77,20 12/4/75
Memorandum T6=7
Subject: Study 77.20 - Nonprofit Corporations (QOrganization--Name, Purposes,

and Formation)

Introduction

At the November, 1575 meeting, the Commission requested (1} a rough out-
line of the Wonprofit Corporation Iaw and (2) some zZeneral background on the
variety of nonprofit corporations, their nature, numbers, and statutes con-
trolling them. The rough outline is =t the front of the attached draft sec-
ticns.

Nonprofit corporaticns lend themselves easily to a generzl categorization
as elther membership {serving the needs of its members) or charitable (serving
a broad or indefinite segment of thne public). A slightly more sophisticated

general breakdown is that of Oleck, Nonprofit Corporations, Organizations, and

Associations § 10 (3d ed.):

1. Charitable organizations. These include religions, educational,
hospital, libtrary, civic organizations, and the like.

2. 8oclal organizations. These include clubs, mutuzl benefit
socleties, fraternal orders, and the like. Kot included are "clubs" such
as nightclubs, Christmas clubs, limited edition clubs, or one-man clubs,

3. Political organizations. These include political party organiza-
tions, propagenda organizstions, and committees to aid the candidacy of a
political hopeful or the adoption of certaln lezislation.

i, Trade assoclations. These include labor unions, boards of trade
and chenmbers of commerce, manufacturers' or employers' associations, and
the like.

5. Mixed business=non=profit organizations. These are the newvest
type, typlfied by the Wew York not-for-profit corporations for business
operations, such as for urban housing development and the like, or the
New Jersey limited-dividend public housing corporations.

6. Governmental organizations. These include all govermmental and
municipal organizations, such as municipal corporations {those of cities,
towns, villages, counties, and road and weter districts), and a2dministra-
tive bodles such as the Civil Aeronautics Beard, the Tehnessee Valley
futhority, the New York Port Authority, and the Commodity Credit Corpora=-
tiocn. Most of these are established and operated pursuant to express
ilegislative provisions.




The California statutes specifically refer to many types of nonprofit
corporations, including:

Religious, charitable, soclal, educational, cemetery {Corp. Code § 9200)
Medical or health services {Corp. Code § 9201)
Optometric services (Corp. Code § 9201.1)
Legal services (Corp. Code § 9201.2)
Society, library, scheool, college, club, church, charitable trust,
chamber of commerce (Corp. Code § 2202)
Subordinate body of national asscciation, lodge, order, beneficial
association, fraternal or beneficial society, lsbor union, foundation,
. federation (Corp. Code § 2203)
Corporation sole (Corp. Code §§ 10000-10015)
Charitable or eleemosynary corporation {Corp. Code §§ 10200.10204)
Common trust fund {Corp. Code § 10250)
Humsne scciety (Corp. Code §§ 10400-10L06)
Port and terminal protection and development (Corp. Code §§ 10700-10703)}
Chamber of commerce, board of trade, mechanics institute (Corp. Code
§§ 12000-12006)
Cooperative corporation (Corp. Code §§ 12200-12956)
California Job Development (orporation (Corp. Code §§ 1:000-14122)
Homeowners association {Bus. & Prof. Code § 11003.1)
Water distributing company {Civil Code § 330.25)
Library (Educ. Code §§ 28701-28712)
Educational institution of collegiate graie (Educ. Code §§ 29001-29022)

In addition, Internal Revenmue Code Section 501{c) and Revenue and Taxation Code
Sections 23701a-2370ls specify mumerous types of nonprofit corporations that may

qualify for tax exemption. These include corporations formed for the following

purposes:

Religious
Charitable, which includes
relief of the poor and distressed or underprivileged
advancement of religion, education, or science
erection or maintenance of public bulidings, monuments, or works
lessening of the burdens of government
promotion of social welfare
lessening neighborhood tensions
eliminating prejudice and discrimination
defending human and civil rights secured by law
combating community deterioration and Jjuvenile delinguency
promotion of nealth
legal assistance
pollution controll
Scientific
Testing for public safety
Iiterary

~D



Educational, which includes
vrimary snd secondary school, college, cor professional or trade
school
crzanization presenting public discussion groups, forums, panels,
iectures, or other procrams
instruction by correspondence through radic or television.
miseums, zoos, planetariums, symphony orchestras
Prevention of ciuelty to children or animals
Business leagues, chambers of commerce, real estate bhoards, boards of
trade, professional football leagues
Civie leagues
Benevolent life insurance associations, mutual diteh or irrigation
companies, mutual or cooperative telephone companies
Matual insurance companies
Credit unions
Title holding companies
Social clubs
Fraternal beneficiary socleties
Cemetery companies
Iabor, agricultural, or horticultural organizations
Religious and aposteolic organizations
Iocal asscociations of employees
Voluntary employees' beneficiary associations
Local teachers' retirement fund associations
Supplemental unemployment benefit trusts
Gualified pension, profit-sharing and stock bonus plans

It is impossibie Lo estimate the numbers of nonprofit corporziions that
exist in California or elsewhere. Oleck reports that the general proportion
of business g nonprofit corporations throughout the United States is two to
one, and that, in 1974, Ohio carried 4C,00C nonproiit corporation charters on
its active files. "Nobody knows the exact number of nonprolit organizations in
this country. No doubt there are humdreds of thousands. And almost every
American belongs to, or works in or with, dozens of them in his lifetime."

[0leck, Nonprofit Corporstions § 1.]

Corporate Name

Genersl limltation on choice of name. The restrictions on corporate

names in the General Corporation Iaw--that the name may not mislead the public
or resemble another corporate name so cleosely as to tend to decelve--are applice

able to nonprofit corporations. See general discussion in American Auto. Ass'n
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v. American Auto. Owners Ass'a, 216 Cal. 125, 13 P.23 7C7 {1932) and Most

Vorshipful Hirar etc. v. Most Vorshipful Sons etc., 9% Cal. App.2d 25, 210

P.2d 3% (194¢). In =ddition, a nonprofit corporation may not have a name
that resemiles the name of an unincorporated association so closely as to tend

to deceive. Iaw v. Crist, k1 Cal. App.2d 862, 107 P.2d 953 {1941).

These provisions should be continued in the new Genheral Nonprofit Cor-
poration Law. But the staff believes it should be made clear that a nonprofit
corporation cannot take the name of & business corporaticn and vice versa.
This will require an amendment of the General Corporation Iaw.

"Bank" or "trust" in name. Section 201(z) of the General Corporation

Iaw provides that the Secretary of State shall not Tile articles which set
forth a name in which "bank,"” "trust," ‘'trustee,” or related words appear
unless the certificzte of approval of the Superintendent of Banks is attached.
While this provision would not appear to apply to nonprofit corporations, a
nonprofit corporation is permitted to organize for "any lawful purpose,” angd
the Secretary of State has stated that this provision applies to both business
and nonprofit corporations. See Corporations Check List, pp. 5, 11 (1873-Th

rev.}; see also California Nonprofit Corporations § 2.3 (Cal. Cont. Ed. Bar).

