A estsblishes or has-éstabllahod

e $1 000 000 trust for B for life with remsinder

s) $5,000 to thg Americsn Red Cross and b) the
belance to B's {ssue, etc., the trustee of thst truat
is obligeted to file s copy of ths {nstrument under
the provisions of subdlvision 5 snd hts.étewordship

of the fund wey be examined under subdivision 9,

pogpd D
< £

| NDEX NO. 451625/2020
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No distinction is made, es we think

in concept there can snd should be mede, between o

trust whose income snd/or principsl is distributeble

to cherities selected st the frustees! dlsoaﬁtion

end » trust mnlntaiafd for the benefit of apesificelly

nlnndlohnritlos. Both must register; both uny'bo

cfiloﬁ upon to rondér periodic reports: even though

® |

the nemed beneficisry mesy be sstisfied with the wmen-

sgement of the fund snd mey itself not be sceount-

sble {dr_lté affairs under subdivision 3.
e )

i No distinetion is made, as we think

thoreimust be msde, between sn irrevocable trust

-

¢ and: ono which is revocable but provides for e

t
"y
Vg

* e ehnriénble 1nterest (often for the uholejthoroor)

on thq desth of the donor, .It would be ironie indeed

. 1 @ éonordus‘donor like thet would be required to

rovocable trusts from its application._

eontribute, . ﬁuring his or her lifetime 1/5 of 1%
of the trust incoma. The lsw should exélude eoll

Where sny instrument grents rlghts

to » nemed cheritsble inatitution we see no reasson

for citing the Attorney Genersl in e construction

proceeding (subd.6) on the probste of » will (subd.7)

or .on sccounting (subd.8), unless the interest is

vested snd then only if the issue before the court

i
d i

07/ 13/ 2022
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is of o nqtufe such which could lesd to s defesssnce
of such interest. Under the proposesl vir%unlly evefy
proceeding involving e femily trust would hsve the

Attorney.Genéral es 8 party.

. The "periodic written reports"(subd,9)
to be fﬁ@ed in sccordence with "rules end fogulotiona"
(subad, lb) to be proiulgnted by the Attorney Genersl
sre concepts whiéh leck derinitivq?ess snd present

sn instsnce of Inw-m;king by sdministrstive fist,

From the point of view of a corporste trustee, to

which the finsnciel cere of these funds is s source

of inconﬁ, the requirement "thst periodic reports

shell nd unressonsbly sdd to the expense. of the
odninistLation of ch;ritable trusts- - " (subd,10)
otfers,L%ttle comfort; these reports msy extend
to virtuklly #11 trusts administered by New York
corporaﬁg trustees without permitting them vweim-
bursements fron the trusts for the expenses T
incurred. For the same resson we submit that the
powers of investigution spelled;ou; in subd., 13
¢.e too broed,

It is an exror in concept, we submit,
thet the register of instruments and coples of
reports be msde open to the public-this will invite

unscrupulous persons and cranks to busy themselves

| NDEX NO. 451625/2020
: 07/13/2022
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with the sffsirs of these funds to the gein of no
~ The report filing fee should not
be ?osod on undefined gross income o; s flat rate
ond!i meximum fee should be sdopted in sny event,
| Our genersl comments snd recommen-

dothons would b§ s follows:

. fAccording, to current legsl practices
slmost no femily trust, whether estsblished by

°  will ‘or sgreement, is without sn ultimste but highly

contingent cha:}ﬁibIeAremntnder. Under the ‘pro-
poJ;d lew, vlrtually every such instrument, of
thch thore must be hundreds of thousands, would
hnve to be filed snd would hsve to be analyzed by
the steff of the Attorney Genersl, We feoil to
see whntvsuch requi?emant contributes to the super-

vision snd enforcement of gifts, grsnts, devises:

-or bequosts for cherities,

1é

i We would suggest, insteod the following:
A) AQ to outright bequests snd devibes to cherity,
here, the Stete of New York hes slresdy 811 the infor-
mliion it needs: wills sre s mstter of record, es

sre New York estate tsx returns. There is no further

need for informetion, particulirly if these bequests

sre to nemed beneficiesries.

[

)
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M*B) As to bequosts in trust, of posslble
concern could be only suth trusts 1n which cherfties
~ have jsan indefeassibly vested interest in either the

income or the principsl. ' T .

C) As to gifts id -trust, the test in(B)

N Y T L R o TIPS
N

woul? eppPly here too.

- eemoe. A

' jD) We .sdvance this general test for .

w—

J

testknpqtuéy.abd inter vivos trusts with churltobl?

e ke e Bt

lnporests:g if the 1nstrum?nt érestes s chsritsble
~1nto}es£ such thst et the time of transfer presently
.reccgniznble estate and Jor gift tax deductlona are
involved then a) the instrument should be filed,but -
% ; o b) period;c reports should only be due when the
‘ chprttlbieéreciplenté are not_spedtfigully-nlmod,

and c) the ‘f1ling fee@d fould be messured exclusively

by the chlrltuble { i st and should be charged
| e
T e _ exclusively to the chsritadle 1ntorest
' : Unless the limlted objectlve spelled

bove is sdopted, we anticipate that New

nts may establish such inter-vivos trust#ﬁ
,1n.othér’%urisdictlons with o quseqﬁent loss of
-busineas éo New York corporeste fiducisries,

We slso urge thst the law lesve no
doubt but thet the. term “charitaﬁle cofporntlon?

as defined in the second psragraph of gubdivisiap 2, &

~5 :
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will not exsct the-flling snd reporting requiremsnt

from those'non-hew York chsritable corporations Wwhich

receive custodisl, investment mansgement and other

sentlces with respect to thelr portfolio from New

York corporste flduclsries. Any contrery result

would..be disssatrous to the business of such fidu-

- cisriés snd would not sdvence the objective of the

f.‘ . -a lsw one bit,
R '

. 4 Further, the law should be very ¢lesr

" on the.polnt that no filiéi’or reporting requirement

sttsches with respect to property held in s fidu--

clery cspscity by a New York corporste fiduclery

in behslf of non-New York donors or teststors, irres-

pectlve‘of whether the cheritable Interests granted

+ * under the instrument. sre in fsvor of New York or

non-New York cherities. The supervlsion‘of such

Q:) forelgn trusts (estates, etec, ) fust be left to the

courts and other supervising suthorlties of thet.

jurisdlctioé to which the trustee ‘is responsiblei

for his.stewerdship of the funds entrusted to his

care, Anything less then » specific exclusion like

thst1wou1d dfive fiducisry business of non-residents '

out of the Stste of Neaw‘&orkq./f"\K

Reslizing thet TrustLCompsnies end

Benks with trust powers sre annuslly exemined by

' pog 4y
P J
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Sﬁlte'Banklng Authorities snd, st Federal level, by
either“Federul Reserve Bsnk Exsminers, those of the
Comptroller of the Currency or those of the Federal
Deposit Insurance Corporstion, a number of ststes
sgve‘oxqiuded trusts in which » b?ﬁk is tﬁe sole

trustee or one of s number of trustees~from_the

‘reporting reduirement. It is suggested thst New

York give considerstion to thst approsch.

THE ATTORNEY GENERAL: Do you approve
of the genaril purpose of the bill?
—4 MR, ANDRESEN: Yes,

THE ATTORNEY GENERAL: -You welcome
supervision, do you not?

MR. ANDRESEN: Yes.

- THE ATTORNEY GENERAL: Your suggestions

will re&?lve considerstion, Mr. Greenfleld, who

is the ﬁ?lncipol

<y
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architect of the bill, is a little disturbed at some of the
examples you gave. He feels that none of thg§ are gyplicable
‘'under the provisions. ‘
'MR. GREENFIELLU: Mr. Andresen, I am at.a loss
to understénd some of your objections, for this reason alone:
The Bill provides, as I understand it, that the filing ahd
Aregistrqﬁiqn provisions are applicable once thé& charity
. interest hés vested 1in possessiod.
AMR. O'FARRELL: Attorney General Lefkowitz,
my name 1s}Robert F. O'Farrell. I am an attorney ;n Queens
County. Iiam the State Advocate ,of the Knights of Columbus,
and I would rise to second the position taken by Judge Froggse1
I suggest to you that what Pope John did for ecumenism you are
doing for the United Fraternal Societies of this State.
_@MayuI suggest to you the thing that concerns us
. ‘ " in the Knights of Columbus, and I am sure the Knights of
"Pythias and all of the ﬁasons and the ?ther fraternal socleties
is this: Our anéhtscf Columbus 1is divided into 450 councils
in this state, asiI am sure all the other;organizations are.
As i read the strict interpretation of this proposed b;ll, each
of'these{particular-councils, insofar as funds comiﬁg intqj
their hands, will be r=2quired to file and show what disposition
has been made with the funds. I.think this imposes an undue
hardship on each of these’councils. You have excluded dues

under Rule 20 -- Under Section 20. Therefore, I expect that

;

/ - y .
M (.
e
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you do 1ntgﬁé to-exclude fraternal societies, and all inoome
that comes 1+to our hlnd?, only a gmall fraction of the.
income wﬁ}chﬂcomas into the hands of the individusl council
goes fc-gogoral funds; the rest of it goes for charitable
purposes. Now, this would, as;I say to you, impose an undue
hardahip, not onl& to the individual councils, but on the

- Grand Knights; the Grand Masters and officers who are in
charge of the se* counci lsu.

For this reason, sir, I earnoatly auggoat to

~you that you conaider again the thought of eliminating

fraternal societies and the independent lodges and counclls
I

of each of the fraternal societies from the opepation of this
! ’

bill.
Thank you.

, THE ATTORNEY GENERAL: I want you to know,

Mr. O'Farrell, that six years ago I did unite the fraternal

groups,., We have a committee on human relations; the Knights ‘
- . < '

of Columbus are very active,

MR.O'FARRELL: We thank you for that. We

heard from you on humanhrelationa; but we didnf't hear from

iou.pn the bill, _
THE ATTORNEY GENERAL: This I left to my staff,
I had hopedlthat everybody would be reached, but you did get

word, and we certainly welcome your criticism and your suggestions., !

»
»

| 80
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‘MR. O'FARRELL: Thank you.

MR. CARLSON: My namé is Bernard CarlsoA, Jr.,
I am here at the request of the .Chairman of the New York
County Lawyers Cbmmittee on the Surrogate's Court.
We had a meeting on this bill. We had a very
limited time to study it. However, after ou% meeting yesterday,
T am authorized té come hers and state as follows: That so far
as the effectiveness of testa@entary trusts, truatee;, proceedings
in the Surrogate's Court, our committee is opposed to this
'biil. Our main recsons for this are, that we believe the bill

would adbstnﬁtially increase the Attorney General's powera,

"~ ' Now, indeed, we believe the bill goes beyond the Uniform Act

or any of the other State Acts. Now, we don't bédlieve that
there has been any need shown as yet for the increase of thg
Attorney General's powers, as it affects what-concerns us,
testamentary trustees, trusts proceedings in the Surrogate's
Court., Now, the provisions of the bill that make the’
Attorney General a party to every probate proceeding or any

" other proceeding where charitable interest is involved, we
believe is entirely too broad. We ara against the filing
-feej however, thaf ha s been'dealﬁ with to a degree.’ We think
the subpoena powers are entirely too broad; we think there
should not be a criminal penalty attached to 1;'that perhaps

the remedy of contempt is sufficient. We do think that the

et
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reporting requirements sre unressonsbly onerous,

unless by regulstion they were to be cut beck,

i i
Now, we do think es » mstter of form

there ire-defgcts in the bill. This is no time tg
go Into those, Our committee, with proper time,
will be véry happy to examine it in detail and to °
provide tﬁis office with our comments.

1

; I went to emphesize theat our committee

is not_opﬁosed to ressoneble legislation that would
. provide tﬁe Attorney Generel with informetien concern-
ing the aétivities of the funds end what not of thse
charltablé entities. But we believe that tﬁls caﬁ be

»

. 1
adequately coévered by o provision whereby the Federal,
|
|

Form 990-A or other forms or reports that sre now .

