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A Unique Operating Arrangement
The Seventh-day Adventist Church operates under a unique arrangement involving two entities: the unincorporated ecclesiastical body (the Union, Conference/ Mission/Field) and the nonprofit corporation (the Association or Corporation).  In the history of our church organization, the Association or Corporation was originally established for the limited purposes of holding legal title to church property and receiving gifts and bequests from church members.  In actual practice, the nonprofit legal corporation acts to implement certain legal objectives of the unincorporated ecclesiastical body.
History of the Legal Organization
It was not until 1860 that Seventh-day Adventists voted to establish a legal organization. Many of the church pioneers were fearful of organizing because it was equated with becoming like the world.  The young church was occupied with the challenge of proclaiming rediscovered truths and the establishment of its work in many places.  There were a few leaders who realized that in order for the church to fulfill its spiritual mission it must also find a way to effectively function in the secular world.

During the developmental period of the church, the legal titles to the church facilities were held by individual church members.  They soon discovered that this was a mistake when several problems developed.  In one instance, a church in Cincinnati, Ohio, was converted into a vinegar establishment by the individual who held the title.  In another instance in1860, the church lost possession of two meetinghouses.  These incidents prompted James White to publish a series of articles in the Review urging church leaders to find a more stable method for holding title of church property.  A debate raged for several months between those who were in favor and those who were against establishing a legal organization.
Finally, in the historic Battle Creek Conference held from September 29 to October 1, 1860, the delegates agreed on a unique but functional arrangement initially proposed by J. N. Andrews.  They voted to select a few men to form a “legally incorporated business association” for holding title to church properties and for receiving bequests from church members.  Thus, the term “association” was born.  The first church corporation established was the Review and Herald Publishing Association.  Incidentally, the name “Seventh-day Adventists” was also voted on the same day.

The Corporate Legal Entity

The Seventh-day Adventist Church Manual states (p. 275), “It is the general plan not to incorporate or register regular denominational organizations unless required by law.  In order to safeguard denominational property, it is necessary to have the title vested in a corporation created by the Conference organization, according to the laws governing in the locality where the property is located.  Title to all local church properties should be held by the conference corporations.  When properties are acquired for the use of local churches or conference organizations, the title should be held by the corporate organizations.”
For this reason, the church has since then operated two distinct legal entities we currently see under the present structure.  The evangelistic work and other religious functions of the church are carried on by the conference as an unincorporated body.  Certain specific functions (such as holding legal title to property and accepting donations and bequests) which are rightfully performed by a corporation, are carried on by the Association/Corporation as a legal body.
The Corporate Structure

1. Membership.  The membership or constituency of the Corporation may be the delegates to the conference/mission/field meeting. Sometimes it is the members of the Conference/Mission/Field Executive Committee and Board of Directors.  These members act as “shareholders” of the Corporation in electing the board of directors and voting on the Articles of Incorporation and the Bylaws of the Corporation.
2. Board of Directors.  The activities of the Corporation are decided upon and managed by its board of directors.  The board of directors appoints committees, review and approves transactions, and ensures that the policies and programs of the conference carried out by the Corporation are within specific area of authority.  In some cases it may also appoint the corporate officers.

3. Committees.  Various committees with specialized functions are usually created and empowered by the Board of Directors to act on its behalf along well-defined guidelines and policies established by the board.  For Trust Services, these committees include the Trust Committee, the Education Committee, and the Marketing Committee, to name the more important ones.

4. Officers.  The officers of the Corporation may be elected by the board of directors or by the Corporation constituency.  The Director of Trust Services Department is often designated as the secretary of the Corporation, with another individual designated as Corporation treasurer.  Furthermore, the Director of Trust Services may be a vice president of the Corporation.