This provision too should be continued in the General Nonprofit Corporation
Law.

Misleading use of “charitable” name. The Commissicon nhas previously re-

gquested the staff to zive consideration to whether a nonprofit corporation
that is not charitable should be permitted to use a name that gives it the
appearance of a charitable corporztion. The staff believes that such a re-
gquirement would bs difficult to police and, moreover, that it vould be unneces-
sary--there are already adequate protecticns in the law against noncharitable

corporations masquerading as charities. See, e.g., Penal Code § 5324
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(fraudulent solicitation for charitable, religious, or eleemosyniry purpose)
and Bus. & Prof. Code §§ 1751C-17510.7 (charitable solicitations by oreaniza-
tions that do not heve charitable tax exempt status under federal and state

law).

Purposes

Statement of specific snd primary purposes. AL the November 1375 meet-

ing, the Commission determined to delete fromw existing law the requirement
that the nonprofit corporation state in its articles the "specific and primary"”
purposes for which it is formed. This has been done in the attached draft.

See Section 5250.

Further research on this point reveals that, prior to 1949, Corporations
Code Section 9300 required only a statement of the "purposes" of the non-
profit corporation. This provision was revised, as part of a general improve-
ment of the Corporations Code sponsored by the Secretary of State in 1549, to
require the statement of "specific and primary purposes." At the same time,
the sentence was added that "This reculrement shall not be deemed to preclude
a statement of general purposes or povwers or to restrict the right of the
corporation to enpage in any other lawful activity."

It was erronecusly stated at the November 1975 meeting that the CEB non=-
profit corporations book attributes this amendment to the need of private
foundations which solicit ani receive funds and distribute them to other
charities. The CEB book merely points out that the articles must state the
specific and primary purposes for which the nonprofit corporation is formed,
and that this does not precliude a statement of general purposes or powers and =~
does not restrict the right to engsage in other lawful activity. The comment

about private foundations relates only to the sample corporate purposes clsuse



that happens to be illustrated in the took. £Ss=e (zlifornia Nonprofit Corpora-

tions § 2,10 (Cal. Cont. Ed. Bar 196G).

The principal objective of the 1549 amendment was to facilitate classie-
fication of corporations and to assit the Secretary of Siate in determining
whether there is a likelihood of deception in the cholice of corporate names.

See The Work of the 1949 California legislature, 23 So. Cal. L. Rev. 1 (15k9).

In light of thils background, the Commission may wish te reconsider its
decision to repeal the rejguirement of a statement of specific and primary
purposes. The stafifl notes, however, that a comparable provision was repealed
in the General Corporation law revision, apparently without obtjection by the
Secretary of State. It may be that the need for this provision is no longer
felt to be as great as it was in 1943,

Statement in articles that nonprofit corporation may not make distribu-

tions to members. At the Fovember 15975 meeting, the Commission determined

to require a statement in the articles that the nonprofit corporation cannot
make distributions to members except to the extent provided in the General
Nonprofit Corporation law. Further research reveals that the nonprofit cor-
poration law required such a statement in the articles until 1949, when it

was replaced by the regquirement that the articles state only that the corpora-
tion is prganized under the Jenersl Nonprofit Corporation Iaw. Thus, a grand-
father clause excusing compliance with this reguirement for existing corpora-
tions need only do so for those formed between 1949 znd the ensctment of the
new act.

Corporations for special purposes. The General Nonprofit Corporation law

contains several provisions relating to nonprofit corporations formed for
special purposes. See Sections 9201 (medical services corporations), 9201.1

(optometrical services corporations), 3201.2 (legal services corporations),



5202 {incorporation of unincorporzsted associations), and 9203 (incorporation
of subordinate bodies of head or neztional associations). Xach of these
sections contzins gpecidl provisions thot vary somewhat from the genersl pro-
visions relating to nonprofit corporations.

The staff proposes to complle these special provisions outside the
General Nonprofit Corporation law with the subjects to which they specifically
relate. The effect of thils recompilution will be to assure that the General
Nonprofit Corporation law retains its general character unencumberesd hy

special provisions which are not of general application.

Formation

The General Nonprofit Corporation lew provisions relating to formation
of a corporatlion generally parallel those of the Geheral Corporation ILaw.
The staff plans to adopt ithe new General Corporation Iaw in this regard
with the exceptions discussed below.

Incorporators. Section 9200 provides that a nonprofit cerporation may

be formed by 'taree or more persons.” The Cenersl Corporation ILaw {Section
200(a)) provides for one incorporator, as do the ABA-ALI Model Nonprofit
Corporation Act § 28 and the New York Not-for-Profit Corporation Iaw § 401.

The Commdission has previously determined to delete the requirement of
incorporators altogether because it serves no useful purpose in the modern
nonprofit corporation. Traditionally, the incorporator was the person res-
ponsible if the corporation was inadequately capitalized; however, this has
little relevance to the nonprofit corporation situstion.

Under the Commission's proposal, with no incorporators, the first direc-
tors fulfill the functions traditionally =ssumed by incorporstors. It shounld
be noted that the new General Corporation law takes the opposite approach, mini-

mizing the role of first directors and increasing the role of incorporators.
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County where principal office is located. Section 9300 requires that the

articles of incorporation set forth "The County in this State where the principal
office for the transsction of the business of the corporation is located." The
nev General Corporation Iaw elimipates a comparable reguirement for business
corporations because (1)} it seems to imply that the principal office for the
transaction of business be in Czlifornia thus precluding incorporation of an
out-of-state business, and (2) the principal office may change from time to time,
g0 there 1s little point in preserving its initial address in the articles.

The new (General Corporation Law substitutes for the reguirement of designa-
tion of a county the requirenent of the desisnetion of an initial agent for
service of process. The staff suggests thiut the required designation of 2
county for nonprofit corporations should likewise be omitted. The question
whether it should be replaced by 2 required deslgnation of an initial agent for
service of process the staff reserves Tor future consideration in connection
with the service of process provisions.

Execution of articles. Section 9304(a) requires the first directors, and

permits other incorporators, to sign the articles of incorporation. All signa-
tures must be personally acknowledged before an officer qualified to observe
acknowledgments. The Commlssion has previously detefmined to limit the signers
to first directors, and to eliminate the acknowledgment requiretient. The
General Corporation Iaw (Section 200(b}) requires sizning and acknowledgment by
both first directors and incorporators; however, the acknowledgment requirement
is limited to a declaration in writing, signed by the persons executing it,
"that they are such persons." Section 149(b).