\ :
required sre submitted. We don't think there should be

. | ,
# fee initially on such filing, but if efter the study of
the infoletion thet these reports will give to the
Attorney General he finds thst the reporting is insuf- e

ficient or he fgnds that his presently possessed powers

under Section 1220f the lsw are insufficient, that then
he should come forward end get implementing 1egislation.

' THE ATTORNEY GENERAL: You raised a question
of reporting and the Federal form. Mr. Greenfield would
like to comment.,

MR. GREENFIEID: I simply would like
to say this,'ﬁr. Carlson: From the experience of the
other ststes that we've been in contact with,

with reference to the .
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oﬁeratﬂon of their'atatutos, that they have ﬁsed the 990-A

as a béais for this report, but they have found that the
1nform4tion cont&ined }n the 990-A is not sufficient for
their purposea. You are'thoroughly aware, I dm sure;, that
there are additionul reports which are filed by charitable
corporJtions dealing with unrelated business activities, asuch
as the 990-T, ghich co?tains additional information that ia
of considerable 1nﬁereat to us., I don't think there is any

purpose in going into the recommendations of the Treasury ch

Departﬁent, but I should say. this very briefly: That we would

consider using the 990-A as a ba;is for a report.

MR. CARLSON: When I refer to the 990-A, I
also meant to make it clear that I also referred to other

reportg thaet are currently required; reports that are now

requirJd to the Social Welfare Department. There 1s 1041-A.

‘What I am really saying, that whatever reports are now required,

it could -without edditional burden, copies could be sént to you
and perhupa on the bnsia of all of that you would have
sufficient 1nrormation.
Thank you.
THE ATTORNEY GENERAL: Thank you, Mr.. Carlson.
MR, GORDON: My name is Reuben R, Gordon. I
am a member of the Committee of Associated Teachers against

Corruption. I am slso a member of the New York City Teacher

o

9.
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I would like to address myself to paragraph
16, which has_been touched on by 2 previous speaker. My
commippeeipureuee on the assumption -- which 1ias beet put in
the statement, "Where therehie no light the people perish.,"
I, therefére, am strongly in favor of the fullest disclosure of
all documents, all instruments, all reports; fhat they be made
available /to the public. Now, the public has been generally
cherged with.epethy; However, one of the difficulties is that

they do not have access to -the documents which might permit

them to bel roused from their apathy. If I might give you a case
in poiﬁt, %he.preeentment right of Grand. Jurors ﬁee taken from
‘the peopletSome ifree or four years ago by an administrative
decision o? a ] ge; .It was restored by the Legislature, I
believe, ukder the MacMitchell Bill. And recently'the first
presentment hended down in Queens County by a Grand Jury
inveetigat;on of the Cathlop Case, which I believe you are
| femilier with; that the presentment at the discretion of the
Jjudge who was presiding over this proceeding, suppressed a
- gcertain portion of that presentment on the grounds that it
was -- to put it very bluntly -- "None of your business",
This clause in Article 16 which says, "Tﬂe‘
Attorney General ehg;;ﬂwithhold from public inspection any

instrument so filed whose contents is not exclusively for

3N
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charifab14 pufpoaga.“ I believe that most of the gentlémen

here grehéembers of the Bar and the judiciary,.

| Now, I, as a'layman, have great admirition for
the ability of the members of the Bar to so word any
instrument so that it will not be exglgaively for cha;itnble

. purposes, hnd thué, throw upon the Attorney General the burden

of exercising his discretion ag to whether it should be barred.
" Now, in the interest of holding down to a

minimum thf Article 78 proceedings which will be brought aga;nst
éhe Attorn&y General, my members of my organization -- the first
tipe he tr%es to withhold from puBlic 1n§pection any instrument
on tho gfo?nds thaF it is not exci&sively—f?r cﬁaritable
pﬁrpoaes fL Mnf I respectfully request that you strlke
completely from this paregraph that ianguage whicﬁ reads, "The
Attorney G%neral shall withhold from public inspection any
'inatrumentéso filed whose contents is not exclusively for
charitdblegpurpoées."
_ THE ATTORNEY GENERAL: That is the last sentence,
'4#/ Mﬁ. GORDON: Thank you.
- THE ATTORNEY GENERAL: This gentleman, I believe,
MR. BLODGETT: .Mr. Attorney General, I am
William Blodgett, representing the Greater New York Fﬁnd.
. : 2 We Qre very much in favor of the general

purboses‘bf tﬁis proposed iegislation. But we are very urthappy

T TN genrendi
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nbop@ Section 20. And we don't think the admendment does too

much to help thnﬁ'situntion. " We mgde 2 quick run on our data

proceaaing equipment-hnd found that this might cost the agencies
of the fuﬁda under the previous schedﬁle_aome'oﬂe half million
dollars. |Just as a guesstimate, we ﬁaveA300 agencies, uhder '

" the definition given here today that would be paying the full ;
$500. And the reason for thet is the definition of the kirnds
of: things which you are excluding.‘ You have excluded dues to
a fraternal orginiigtion,,buﬁ if the Girl Sbouks, for instance,
rebéived $10 for s camp fee, that would be subject to this i
graduated [scale, We would 1like to eirnestly suggesat. that you

set a filing fee, and let's cut out all this language about

who's eligible to --

b sl b onds v

; THE ATTORNEY GENERAL: One for all.

MR. BLODGETT: A filing fee for all.

[ g SR

THE ATTGRNEY GENERAL: Applicable to sverybody.

MR. BLODGETT: That's correct. Ve : ;

1;E ATTORNEY GENERAL: Do you have any suggestion
as to how much? % |

‘MR. BLODGETT: $10.
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. MR, LEVY: My name is Sanford P. Levy and I am a
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truatee of\ the Federation of Jewish Philanthropiea of New York
’ﬂ don't want to repeat the statements that have already been
made with which ue agree relating to the tax,. particularly
uhich is referred to as a filing fee but seems‘to us to be
a.tax. Wéﬂdo not'approve.of the fee even in the maximum and
minimum arﬁangements suggested;“

. ..# note that the Social Welfare Law imposes a fee
for someuh%t similar reports in the amount--I think it's
'five‘dolla;s fdr filing of a report, and I should think that
a fee in tJat neighborhood of ten dollars would be’ adequate.

'_Also, and iP this respect, I am authorized to say that I
speak in behalf o; the Jewvish Guild for the Blind.

Coming]back to the other parts of’ the ‘b1l and in this
connection,er. Attorney General, ‘we will take advantage of
your offer and submit a position ‘paper later on,

I shou}d like to ask a few questions. One, would it
not be possible te exempt from the burZen of dupli;ation,"
duplicate filing, those charitable organizations which *
already do file under the Social Welfare Law, :‘Article 10.

It may‘be that.many of the organizations you w;sh to reacu
‘do not file under that article but there are many that do
file under tunat article and if they are to file under a new

article, then, would it not be proper to repeal those sections

(3

-

£
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’
under the uocial Welfare Law calling for practically the

' same repqrts.ﬂ

Secondly, would it be proéer to amend the law thnt
is ppopo&ed so as to exempt organizations whioh are mere
conduitg ﬁor the assignment of funds to other organizations,
such as FLderation, wpich collects something like twenty
million d.'lol'l ars in a year for its maintenance and last year
another twenty million dollars for its building fund cam-
paign, and deem it sufficient if the amendment shouhipass
at all th%t it apply only to the ultimate recipient which
ope;atestﬁo.charitable purposes that are referred to in
the act? : : ;

Fede#ation, for eiampio, itself does not conduct these
charitable activities but is organized, I think, as a charitable
organization under New York law. _ _

I think that a mere conduit which doegfnot conduct the
charitable work might well be excluded from kh@ application
of the .act. . j"

Then theref}re two things that might be minor. Perhaps
I'm not suffici;;tly informéﬁ when I ask the question, put
fnsofar“ES'the act would relate to an accounting by trugtdhs,
many of the accountings--and this is encourag red by the
Surrogate s Court--are non-Judicial accountings, what arrange-

ment is there for the protection of trustees? When is there

a time to protest or object? When does it expire? When will

iu =
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the trusths be free from possible further investigation?

And one o?her thing I would like to suggest is if there--

there should be a provision as there is in Section 10 for

the suspension of the obligation to report. Why need that

cast upon

'tion each

the agencies the burden of filing their applica-
time =a designdﬁed period expirés’ Why not have

the suspeﬂ31on indefinite until revoked for some cause’

THE ATTORNEY GENERAL: 'Thank you, Mr. uevy. I

appreciate it very much. Do you also want to submit a

document later on?

[ -

w
"

A

MR. LEVY: Yes.

" THE ATTORNEY GENERAL: We will be glad to

‘receive 1t. Could we have answers now?

'self to t%e

' and that is the part that deals with what you consider to be,

MR GREENFIELD: I-would like to address my-

.and with dome justification, duplicate filing proviaions.

I thinktyoq:are quite.right that there shouldn't be a

. are_aware of the fact that the forms for filing which comply

requirement rorg%uplicate filings. HowAVQr, I am sure you

and which were adopted under Article 10-A by no means reveal

the information that would be necessary for our purpdses.

certainly

Will consider using the forms to the extent ‘that

they're possible'br,conﬁider in the adoption of rules or

S

-

Y

. aspect of tho remarks made by you, Mr. Lovy,
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regulations the 1lifting of any dupiicating burdens.
MR.OSALES: Mr. Attorney General and gentlemen.

My name is Henry H. Sales. I am the assistan£ secretary
of the Corniné Glass Works Foundation. I would like to
speak on behalf of what ;e cail company foundations.

I think that we have to conslider here that there is
in any administrative repof%ing-a deterrent on philanthrophy .
itself. Now, we have a cholce in most corporate foundations
of doing a lot of things either through the foundation or
directly by the corporation. Now, I am sure that we here
1n\?his rooﬁ all recognize that the foundatién serves a
useful §ervice, It can keep things at a level rate through-
out the years so that the corporation can continue its
charitable purposes at a somewhat stable rate even though
the income may come up or down; but anythiﬁg which tends
to deter the use of the Toundation seemﬁ to me deters -
philanﬁhrophy itself. 1 thipk we have to think of this.

Secondly, 1 think that it's Eeen well stated by_the
Banker's Aséociation, I don't think we want to drive the
‘headquarters of these foundations frcw the State of New
York to sdme haven. 1 think this is possible under the
preaent regulations and propusals.

Thank -you.

TILE ATTORNEY GENERAL: Thank you, Mr. Sales.
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o MR. JREEL: My name is Daniel S, Creel and I am

_éj director of the Rockefeller Brothers. Fund.

Mr. Attorney General, thank you for the opportgnity to
comment on %hb bili before us today. The subject matter of
this bill is of great concern to all charitable foundations
organized uhder the laws of the State of New York and those
which do bu%inesé or hold property in Néw York. The bill is

%nt nationally. Over the country there is a

also import
quickening hnterest in the field covered by this bill.
Because of &he pps;tion of New York as a home of so many
of the leading foundations in the nation, both the Fe%gﬁal
Government and the government of other states will bg/wétch-
ing to see what New York does. 1t 1is vitally important that
ﬁ;w York.discharge its responsibilities wisely and effectively.
We would like *to esndorse thiy bili !n principle without attempting
to pass on possible teclf-ical refinements or changes in legal
draftsmanship in providing a basls for more effective super-
vision of charigééle foundaticny at.the state level.

