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Memo

	To:
	HSSRA Members

	From:
	Patrick M. Sanders

	Date:
	April 22, 2011

	Subject:
	By-Laws for New Corporation




During and following the meeting on March 16, 2011, several members asked for and I promised to provide a memo outlining the changes I made to the By-Law draft before we voted on our new By-Laws at the next meeting.  Attached with this memo is a clean version of the revised by-laws.  Also attached is a marked copy which should reflect all changes I made since the document was sent to each of you in early March of this year.  I have also attached my copy of the 2002 version of the Association's Constitution and By-Laws for your ease of reference. 

We are trying to accomplish the following objectives and we have made the following additional changes to our governance document to make the transition from an unincorporated, voluntary association of individuals to a not-for-profit corporation under the laws and regulations of the State of Missouri as interpreted and regulated by the Secretary of State of the State of Missouri.  First questions were What? and Why?

BACKGROUND


In non-lawyer language, our current Association is a legal nothing.  We are nothing more than a group of individuals who have gotten together and agreed to conduct ourselves in a certain way until we decide we don't want to act that way anymore.  There is no legal standing to the group, there are no fixed rules and there is no recognition of or regulation of our activities by the State of Missouri or the US government.  We are a group that can do whatever it wants to do as long as we do not violate the civil or criminal laws of the State.  Our Association can change its rules whenever it wants and in whatever manner it wants as long as it doesn't violate another law.

Not surprisingly, banks, insurance companies, and state and the federal governments do not recognize a voluntary association.  In the case of banks, none will open a checking or savings account in our name.  In the case of insurance companies, most will not sell us coverage or will only sell policies at rates which make minor coverage ridiculously unaffordable.  The State of Missouri will not recognize our group for any purpose and instead will hold each individual member liable for the acts of the association and its officers and directors.  The United States government and its taxing authorities and administrative functions do not recognize any association, will grant it no status legally and reserves the same rights as states as far as holding each member accountable for the actions of the group or the other members acting on behalf of the group.

Also, it will shock no one to hear many individuals will not serve on our Board, nor will they take an active role in our Association for fear of the liability to them as individuals.  One of our own members publicly called the current Board and Officers "idiots" for placing their personal assets at risk by serving on the Board of HSSRA.  I agree each of them are damn fools for serving and hope for their sake all of their assets are in marital joint name.  I would also point out that each of their paycheck remains subject to garnishment.

SPRING – SUMMER 2010 THRU MARCH 2011


The Association's current officers and board members decided the structure described above was not appropriate for the long term viability of our group and formed a by-law committee and directed me to explore incorporation as a not-for-profit and to explore the ability to purchase insurance.  Doug and I and others explored the insurance issues and determined there is only one significant player in this insurance sub-market and that insurance coverage is not really available to our group unless we are an incorporated entity recognized by the State in which we are headquartered.  

The above efforts culminated in the Board approving the formation of a new corporation and ultimately producing a set of by-laws for adoption in March of 2011.

THE NEW BY-LAWS


It was interesting to note after we broke down the comments and statements made at the March 16, 2011 that the overwhelming majority of the comments and the sections of the by-laws that drew the most negative comments were taken virtually word for word from the current Association by-laws and constitution.

The direction from the Board was to preserve as much of the Association's Constitution and By-Laws as was possible under the laws, regulations, interpretive opinions and guidelines and advice from the state of Missouri.  So, tortured English, bad grammar, conflicting provisions, as well as commas in the text sown through like grass seed, I took as much as I could from the existing by-laws and constitution so that the membership would be comfortable with the document presented for adoption.  

Quite the opposite happened.  The sections such as a minimum of 10 games per season, and other governance and control provisions that drew heavy fire were taken directly from the old constitution and by-laws.  Many of the other provisions that met with a negative reception are required to obtain and maintain State corporate not-for-profit status and to obtain IRS status as a federal not-for-profit.

THE NEXT DRAFT


I was not able to take notes at the podium during the last meeting and I have not seen a set of draft minutes as I write this memo on April 22, 2011.  I have received virtually no comments or suggestions to the by-laws.  The total number of comments and responses were 5 and 3 of those were from Board members.  On many subjects there was a wide range of comments and suggestions.  The big three were as follows:

QUORUM

The first issue was the quorum number for a vote of the members.  The draft was 20%.  Many said 40% or 45% on certain things and as low as 10% on other issues.  After considering all of the comments and suggestions, it seemed clear most wanted the quorum raised and we eventually settled on 34%, being one person more than a third of the membership.  Most people's concerns seem to be they did not want 51% of 20 or 25% of the membership to be able to affect changes in the way the corporation was running itself, etc.  We trust that the 34% compromise figure strikes a balance most members are comfortable with.  This may mean that at some meetings we are not able to take votes if we don't get 34% of the membership present for meetings.  When I raised that concern to people who commented, most seemed fine with that result.  Most would rather have the inability of the Corporation to act as a safeguard against have the Corporation hijacked by a small group of members.

SPECIAL MEETINGS

The second area of concern was 5% of the membership could call a special meeting.  This issue was talked about at length at the March 16 meeting.  I sought out input on this subject and I asked several former board members and former officers for their opinion on this subject.  Several of you that I have refereed games with were also tortured by me on this and other subjects.  The consensus seemed to be that 5, 10 or 15% was way too low and the members who wanted it to be in the 30's and 40% range did not represent the majority view.