Piling of articles. Section $304.5 requires Tiling of articles with both

the Secretary of State and the office of the county clervk of the county in which

the nonprofit corporation is to have its principal office and in the office of
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the county clerk of each county in which the nonprofit corporstion acguires
owhership of any real property. The Commissicon has previcusly determined to
delete the reguirements of filing with the county clerk having discerned no
useful purpose of such filing. This corresponds with the approach of the
General Corporation Ilaw.

Corporate existence. Section 2304.5 provides that the corporate existence

ol @ nonprofit corporation is perpetual unless otherwise expressly provided by
law. The Commission has previously approved the concept of permitting the non-
profit corporation to limit its duration. The General Corporation Iaw has also

adopted this approach.

Respectfully submitted,

Nathaniel Sterling
Assistant Executilve Secretary



0437177

Tentative Rough Outline

GENERAL NONPROFIT CORPORATION LAW

Chapter 1. General Provisions and Definitions (§ 5000)
Article 1. General Provisions
Article 2. Definitions
Chapter 2. Orgenization and Bylaws (§ 5200)
Article 1. Purposes
Article 2. Formation
Article 3, Powers
Article 4. Corporate Name
Article 5. Articles of Incorporation
Article 6. Bylaws
Chapter 3. Directors and Management (§ 5300)
Article 1. Board of Directors
Article 2. Officers
Chapter 4. Members and Membership Certificates (§ 5400)
Chapter 5. Corporate Finances (§ 5500)
Article 1. General Provisions
Article 2. Trust Property
Article 3. Common Trust Funds
Chapter 6. Members' Meetings and Consents (§ 5600)
Chapter 7. Voting of Memberships (§ 5700)

Chapter 8. Members' Derivative Action (§ 5800)



Chapter 9. Amendment of Articles (§ 5900)

Article
Article
Article
Article
Article
Chapter 10.
Chapter 11.
Article
Article
Chapter 12.
Chapter 13,
Chapter 14.
Chapter 13.
Article
Article

Article

Chapter 16.
Chapter 17.
Chapter 18.
Article
Article
Chapter 19,
Chapter 20.
Article
Article

Article

1. Purposes

2, Adoption and Approval

3. Certificates of Amendment

4, Extension of Corporate Existence

5. Regtatement of Articles

Sales of Assets (§ 6000)

Merger (§ 6100}

1. Procedure and Effect

2. Dissenting Members

Reorganizations (§ 6200)

Dissenters' Rights (§ 6300}

Bankruptcy Reorganizations and Arrangemente {(§ 6400)

Records and Reports (§ 6500}

1. Books and Records

2. Annual Report

3. Statement of Identification of Corporate Officers;
Designation of Agent for Service

Rights of Inspection (§ 6600)

Service of Process (§ 6700)

Involuntary Dissolution (§ 6800)

1. Proceedings by Directors or Members

2, Proceedings by State

Voluntary Dissolution (§ 6200)

General Provisions Relating to Dissolution (§§ 7000)

1. Winding Up

2. Directors

3. Distribution of Assets
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Article 4. Ovrders, Certificates, and Decrees of Winding Up and
Dissolutlon
Article 5., Continuation After Dissolution
Chapter 21. Forelgn Nonprofit Corporations (§ 7100)
Chapter 22. Crimes and Penaltles (§ 7200)

Chapter 23. Transition Provisions (§ 7300)
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043/175

Chapter 1. General Provisions and Definicions
§ 5000. Short title
Article 1. General Provisions
§ 5110, Application of general provisions
§ 5111. Scope of division
§ 5115, Filing by Secretary of State
§ 53116. Delayed effective date of instruments
§ 5117. Instruments conforming to law
Article 2. Definiticns
§ 5120, Application of definitions
§ 5122, Articles
§ 5124. Corporation
§ 5126. Filed
§ 5128. Nonprofit corporation
Chapter 2. Organization and Bylaws
Article 1, Purposes
§ 5210. Any lawful purpose other than distribution of divi-~
dends
Article 2. Formation
§ 5220, Nonprofit corporation formed by executing and filing
articles
§ 5221. E=xecutlon of articles
§ 5222, Filing of articles
Article 3, Powers
§ 5235. Power to engage in business activity

§ 5236. Distributions to members prohibited

-4~



Articlie 4. Corporate Name
§ 5240. Reservation of corporate name
§ 5241. Name which is likely to mislead or tends to decelve
§ 5242. Agreement to use name that is substantially the same
§ 5243, HName in which "bank," "trust," or related terms ap-

pear

§ 5244. Enjolning name violations

Article 5. Articles of Incorporation

§ 5250, Required contents of articles
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4047103 § 5000

DIVISION 2., GENERAL NONPROFIT CORPORATION LAW

CHAPTER 1. GENERAL PROVISIONS AND DEFINITIONS

§ 5000. Short title

5000, This division shall be known and may be cited as the General

Nonprofit Corporation Law.

Comment. Section 5000 continues former Section 9000. For a com-
parablé provision, see Section 100(a){(General Corporation Law).

5000--1



404/396 § 5110

Article 1. General Provisions

§ 5110. Application of general provisions

5110. Unless the provision or the context otherwise requirves,

these general provisions govern the construction of this division.

Comment. Section 5110 18 new; for comparable provielons, see
Sectlons 5 (Corporations Code} and 101 (General Corporation Law).

5110--1



404/374 § 5111

§ 5111. Scope of division

5111, (a) Subject to the provisions of Chapter 23 (transition
provisions), the provisions of this division apply to every nonprofit
corporation now existing or hereafter formed unless the nonprofit cor-
poration is expressly exempted from the operation thereof, or there 18 a
speclal provision applicable to the nonprofit corporation inconsistent
with the provisions of thia division, in which case the speclal provi-

sion prevails.

Comment. Sectlon 5111 supersedes former Secticn 9001; for a compa-
rable provision, see Section 102 (General Corporation Law).

Subdivision {a) continues former Section 900l. For special pro-
visions applicable to nonprofit corporations, see, e.g., Bus. & Prof.
Code §§ 700-701 (medical services) and 6185 (legal services); Corp. Code
§§ 20004 (incorperation of unincorporated association) and 20005 (incor-
poration of subordimate body).

Note. With each change in the law that the new General Nomprofit
Corporation Law makes, the Commission must consider its effect on exist-
ing corporations and whether compliance 1s required. This section and
Section 5126 ("nonprofit corporation"” defined) are related.

5111~-1



4047373 § 5115

§ 5115, Filing by Secretary of State

5115. {a) Upon recelpt of any instrument by the Secretary of State
for filing pursuant to this division, if it conforms to law, it shall be
filed by, and in the office of, the Secretary of State and the date of
filing endorsed thereon.