The ﬂill:is in accordance with suggestions made by the
Roékefaller Brotkers J"und in a statement which it recently
filed in rebponse.to a House Ways and Means Committee quuest.
for co%mentsvon the Treaéury Department's report on private

foundations., ‘Tha Treasury Department, Iin it. report,

recommanded broad, new legialation under the Federal Tax

[
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Laws setting standards for foundations, trustees .and related
persons i% such 'areas as investment, accumulation of income,
_ self-deaﬁing and the composition of boards and trustoes.-
These maftars'would al% appear to be within ﬁraditional
afaas.of state responsibilities and in the fund's statement
it is suggestsd that many of the alleged abuses by private
. . : —

foundations of concern to the Treasury can be dealt with ) '

more effectively at the state level. The states-are closest

to the charitable foundationsin its jurisdiction and they
' |
are in a position to adopt legislation tailored to local

needs. Ih terms of enforcement, the states have available

a variety of remedies including injunction, accounting re-
moval and éﬁrcharées which are not available to the Federai
taxing 'authorities. Yét, effective supervision qf'charitable
foundations depends upon ﬁdequate informatien beingﬁﬁade
available to the Kttorney-&eneral and provisions qu‘suffi-
clent staff to make effective use of this information. In

<
my view, the bill under discussion today constitutes a

‘desirable step in this direction. x
As to the specified annual filing fee, I am glad to

hear the office of the Attorney General agrees that it is

L
-

unnecessarily high, Assuming that the added costs of carry-
ing cut the provisions of the bill are to be met by filing

fee ragper than from the general revenues of the state, it
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would s§em that the proper amount couid best-be determined
after a budget for enforcement has beeﬁ considered. The
fee ~hould certainly be.adoquhte to finance the staff
necessany for effective implementation of the bill. At
the samq time, it should be borne in mind that the pur-
poses of the bill 4s to achieve a more effective applica-

tion ofjcharitable funds for charitable purposes, and this -
impliesia minimum drain on foundation a§se;s thrpugh annual
reportinL fees.
B Altbough 7 believe you have a copy of the statement
which the Rockefeller Brctherg Fund submitted to the
House Ways and Means Committee, I have a few-more coples
available should you desire.
THE ATTORNEY GENERAL. Thank ycu. Any
other folks who would iike t:. be heard before
we conclude the meetiné? |
MR. SAMPSON: My name is Charles Sampson. I
am associate executive director of the United Community Funds
and Councils of America. For the sake of the reportérs,
council 1s spélled c-o-u-n-c-i-1. T am not a lawyer and
- that fact will be very evident as 1 go along..
'1 shouid zay tha' our organization is the National
'Aésociation of Cuommunity hests and United Funds. We héve

.over fifteen hundred members who raised this current year
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$610,000,000. There are 125 of these in New York State
including the Gregter New York Fund which in the aggré:
ggte raised about $45,000,000. And if the filing fee
proposal that was in the bill 'as we saw it before the
meeting started was to'be'enacted, these phes£s ana

funds in New York State would spend $90,00" on f;ling.
fees and the.agencies associated with them mofe‘ﬁhan:

that in addltlon every year. Quite a burden on tﬁem‘.
asida Trom the admlnistratlve p”oblems of filing the |

reports.'

p . P
1

I donﬁt;wang to takaithe time to cathloé all the
wayS‘in'which ogr'Oﬂgan;zhtion has given effective and
'coﬁs?ientiousQléadership to effor£s to develop responsibie
manegement and public accountability for charitaﬁae;organiza;
tions over the-fifﬁy years of its lifetime. I had intended
to say something in detail about that simply to emphasize

’ (that our organization is in no way opposed to efforts to
control or supervise the activities of charitable organiza-
tiéns. We have been working awfully hard at various pro-
cedures and ﬁethods of achieving that very objective, so
we want to associate ourselves witﬁ that objective.

I must say that 1 am chagrined at apparently not enough

research into the field, and Lhe problem we're engaged in,

: prior to these hearings, to have lsd somebody to discovering
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tﬁat waleiisted. We have been here for fifty years working
in £hiszfield‘in~midtown Manhattan and we only found out 1n;
directly about this hearing, and I must say that.I have been
described as one of those grimly consci;nkibus foaders of the
New Yor% Times and I didn't find it in.there efther,

| THE ATTORNEY GENERAL: We gave two releases out to
the new% media. The fact that they didn't carry it is not our
fa&i . ii have them both here, one dated two weeks ago. We
did.all %e could. My staff did all they could to make it
known.. Me finally got the Law Journal to publish it yester-
day. WQEdid the best we could.

! MR. SAMPSON: I made the point not to ;hérgo you
particulhrly, but to explain why ™ don't have a better pre-
pared sthtement:

| THE- ATTORNEY GENERAL: We will give you an oppor- -
tunity for it.

MR. SAMPSON: Now, it has been suggested, and I
would like to associate myself with the suggestion that
Mr. [evy made, that those,organizations that do file wrrfler
the Charity Reéistratiqn Act of New York State not be ;:-
quired to duplicate the filing problems by filing a second;
time Hitﬁ the Atgorney General. | have heard the comment

that the forms and the procedure and the material which is

filed is inadequate for this purpose, but I would like to

_?"e



[FTLED._NEW YORK COUNTY CLERK 0771372022 04:55 PM | NDEX NO. 451625/ 2020

NYSCEF DOC. NO. 758 RECEI VED NYSCEF: 07/13/°2022
-69-

reﬁlnd you that thp administrators of the Charities Registra-
tion Act are now giving serioué consideration to adopting the
standards of uniform accounting and financial reporting which
has been developed recently for national and local Health and
Welfare and other organizations, and if they do adopt thess
you will ﬁave more information than you can get by any kind
of form tnat'I think you can devise yourself. So there will
be very aiequate reporting if the modifications which are now
~in procesg are developed. ‘

_Nou,EI think tgis is‘not going to win me any Brownie
points with the college people or with the churches or with
some other organizations, but I think it's only proper to
point out that there is a weakness in this pqpposal As there
is ﬁ we%yness in.the Charities Registration Act in the exemp-

" tions and the exclusions which it provides. Professor Warren
gave some testimony this morning which suggested that .not even
the trustees of all the hospitals or the colleges of the country

*

perform their dutied in the most exemplary manner. The fact
. \

!
opinion, carries an odious implicaticn that the other organiza-

that the colleges and other groups would be excluded, in my .

.tions require some kind of p@licing.cﬁTnatythése organizations
do not. And I think it's fair to say that most of the problems
and most of the weaknesses and most of the ineffectiveress that

)

does exist 'in the current Charities Registration Act is there
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because of the exemptions and the exclusions because most of | .
.tho questionable activity is carried on u&her the guise of
organizaticns which meet the exclusion requirement or ex-
clusion definitica.
. I would like to suggest that rather than add a sentence
or a phrase;or whatever it is to modify this filing fee part,
Section 20 of the proposed bill, that you scrap that original
wording alt#gethe? and substitute some other wording for it
because who%knows, if that creeps into.the law and even if
it isn't imPIemented by regulations, some day somebody will
decidé that it's there and it's to be implemented, and we
will have the‘intolerable situation which I think has caused
tﬂekconcernj£hat has beén expressed by several people here.
I:;oula like to associate myself with Mr. Blodgett's
suggestion that if you do continue to use the suggested
modified dording'or if you substitute that wording for the
" original wording, thal you take account not Just of dues
but of eﬁrned income from fees, chargés, service payments,
et cetera, of org%?izations which for the most part obtain
substantially moré than half of their total income from suéh
gources rather than contributicns because this would havgq%
bearing on the amhunt of the [ee thsy would haQe to pay. e
1 beliéve & flat fee is tne approach to this, whether

it's five or ten dollars or sume nominal amount, it doesn't
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maka-any’diff;rence.. The point is that if ﬁhis‘is a proper
function and ?eSponsibility of the Attorney General and thes
State goyérnm;nt, 1t ought to be finanaed by the State govern-
ment and not éy fhe-organizations that are conforming and com-
plyinngith tge filing and other requirements of the law.
Thank you.

THE ATTORNEY GENERAL: Thank you.very much.

Anyone else, please?
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MR. BROWN: My name is Jerome Brown.- | am

Administrator of the Educational Support Proqrams of the
General Electric Foundation and I am here as an opserver*
for the Foundation and what I say is a personal opinion

and not that of the trustees of the Foundation who have
- F

had no opﬁoktunity to meet and consider this proposed.

|

1egis]at1oh. I would, however, feel remiss if'I did not

speak to the effect that the requirement of annual re-

porting is pnot, in my.opinion;'a present or potential
‘deterrent qo continued support of education and sucnh
other qualﬁfied charitable receiving agencies as the General
Electric Foundation and many other corporate foundafions
it is now ;upportinq. 1 disagree with some of the pro-
(1sions of this proposed bill but I would not personally
want §2e>thouqht that this 1s qoing tn stop us from doing
anything that we do now with full disclosure. |
THE ATTORNEt GENERAL : Thank you very much. Did'you
want to submit sﬁmeth1nq to us? ~ :
MR. BRONN: I will repart to the trustees and'we may -

wish to do so.

MR  MCGARY: My name 1s James McGary. | am with the

.law firm of Dilion and 0'Brien and we represent .a number of
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charitabie foundations. I wish to make one point which I think
has not been touched on here and that is that many private
charitable donors wish to maintain anonomity. That pro-
tection i1s given under 930A because the sqgtion which is given
to the public does not contain the names of those donors.

. These donors, in some instanceés, wish that anonomity for
personal reasons and for personal pecuiiqrities but in other
cases they donft wish to become part of the so-called sucker
lists. In some instances I think this would result in a

.1essening of the contributions of these people. I wish that
consideration be given to protecting these rights'of private
donors.

: THE ATTORNEY GENERAL: Thank you.
MR. CATALANO: Mr. Attorney General, my name is

" Richard Catalano, Speciai Assistant to the Secretary of the
Ford Foundation. 1 don't have a prepﬁred‘étatement but T
weuld like to make a few brief comments and these are that the
officers and the trustees of the Ford Foundat:-n have reviewed
with interest and great care the draft of the , - «ied bill
to amend the Persoral Property Law of New York by, establish-
ing certain registretions and reporting procedufbs for |
charitable trusts and corporaticns. We endorse the proposed
bi’l in. principle. The Foundat icn reéogﬁizes the public
accountability of any coerporaticn or trust which is organized
and operated {or charitabie or public purposes and believes

. 8-

A
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the State of Neﬁ York has a .sgitima*e _.nterest in supervising
and enforcing the responsibility f =raritable organizations
~yhioh are organized and operated in New Vark States. 1In this
regard may I state that as the F-runda'i n stated in its

recent submission to the House ways and Means Committee

in connection with proposed trecsury legislation, we

belleve tax exemption is a public trust obligation and they
should manage their affairs solely in tus puhliic interest.

May I also add that we are glad : n.te “ne prnposed amend-
ment by Mr. Greenfield and we «... '9u°.advantagﬁ of your

offer, sir.