Corporate Functions
1. Corporate Affairs.  The Corporation holds the legal title to all of the property of the conference/mission/field, the churches, the schools, and other church facilities and institutions which are owned and controlled by the conference and its subsidiary units.  In some conferences, the investment functions of the conference are carried out by the Corporation.
2. Trust Services.  The Corporation is also responsible for conducting the Planned Giving & Trust Services program and activities.  This typically involves the promotion and development of wills and outright gifts (and trusts where applicable), estate administration and other necessary or incidental activities.
The typical functional relationship between the Corporation and Trust Services is illustrated in the following diagram:
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Figure 3-1
Corporation Procedures

1. Notice of Meetings.  Typically, the Corporation bylaws provide that notices of regular and special meetings of the membership and the board of directors be given by the Corporation secretary.  The notice contains the date, time and place of the meeting.  The bylaws specify the minimum period when the notices must be sent to all the members or directors prior to the meeting.
2. Corporation Minutes.  In many instances, the Director of Planned Giving & Trust Services also serves as the Corporation secretary and is, therefore, responsible for recording the actions of the board of directors or the membership.  It is important that an accurate record of the decisions made by the board be kept by the secretary.  Since the minutes are the legal record of the Corporation’s proceedings, care should be taken to make the minutes clear, concise, complete, and accurate, using simple unambiguous language.

A. Record of Attendance.  The minutes should include a record of the members who were present, the ones who were absent, and those who were present as invitees.  The minutes are legal evidence of what took place at the meetings and may be used in court as evidence.

B. Recording Resolutions.  The minutes generally omit the names of proposers and seconders of motions, although in some cases it may be advisable to show who introduced the proposition.  In most cases, it is not necessary to list the names of those voting for or against a proposition unless statute, charter, or bylaws require it.  Where a special request is made for recording a minority’s dissenting votes, these entries should be made by the secretary.

It is advisable to indicate in the minutes that a director personally interested in a particular transaction did not vote, or left the room.  For matters of great importance, such as sales of the Corporation’s property, consolidations, and like transactions, the exact wording of resolutions, the names of the proposers and seconders of the motions, and the names of those voting for or against should be recorded. Check the provisions of local statues on these matters.
C. Recording Discussions.  Occasionally, comments are inserted which are not usually included in the minutes but which may explain statements and decisions.  If necessary, the secretary should ask for a formal wording of the proposition at the meeting so that the minutes accurately reflect the action of the meeting.

Generally, arguments on particular questions and discussions that take place at meetings are not made a part of the record, unless some member specifically requests that his or her view be made a matter of record.  Frequently, however, it is advisable to include an explanatory statement of the resolution or motion in order to clarify the proposal.  Where this is necessary, the statement might well become a part of the resolution by being included in the preamble under the “whereas” clauses.  The secretary should not hesitate to record in the minutes an explanation for a particular vote.

Many secretaries err on the side of brevity in preparing minutes.  The practice followed by some secretaries is to report fully the proceedings at committee meetings, giving detailed accounts of discussions and limiting the minutes of directors’ meetings to a record of the motions and resolutions upon which action has been taken.  Others, however, include in the minutes of the directors’ meetings considerable material explaining the resolutions.  This not only serves to interpret the resolutions but may also help to refresh the memory of directors on points of fact that may become the subject of future litigation.  More detailed minutes may also eliminate future misunderstandings on the meaning of a specific resolution.
D. Matters Requiring Board Action.  Some of the matters which require board action and recordation in the Corporation minutes are the following:

Sale of corporate assets

Sale of irrevocable trust assets

Investments

Sale and purchase of real property

Opening of bank or savings and loan accounts

Distribution of matured trusts

Acceptance of gifts and bequests

Among those items which may be assigned to the Trust Committee by the board are:

Acceptance of new trusts

Amendments to trusts

Return of trust assets to trustors

Revocation of trusts

E. Indexing of Actions.  When the minutes are recorded in the permanent record book, it is appropriate to number each action taken, such as10-1, 10-2, etc.  10 indicates that it is a year 2010 action; the 1 and 2 indicate the first and second recorded actions in 2010.

It is suggested that each action be indexed alphabetically, by action number and by page number, as follows:

Action Title



Action No.

Page No.
Smith, Lucy—Gift


  10-01

  1-01

Windsor, Ortha—Bequest
  10-02

  1-02

Vernon, Mary—Gift   
  
  10-03

  2-01
The minutes must be signed by the chairman and the secretary prior to inclusion in the permanent records.