{(b) The Secretary of State shall file a document as of any re-
quested future date, including a Saturday, Sunday, or legal holiday, if
the document is received in the Secretary of State's office at least one
business day prior to the requested date of filing.

{c) The date of filing shall be the date the instrument 1s received
by the Secretary of State unless withheld from filing for a pericd of

time pursuant to a request by the party submitting it for filing.

Comment. Sectlon 5115 is new; for comparable provisions, see Sec-
tion 110{a) (General Corporation Law). '
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043/199 § 5116

§ 5116, Delayed effective date of instruments

5116. {a) Any instrument filed with respect to a nonprofit cor-
poration (other than original articles) may specify that the instrument
is to become effective no more than 90 days after the filing date. If
no revocation certificate is filed, the instrument becomes effective on
the date specified.

{b) An instrument filed with a delayed effective date may be pre-~
vented from becoming effective by a certificate filed on or before the
specified effective date, which states that, by appropriate corporate
action, the instrument has been revoked and iz null and void. The revo-
cation certificate shall be executed in the same manner as the original
instrument except that, in the case of a merger agreement, the certifi-
cate need only be executed on behalf of one of the constitutent non-

profit corporations.

Comment. Section 5116 is new; for a comparable provision, see Sec-
tion 110{c){(General Corporation Law).

5116~-1



968/612 § 5117

§ 5117, Instruments conforming to law

5117. (a) If the Secretary of State determines that an instrument
submitted for filing or otherwise submitted does not conform to law and
returns 1t to the person submitting it, the instrument may be resub-
mitted accompanled by a written opinion of the member of the State Bar
of California submitting the instrument, or representing the person sub-
mitting 1it, to the effect that the specific provision of the instrument
objected to by the Secretary of State does conform to law and stating
the points and authorities upon which the opinion is based. The Secre-~
tary of State shall rely, with respect to any disputed point of law
{other than the application of Article 4 (commencing with Section 5240)
of Chapter 2 and of Sections [2101] and [2106]), upon such written
opinion in determining whether the instrument conforms to law.

(b) An instrument does not fail to conform to law because it 1s not
accompanied by the full £1iling fee if the unpald portion of such fee
does not exceed the limits establiished by the policy of the Secretary of

State for extendlng credit in such cases.

Comment. Section 5117 is new; for comparable provisions, see Sec-
tion 110(b), {(c).

Hote. The references to Sections 2101 and 2106 are corporate name
provisions for foreign corporations, a matter the staff has not vet
reviewed,

5117=--1



4041104 § 5120

Article 2. Definitions

§ 5120, Application of definitions

5120, Unless the provision or context otherwise requires, these

definitions govern the cometruction of this division.

Comment. Section 5120 is new; for comparable provisions, see
Sections 5 (Corporations Code) and 101 (General Corporation Law).
Unless otherwise provided in this division, the definitions in the
general provisions of the Corporations Code are applicable. See, e.g.,
Sections 14-18.
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969/018 § 5122

§ 5122. Articles
5122. "Artieles" includes the articles of incorporation, amend-

ments thereto, amended articles, and restated articles.

Comment. Section 5122 continues a provision applicable to non-
profit corporations by former Section 102 through former Section 9002.
For a comparable provision, see Section 154 '(General Corporation Law).

Note. The question whether this section should include certifi-

cates of incorporation, certificates of determination, and agreements of
nerger ia deferred.

5122--1



968/625 § 5124

§ 5124, Corporation

5124, "Corporation" means corporation as that term is defined in

the General Corporation Law.

Comment. Section 5124 is new. "Corporation” is defined in the
General Corporation Law to mean a corporation organized under the Gen-
eral Corporation Law or a business corporation organized under a prede-
cessor general law or created by act of the Legilslature prior to enact-
ment of a general corporation law, See Section 162 (General Corporation
Law).

5124--1



968/624 § 5126

§ 5126. Filed

5126. "Filed,'" unless otherwise expressly provided, means filed in

the Office of the Secretary of State.

Comment. Section 5126 is new; for a comparable provision, see Sec-
tion 169 (General Corporation Law).

5126~-1



404/105 § 5128

§ 5128, Nonprofit corporation

5128, "Nonprofit corporation” means a corporatlion organized under
this division or under any predecessor general or special nonprofit
corporation law, or by any act of the Legislature creating a private
nonprofit corporation prior to the enactment of a general nonprofit

incorporation statute.

Comment. Section 5128 is new; for a comparable definition of
"corporation' see Section 162 (General Corporation Law),

Note. The staff has not yet investigated the extent to which the
new gtatute can or should be applied to preexisting nonprofit corpora-
tions or to foreign nonprofitr corporations. This section and Section
5111 (scope of division) are related.

5128--1



4041106 § 5210
CHAPTER 2. ORGANIZATION AND BYLAWS

Article 1. Purposes

§ 5210. Any lawful purpose other than distribution of dividends

5210, Subject to the laws and regulations applicable te the
particular class of nonprofit corporation or line of activity, a non-
profit corporation may be formed for any lawful purposes other than the

distribution of gains, profits, or dividends to members.

Comment. Section 5210 continues the substance of a portion of the
first sentence of former Section 9200, Section 5210 permits incorpora-
tion for such purposes as relifglous, charitable, soclal, educatiocnal,
cemetery, or for rendering services, but does not limit incorporation to
these purposes., The requirement of former Section 9200 that the corpo-
rate purposes be ones for which individuals lawfully may associate
themselves is not continued; it is unnecessary in light of the general
limitation of Section 5210 that the nonprofit corporation be formed only
for lawful purposes.

Under Section 5210, a nonvrofit corporation may not be formed with
the intent to distribute the proceeds of its operations to members,
whether periodically or upon dissolution. The articles of a nonprofit
corporation must preclude such distribution except to the extent pro-
vided in this division. See Section 5250. It should be noted, however,
that this restriction does not prohibit a nonprofit corperation from
operating a business or from making profits thereon. See Sectlon 5235(a)}
(power to eungage in business activity). Any profits must be applied to
the lawful corporate purposes (Section 5235(b)) and may not be dis-
tributed to members except to the extent permitted by Section 5236.

The introductory portion of Section 5210 recognizes that there may
be limitations on the purposes for which particular types of nonprofit
corperations may be formed. See, e.g., Bus. & Prof. Code §§ 700-701
{medical services rcroorations) and 6185 (legal services corporations).
It should also be noted that a nonprofit corporation may be formed,
subject to Section 5210, for the purpnse of incorporating an unincor-
porated assoclation (Corp. Code § 20004) or subordinate body (Corp. Code
§ 20005).

5210~-~1



968/618 § 5220

Article 2, Formation

§ 5220. Nonprofit corporation formed by executing and filing articles

5220. A nonprofit corporation may be formed under this division by

executing and f£iling artlcles of incorporatiom.