MISS WATERS: My na-e 4 ..nL Natans we represent
the New York Public [.it:ra: A *-.e obrents Afd Oociety.
These are organizati r Y at woa va e gt rity o0 thelr fundg

from the City and Sta*s . ve e 0 giol we suZlest LAt we

do have to repbrt ' "ot oynd T gcyect that consideration B
be given to exemptir, .. .. ‘A" .za° . who tave a.ready
"' "have reporting duties ' :e .t omnd ‘are from the pro-
visions of this bili. @wWe w-.. i . .ea ' sabm:* a report Lo v
' >youl1ater;
‘ - MR. MILLS5: My name . ,aw enea w Milis, mad atlorney

ggsociated with the f:irm 1 wy.e, Mi.!s, and Marker. in rur
practice we are concerned . a :‘r'eal extent with tna aperat ion

L. & . - . . .
and the administration v{ savera! charitabie corpurations and

@
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also to a great extent with the administration 6! trusts and
estates. Itw6u1d'1ike permission to file a memorandum of our
view;.: I think that we agree essentially with the apirit of
the iegisiation but we have some serious reservations about
- some of the specific»propogals in the draft.
. THE ATTORNEY GENERAL: We will be glad to receive. )
your memoraﬂdum. |
MR. SMITH% My name is Donald W. Smith. I am a member
. of the law flirm of Silas, Warfield, and Stephsns. I rep-

resent a number of charitable trustees and gorpd?ations such

as the Music Performance Trust Fund of the recording indus-
try. ﬁowevér, I am speaking hé;e éolbly on my personal

views. I uJuld say that from my experiénco with charitable
'trusﬁs'and @orpdrations there should be no difficulty in
living with an act of the general tépo which is here groposodt‘
I would say furthermore that most of the charities ;ifp which

T am familidr would probably endorse the principle and héve ’

, certainly tried to live up to it in their own reports-which they

haYe givan in somexcasos “in printed form for public distri-
bution aqp that they endorsed that type of provision. However,
.thoretare a few details in this act which I think might be
clarified or improved and I might run through them very
briefly. In Section 2B it refers to any corporation which

has exempted property to be used for charitable uses and-pur-
poses and might conceivably be held to apply to any emp{oyor

who takes up a collectioh fér a local charity. I don't

N (A -ﬂﬂ
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think that is the intention. I think that could be clarified;
. On the thﬂrd page in Paragraph Six and Seven there ere two
referencesito due notice which I think any lawyer will
eppreoiape1having spelled out, oitﬁer in statute as so hany
dayf; noﬁihe, or by reference to the particular other statute
* providing thaﬁ the same notice should be éiven to the
Atferney:General as éo the other parties of the p;oceeding.

At the botftom of Page Three in Paragraph Nine it refers to

periodic reports., I think it would be reassuring if it
'furthef perideq that, "at not greater than arnmual intervals."
I gather the intention is for annual reports and it would be
reassurihg to knou"tgey~would not be requi;ed more fre-
quently than.at annual intervals, On Page Five I would like
to. endorse the comments of previous speakers in regard to

the fiscall year and that the reports should be due at some
specified time after the close of the fiscel year such as

for example, riling income tax returns, three and a half

months, whatever is .considered adequate intervals and I would
.alsobﬁave‘some eference to that in the initial report so it
woyld'not cover ; broken period: I would eitheg relate to the
.last fiscal ye;pignd would not be due at the conclusion of the
pending'fisca} year. On Page Six, Paragraph 15°T am inclined
‘to agree ﬂith‘the previoue speeker who suggested that rather
- tha; make it a misdemeanor, the contempt powers of the court

. . ~would be sufficient and adequate for that ﬁﬁrpoée. In

AND



(FTLED._NEW YORK _COUNTY CLERK 0771372022 04.55 PN I NDEX NO. 451625/ 2020
NYSCEF DOC. NO. 758 RECE| VED NYSCEF: 07/13/2022

77

Paragraph 16 I would recommend the second sentence be
retained. There has been some supgestion of the fact that

lawyers might attempt to pet around that. I have the utmost

confidence 1n the abllity of the Attorney General to prevent

e

that. What does worry me 1s in the instrument where the
charitable gift 1is a relatively minor part, the donator might
I

say, 1f we are going to say start getting into something of

e i

that sort let's leave it out entirely and charity would suffer.

' |
I think thejbill would be better than the deletion of the

KTV e e

sentence in Paragraph 16. In Paragraph 17 the “last sentence

which pgovides rather drastic penalty for failure to file.

Ab b Y o

I think this should provide, "after notice" because I have
come across, many times, small charities which are admini- é

sfered’by people who are selected largely for thelr know- ‘ FE
ledge and expérience in the narrow field in which éhe E

charities operate to serve many times without pay, who very

often consuit counsel only when they feel a legal problem has

arisen and there 1s a danger there of not even knowing of a

Ly b,

particularly new law such as this; so if the fallure 1s after

notice or after request by the State authorities I think it

— GRS AR e

would be more equitable. Of course we are all Interested

gz

in the subject of the filing fee and I trust that further

conslderation will be given to that. ' i

~

.-

THE ATTORNEY GENERAL: Thank you very much.

MR. LEHMAN: My name is Leonard Lehman. I am with the ;

=

, A
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firm of Lord and Lehman. We represent thp Metropolitan Museum
of Art an% the Botanical Gardens. I was baréioularly pleased
to note tﬁe proposed amendment to the bill which excluded
education@l corporations created under special act éf the
legislature.: This would apply to the Metropolitan Museum
of Art which is specifically stated to be an educational

-corporation. What I would like to suggest for yeur con-

sideration, Mr. Attarney General, is to have)a elaiégication
as to wiat educational means, and there is no definite
application of that 1énguage to the Botanical Gardens but in
spirit this é;es @ppiy under the Uniform Act smd it should
tnclude'organizaéions who are interested p{imnrily in
gduoation. ‘
THE ' ATTORNEY .GENERAL: Thank you.

MR, GCCDELL: My.name is Eduard uoodell and I am represent-

. ing the United Jewish Appeal of New York, Inc. On the ;

question of the duplication of the reports 1. have this

"suggostion to’ make, Mr. Attorney Goneral that ‘wnder
“Seotion h82 of the Sooial WQlfaro Law it might be possible

to make an qmendment to that particular section to provide

* that reports should be filed in duplicate, and if-there is any

infaormation that presently is not required to be furnishedgp
that the section should be amended to insclude such infor-

' mation as thi'Attoinoy General thinks i1s necessary for this

3

Ao
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l'purpoau:;. ToWw, the other brief comment that I want to make
is tha% under Section 482 there is a provision that the
Social Welfrre Laﬂ is not applicable fo religious corporations
ﬁnd toireligious agehoios and by various opinions of the
Attorngy General it has been held that certain corporationa
"'such as the one I am representing herg this morning, which
are no+ 6rganized under the Religious Corporation Law, but
nﬁvertﬁaless have the character of re;igious corporations or
agencies, afo excluded from the appli&ation. I respectfully.
lﬁgges? that the same provision thattpresently'appqdrs iﬁ
482 éh$uldjﬁe made applicable to the prasenf legislation.

Mé. GORDON: My name is Reuben Gordon. I spoke
| N PO .

before. ' §§
| ’ il
T?E ATTORNEY GENERAL: You made the point of full

rdisordéuro.. You were against the sentence being in there
and yoﬁ wanted the sentence out. I”fémémber everything J
you said,. i |

VOICE: !iﬁou soon may we  expect ﬁuo minutes of the

THE ATTORNEY GENERAL: I will put in a request to the
head of the bureau to rush it as fast ‘as possible. I want
: k4

to assure oveﬁybody here that we ourselves await the minutes

with a great deal of interest. We study them just as well -

" as you folks. I am very gratsful to those who appeared because

/

AS
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we have received so many wonderful suggestions.. I am sure

-
"*’:2‘@3’.‘&;35 -
"'5&!‘\

they will be oonsidered. We only want to do what is right. I
think it i1s fair for me to say that everyone was for the
general purpose of the bill. The question now is how do

- you, as mu?h*aa possiblo, relieve the burden of bortain
roports and certain information to the end that nobody

i is . qiaoourngod from giving money and carrying out the purpoaoa

fof the charitable foundations. T have an oblig.tion of
publio intrrost to protoot. I am mindfu’ of the faot thnt

in this State charitablo foundations mean a good doal to tho

public and|tho poople who believe in them and who sre

activoly connectod with’ them. We will do-nothing to

upset any maehinery but’ I/do have my obligation.- There is

one thing(I want to make crystal clear. We seem to hnve

the right undor thHe two statuxes of enforcing, but with

no power o; right to suporviso and we get these sccountings ;
from time fo timf. I cited one 50 years in existence concerning:

L) | i
which we were served with some papers a week or two weeks ‘ago.

We get this periodically, 20, 30, 4O years. All I want to
say now is that %e will consider everything and when the min-
~utes -are propared?I would like all of you to feel free to
dooument any further objections you have. We have a bill
~but it hasn't been 1ntrouduced. It was introduced for
study purposos only last year, realizing that people should have .

a chance to be heard. WQ will recommend an amended bill.

. ‘l"\'f‘
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s

:You have my assurance that nothing will be pushed before any

Raacl LT S

committee.until evefything that has been sald here Has been ~

‘recorded in the minutes I have one sugpestion for those who
Sl didn't avaia themselves of the privilege of speaking.

1 would 1ike you to drop a note, attention Mr. Combier,

~§ett1ng~f0nth any further suggestions you may have. It -

AP T P ]

-seems to me very desirable, after the bill is amended to

have a further hearing. Nothing willl be done to rush this
- 1

becausedthis is too important to foreclose anybody from

havdng a reasonable opportunity to study the bill, to

[% VNN RS T JENEEN

make correctlons and changes. I have an obligation ana

I know that you all rcpresent orgégizations and you have a

-

ot

similar obligation. With that, I thank all of you.

. . ’
h]

T e

W
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BUDGET REPORT ON BILLS

Session Year: 19___

" SENATE Introduced b, 5 - ASSEMBLY.
P 5493 . Committee on Rules P BOKO ‘,.
it 4309 C _ o T g
Low: Personal, Property .Sections: 12-b (New) '
. Dlvugljf ?fl 'lsrBoupdsol;Egcommondatlon on the nbovo blll ' 113-2 . ,New; =
" Approve: x Veto: - No os;.m... No Recommendatian:

1. Subject and Purpose: To prevent the improper administration of funds held
for charItable purposes by empowering the Attorney General to register

and supervise charitable corporations and trusts organized or O'erating
in the stste. -

2. Summar¥ of rovisions of bill: With the exemption of certain char-
itable eres%s, the BIII provides that:

(1) trustees of charitable organizations would be required
to register with the Department of Law and .to submit

° : . : such - information as deemed appropriate hy the Attorney
. ' ‘General;

(2) charitable organizations would be required to file per-

. iodic reports with the Attorney General furnishing com-
. prehensive Aata relating to the utilization and adminis-
'y tration of" assets acquired for charitable purposes.

‘ The Attorney General, for the purposes of the bill,
may! promulgate appropriate rules and regulations, conduct
whatever investigations are necessary, and utilize the .
~ power of subpoena when such measures are required in order
» . . to insure the proper management and disbursement of char-
- . 1taPle funds.. ..
3. Prior le islative history: This 11 is a revision of a prior bill
¥ i ut not the Senate in session year 1965.

4 Argumentslin support of the. bill.

. (1) As a result of recent public hearings held by the Department
of Law, it has'been determined that exlsting State controls over char-
itable orgenizations are limited in the'extent to vhich they can prevent
. the inappropriate use of funds collected for charitable purposes. For
. lack of specific’ supervisory and-investigative powers, the Attorney
¢ ° General has been restricted to handling sporadic complaints brought by
officials of charitable interests. By empowering the Attorney General to
overseg¢ charitable operations, this bdill would enable the State to 1in-
sure phat charitable -organizations are properly administering their )

asse As a result, the public, as the ultimate benefieiary of char-
ita 1e funds, would be protected.

- D/jn: Exominer:

//i)llpol~ltlon: ) = Chapter Nox * hﬁ;' Veto No.
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(2) Revislions of tax statutes relating to charities have stimu-
lated growth in the number and size of charitable organizations. This
bill, with an estimated 20,000 of these organizations subject to its
provisions, grants thorough registration, supervisory, and enforcement
powers to the Attorney General. Thus, the State would be.in a position to

insure that the tax privileges it grants to charitable interests are not
being abused.

1 ‘ bill provides for the opening to public inspection of
reports flled by charitable organizations. This is a primary method of
preventing improper administration of charitable funds. The bill con-
tains a reasonable safe-guard for private individuals by permlitting the
Atggrney General to withhold certain types of information from the
public. .

