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Be it enacted by the People of the State of Maine as follows: 
2 

Sec. 1. 13·B MRSA c.l0-A is enacted to read: 
4 

6 CI:IAPTER 10-A 

8 TRANSFER. RESTRUCTURING OR CONV];RSIQN OF 

10 NONPROFIT CORPORATION 

12 §1051. Application 

14 This chapter applies tQ~~~_J;,ra1!sfer '-_ res_tructuriJill ____ ~:( 
conversion of any nonprofit corporation, whether established 

16 throu9h-_~~ecial act of the L!lg.iJ?Mture or under the ~neral 

laws of the State L and is in pQ9ition to arlY-review_L~na)ysis or 
18 approval required by law. 

20 §1052~ __ Prior consent from Attorney General; nQtice; decision 

22 1. Prior consent from Attorney General. A nOnQrofit 
corporation that intends to _ transfeL. restructure or _Gonver,j;,_ its 

24 activities in conjunction with for-profit activities sJJ,alJ~obtaiIl 

written_.~onsent __ [L<illL_ .. tJ}~. Attorn~.QStne.r...QLbefQ-re ent~rin~to 

26 any agreement OJ' transaction .. to: 

2 8 A . Se 11 L trans fer, ___ -..JJ?.ii.$sL, e x chan9.!h..-.~.Q~ __ ~Q1!ye Y.<. 

r.e..structure or con:veLL_~otJLe.L',>Lise dj_~~~L~~2,-2....SetJLJ~Q 

30 a for-profit. corpor.atjJ:Jn or entity or to a mutual bene.Jit 
cO..1]2.oration-px_ entity when a material amOuIl~~he ___ p.sJ?_e.t....~ 

32 pf the normrof it CO£Jlli-r:.Q.tion are invol veJL __ Q.L_--",i :LL __ be 
involved in the agreement or_J;,Lansachio~9~ 

34 
B. Transfer control.L __ .. responsibili~r govern.pnc.fL_~_Q 

36 material amount of the assets, operatiOnS or business of the 
nonprofit corporation to __ SL......(pr-profit corporation or entit.y 

3 8 Qr. __ t 0 a mu t 1J~~~J;.le f i L.Q.Q..:(QQL<;J, t iQJLo r __ ~Ilt iJ;,.,y". 

40 ~ ___ J9:9tic~ __ t2-_httorne..Y_G.eneral...L~~ilCe of P:cQPO§Q1.L_A 
norm..rofit corporatism shall. ~:ve written. notice to the Attor.n_ElY 

42 General at lea$J~_--.2.Q __ Q~_ befo..r~i t _.9.e11s, t.ransfersL_l~asel?_L 

exchanges, options, conV~L- conV~r_h$-1-_giVe.~_ merg~.~QL~~herw.L:;;J'!. 

44 ~es of its as~ets. The nonprofit corporation shall su:Qrnit 
.wJ th the notic~ a copy of the ..nroposed ggreeIllenL.or--li~m9..flction 

46 _required ~.~ction 1053. Withi.n 5. wo.r;king __ days-.QL-.9..@JDitti1!9 
the notice and the proposed ~ement~_transacti.on ___ t9 __ -tn.G 

48 Attorney General, the nonprofi t corporati9~l;t~publi§'!L __ at 
.least once a week for 3 sucGessive weeksL-. a notice of the_ 

50 proposed agreement or transaction in a form approved by the 
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Attorney General in newspapers of general circulation in the 
2 affected communities in the nonprofit corporation's service area. 

4 3. Decision of Attorney General. Wi thin 90 days of the 
~eceipt of the written notice required by subsection 2, the 

6 Attorney General shall notify the nonprofit corporation in 
writing of the decision to app.rove or disapprove the proposed 

8 agreement or transaction. The Attorney General may extend this 
period for an additional 60 days. 

10 
SIOS3. Proposed agreement or transaction 

12 
Before approving a proposed agreement or transaction, the 

14 Attorney General shall find that: 

16 

18 

20 

1. Terms and conditions. The terms and condi tions of the 
proposed~reement or transaction are fair and reasonable to the 
citize~ ___ Qf the State, the public, 
reci.pients of services, the subscribers 
nonprofit corporation, and the nonprofit 

recipients anq potential 
and policyholders of the 
corporation; 

22 2. Public interest. The proposed agreement or transaction 
is in the public interest. A proposed agreement or transaction 

24 is notin the public interest unles§ appropriate steps have been 
taken to safeguard the value of_~~gritable assets and ensure that 

26 any pro,C,eed§ of the transaction are irrevocably dedicated to 
charitable purposes; 