Comment. Section 5220 supersedes a portion of former Section 9200
vwhich provided that a nonprofit corporation may be formed by three or
eore peraons., Section 5220 deletes the concept of incorporators, who
perform no necessary function. First directors execute and file the
articles and are fully empowered to govern the affairs of the nonprofit
corporation until the selection of thelr successors. See Sections 5221
(execution of articles) and 5250 (required contents of articles).

5220--1



968/617 § 5221

§ 5221. Execution of articles

522]1. Each person named in the articles of incorporation to act in

the capacity of a first director shall personally sign the articles,

Comment. Section 5221 supersedes former Section 9304({a). Under
Section 5221, "other persons desiring to associate with" the first
directors are no longer permitted to sign the articles. Section 5221
also eliminates the acknowledgment requirements of former Section 9304({a)
since they served no useful purpose. For an exception to the provision
of Section 5221, see Sections 20004 {(incorporation of unincorporated
association) and 20005 (incorperation of subordinate body).

522]1--1



0437187 § 5222

§ 5222, Filing of articles

5222. The corporate exlstence begins upon the filing of the arti-
cles and continues perpetually uniess otherwlse expressly provided by

law or in the articles.

Coument. Section 5222 supersedes former Section 9304.5; for a
comparable provision, see Section 200(c) (General Corporation Law). Sec-
tion 5222 eliminates the requirement that articles be filed with the
county clerk of the county in which the nonprofit corporation is tc have
its principal office. See Section 5124 ("filed" means filed with Secre-
tary of State). For the duty of the Secretary of State to file and
endorse the date of filing on the articles, see Section 5i15.

Section 5222, unlike former Section 9304.5, authorizes the non-
profit corporation to limit 1n the articles the term of 1ts existence.

5222--1



4047108 § 5235

Article 3, Powers

§ 5235. Power to engage in business activity

5235. (a) Subject to any limitations contained in the articles and
applicable laws, a nonprofit corporation may engage in business activ—~
ity.

(b) Any gain or profit that results from business activity of a
nonprofit corperation shall be applied only to the purposes for which

the nonprofit corporation is formed.

Comment. Section 5235 1is new.

Subdivision (a) supersedes the portion of the second sentence of
former Section 9200 which provided that "carrying on business at a
profit as an incident to the main purposes of the corporation” is not
forbidden. Subdivision (a) makes clear that a corporation may carry on
a business for profir whether or not the business is "incident” to its
main purposes. See People ex rel. Groman v. Sinal Temple, 20 Cal.
App.3d 614, 99 Cal. Rptr. 603 (1971). For a comparable provision, see
Section 206 {(General Corporation Law). One major limitation on the
business activity of nonprofit corporations 1s found in subdivision (b).

Subdivision (b) requires that any gains or profits of the business
be applied to the purposes of the nonprofit corporation. It should be
noted that a nonprofit coerporation may not have as a purpose the dis~
tribution of galns, profits, or dividends to members. Section 5210,

Nor may a nonprofit corporation distribute any such gains, profits, or
dividends to members. Section 5235.
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404/120 § 5236

§ 5236. Distributions to members prohibited

5236, (a) A nonprofit corporation shall not distribute any gains,
profits, or dividends as such to members.

(b) Notwithstanding subdivision (a), a nomprofit corporation may,
subject to any limitations in the articles or bylaws, do any of the
following, none of which shall be deemed to be a distribution of gains,
profits, or dividends:

(1} Pay compensation to members for services rendered.

(2} Confer benefits upon members in conformity with the purposes
for which it is formed.

(3} Make distributions to members upon dissolution or winding up

to the extent permitted by this division.

Comment., Section 5236 1s new; for a comparable provision, see the
last portion of Section 26 of the ALI-ABA Model Won~Profit Corporation
Act.

Subdivision (a) continues a Iimitation formerly found in the second
sentence of Section 9200. A nonprofit corporation may not be formed for
profit~distribution purposes (Section 5210), and this limitation must be
stated In the articles. Section 5250. While subdivision {a) continues
the limitation of former law that profits, pains, or dividends may not
be distributed "as such,' this limitation iz subject to the provisions
of gubdivision (b).

Subdivision (b) lists major areas of withdrawal of corporate pro-~
ceeds which do not violate the prohibiticn of subdivision (a). Para-
graph (1) is new; compensation may be limited or precluded in the arti-
cles or bylaws. Paragraph (2) supersedes the portion of former Section
9200 permitting the formation of a nonprofit corporation for the purpose
of rendering services. It makes clear that a nonprofit corporation may
provide benefits to its members without viclating the prohibition a-
gainst distributions of gains, profits, or dividends as such. This
codifies case law. People ex rel, Groman v. Sinal Temple, 20 Cal.
App.3d 614, 99 Cal. Bptr. 603 (1971) {discount on price of cemetery land
to members of nonprofit corporation is proper). Paragraph (3) continues
portions of former Section 9200 permitting distributions on dissolution.
For limitations on such distributions, see Sections 7030-7038.
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043/186 § 5240

Article 4. Corporate Name

§ 5240. Reservation of corporate name

5240, (a) Any applicant may, upon payment of the fee prescribed
therefor in the Government Code, obtain from the Secretary of State a
cextificate of reservation of any name not prohibited by Section 5241
and, upon the issuance of the certificate, the name stated therein shall
be reserved for a period of 60 days.

(b) The Secretary of State shall not issuve certificates reserving
the same nawe for two or more consecutive 60-day periods to the same
applicant or for the use or benefit of the same nonprofit corporation;
nor shall consecutive reservations be made by or for the use or benefit
of the same nonprofit corporation of names so similar as to fall within

the prohibitions of Section 5241.

Comment. Section 5240 continues provisions applicable to nonprofit
corporations by former Section 310 through former Section 9002. For a
comparable provision, see Section 201(c). The fee for a certificate of
regervation of corporate name is four dollars. Govt. Cede § 12199,
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043/185 § 5241

§ 5241, Name which is likely to mislead or tends to deceive

5241. The Secretary of State shall not file articles which set
forth a name which is likely to mislead the public or which is the same
as, or resembles so closely as to tend to deceive, any of the following:

(a) The name of a domestic corporation or nonprofit corporation,

{b) The name of a foreign corporation or association which is au-
thorized to transact intrastate business or has registered its name
pursuant to Section 2101,

{c) A name which a forelgn corporation or association has assumed
under subdivision (b) of Section 2106.

(d} A name which will become the record name of a domestic or
foreign corporation or nonprofit corporation upon the effective date of
a filed corporate instrument where there is a delayed effective date
pursuant to subdivision (¢} of Section 110 or pursuant to Section 5116,

(e} A name which is under reservation for another corporation or

nonprofit corporation.