PYVERPIRERRARY. AT

- 5. Possible objections to the bill: None known
6. Other StatJ encies intefested and position if known: Thié bill 1is :
). sponsored by the Department of Law. . i

7. Position of other organizations: Enactment of this bill is recommeﬁ-
ded by the New York SEa%e!BEF Association. . ,

8. Budget égglications. Although the precise needs in terms of staff and

expenses to a ster the program are not known at this time, enactment
of the bill would necessitate some additional auditing, legal, and cler=-
ical positions in the Department of Law. Although funds for this purpose
have not been|prov1ded in 1966-1967, the cost of additional personnel
could either be’gbsorbed within existing appropriations or financed by
Y a deficlency Tppropriation.

- . ‘9, Recommendation: In that this bill would increase the enforcement

ﬁg?pomers of the [Attorney General serving to p‘zyeut the improper

application of charitable funds, we approve “tnactment. ~ .
- i»., r

oo : .
|

TN T b 7 sl

Date: _ July 13, 1966 Examiner: David M. Richter
. , Y

' Disposition: - Chapter No: - Veto No.

1qf|~ N N ' i ‘t’ ,
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REPORT NO. 293 G& T . 1966

" Se Int. 4309 Pr. 4642 By: Rules Committeg

A. Int. 5582 A. Pr. 6128 .By: Rules Committee
j' EFFECTIVE DATE: January 1, 1967 .

‘ACT to. amend the Personal Property Law ard the Real
Property Law, in relation to implementing the State's supervision
and enforcem?nt of.certain charitable uses and purposes.

Law and Section referred to: Personal Property Law,
| ' Section 12-b (new)

: Real Property Law,
| Section 113-a (new)
|

| THIS BILL IS APPROVED

ThL new York State Department of Law has caused to be
introduced into the New York State Legislature a bill, Senate
Introductory 4309, Print 4642, which would amend the Personal e .
Property Law‘and Real Property Law in relation to implémenting the =
State's supervision and enforcement of certain charitable uses and v
purposes. This bill will apply to all charitable trustS\and corpora- )
tions organized in this State or doing business in this State, . L
except governmental agencies, religious corporations, educational
corporations, hospitals, fraternal organizations, the Corporate
Trustee under the terms of a Will of a non-resident decedent or a_
trust instrument executed by a non-resident, ‘and any Trust where &
the charitable interest is deferred or contingent.

-

The .bill would require every charitable organization to Fox
file annual reports with the Attorney General containing such <3
information as he might deem appropriate. The bill expressly pro-
vides that organizations which are regquired to report annually under
the Social Welfare:Law may comply with the filing requirements by
submitting to the Attorney Gener=1 a copy of such report together
with the tax returns required tc be filed with the United States

- Treasury Department. All such reports are to be open to public -
inspection, subject, however, to such reasonable regulations adopted

by the Attorney General 11m1t1ng the types of information subject
to public inspection.

1+ 1e bill also provides that whenever a Trustee or othsr
person holding property devoted to charitable purposes shall bring
on a court proceeding for instructions, concerning the construction
of an instrument or for an accounting, or whenever there is a Will

contest of any kind, due notice thereof rust be given to the Attorney
General.

D]
Py
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B Int’ _[’_.309"" Cow "-S. PI‘- L6lD . ' .1: ::. . N I;\agez
A. Int. 5582 Ea :' - Pr. 6128 o -

i The A torney General is giuen broad investigatory powers,
' ‘including thei ower of subpoena. ) .
; ) I~

o anual flling fees will be requ}red as follows- $10 if
© ' the- propert v 'held "is worth less than $50,000; $25 if; i is worth
' - $50,000 but less than;$250,0005 $50 if 1t'is worth §250,000 but
" less than §1 qoo 0005 $1OO ‘if it is worth $1,000,00 Tbut less than
R 3 _,QOO, and $2q0 if it 1s -worth $10 000, 1000 ‘or more.
G

- edecessor bill was introduced into the Legislature
and.'a- hearing with respect thereto Was-held by the
G neral .in: Detember. - As.a résult of that’ hearing, many.

i

--fications were made in‘the earlier bill.

The
;relied in part on the Model Act and also on
al of the other states. However, he showed
l}y and judgment and has produced a fine piece

il e
,;r,

a i),

i report of the Treasury Department, it recom-
ed hroa new legislation setting standards)for foundation
and ‘related persons in such areas as 1nvestments, accumu-

“of i me, -self- -dealing, and the composition of Boards of
3Sa - hese are S would all appear to be within traditional

‘& variety of remedies, ,
and surcharge, which are<not available to the
horjties: Yet effective- state supervision of
‘depends upon adequate information being
Attorney General and prov1sion for sufficient
ve use of this information. The bill consti-
Joo step in this direction. The,filing charges in the’
Eﬂproposed bill (as distinguished from those set:forth in the earlier
~"pill) :are; .moderate and appropriate. The filing requirements -are
not burdensome. ; 1 bill has been endorsed by. several of the
1arger foundations. f .

The following comments as to form are noted.

f

2%
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1. Paragraph 2 of Section 12(b) provides that the
"registratioh and reporting provisions™ do not apply to certain
organizations. If the quoted words also incIude the filing pro-
visions set forth in Paragraph 4%, it would be clearer if the quoted
words were changed to read "registration, filing and reporting
provisions". It is assumed that the quoted words are not intended

. to apply to the due notice provisions set rorth in Paragraph 5.

2. In Paragraph 5(b), the fifth word in line 17 on page
'+ should be "action" and not "section." The word "action" is used

correctly in: the equivalent Paragraph 5(b) as the fifth word in"
line 11 on page 12.

3. In Paragraph 16, page 8, line 26, the word "required"
would sezm to be a typographical error. The equivalent word in
Paragraph 16, page 16, line 17-is correct. -

The following comments as to substance are noted:

l. Clause (vii) of Paragraph 2 exempts only a corporate
trustee acting under the terms: of a will of decedent who died
domiciled in a state other than,New ¥Ycrk or & trust instrument °
executed by a non-resident of New Yorkx. Questions arise as to why
the corporate trustee should be excluded when an individual is not
and if a corporate® trustee and individual trustee are both acting,
does this require the individual co-trustee to file,- Further, as
the bill is now drawn, it would seem that if an individual trustee
who has-an office in New York happens to be the trustee of a charit-
able trust created by a non domiciliary, such trustee would be
subject to the Act simply because his office is in New York. v

2. Paragraph 12 provides, in part, that the Attorney
General shall, upon the request of the trustee, withhold from
public inspection that portion of any instrument filed which does-
not relate to charitable purposes "and which is not otherwise of
public record". .Presumably, a probated will is a public record,
but is seems desirable to withhold from public inspection any nortion
of an instrument which does not relate to charitable purposes
since it seems probabla that more people would'examine such a docu- -

.ment in the Attorney General's Office than in the Surrogate's
. Court. " 0 N

For the!foregoing reasons, and subject to the foregoing
comments, the bill is APPROVED,

REPORT PREPARED BY THE COMMITTEE ON TRUSTS AND ESTATES.

(C‘-32’+)' L7 L
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PRESIDENT SECRETARY ] ,/

MARK F. HUGHES THOMAS KEOGH ’
VICE.FRESIDENTS TREASURER

ROBERT M. BENJAMIN RUTH LEWINSON
2 MES V. HAYES

LAWRENCE £. WALSH . EXECUTIVE DinECTOR 14 VESEY STREET — FACING ST. PAUL'S

: JOSEPH L “AGED
.. NEW YORK, N. Y. 10007
CORTLANDT 7.8848
»
* 1 -
Reply to:

Henry J. Kennedy, Esq.
598 Madison Avenue
New York, N. Y.|10022
Plaza 2-6442 ;

May 13, 1966

Hon. 'Nelson A. Rockefeller
Exectitive Chamber
Albany, N. Y.

My dear Sir: g
The Committee on the Surrogates' Court of the New

York County Lawyers' Association has approved the

following bill and believes that it should become
law: '

S. Int. 4309 Pr. 5493

A copﬁ of a report recommending approval is enclosed. ¢

Very truly yours,
JAMES J. REGAN .

Chairman, Committee on State Legislation



(FTLED. _NEW YORK COUNTY CLERK 0771372022 04.55 PN I NDEX NO. 451625/ 2020
NYSCEF DCC. MQ 758 i RECEI VED NYSCEF: 07/13/2022

-y ) . INTROD[b D BY SENATE COMMITTEE ON RULES
INTRODUCED BY ASSEMBLY COMMITTEE.ON- RULES

April 18, 1966 Report No 252 S. Int. 4309 Pr 5493
Same as A Int. 5582

NEW YORK COUNTY LAWYERS® ASSOCIATION
14 Vesey Street - New York 10007

L1

Report of Committee on the Surro ates Court en Senate Bill
Int. 4309 ?r. 5493, same as Assembly Bill Int 5582, which seeks
to amend the Personal Property Law by adding a new Settlon 12-b
and the Real Property Law by addlng a new Section 113-a, in rela-

tion to 1mp1ement1ng the State)s supervision and enforcement of
certain charitable uses and purposes.

*

- RECOMMENDATION. APPROVAL

At the meeting of our Committee held on December 21, 1965 oral
reports were presented onan earlier draft of the subject "bill pre-
pared by the AttorneyiGeneral's office. At the direction of the
Committee a statement lon behalf of the Committee opposing the draft
bill so far as it laffected testamentary trusts, trustees and proceed-
ings in the Surrogates’ Courts was made at the Attorney Cerieral’s
public hearing held on December 22, 1965. The reasons for the Com-
mittee's opposition to the draft bill were as fallows:

|

1. The powers of the Attorney General were unduly increased.

2. The provisions (i) making, the Attorney General a party to
all probate or other proceedings where there was a charitable interest,
« (ii) imposing a high f111ng fee, (iii) granting very broad subpoena

powers and| (iv) imposing reportlng requ1rements were unreasonably "
onerous. | .
! ;
- ' 3. Defects of form (i.e ambiguities and uncertainties in the
: bill) A - )

The” Commlttee futther went on record at the public hearing as .not
'opposed to reasonable reporting requirements and suggested the f111ng
of coples of réports presently required by tax, other governmental "
regulatlons or statutt . .

The subject b111 is a great improvement over the or1g1nal draft
bill and cures many of the objections this Committee prev1ous1y made.
The bill by its. terms applies to supervision of trustees in areas
"over which the attorney general has enforcemenc or supervisory powers’
The provisions of the bill grant substantial additional powers to the

. -Attarney General,i however, it would not appear rhat these new powers
are unduly ongrous so far as .testamentary trusts, trustees and proceec-
1ngs in the Surrogates Courts are -concerned.

. . i <‘-"3 :
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The blll imposes registration and reporting rtqu1remean upo
trustees of “charitable trusts (as well as upon certain charitable
corporations), Initially each such trustee must file with the At-
. torttey Genera} a copy of the instrument creating the trust within
six months after any property held by the trusteé cr income there-
from is requlred to be applied to charitable purposes. Periodic
reports are requlred at unspecified intervals, usually the first
report to be filed "not later than six months "after the end of the
fiscal year of the trustee during which he beccmes subject to this
section Whlle this language could be clearer, periodic reports
are presumably not required until either prlnLIpal or income is to
be used for cha itable purposes Trustees required to report annually
to the Department of Social Welfare under the Social Welfare Law may
file a copy ot such report and copies of all U.S. Treasury Department
returns and reports in lieu of the perlodlc reports. Similarly, a -
copy of an account filed by a Trustee in any Court of this State may
be filed in 11eu of a periodiec report if it substantially complies
with the regulations of the Attorney General.

T

b

- The requirement-ouf the first draft bill making the Attorney
General a party to/éll probate or other proceedings where there is
a charitable 1nterest has been narrowed. The present bill provides
for notice and a copy of papers to be given to the Att-rney General
(1) in cases of wills containing charitable gifrs onky where there
is an appllcatlon for denial of“probate objection to probate, or
appllcatlop for approval of a compromise, and (ii) in all construc-
tion or accounting proceedings where any property or income may be
required at any time to be devoted to charitable purposes, or where
the petition éeeks instructions relating to the administration, use,
disposition or distribution of the property or income to be devoted
{ to charlty, except where at the time of the bringing of such a pro-
ceeding it appears no property or ii.come will b.. required to be
- _devoted to charltable purposes except upon the occurrence of an
uncertain event To a substantial degree the provisions for notice
to the Attorney General are declaratory of’ present law or practice:

The very‘broad subpoena powers in the draft b111 have also been
limited and the fee upon filing each periodic report has been set at
~310 (on property worth up to $50,000) and up to $250 (on property
worth over $10,000,000).