28 

30 

32 

3. Private 
does not result 
including stock 
private benefits; 

benefits,~~~~osed agreement or transaction 
in inurement to an-Y,_p..rJvate person or entity, 
options, agreem~nts not to compete _and other 

34 4. Availability of ser"l(ice~-"---The-12.K.9pos~agreement or 
transaction does not create or have the likelihood of creating~ 

36 adverse ,gffect on the availability of services provicled by the 
nonprofit corporation to the affected community and sufficient 

38 safeguar,ds are included to ensure that the affected communiJ:Lha.li 
continued access to those services; 

40 
5. Due .diligence. The nonprofit co~ration submitting the 

42 proposed agreement or transaction used due diligence in selecting 
the for-profit corporation or entity .or mutual benefit 

44 corporation or entity and negotiating the terms and conditions of 
.the transaction when decid.ing to sell, lease, transfer, exchaI!g!l....L. 

46 optio~onvey, convert, give, merge or similarly dispose of its 
assets; 

48 
6. Charitable trust value. A charitable trust is set aside 

50 equal to the fair market value of the nonprofit corporation. 
Fair market value is determined at the time of conversion as if 
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it had vo t i ng s to c k 0 u t s t q!LQ.Ll1g--.9J19.~QQ°:LQL_it.~_.9 t9_c...L.~~x.~ __ f.LE)i0-y 
2 transferable and aVi;l.ilable for--ll1lrchas~i thQ1J.j;._ ... _re~tri~tionh 

Consideration must be given to market_._.valuL_...LIlve_§Ltln.e.n.h.._Q£ 
4 5' ar ni ng s val ue-<.-.!le t_9~s e t .-Y£I1,l~_aIl,g_a_ con t r Q.L.J?J;:S''-.rnJ um-L_.j,~IUT_, 

The AttorneX'- General may ~Illi t ___ al~..L_Q..-l?..QLtion_.Q.L~@ 
6 consideration conveyed to the charitable oLganizatiQn_to_.Q.Q.ll..Qi.9t 

of stock of the for-profit corporatio~ 
8 

7. Charitable trust distribution. The charitable trust 
10 distr ibution must be dedicated_. to an existi® .. .QL...l).e1.oL. tax_-::~_\lli!J?_t 

charitable organization operating pursuant to the Ln.t e..r_u a I 
12 Revenue Code, Section 501 (c) ( 3J.L 

14 8. Independent charitable trust recipients. Each nonpLQLLt 
chari table corporation recei'lin.9.-. .JJlSL..._chari tabl~s~j;,J?L ___ its 

16 directors, officers anL.staff shall remain ind§!pendenj; .... Qf._tll~ 
for-P.Lofi t or stock compa11Y-or~utual benefi t.~.1:l2-QLatioILan<Li t~f>. 

18 affiliates. A perSQR who is an officer ..... director or staCL..l@mlL!;L( 
of the nonprofit corporation submitting the plan, at the time th~ 

20 plan is submitted or at the time of _.the .-9~emenL_QX~IgIl"'§.Qction 
or thereaft~r, may not be an officer, girector or staff member of 

22 .tJle._nonprofit charitablg __ ~QJ;-£QJ'ation r.~_ceiving_the __ Q..I1.Q.Lit.able 
assets. A dire.ctor, officer L.gqen~.L_§u:npJ.Qy~e of the ItQJlprof i t 

24 co~rat~ submitting the plan or the nonprofit charita~le. 

corporation receiving the charitable assets may not ~efit 
26 directly or indirectly from ~greement. or transaction;. 

28 9. Conflict of intEr~:-est..",--__ The __ nOIl,prof i t c.har i tab,lg 
(:.Qx.:poration receiving the char.i.h.Qble __ ass~ts_§halL .... _~stabli_9JJ 

30 mechanisms to avoid conflict.§_.of interest 9nd to prohi:pit -f{Li3,n.tS 
1;)enefiting the board of directors and management and gL<;mts. 

32 benefiting th~---.iQ1:..=llofi_t._.Q...orporation or entitr 01' mutual bene.fit 
corporation or entity; 

34 
10. Continuation of pur,poses 0 Tn~~g,L;i tab..l.~._mi.ssJ_<2.l1_.fmQ 

36 .<JLQnt functions of the Ch.f:!1:i.t.able __ .corporation receiv:.W-Z_ the. 
charitable t:cust assets shall .. J~.~_L'LEL. the same ~'£pos~.9_s_t.h~ 

38 ILQIl.,profit cQrporatiruL.p..r.ioLto the_..tra.nsacti.Q_IlLanQ 

40 11_0_ Annual_ report •. __ .1'.h.~harital;>.l~Qrporati.Jm_XE).Q~iyjJlg 
the _.Qharitable assets shall submit to the Atto.rn~y Gener;.9_:L __ Qn 

42 annual report of its graIl,t......£Ild other chari tg,bltL_ .. _2.C_U vjJ::j,es 
related to i t§ use of the charitable as.li~J;.~_~_ce.Lye~ __ 1'.b._f;L...iillAual 

44 report must be made available to th~lblic at th.e offi.ce~:L . .t.pe 
Attorney General and the office of the nonprofit charitable 

46 corporation by July 1st each yeaI'. 