It is further suggested that copies of the minutes be mailed to each member of the board of directors as soon as possible following the board meeting.

F. Format.  The Corporate Secretary’s Handbook (Prentice Hall) recommends the following format for typing the minutes:

(1)
Leave a 1½-inch margin on the left side of the odd-numbered (right-hand) pages and a 1½-inch margin on the right side of the even-numbered (left-hand) pages; leave a 1-inch margin on the other three sides of all pages.

(2)
Fully capitalize and center the heading designating the meeting.

(3)
Indent paragraphs ten spaces.

(4)
Indent lists of attending directors and absentees, and all similar lists 15 spaces.

(5)
Double-space the main text of the minutes.

(6)
Double-space between paragraphs.

(7)
For the text of the resolution, indent ten spaces and single-space.

(8)
Capitalize the word “Corporation” when it refers to the organization whose meeting is being reported; capitalize “Board of Directors” in this manner when reference is made to the specific corporation board.

(9)
Make marginal captions in full capital letters.

(10)
In resolutions, fully capitalize the words “WHEREAS” and “RESOLVED” and follow each with a comma; capitalize the initial letter of “That” when used to begin a statement under “RESOLVED.”

(11)
Write sums of money first in words, then in figures in parentheses.

The Church Organization As Trustee
1. The Position of Trustee

We employ the term “Trustee” as applied to the SDA Church or any of its organizations or institutions to signify the fiduciary character of being recipient of charitable gifts from members and other parties. Any organization of the church may validly become a trustee, donee, or beneficiary of assets conveyed when it is registered as a legal association or corporation.  
The position of Trustee is a great responsibility that must be taken seriously.  The belief that property is a sacred trust bears upon a trustee the expectation that the management of assets now in the possession of the church organization must be done with care, skill, prudence, and diligence.  Failure to do so may expose the organization to a breach of fiduciary duties.

2. Requirements for the Church Organization to Become a Trustee

There are several considerations to be made before the organization becomes involved in the administration of any legal document in relation to the owners of assets for conveyance to the church.  These requirements include the following:
A) Determine if there is a charitable intent in the proposed transaction with the organization.

B) Do/does the donor(s) have a need for a legal document, and does it fulfill his or her objectives, welfare, and desires?

C) Is the Corporation capable or equipped to provide the services needed?  

D) The legal document should:

A. Comply with the requisites and conditions of local statutes. 

B. Be executed and administered in keeping with standard procedure.  (Chapter 11)
C. Not violate denominational policies.  (Chapter 20)

3. Details for Review Before Being Involved As Trustee

Before creating the legal documents to further charitable giving, the church organization should review the basic details and evaluate the following factors:

A) The personal needs of the donor(s):  Consider the age(s) and health of the donor(s).

B) The value of the estate: Determine if the donor’s(s’) estate is of sufficient value to warrant the effort and attention required in serving as trustee.

C) The complexity of the estate: Determine whether the degree of complexity of the estate will impose serious managerial problems for the trustee.

D) The type of assets: Consideration should be given to the types of assets to be placed in trust.  
4. Trustee’s Standard of Care

The trustee-beneficiary shall hold its position and administer its work according to best practices currently known and in place.  

When investing, reinvesting, exchanging, selling, and managing the property conveyed, the trustee shall act with the care, skill, prudence, and diligence under the circumstances then prevailing, considering the general economic conditions and the anticipated needs of the beneficiaries of such property. 
A trustee’s standard of care and performance in administering the trust is not normally affected by whether or not the trustee receives any compensation.

5. Trustee Responsibility

The duties, powers, and liabilities of the trustee are complex and must not be entered into without adequate preparation.

The trustee should:

A) Give careful consideration to the problems involved in the care and administration of property;

B) Obtain the best legal counsel possible to draft the instrument for acquiring or conveying such property;

C) Establish efficient procedures for accounting, filing, and record keeping; and

D) Approach the office of trustee with full awareness of the duties and potential liabilities that the trustee must assume.

With these guidelines in mind, the trustee may be prepared to approach the fiduciary relationship intelligibly and perform responsibilities in such a way that the beneficiary organization may be as fully protected and benefited as possible.
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