Comment. Secticn 5241 continues provisions applicablie to nonprofit
corporations by former Section 310 through former Section 9002. For a
comparable provision, see Section 201(b)}.

In addition to the prohibitions contained in Section 5241, there
may be other applicable name limitetions in other statutes. See, e.8.,
Section 12950 {(use of word "cooperative'); Fin. Code § 5501 (building
and loan and savings and loan associations); 36 U.S.C. § 379 (use of
words "Olympic" or "Olympiad").

Note. This section has not been adjusted to account for foreign

nonprofit corporations and assoclations. Conforming changes have not
been made in Section 201.
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043/184 § 5242

§ 5242, Agreement to use name that is substantially the same

5242, DNotwithstanding Section 5241, a nonprofit corporation may
adopt a name that is substantially the same as the name of (1) an ex-
isting domestic corporation or nonprofit corporation or (2) a foreipgn
corporation or assoclation which 1Is authorized to transact intrastate
business or has registered its name pursuant to Section 2101 upon proof
of consent by such domestic corporation or nonprofit corporation or
forelgn corporation or association and a finding by the Secretary of
State that, under the circumstances, the public is not likely to be

misled.

Comment. Sectlon 5242 is new; for a comparable provision; see Sec-
tion 201(b) (General Corporation Law).

Note. This section has not been adjusted to account for foreipn
nonprofit corporations and assoclations.
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043/181 § 5243

§ 5243, Name in which "bank,'" '"trust," or related terms appear

5243. The Secretary of State shall not file articles setting forth
a name in which "bank,” "trust," "trustee,"” or related words appear
unless the certificate of approval of the Superintendent of Banks 1s

attached thereto.

Comment. Section 5243 continues provisions applicable to nonprofit
corporations by former Section 309 through former Section 9002. For a
comparable provision, see Section 201(a) (General Corporation Law).
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043/180 § 5244

§ 5244. Enjoining name violations

5244, The use by a nonprofit corporation of a name in viclation of
this article may be enjoined notwithstanding the filing of its articles

by the Secretary of State.

Comment. Section 5244 continues a provision applicable to non-
profit corporations by former Section 310 through former Section 9002,
For a comparable provision, see the second paragraph of Section 201(b)
{(General Corporation Law). It should be noted that a nonprofit corpe-
ratlon may not use a name that is deceptively similar to that of a
domestic nonprofit association. Law v. Crist, 41 Cal. App.2d 862, 107
P.2d 953 (1941).
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043/179 § 5250

Article 5. Articles of Incorporation

§ 5250. Required contents of articles

53250, The articies of incorporation shall set forth:

(2) The name of the nonprofit corporation.

{b) The purposes for which the nonprofit corporation 1s organized.
This requirement shall not be deemed to preclude a statement of peneral
purposes or powers or to restrict the right of the nonprofit corporation
to engage in any other lawful activity.

(c) That the nonprofit corporation is organized pursuant to the
CGeneral Nonprofit Corporation Law and that the nonprofit corporation
gshall not distribute pgains, profits, or dividends to members except to
the extent permitted in the General Nonprofit Corporation Law.

{d) The names and addresses of three or more persons who are to act
in the capacity of first directors until the election of their suc-
cessors, These persons may be glven such titles as are deemed appro-
priate, but they shall be subject to all laws of this state relating to

directors except as otherwise provided in this part.

Comment. Section 5250 supersedes former Section 9300; for a com—
parable provision, see Section 202 (General Corporation Law).

Subdivision {(a) continues subdivision (a} of former Sectior 9300.
For limitations on corporate names, see Article 4 (commencing with Sec-
tion 5240}.

Subdivision (b) eliminates the requirement of subdivision (b) of
former Sectlon 9300 of a statement of specific and primary purposes. It
should be noted that a nonprofit corporation organized for charitable
purposes must include a statement of specific and primary purposes. See
Section - A nonprofit cotrporation may, but need not, include 3
statement of general purposes and powers. Absent such a general state-
ment, subdivision (b) permits the nonprofit corporation to engage in any
lawful activity, and Section 5230 confers full corporate powers.
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043/179, 043/178 § 5250

Subdivision (c) continues subdivision {c) of former Section 9300
and adds the requirement that the articles state that the nonprofit
corporation may not make distributions to members except as provided in
this division. A nonprofit corporation may be formed for any lawful
purpose other than to make such distributions {(Section 5210), and such
distributions are prohibited except to the extent provided in Section
5236,

Subdivision {d) continues the first two sentences of subdivision
{e) of former Section 9300,

Note. The staff has not yet drafted the following provisions:

(1) Grandfather clause to excuse compliance with the required
statement that no distributions are permissible for corporations orga-
nized between 1949 and the operative date of this act.

{2) Requirements for incorporation of charitable corporation.

(3 Laws relating to directors and exceptions for first directors

named in the articles.
(4) Designation of initiszl agent for service of process.
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986/920

CONFORMING AMENDMENTS-~OUTLINE

Article 10. WNonprofit Corporations for Medical Sarvices
Business & Professions Code § 700 (added)
Business & Professions Code § 701 (added)

Article 12, WNonprofit Corporations for Legal Services
Business & Professions Code § 6185 (added)
Corporations Code §-20004 {added)

Corporations Code § 20005 (added)



D43/172 Bus, & Prof, Code § 700

CONFORMING AMENDMENTS

Article 10. Nonprofit Corporations for Medical Services

Business & Professions Code § 700 (added)

700. (8) A nonprofit corporation may be formed under the Generazal
Nonprofit Corporation Law for the purposes of defraying or assuming the
cost of professional services of licentiates under any chapter of this
division or of rendering any such services, but it may not engage di-
rectly or indirectly in the performance of the corporate purposes or
objects unless all of the following requirements are met:

(1) At least one-fourth of all licentiates of the particulsr pro-
fession residing in California become members.

2) Memberéhip in the nonprofit corporation and an opportunity to
render professional services upon a uniform basis are available to all
licensed members of the particular profession.

(3} Voting by proxy and cumulative voting are prohibited.

(4) A certificate 1s issued to the nonprofit corporation by the
particular professional board whose licentiates have become members,
finding compliance with the requirements of subdivisions (1), (2}, and
3).

{(b) Any such nonprofit corporation shall be subject to supervision
by the particular professional board under which its members are 1i-
censed and shall also be subject to Section _ _ of the Corporations

Code.
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043/172 Bus. & Prof. Code § 700

Comment. Section 700 continues former Corporations Code Section
9201.