The subject bi is mucgi{mproved as ' to form and appears
sufficiently definite to be operable™ There are some changes in
wording that would be desirable (e g in subdivision .13 stating the
Attorney General may: 1nst1tute appropriate proczeedings to secure
compliance the word "court" might be inserted to make it clear that
admlnlstratlve.artlon or proceedinhgs tu secure compliance are not
contemplated). , )

It would also be desirable if the bill contained a statement
of the actual substantive powers to supervise charitics vested in
the Attorney General. . As the bill stands, it largely deals with
disclosure and procedure in furtherance of unspecified powers. The
bill excludes many charitable organizations .from its registration

¥

0l

e A
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and reporting requirements (e.g. religious organizations, educational
institutions incorporated under the education law or special act,
hospitals, fratermal, patriotic, veterans, volunteer firemen, social
or alumni organlzatlons and any trust in which and so long as the
charitable interest is deferred or contingent). Perhaps exclusion
from registration and reporting might also properly be granted to

trustees either appointed by, or accountable to, a Surrogate's Court
or to the Supreme Court.

Howe?er, inasmuch as the subject bill meets many of the objec-
tions heretofore voiced by this Committee and is a bill in furtherance
of the public interest, it is recommended that the bill be approved.

|

[ Respectfully submitted,

COMMITTEE ON THE SURROGATES' COURT
Henry J. Kennedy, Chairman
i »
Report prepared for

the Committee by
MR. W. BERNARD CARLSON, JR.

M g
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INTRODUCED BY COMMITTEE ON RULES

April 11, 1966 Report No. o7 S. Int. 4309 Pr. 4642
A. Int. 5582 Pr. 6128

" BAR ASSOCIATICN OF NASSAU COUNTY
ILegislation and Law Committee-
Mineola, New York

Report of Decedent Estate Law Committee on Senate

Bill Int.§u309 Pr. 4642 (same as Assembly Int. 5582 Pr. 6128)

S . S\ WL (¥ M = 6 A ———
.

| .
which would amend the Perscnal Property Law and the Real
Property Law for the purpose of implementing the State's

supervision and enforcement of certailn chafitaple uses and

e e S M e 0 Hrer

purposes.,
, RECOMMENDATION: APPROVAL
The Bi1ll (which was introduced at the request of
the .New York State Department of Law) would amend (1) the

i Personal Property lLaw by inserting therein a ﬁew gection to

e o b sy 1 ot 0 G

be known as Section 12-b, and (11) the Real Property Law by

~nprting therein a.new section to be known as Se-~t+ion 113-a.

" - aections would confer upon the Attorney General super-
Yy power over certain trustees holding or adninistering

personal or real property for charitable uses and purposes.
[
Subdivision 1 of the Bill defines the word "trustee"

£0 mean:

(a) ahy individual, group of individuals,

19
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R - e ;corponation or: other legaiSentity holding and ’
O I L administering property for charitable purposes
£ ) o whether ‘pursuant: to-any will, other- Instrument
. . i or agreement, court appointment,,or btherwise

vursuant. ¥o law; .over which the Attarney °
General has enforcement or supérvisory. powers,

- . \e
es .

3

" _ o L ,51 . (b)\ any non-profit corporation organized
: . .o "', -‘under the laws of this State for charitable-
DN purposee, and - _ i S0

' (c) any ‘non- profit roreign corporation

) . organized for charitable purposes, doing SN

.~ 1'¥. el ﬁbusiness or holding property in this. State.,-

‘ Subdivision l further provides that a foreign corporation or

) LY s ;“a}trustee acting under the will or an agreement executed by
. . Lt . -7 & H

t -

a non-resident does not: become subJect to the provisions " *
“or this seetibn merely by . reason of maintaining a bank,

PR . -~ 3

’ : ,custody, irvestment nr similar account in thils. State..

e

Subdivision 2 of»the Bill provides that the.

1
q

g ” . “_f registration and reporting provisions of ‘this- section do

' . not apply to: . .

T i ' i (1) the United States, any: state, territory
or possession of the United Statés, the District of

: | Columbia, the Commonwealth of Puerto Rico or to any.

) N i of their agencies or governmental subdivisions;

<. I (11) any trustee which 18 required by any other
' i provision of law to render a full, complete and
_ i ‘itemized annual report to the Congress of the United :
o States or to the leglislature of this, State;

(i,i), corporations organized under the religious
) corporations law and other religious agenciles and
) “ganizations, and charities, agencles and crganiza-
tions operated, supervised or controlled by or in
connection with a religious organization;

(1v) educational institutions incorporated under

LR TA)
R L)
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the educatlion law or by special act;
(v) any hospital;
!
..(vi) fraternal, patriotic, veterans, volunteer

. firemen, social or alumnl organizations and historical

soclieties chartered by the New York State Eoard of
Regents; ‘

(vii) a corporate trustee acting under the terms
of a will of a decedent who died domiciled in a state
other than New York or a trust lnstrument executed
by a non-resident of the State of New York;

' (viii) any trust in which and so long as the
charitable interest 1s deferred or contingent.

Subdivision 3 of the Bill provides that the Attorney
General shall establish and maintain a register of all trustees,
which gpegister shall contain such information as the Attorney
General deems appropriafe.

Subdiviéion 4 of the Bill provides that every trustee
shéll, within six monéhs after any property helé by him or |
any income therefrom is required to be applied to charitable
purposes, . file with thé Attorney General gﬂcopy of %he instru-
ment providing for tne.trustee's "titles, powers ard duties”.

% 1s subdivision further provides that 1f any property held

ny A trustee or any income therefrom is required to be applied
to gharitable purposes at the time this section shall becoTe
ette~tive, ;ﬁe filing of such 1nstrumént shall be made wilthin

B

“iX  onths thereafter.

1

| NDEX NO. 451625/ 2020
~ RECEI VED NYSCEF: 7/ 13/ 2022
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Subparagraphs (a) and (b) .of subdivision 5 of the
Bill provide as follows:

(a) There is no'need to cite the Attorney General
1n any proceeding with respect to a trust, the income
from which may be devoted to charitable purposes, if
at the time of the institution of such proceeding the
charitable institution merely has a contingent interest.

{

(b) There 1is no need to cite the Attorney General
.in a proceeding for the probate of a will unless (1) an
application has been made for the denial of the probate

qf such instrument, (11) objections have been filed to

: Qhe probate of such instrument, or (iii) an application

has been made for approval of a compromise agreement.

' From the foregoing, it appears that the Attcrney
Gener&l 1s seeking to obtaln supervisory power chiefly over
private'rouﬁdations, which, under the Bill, 'would be required
to file perlodic reports. The public fougdations which are
not ex2mpt under the Ei1ll need only file the copy of the report
required by Article 10A of the Social Welfare Law and the
Form 990-A required to be filed with Internal Revenue Service.

Since a bequest to a charitable foundation results
in a substantiéi tax saving, The State of New York, to the
extent of such tax saving, clearly has an interest 1n'the
foundation. Accordingly, so long as roundqtibns are per-
mitted to reéeive tax-free benefits, the Attofney General,
on behalf of The State of New York, should be in a position
t« 2ke certain that the‘funds which such foundations have

~cei./ea, and are continuing to receive, are uqed for chari—

table, purposes.

172
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Subdivision 16 of the Bill authorizes theJDepartmené
xéf‘Léw to coilect from each trustee at‘fhe time.of the ri;ing
of the perlodic report a fee which 1s based upon thé.dollgf
-value ef the fund. The fee would not be less than $10 and

-would not be more than $250.

Respectfully submitted,
DECEDENT ESTATE LAW COMMITTEE

Hugh G. Eergen, Chairman_-

-~ [ 4

Report prepared for the Committee
by Willlam D. Sullivan
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YNE, President
::)ouln K. PAYNTER, JR., Vice President — smmi:l:‘uc;:..:.?u
BERT €. TYSON, Vice Prasiden . -
J. HUBER WETENHALL, vm:’:....:'dm ARNOLD WITTE

Geaneral Monager

LE €. SH
DALE €. S DAlP. Yraosurer n.ndSnnbrv

INCORPORATED R
99 CHURCH STREET . NEW YORK, N.Y. 10007

Cable Address COMINDASSN * Telaphone 732-5200

y 12, 1966

Hon. Robert R. Douglass
. Counsel to the | Governor
Executive Chamber )
State Capitol
Albany; New York
. Re: S. Int. h-309, Print 51&93
. . DISAPPROVED .
Dear Mr. Dougless: \\J
‘ }
It is unfortunate that subject 1e§slation with an apparent most worthy objective
must be disapproved by virtue of its failure to be limited to that objective.

"As pa.ssed » thia measure is applica.ble to an entire class of corporate established
foundations whose sole purpose is to make educational and charitable grants to
schools nnd other worthy :institutions in our state. No beneficiary has any rights
or claims in 011' "to the largess of these foundations and there is no public inter-
est served by making operation of these foundations more complicated and coatly
than necessary. -

The problem is magnified 'Sy the fact that New York has always -been a bellwether
state and its example undoubtedly will be followed in every sister state, thus
v © maltiplying the cost of fees » regulation and filing.

Unfortunately, Isponsor of the bill did not accept even our most miniml recommenda-

tion which vould make copies of accounts filed in other. states or with the Internal
Revenue Service or other goverument agenclies -equally acceptable to the Attorney

‘General ; 1f in 'substantial compliance with his general rules and regulations. The. .
only a.ccepta.ble coples/permitted in the bill are those filed with the’ courts of

this state. g '

It is no answer.that the present ‘Attorney General will be reasonable in carrying
out the provisions of the proposed law in the event the Governor should sign it.
The next Attorney Gerieral may have a lesser sense of reasonableness.

ad:

BOARD OF DIRECTORS * -

HAROLD L. BACHE, Chairman of Board, Bache & Co.. inc.

DALE E. SHARP, Vice Chairmon of Boord,
EDGAR M. BRONFMAN, Prasident,

Morgan Guoranty Trust Compony of New York

. WILLARD G. HAMPTON, Exscutiva Vice President,
MNew York Telaphone Company

Joreph €. Secgram & Sons, Inc.
GEORGE CHAMPIGN, Chairman cf Board,
The Chose Manhatton Bank
QEORGE E. CLEARY, Cleary, Gottliab, Stewn & Nomifion
W. H. COLQUHOUN, Prusiden?, Ebcico Survicar lnwrpomnd
IIOIAID C DOANE Choirmon of Board,
r C: y
! FAYEI'TE S. DUNN, President, Otis Elevator Company
H. G. EBDON, Choirman of Soord,
Comirustion Engiresring, Inc.
CHARLES .°. EBLE, Cheirman of Boord,
Canso dat-d Edison Cnulpnny of New York, Inc.
Glll!l‘l’ W. FITZHUGH, President,
bil Life | e Co
.GAIIAID W. GLENN, lord, Doy & lord
HAROLD E. GRAY, President,
Pon Americon World Airways, Inc.