48 .§1054 0 Review and evaluation of pr.Qpo:sed agreement or transaction 

50 1. Assistance. In reviewing and evaluating whetheL the 
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~osed agreement or transC).ct . .!.on __ IDl33ts __ tl1e --.r_Eill.uirement~ 
2 pection 1053, the Att9rney Ge»~ra1-~ay: 

4 

6 

A. Contract with, consult and receive 
.Q,QS.l~ on terms and conditions that 
determines appropriate; and 

advice from any state 
the Attorney General 

8 B. Contract with experts or consultants to assist in 
reviewing the proposed a--9reement or transaction when 

10 reasonable and necessa~ 

12 2. Contract. costs. ~9ntract costs may not exceed an amount 
necessary to conduct the review and evaluation. The Attorney 

14 General ma~l~ the nonprofit Qorporation submittin9--tbe 
J2LQPosed plan an assessment fee to pay the cost of expert 

16 consultants ~ire~help review public penefit and charitable 
trust proposals and to assess the fair market value of the 

18 charitable assets. 

20 3. Cooperation. The Attorney General may cooperate with 
state officials.._re.Q..Ponsible for reviewL_.~.palysis or approval of 

22 the transfer, re~tructuring or conversion required by law to 
avoid unnecessary duplication of review, reports and public 

24 hearings. 

26 Sl055. Publi~rticipation 

28 L Public hearing. No later than 45 ~ after the 
Attorney General has received notice from the nonprofit 

30 ~or..JlQ..L.atio1l.~nder ... ~.Q.tion --.1.Q~_ subsection 2, the_Attorney 
General shall hold at. __ learr....on.JL...£ublic hearin..9...-..iJl the service 

32 area of .t.lliL nonprofit corporation. The number of .l2.lJ..:Q.li~ hearing§. 
h~must~~Q.J?ond _to_...J;,he. SizEL. of the community in the 

34 !l9nprofit. corporation's service area and the nature and value of 
th~~ement or transac_tion. 

36 

2. Notice. At least 21 d~s before th~blic h~aring, the 
38 Attorney_~eral .1illall _provide written notice of the time and 

plac~ of .. the._heari.illl through pUblication in one or more 
40 newspapers of general circulation in the affected communi ties. 

The Attorney General shq.lJ. __ provide notice to the county 
42 s::ommilisiQlliH.S in which the nonprofit corporation is located. The 

Attorney General shall .. Jdent..ify--and provide notice to additional 
44 ..stakeholders.QLjnter:.ested parties. 

46 l. Additional information and witnesses. The Attorney 
General may subpoena additional information or witnesses, require 

48 and. administer oaths and require sworn statements at any time 
before making a decision_on an application. 
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2 4. Public access to records. The Attorney General shall 
provide access to nonconfidential, public records concern~the 

4 proposed agreement or transaction at no cost to ~h~~blic at the 
office of Attorney General and the office of the nonprofit 

6 ~JLrporation. 

8 5. Costs of notice and access. The Attorney General~~ 
charge a nonprofit corporation for the costs of providing notice 

10 to the public and reasonable access to records relating to the 
Q£Q£9sed agreement or transaction of the nonprofit corporation. 

12 
§1056. Charitable trust obligation 

14 
1. Charitable trust obligation; conversion. Any nonprofit 

16 corporation that converts into a mutual benefit corporqtion or 
entity retains a charitable trust obligation t~eserv~its 

18 assets for charitable purposes. The obUgati~on must ~i_~ 
time the mutual bellefit corporation or ent..itL_enters_i:t:L~Q_iE! 