Note. A new section number has yet to be assigned to Corporations
Code Section 9505 (property subject to supervision by Attorney General).
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100/933 Bus. & Prof. Code § 701

Business & Professions Code § 701 (added)

701. Any nonprofit corporation formed under Section 700 which
defrays or assumes some portion or all of the costs of refractions or
eye appllances shall offer an equal opportunity to render professional
services upon a uniform basis to all licentiates expressly authorized by

law to render such services.

Comment. Section 701 continues former Corporations Code Section
g201,1.
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043/171 Bus. & Prof. Code § 6185

Article 12. Nonprofit Corporations for Legal Services

Business & Professions Code § 6185 (added)

6185, (a) Honprofit corporations may be formed under the General
Nonprofit Corporation Law for the purposes of administering a system or
systems of defraying the cost of professional services of attorneys, but
any such nonprofit corporation may not engage directly or indirectly in
the performance of the corporate purposes or objects unless all of the
following requirements are met:

{1) The attorneys furnishing professional services pursuant te such
system or systems are acting in compliance with the Rules of Profes-
slonal Conduct of the State Bar of California concerning such system or
systems,

(2) Membership in the nonprofit corporation and an opportunity to
render professional services upon a uniform basls are available to all
active members of the State Bar of California.

{3) Voting by proxy and cumulative voting are prohibited.

(4) A certificate is issued to the nonprofit corporation by the
State Bar of California finding compliance with the requirements of
subdivisions (1), (2), and (3).

(b) Any such nonprofit corporation shall be subject to supervision
by the State Bar of California and shall alsc be subject to Section

of the Corporatlions Code.

Comment, Section 6185 continues former Corporations Code Section
9201,2.

Note. A new sectlon number has yet to be assigned to Corporations
Code Section 9505 (property subject to supervision by Attorney General),
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999/552 Corp. Code § 20004

Corporations Code § 20004 (added)

20004, (a) A corporation may be formed under the General Nonprofit
Corporation Law, subject to the requirements of this section, for the
purpose of incorporating any exlsting unincorporated assoclation or
organization. As used in this section, "unincorporated association"
includes but is not limited to soclety, library, schoocl, college, club,
church, trustees of a charitable trust, and chamber of commerce.

(b) The articles of incorporation shall set forth the name of the
existing unincorporated association.

(c) The articles of incorporation shall be subscribed by the pre-
siding officer or acting presiding officer and the secretary or clerk or
similar officer of the association or by at least a majority of its
governing board or body, and there shall be attached thereto the affi-
davit of the subscribing officers, board, or body that the association
has duly suthorized its incorporation and has authorized said officers,
board, or body to execute the articles of incorporation.

(d) The members of the association shall be members of the non~
profit corporation sc created unless they file their disseent in writing

with the secretary thereof.

Comment. Subdivision (a) of Section 20004 continues former Section
9202; gubdivieion (a) 1is subject to Section 5210 (proper corporate
purposes). Subdivision (b) continues subdivision (f) of former Section
9300; subdiviaion (b) is in addition to the requirements of Section 5250
(required contents of articles). Subdivision (c) continues subdivision
(b) of former Section 9304, with the exception of the ackrowledgment
requirement, which is omitted as unnecessary; subdivision {(¢) 1s an
exception to the provisions of Section 5221 {execution of articles).
Subdivision (d) continues former Section 9604.

Note. The staff has not yet devised an appraisal remedy for dis-
senting members of an unincorporated association.
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4041799 Corp. Code § 20005

Corporations Code § 20005 {added)

20005, (a) A corporation may be formed under the General Nonprofit
Corporation Law, subject to the requirements of this section, for the
purpose of incorporating any subordinate body instituted or created
under the authority of any head or national association, lodge, order,
beneficial assoclation, fraternal or beneficial soclety, labor uniom,
foundation, federation, or any other soclety, organization, or assocla-
tion. The fact that the head or national body is unincorporated does
not prevent the incorporation of the subordinate body.

(b) The rules governing the incorporation and operation of unin-
corporated associations govern the inmcorporation of any subordinate
body.

(c) The seal of the subordinate body shall be its corporate seal.

{d) Whenever the charter of a subordinate body incorporated pursu-
ant to this section ig surrendered to, taken away, or revoked by the
head or national body granting 1t, the subordinate body shall dissolwve.
After payling its debts and obligations or making adequate provision
therefor, the subordinate body may collect obligations owed to it and
may gell property which 1s not designed for the exclusive use of the
organization, The subordinate body shall then deliver any remaining
property or obligations owed to it and any remaining proceeds of the
sale of property to the head or national body to be disposed of in

accordance with the laws of the head or national body.

Comment. Subdivisions (a)-(c¢) of Section 20005 continue former
Section 9203; for the rules governing incorporation of unincorporated
associationa, see Section 20004, Subdivision (d) continues former Sec-
tion 9802; it 18 an exception to the provisions of Sections 7030-7038
{(distribution of assets on dissolution of nonprofit corporation).
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404/184 Corp. Code § 9000

APPENDIX

DIVISION 2, NONPRCFIT CORPORATIONS

PART 1, GENERAL RONPROFIT CORPORATION LAW
CHAPTER 1. GENERAL PROVISIONS

Corporations Code § 9000 (repealed)

9000. This part shall be known and may be cited as the General
Nonprofit Corporation Law,
Coumgnt. FPormer Section 9000 1s continued in Sectiom 5000,
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404/796 Corp, Code § 9001 .

Corporations Code § 9001 (repealed)

9001. The provisions of this part apply to every nonprofit cor-
poration now existing or hereafter formed, unlese the corporation ie
expressly exempted from the operstion thereof, or there is a special
provision sppiicable to the corporation inconsietent with the provi-
sions of this part, in which case the special provision prevails,

Compent, - Section 9001 {s continued in Section 511l.
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968/720 Corp. Code § 9002

ations Code § 9002 ealed

9002. The provisious of the General Corporation Law, Division 1
of this title, apply to corporations formed under this part, except se
to matters specifically otherwvise provided for :I.ﬁ this part.

Cooment. Section 9002 is not continued. The new General Nonprofit
Corporation Law, Divieion 2 (commencing with Section 5000) of Title 1,

provides a complete set of rules governing nonprofit corporations and
does not incorporate by reference the Gemeral Corporation Law.
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404/185 Corp. Code § 9200
CHAPTER 2. FORMATION AND BYLAWS

Article 1. ges

Corporations Code § 9200 (repesled)

§9200. A nonprofit corporation may be formed by three or more per-
sons for any lawful purposes which do not contemplate the distribution
of gains, profits, or dividends to the members thereof and for which
individuals lawfully may sssociate themselves, such as religious, chari-
table, socisl, educational, or cemetery purposes, or for rendering
servicas, subject to laws and regulations applicable to particular
classes of nonprofit corporations or linee of activity. Carryfng on
business at a profit as an incident to the main purposes of the corpo-
ration and the distribution of assets to meabers on dissolution are not
forbidden to nonmprofit corperations, but no corporation formed or ex-
isting under this part shall distribute any gains, profits, or dividends
to any of ite members as such except upon dissolution or winding up.

t. The portion of the first sentence of fomer Section 9200
relating to the purposes for which a nonprofit corporation may be formed
is superseded by Section 5210; the portion relating to the number of
incorporators is superseded by Section 5220.