.+ 4, MARK HIEBERT, Cholrmon of Board,

Sterling Drug Inc. .
JAMES F. HOGE, Rogers, Hoge & Hills
SAMUEl D. LEIDESDORF (Honorary)
S. D. Leldesdorf & Compony
BARRY T, LEITHEAD, President,
Civett, Probody & Co., Inc.
JOSEFH A.' MARTINO, Choirman of Soard.
Notionol teod Compony
GEORGE O. NODYNE, President, East River Savings Bonk
HERMAN C. NOLEN, Choirman of Board,
McKeszon & Robbing, dnc.
ROBERT G. PAGE, President, Phelps Dodge Corporation
RICHARD K. PAYNTER, Jr., Chairmon of Boord
New York Lile Insuronce Compony
A, E. PERLMAN, President, New York Central System

s

+  SIDNEY L. SOLOMON; Choirman of Board,

Abrohom & Strous
EDWARD STALEY, Vice Cholrmon of loud
- W. T. Grant Company
NORMAN TISHMAN, Chairmon of Boord,
Tizhmon Realty & Comstruction Co., Inc.
H. C. TURNER, Jr., Chairmon of Boord,
Tumer Com'md:on Company
ROBERT C. TYSON, Choirmon, Finance Cemmmn.
United States Steel Corporation
EDMUND E~WAGNER, Choirman of Scord,
, Tha Seamen’s Bonk for Savings in tha City of New York
N. H. WENTWOITH Vlc. Cholrmg' o’ Boord,
The Contii
J, HUBER WE‘I'ENHALI. Chamnm of lncrd
Notioao! Doiry Produrts Corporotion
DAVID L. YUNICH, President, Macy's New York
» BUITON A. TORN, Proskousr Rose Goerz & Mendelsohn




Hon..Robe?t.Bu Doﬁg;qés‘

Page 2.

‘
4 .

Finally, there has been no evidence presented of so pressing a need for this legis-

lation as to cormend its enactmcnt at this time, especially ln view of its short-
comings. g

Thi% Assoclation recommends and urges the Governor's veto of 8. Int. 4309 and his

suggestion that a more thoroughly considered bill be introduced in the next legise-
latdive session.

1

K , - J o - ' Sincerely,

- . U"{
: Arnold Witte .
: General Manager

Cowt
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EMPIRE STATE. Chamber of Commerce, Inc

\s

: :
- I
.

’ i

March 28, 196C

D
{ ], .
f X7
M: o tohie : e Doualasy- \\‘ — '
Guaniuel o the Governor
Glate Uix}l.ltul . \

All.any, Hiw Y ik ‘
« Dear Robs

Enflodedyl, a memorandum we hqve just filed with Speaker Travia, Senator
Brydges,] and Senator Hughew with re espect to S.I. 4309 and A.I. 5582. We
cannol qyo any justificalion forésuch a comprehensive measure as this.
You may recall that a less extensive measure was introduced in 1965 for a
study purpuse. '

A hearing on Lhe proposal waw held in NMew York last December lst by the .
Atiorney General. People who atiended that hearing advise me that all
corporation representatives who spoke on the bill were strongly opposed

1o the measurc as unnecessary and imposing an undue burden of paper work..

Despite these critical comments, however, the measure that emerged this

year was even more objectionable tham the one introduced a year ago.

Evidently the statements at the hearing were not taken seriously, for no

affempt was madeiln the bill to meel the objections that were raised by

spokesmeri for cliaritable foundations established by corporatlons.

Sincerely yours,

; ’ Well A. -Gtray, Direc
' Department .of Governmen Affairs

WAG/ 3 f )
Enc. /

-
[

N I .
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EMPIRE STATE CHAMBER OF COMMERCE
18 PARK STREET, ALBANY, NEW YORK 12210

~

MEMORANDUM IN OPPOSITION °
TO

. A.1. 5582, Pr. 6128 Rules Com. ’

<a - S-I. 4m, PI‘. 4642 RUIQS COI'D.

AN ACT © o/

. ) To amend the personal property law and
. ) the real property law, in relation to
. implementing the state's supervision and
enforcement of certain charitable uses
and purposes.

L

v

This bill mmqid amend the: Personal Property Law and;the Real Property Law so as to
provide for superviston.by the Attorney General of all "trustees" for charitable
purposes. Under the bill a "trustee" is defined so broadly that practically any
,organizattor or 1ndividu?1 (with certain limited exceptlons) who holds and ad-
ministers p10perty for charitable purposes would be subject to such regulation.

" The definition includes not only individuals administering property for charitable

purposes under wrlls-or agreements, but also non-profit corporations organized for

such purposes.

.The general |tenor of the bill and of the Attorney General's memorandum suggests

that, in the judgment of the Department of Law, there is something wrong about the
|

- .+ operations of char1tab1e trusts and foundations. The memorandum is not clear as

to what th1s prem1se s based upon. It simply states in effect that it is logical
to superv1se such activ1t1es because it would be illogical not to have such super-
vision. No satisfactory case is made for the justification of such a sweeping
proposal. No facts are adduced in support.

5ﬁ The lack of justificaiion is COmoounded by the fact that this bill makes no dis-
tinctions between corporations afd other organizations giving away their own funds

and those which give away monies obtained by solicitation from others (whether the

general public or segments thereof) or those who are administering funds provided

§:a
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under a trusteeship as it is commonly understood. Vie cannot see any ‘good reason

for additionTI supervision over the gifts ancd beneficences made by corporations,

associations |and individuals from their own resources, hor, frankly, what proper

1

L]

\
interest the‘Attorney General can have in such activities.
|

]
3

In the opiniﬁn of the Chamber, this measure goes far beyond reasonable and neces-
sary require&entsﬁ It applies to all kinds of corporations and organizations ‘
exempt from Federal income taxation under the Internal Revenue Code. Such organi-
zations must |already report to and comply with the requlations of the éommissioner -
of Internal Revenue with respect to their operations. To superimpose upon them_an
additional superv%sory authority in the person of the Attorney General is unneces-

sary duplication, and would harass such organizaticrs by requiring them to perform

unnecessary paper work. | . -

»

‘fhé bill requires,allﬁtrusiees to report periodically to the Attorney Genera) and

provides for public iﬁSpection of the reports so filed. While, in the main, the

1ar§e charitable foundations already make public disclosure.of their beneficiaries.
\ - .
there are many small charitable organizations and trusteeships for which such

disclosure céuld be harmful and even disastrous. It is difficult to see what
| ﬁ ' ‘
is to be.gaiﬁed by opening up to every Tom, Dick and Harry all the detailed opera-

‘tions of allicharitaﬁle trusts regardless of their size or nature.

The added supervisioé and paper work required are directly contrary to the objec-

v

tive of the BusinessiAdvisory Committee on Management and Improvement, which was
recently appointed by Governor Rockefeller to,cut down on paper work imposed by

the State .upon business.

\
Ve urge that this bill be disapproved.

Welles A. Gray, Director
Depar :ment of Governmental Affaire

WAG/ 5 f -
3 34/66 &0
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July 13, 1966

Mr. Richard E. Stewart . 4 E

First Assistanti Counsel
State Capitol

Albany, New York

Dear Mr. Stewart:

. - ‘ . . . .
My.colleague, Ed Smith, tells me that S.I. 4309 which deals with regulation
of charitable trusts falls under your.jurisdiction.

Y \ R .
I am enclosing a copy of a memorandum against the bill which we filed with
" legislative leaders shortly after the measure was introduced early in March.

=

Sincerely yours,

, i . ,
" Well Zfﬁz’/{’ {

A. Gray, Directo
Department of Governmental

F)

WAG/ 3 f

,. ) L
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..E'MPIRE‘STATI CHAMBER OF COMMERCE
18 PARK STREET, ALBANY, NEW YORK 12210

: MEMORANDUM IN OPPOSITION
| TO .
i A.I. 5582, Pr. 6128 Rules Com.

S.1. 4309, Pr. 4642 Rules Com.

AN ACT

’ To amend the personal property law and
the real property law, in relation to
implementing the state's supervision and
enforcement of certain charitable uses
and purposes.

..
'

This bill would amend the Personal Property Law and the Real Property Law so as to
¢ provide for| supervision by the Attorney Genéral of all "trustees" for charitable

purposes. Under the bill a "trustee" is defined so broaéiy that practically any

organizatiop or individgall(with certain limited exceptions) who holds and ad-

ministers p&operty for charitable purposes would be subject to such regulation.

The definition includes not only individuals administering property for charitable

L \
purposes udPer wills' or agreements, but also non-profit corporations organized for

such purpos%s.
|

_ The generalitenor of the bill and of the Attorney General's memorandum suggests

that, in t&e judgment of the Depaftment of Law, there is something wrong about the

operations @f charitable trusts and foundations. The memorandum is not clear as -

is based upon. It simply states in effect that it is logical

i < o

to'supervisg such a;tivities because it would be illogical not to have such super-

vision. No satiﬁfaétory case is made for the justification of such a sweeping )

proposal. No facts are adduced in support.

The lack of justification is compounded by' the fact that this bill makes no dis-
tinctionsvbetween corporations and other organizations giving away their own funds
and those’which\give away monies obtained by solicitation frorm others (whether the

general public or segments thereof) or those who are administering funds provided

430
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_ under a trusteeship as it is commonly understood. We cannot see any good reason
for additionJl supervision over the gifts anc beneficences made by corporations,
associations and individuals.from their own resources, nor, frankly, what proper

interest the Attorney General can have in such activities. . ¢

In the opiqioﬁ of the Chamber, this measure goes far beyond rea;pn;ble and neces-
sary requirements. It applies to all kinds of corporations and organizations
exempt from Federal income taxation under the Internal Revenue Code. Such organi-
zations must |already report to and comply with the regulations of the Commissioner
of Internal Revenue with respect to their operations. To superimpose upon them an
additional supervisory autiofity in the person of the Attorney Gene¥a1 is unneces-
sary duplication, and would barass such org;nizations by requiring them to perform

¢ unnecessary paper work.

The bill rquires all #rusﬁees to report periodically to the Attorney General and
provides for jpublic i&épection of the reports so filed. While, in the maih, the
large charitable. foundations already make public disclosure of their beneficiaries
there are many small charitable organizaiions and trusteeships for which such
disclosure could be harmful and even disastrous. It is difficult to ‘see what

is to be gained by opening up to every Tom, Dick and Harry all the detailed opera-

tions of all charitaﬁie trusts regardless of their size or nature.

The added supervisiopn and paper work required are directly contrary to the objec-
tive of the Business ;dvisory Committee on Management and Improvement, which was
‘recently appbinted by Governor Rockefeller to cut down on paper work imposed by

the State upon business.

e urge that this bill be disapproved.

Welles A. Gray, Director
Department of Governmental Affairs

/ .3

$)%e _ -
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! ’ July 14, 1966

{

I ]

g Dear Mr. Gray:

; Theak you for yeuxr latter of July 19, 1966 ia
'= oppesition to a bill (8. Iat. 4309, Pr. 5439) whish would
- , establish & charithble trust register.

m-‘,hmc&:c&vﬂa“h
your letter and memorandum will be most cavefully som-

sidexed !u;nt}bmaeum:hml.
Thauk you for your intsrest and ecurtssy im "
witing. .

Sincerely yours,

. Mrat Assistant Counsel

TRED
-

~
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UNITED STATES STEEL FOUNDATION., IN(_:.
: T 71 BRC ADWAY. NEW YORK 8 N Y

Di1uvBY 4 9000

) . July 13, 1966

Richard R. Stewart, Esg. {
First Assistant Counsel 1o the Govérnor . ’

State Capitol g
Albany, New York

Dear Mr. Stewart:
. Enclosed is a memorandum in opposition to a bill,

A.I. 5582, 's.I. 4309, which would regulate, supervise and require
o reporting with respect to certain charitable uses and purposes.

~

‘ The bill is so broad as to include United States Steel
Foundation, Inc., a foreigh foundation, which does not solicit funds,
has no benef1c1ar1es which can have any claim on its funds, is required
to file reports with Internal Revenue Service and information on all
of its activities is readily available to the public.

If this bill becomes law, than this Foundation will
become subjected to needless regulation, supervision, paper work, fees
and other costs.. It can-readily remedy this situation by removing
all of its activities outside New York and cease contrlbutlng‘to organi-
zations within New York.