I chose 20% of the membership being able to call for a Special Meeting and I applied that same number to the number of Directors who can call for a Special Meeting. We tried to appropriately balance the concerns expressed by numerous members that they did not want to be called to special meetings by small groups that had issues within the Association.  If we go to a higher number we will run into the state's concern that dissident members can get matters heard.

10 GAME MINIMUM


We have removed existing Association's 10 game minimum requirement from the new draft of the new corporation's by-laws.  This was a long standing requirement in the old constitution and by-laws.  

LISTING OF NEW CHANGES BY SECTION #


Section 2.02 – "Current" MSHAA authorization to referee high school soccer.  Deleted 10 game/season requirement (See above).  Clarify rule that you only work HSSRA assigned games at HSSRA assigned schools, leagues, tournaments and events with HSSRA officials and that you are always free to work in places outside the HSSRA assigned area.  The Board of Directors controls annual dues amount.

Section 2.06 - Special Meetings – # of Board of Directors to call special meeting – 20%

Section 2.10 – Quorum for Member Meetings – 34%

Section 2.12 – All proxies are good for six (6) months

Section 3.03 – Board of Directors is 10 members – 6 Board Members – 4 Officers.  Next concern was that members should be with our group for a number of years before being able to run for office.  Here there was a wide range of opinions from 5 to 7 years to who cares.  The majority of the comments were in the 2 – 4 year range.  I chose 2 years.  No convicted felons can serve on the Board and no board members or officers may be related by blood or marriage.  We also fixed the term of office for all officers and directors as June 1st of the year in which they are elected.  Slate for election published to Members at least 21 days in advance of election.  Clarified the transition terms for 2 year phase in of Directors.

Section 3.06 – Changes to conform this section of the By-laws to prior change described above ("Conforming changes").

Section 3.07 – Conforming changes.

Section 3.14 – The language in this section and Section 5.04 were made the same. Board members and officers can be removed at any time by the members.

Section 5.01 – Conforming changes

Section 5.02 – Members requested clearer language as to exactly how the staggered start of terms will occur.

Section 5.04 – Conforming changes.

Section 5.06 – Conforming changes.

Section 5.08 – Conforming changes on prompt publication by Secretary and Treasurer.

Section 5.09 – Conforming changes.

Section 6.01 – The consensus of comments was that the functions listed in A – D should be standing functions.  The President might realign the organization of the functions: (1)finance and audit, (2)membership, (3)new member outreach, (4)training, (5)continuing education, (6)ethics & grievance however those functions should be standing in some form.  

Section 6.04 – Most thought there should be a board member or an officer on each of the standing committees.

Section 7.03 – Conforming changes.

Section 7.04 – Conforming changes.

Article 8  – Mike Costello and I discussed in detail the indemnification provisions of Article 8.  Boiled down ~ the corporation shall provide insurance for or advance the cost of defense for any officer, director, employee, advisor or agent of the corporation   that gets sued while acting on behalf of and in the best interests of the corporation.  This promise applies unless the person was engaging in intentional misconduct.  The corporation will stand the cost of defense and will pay any judgments levied for their actions.  Indemnification is provided on a no gain basis to any indemnified person.

Section 8.02 – Conforming changes.

Section 8.03 – Conforming changes.

Section 8.04 – Conforming changes.

Section 8.05 – Conforming changes.

Section 8.06 – Conforming changes.

Section 9.01 – Not for profit corporations must have strong provisions which prohibit board members, officers and those in leadership or advisory positions, as well as any agents or independent contractors to the company's from using information or facilities or the property or opportunities for the benefit of those insiders or an individual Member.  The corporation must also have the ability to quickly remove them as officers, board members and from their position of trust, to eliminate any continuing violation.  The membership expressed a desire to have a specific procedure on how any such removal would occur.  The provisions of 9.01 and 9.02 as well as the attached policy creates the concept of a "covered person" which is any member of the board of directors, be they board members or officers, any committee members, advisors, accountants, attorneys, independent contractors or agents, including the assignors, etc. are all "covered persons" under the new by-laws.  Their actions will be held to a higher standard and if they violate the terms of the attached policy, each such individuals will be removed from office utilizing the procedures set forth in Article 9, specifically 9.02.  Please note proxy voting was eliminated for such removal efforts as several members commented that only the people who came and heard the evidence and the explanations should be permitted to vote.  This seemed a reasonable position and I incorporated those changes.  

Article 10 - Corporation shall purchase insurance if it is available on commercially reasonable terms.  

Section 11.01 – The first fiscal year shall be March 4, 2011 (when the corporation was chartered) and will end this December 31st.  Annual calendar fiscal years thereafter.

Section 11.07 – The assets and accounts of the corporation should not be able to be pledge or encumbered to the benefit of members of the corporation.

Article XIII – No change in content.  We have re-worded the language to make it clear that the immediate past President as well as the Assignors shall each serve as Advisory Members of the Board.  Advisory board members have no vote and no authority to make decisions or take actions on behalf of the corporation expect if specifically authorized.

The policy attached to the by-laws is needed because the state of Missouri and the IRS require people who are in a position to utilize inside information and/or personal information for profit on the outside be controlled by an appropriate policy.  You must also have the ability to have those persons removed by the Board of Directors quickly to stop any such activity.  I have tried to balance the membership's concern that Members not be "railroaded out of office" with a provision that the Board can by majority vote remove the person temporarily pending the full special meeting and hearing and vote of the Members which will be called to hear any contested matters.

If you have any questions, please ask me during the Q&A session of the meeting on May 1, 2011.
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