20 agreement or transaction with a for-profit corporation or 
otherwise generates sufficient funds to fulfill its char.i.table~ 

22 trust obligation. The fair market value of the nonprofit 
corporation on the date o:( __ conve..r~i_Qll~Q_£..~t\!al~Il~~jj;: 

24 corporation or entity augmented M_~increase in ~ vaLue ~Lthe 
mutual benefit cor..,poration or entity attributable to the use of 

26 the charitable trust assets 9r t~ . .it.J;LJrior status as an 
nonprofit corporation, is the basis for the valuation of the 

28 trust obligation, under section 1053, 

30 2. Charitable trust oblic.:@tion; agreement Qr transaction. 
A mut_ual benefit corporation or entity that enters into any 

32 Qg£ee~n~or transaction with a nonprofit coq;)Q.ratiolL~~Quires 

and retains a charitable trust oblig?tion to preserve the assets 
34 of. the nonprofit corporation for charitabl~rpos~ __ The 

obligation must be paidj;my time the mutual benefit _~QffiJ2any 
36 enters into an agreement or transaction with a for--profit 

corporation. The fair market value of the nQ1!E--~of~coq)or_ation 

38 on the date of conversion to a mutual benefit corporation or 
entity alliJITlented by any increase ill valy.e of the mutual benefit 

40 corporation or entity attributable to the use of the char:j.taple 
trust assets or~ to its prior status as i;l. nO@.Iofit corporatij:m~~is 

42 the basis for the valuation of the trust obligation under section 
~053 . 

44 
3. Agreement to demutualize. When the mutual benefit 

46 corporation or entity enters into an agreement or transaction to 
demutualize, it shall submit to the Attorney General an asset 

48 distribution plan to fulfill its charitable Obligations under 
section 1053. The Attorney General shall hold public hearings 

50 pursuant to section 1054. An agreement or a transaction of a 
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mutual benefit corpor_ation or entity to demutualize. __ may not occur 
2 unless the Attorney General determines that the--l?lan is fair and 

equitable tQ~h~ public pursuant to this chapter. 
4 

§l051. Annual report 
6. 

8 

10 

J...L.....i£L nonpx.ofit corporation exists afte'r the agreement or 
t r an sac t ion, the n 0 np r 0 fit cor po"'-"-r"'a'-'t'-'i"-'o"'n"-----"'s"'h'-'ac.,l~l _ _"'s'_'u"'b~mC!.!.±i_"t'___'a"'n'_=___"'a~n""n'_'u",a~l 
report pursuant to section 1053, subsection 11 describing its 
1lliPlic and commun.it~ benefit activities. 

12 ~58. Continuing ~ommitment to affected community 

14 If the Attorney Gene~al receives information indicating that 
the for-profit corporation is not fulfilling the commitmenL.t,.Q 

16 the affected community under section 1053, the Attorne'y'. General 
shall hold a public hearillli.-aft_~r 10 days' notice to the affected 

18 parties. If~ter the hearing, the Attorney General determines 
.that -.the_Ll],Jormat.io!L._~ __ .t..rue-------t.he Attorney. General shall 

20 institut~roceedings to require a corrective action plan from 
the_for-:l2X.Q.fit CQJ:.QQ.Iation. The Attorney General shal.l retain 

22 oversighL~.the_ for-profit corporation's obligations under the 
corrective action plan to ensure_compliance with this Chapter. 

24 
§1059. Judicial revi~~ 

26 
A final decision _~y __ the Attorney General a~ing or 

28 d i:?J;\..l2.Q.I...ov i ng~he_l2-:[Q]2Q sed ag r e eme n t 0 r_~QJl sac t i 0 n __ .j,~-.f.:l,na 1 
.Q.gsLncy action for __ ..t.~ll.r'poses of judicial review under Ti tle ~. 

3 0 .Q,hill2_t~3 7 .2"",-~b ~hapJ;;'~..L.-'lD_~rt'y~r son ad ve r s e l~.9-j~ f e c t ~g.-------b.y 
thJt~pal_~.QL_ dec:l,.§ioD_.is considered a party to the 

32 J?roceedin9L-_in.<;:luding consumers or community groups ~senting 
th e ci t:i.E e nf?.......Q..L..J::.he ..-S t a t..e_,-

34 

36 SUMMARY 

38 This bill provides a procedure that all nonprofit 
corporations shall follow when converting or restructuring into a 

40 for-profit or mutual benefit corporation or entity or when 
transferring assets to a for-profit or mutual benefit corporation 

42 or entity. The procedure is in addition to any other review, 
analysis or approval required by law. 

44 
The nonprofit corporation must give the Attorney General at 

46 least 90 days' notice and provide a copy of the proposed 
agreement or transaction to the Attorney General. The agreement 

48 or transaction may not be acted upon until the Attorney General 
approves it. The Attorney General shall hold at least one public 

50 hear ing in the affected service area of the nonprof i t 
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corporation. The Attorney General may not approve the proposed 
2 agreement or transaction unless it meets the specific 

requirements of the Maine Revised Statutes, Title 13-B, chapter 
4 lO-A. 

6 The Attorney General may cooperate with other state 
officials required to review, analyze or approve the transaction 

8 to avoid unnecessary duplication of review, reports and public 
hearings. 
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