It may be that some organizations require the controls
sought for in the bill but we have urged the legislators, without avail,
to amend it so as to exclude foreign charitable foundations. Because

of the failure to make this amendment, we respectfully ask that the bill
be vetoed.

Very truly yours, ¢

Enclosure
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UNITED STATES STEEL FOUNDATION, INC.

71 BROADWAY, NEW YORK. N Y 10006

b L

March 25, 1966

MEMORANDUM TN OPPOSITION )
TO
A.I. 5582, Pr. 6128 Rules Com. ¢ *
S.I. I+3o9, Pr. l+61+2 Rules Com.

’
AN ACT

To emend the personal property law and
the real property law, in relation to
implementing the state's supervision and
enforcement of certain charitable uses
and purposes

The above- ca?tioned bill proposes to amerld both the persorsl property

1aw and the real property law so as to implement "the sbate s supervision and

,enforcement of certain charitable uses and purposes.” This is to be accomplished

by requiring any "trustee", including any nonprofit corporation, administering

‘property for charitable purposes to register with the Attorney Generél and there-

after to file periodic reports along with the payment-of‘féés.

Certain educational, religious gnd other nonﬁrofit organizations are
éxempt under the bill but not charitable foundations. 'A honprofit charitable
foundation organized in New York or one organized outside New York. but doing
business or ho{Sing ﬁroperfy in the state would be suﬁjectéd’to the pfovisions
of.the bill. This memﬁrandum 1s submitted in opposiéion to the inclusion of
charitable foundations organized undef’the laws of other states.

ﬁnited States Steel %oundation, Inc. is a nonprofit mémbership corpora-
tion founded under the laws of Delaware. The purpose of the Foundation 1s to

£ .
provide sﬁpport in a planned and balanced manner for educational, scientifie,

I NDEX NO. 451625/2020
RECEI VED NYSCEF: 07/13/2022
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charitable, civic, cultural, and medical-health needs and to a;sist in meet#ng’
these'hhd other hajor comﬁunity and national problems thréugh suppert of selected
[ﬂ organizations and projects. United States Steel Cdrporation and certain of its
ﬁ\fzybsidiaries have been the sole contributors to the Foundation and funds not
. disbur§ed are invested exclusively in government securities, certificates of
dgpasit and time deposits. The Foundation is an exempt organization under the.
' provisions of the Internal Revenue Code. It is required £6 file annual returns

.

with the Internal Revenue Service and to maintain its exempt status must comply
with the proviéioné of the Internal RevenueﬂCode.
' | ' The opening paragraph of the Attorney General's memorandum in support
of the bill states that the Attorney General is charged with the duty to enforce

- ;
gifts, grants, devises or beguests for charitable purposes aqﬂ that the duty to
epforce includes the duty to supervise. With respect to Uni;ed States Steel
Foundation, Inc., that argument is untenable. ' The trustees éf the United States
Steel Foundation, Inc. have the sole discretion to determine who the beneficiaries
afe to be and to what extent. No funds are segregated for any particular organiza-
tion nor does any particulér organization have any enforceable claim upon them.
The Attorney General's ﬁemorandum states no positive arguments for including
charitable foundations. The only arguments made are negative arguments and these

are no arguménts at all.

In a case of a nonprofit foreign corporation such as United States Steel
- #

Foundation, Inc., the proposed bill would require it to be supervised, regulated,
to file reports and to pay'fees if it did business or held property in the state.
The effect of the proposed bill would be to deter nonprofit foreign corporations

-

from doing business or owning property in the state or to discourage nonprofit

¥ _ B S
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corporatioﬂs from haviné officers or zmployesus in the state.

‘ ?Pe proposed fees arc based on net worth (not definedvtn the bill) but
tﬁerevis no prov}sion for the allocation of net worth. Thus the fee would be
required to be pald on the net worth of property evun when located outside New

York. Th;s is ob%ious;y unfair and perhaps even illegal. Furthermore, the bill
provide; for amendments to both the personal property and real property laws and = -
each amendment to these laws provides for the regiétratipn, filing of reports and
the payment of %ees without any mutual exclusion. As a result ft is Uﬂsertain

vhether the minimum and maximum fees are $10 or $20, or $250 or $500.

: The %oposed bill provides that coples of the féports for thé Atfbrney
General‘sh;zzﬂig\zkév for public inspection. Similar information i; already open
for publié inspectidn because Federal Form 990-A is now available to the ﬁublic
and the public also_has available to 1t the same infﬁrmatiog at the Foundations
‘Library Center.

‘TOur general concern is that the cost of comrliance; paper work, and fees
prsposed gy this bill would be followed by other sq?tes which 1n many areas have
followed the lead of New Ybfk. If this happened, then a ;ubstantial portion
of the moﬁies intended for Qorthy purposes woul& be diverted. -Also there 1s no
guarantee th:t the fees to be extracted under this bill will not be increased in
the future both in New York and elsewhere. It is difficult to understand why
New York, which is trying to improve 1ts overall business élimate, proposes to
deter and discourage foundations. This 1s contrary to the very purpose of the
Business Advisory Committees. on Management Improvement recently appointed by the
Governor for the purpose of cutting down needless bureaucratic reqﬁirements.

It 1s respectfully submitted that the proposed bill be amendeg to exclude

forelgn charitable foundations.
R spectgﬁlly submitted,

o
- C [ /. /\fl;
W. L. Hearne
Tax Counsel

L A,




{4

(FTCED._NEW YORK COUNTY CLERK 077137/ 2022 04:55 PM | NDEX NO. 451625/ 2020
INYSCEF DOC. NO. 758 - ‘ : ' ' 'RECEI VED NYSCEF: 07/13/2022

*\

w4

July 14, 1966

W. L. Hearme, Esq.
Tax Gmol : .
Uniud States Steel Foundation, Inc. - ' T
71 kad-y ‘
' Hew York, Hew Yott 10006

Dear Mr. Sisarne:

§
Thank you for your ];ettcr of July 13, 1966
in oppositiom toia bill (S. Int. 4309, Pr. 5493)

would uubulh a cluritable trust togum

prag

- '. You nly hc sure thet the views oxpro.ﬂd 1=
youx lctur and wemorandum will be most emfnlly com-
sidtrcd before the Covernor acts upom the bill,

Thank you for your interest and couresy ia

| Sinetrtly yours,
> . . Richard £. Stewsrt
o - First Assistant Counsel ' v
RES :mls ' '

s
[ BCA Tl
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CHRGAN.ZID 18023 .
ST ANDREW'S SOCIETY
. 150 WASHINGTON AVENUE 3545 State Streel
ALBANY. N.Y. Albany, New York
July 13, 19C6
Mro nichard E. Ulewart '
Firot Assislant Connsel
s State Gapitol
Al gy, Hiew Yurk . .
1 -
L Dear M. "Jﬁurt:
R | [
i
hio Lotter o dn terenee o oaa e 4200, Pr.o 493 which deals with charitable
. £
trusts and thondations.  We at o 1. Andrew's are very much concerned as to -
. whuether or ndl this ceasure 1o inlended 1o apply Lo organizations such as ours.
Atter readineg the cxception b gersection oy, page 2, subparagraph (vi), we
conslyae Yty aw intepding Lo exeepl {ron tre provisions of the act such or- %
ganizations s the S, Andrew's Sociciy.  bow-ver, we were not chartered by e
Vhe stoard ol dwegents,y 1ot were o arterad in 1-70°1 by special act of the Legisla-
Lure, long boelore such ot arter ey wes andder s aken oy the Board of Regents. Ve |
- - . . v : « !
are not the only orquritzation e 'his category.  ihere aregnany others with special |
charbers including Toe St Aredrew's Society of Hew York and various other long-
standing crganizationy taving corbined fraternal and charitable purposes.
PEoour veading ol this Langpea e 1o correcl, Lhis suggests a flaw in this bill
whiicoto wonld warrant wveto witt tlhe pecommenddation tre measurc be redrafted to
ko Tl neceuuary correction. .-

P4l
For your intormation ot bogdd thal the St Andrew's Society was organized
intornal by o Lwidy (und crartered in 1+21) as a L nevolent and sociable organi-
zation tor Geololmen and persons of Scotuish, descent.  Among its purposes are .
Lhe giving of relict to dndigent Scetciaen and, since there are relatively few
Cathiy Inoreconl yeary e bave saede D ibelal contributions to the Community Chest
and other charitablegparposes in the Aibany area. (1 might say, however, that
[rom time to time we do fave one ot two indigent’ pensioners.) We have a scholar-
ship progran in whicly aid 1u granted to colleyge students of Scottish descent.
Ve are about Lo pledge woney o the Albany Medical Center and to ihe Memorial
Hospital to crdow roans in the aew wings in each of these facilities. This
will give yeu wome idoa of what we ao in ctrarity. Since our purpose is also
social anrd traternal (el even Lo sone degree a historical society--we have
quite a Liabrary) | feel trat we woild fall under the same type of exggion
given to woclh vrganization, crtarte o by lhe Utate Board of kegents.
In circumntunees, wettope tat 1o bill will be disapproved with recomwnendation
for redratting. :

) ‘ Sincerely yours,

S S F
/ 'Z(&.(c( Ltay
#11és A. Cray -
President




(FTLED. _REW YORK COUNTY CLERK 0771372022 04.55 PM | NDEX NQ. 451625/ 2020
NYSCEF DOC. NO. 758 \ . ) RECEI VED NYSCEF: 07/13/2022

NEW YORK STATE CATHOLIC WELFARE COMMITTEE

Office of the Secretary . 100 State Street . Albany 7, New York

March 19,1966

H " ) . 4.:') e 7‘
. * : ) " o
Hon. John Hughes, Chairman - '
Senate Judqciary,Committee . '\\_’/,7

Hon. Antho&y Travia,Chairman .
Assembly: Rules Committee

Rh S.Int 4309§Pr 4642; Rules
A.Int 5582(Pr.6128) Rules
relating to the supervision
ot charitable trusts.

Gentlemen?

The above numbered bill ,now pending in your
respective Fommlttees,|1s presented to the Leglslature by the
Attorney-General as a!proposal for the supervison and
regulatlon pf charitable trusts,uses and puroses. An earlier
version of this bill was the subJect of public hearing in
December at|which our Committee appeared.

|

|

The présent bill has corrected many of the
defects to’'be found in the earlier version. However, there remains
one aspect of the bill which we believe should be corrected

The exemption language provided in.§ 12-b (2) is adequate to
cover propetty held by religious corporations and organizations,
5 but it is: not sufficient to cover the ownership for the same

purposes byla clergman, usually a member of the hierarchy.
Where a gift is made for such purposes to the Bishop of a

. Diocese title may vest in him and tHis ownership would not
come within!the 1anguage of the bill. We note that this
situation was covered in the earlier version:. (see A.Int4075
Pr. 4169, page 2, line 18-19 ). We urge that this situation
be covered by the present bill by the addition of the following
language: | % . '

.  Add to sh“ifj-di'\zisi,on, 2 of Section 12-b and tn sub-division

2 of Section 113-a}.-a new separately numbered clause which ’
could be clausc (1\) and which could create an additional

exclusion along”the llnes of the exclusion in A.Int 4075 above
reicrred to |° -

" any person who, in his capacity as an officer, &

director or trustee of any corporation or

organization_ mentioned in this sub-division,holds
property fof\rellglous 'educational or charitable
purposes. -
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RE- S.1lnt 4309
amendments for the bill because the printed copies of
the bill are not yet available. This may be done from the
aboye paragraphs.

We believe that this minor,technical
change ‘will be of great importance to us in the years
ahedd. With except1on of the change we have no other
comment or criticism to make of the bill.

\ - ' We have not been able to prepare the
{

!

i

|

|

|

|

!

|

Respectfully submitted,

‘ o ' N.Y.S. Catholic Welfare Committee

by M ﬁml

cn;Attoiney~General
Counsel to Governor

RECEI VED NYSCEF:
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