The portion of the second sentence of former Section 9200 per-
mitting carrying on business at a profit is superseded by Section 5235;
the portion precluding distributions to members of gains, profits, or
dividends as such is continued in Section 5236(a); the portion per-

mitting distribution of assets on dissolution or winding up is continued
in Bection 5236(b).
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4047797 Corp. Code § 9201

Corporations Code § 9201 (repealed)

9201. A nonprofit corporation may be formed under this part for
the purposes of defraying or assuming the cost of professional services
of licentiates unﬂer any chapter of Division 2 (comnencing with Sec-
tion 500) of the Business and Professions Code or of rendering any such
services, but it may not engage directly or indirectly in the perforn-
ance of the corporate purposes or objects unless all of the following
requirements are met: A

(a) At least one-fourth of all licentiates of the particular pro-
fession residing in California become members.

(b) Membership in the corporation and an opportunity to render
professional services upon a uniform basis are available to all licensed
members of the particular profession.

(c) Voting by proxy and cumulative voting are prohibited.

{d) A certificate is issued to the corporation by the particular
professional board whose licentiates have become membere, finding com—
plisnce with the requivements of subdivisions (a), (b), and ().

Any such nonprofit corporation shall be subject to supervision by
the particular professional board under which its members are licensed
and shsgll also be subject to Section 9505,

Comment, Former Section 9201 is continued in Business and Pro-
fessions Code Section 700.

CC9201-1



968/719 Corp. Code § 9201.1

Corporations Code § 9201.1 (repealed}
9201.1. Any nonprofit corporation formed under Section 9201 which

defrays or assumes Bome portion or all of the costs of refractions or
eye applisnces shall offer an equal opportunity to render professional
services upon a uniform basis to all licentiates expressly authorized |
by law to render such services.

t. Former Section 9201.1 12 continued in Business and Pro~
fassions Code Section 701.
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968/718 Corp. Code § 9201.2

Corporations Code § 9201.2 (repealed)

9201.2. MNonprofit corporations may be formed umder this part for
the purposes of administering a system or systems of defraying the cost
of professional services of thorneya, but any such corporation may not
engage directly or indirectly in the performance of the corporate pur-
poses or objects unless all of the following requirements are met:

(a) The attorneys furnishing professional services pursuant to such
gystem or systems are acting in compliance with the Rules of frofessioual
Conduct of the State Bar of California concerning such system or sys-
tems,

{b) Membership in the corporation and an opportunity to render pro~-
fessional services upen a wniform basis are available to all active
membexs of the State Bar.

{c) Voting by proxy and cumulative voting are prohibited.

(d) A certificate 1a issued to the corporation by the State Bar
of California, finding compliance with the requirements of subdivisions
(a), (b) and {c).

Any such nonprofit corporation shall be subject to supervision by
the State Bar of California and shall also be subject to Section 9505,

Comment. Former Section 9201.2 is continued in Bueiness and Pro-
fesaions Code Section 6185,
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992/935 Corp. Code § 9202

Corporations Code § 9202 (repealed)

9202. A nonprofit corporation may be formed for the purpose of
incorporating any existing unincorporated assoclation or organization.
As used in this part "unincorporated assocfation" includes but is not
limited to society, library, school, college, club, church, trustees

of a charitable trust, and chamber of commerce.

Comment. Former Section 9202 is continued in Section 20004(a).
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992/934 Corp. Code § 9203

Corporations Code § 9203 (repealed)

9203, A nonprofit corporation may be formed for the purpose of
incorporating any subordinate body instituted or created under the au-
thority of any head or national association, lodge, order, beneficial
apsoclation, fraternal or beneficial soclety, labor union, foundation,
federation, or any other soclety, organization, or sssoclation. The
fact that the head or natiomal body {g unincorporated does not prevent
the incorporation of the subordinate body.

The rules governing the incorporation and operation of unincorpo-
rated associations govern the incorporation of any subordinate boedy.

The seal of the subordinate body shall be its corporate eeal.

Comment. Former Section 9203 is continued in Section 20005.
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404/186 Corp. Code § 9300

Article 2, Articles of Incorporation

Corporations Code § 9300 (repealed)
9300. The articles of incorporation shall set forth:

{(a) The name of the corporation.

(b} The specific and primary purposes for which it is formed.

This requirement shall not be deemed to preclude a statement of general
purposes or powers or to restrict the right of the corporation to engage
in any other lawful activity.

{c) That the corporation is organized pursuant to the General
Nonprofit Corporation Law or pursuant to Part 1 of Division 2 of Title 1
of the Corporations Code.

{(d) The county in this state where the principal office for the
transaction of busineas of the corporation is located.

(e) The names and addresses of three or mors persons who are to
act in the capacity of directors until the selectlon of their suc~
cessors. These persons may be gliven such titles as are deemed appropri-
ate, but they shall be subject to all laws of this state relating to
directors except as otherwise provided in this part. The number of
persons so named constitutes the number of directors of the corporation,
until changed by an amendment to the articles or, unless the articles
otherwise provide, by a bylaw adopted by the members. However, the
articles or, uniess the articles provide otherwise, a bylaw duly adopted
by the members, may state that the number of directors shall be not less
than a stated minimum (which in no case ghall be less than five) nor
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more that a stated maximum (which in no case shall exceed such stated
minimum by more than three); and in the event that the articles or
bylaws permit such an indefinite number of directors, the exact number
of directors shall be fixed, within the limits specified in the articles
or bylaws, by a bylaw or amendment thereof duly adopted by the members
or by the board of directors. In the event the articles provide for an
indefinite number of directors, unless the articles provide otherwise,
such indefinite number may be changed, or a definite number fixed without
provision for an indefinite number, by a bylaw duly adopted by the
members.,

(£) If an existing unincorporated association is being in-
corporated, the name of the existing unincorporated association.

Comment. Section 9300 1s superseded by Section 5250, Subdivi-
sion (a) is continued in Section 5250{a). Subdivision (b) ie continued
in Section 5250(b) with the exception of the "specific and primary pur-
poses' requirement, which 1s not continued. Subdivieion (¢) ié éon-
tinued in Section 5252(c). Subdivieion (d) is not continued., The firse
two sentences of subdivision (e) are continued in Section 5250(d); the

remainder of subdivision (e) is continued in Section . Subdivigion
{£f) 1s continued in Section 20004(b).
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992/933 Corp. Code § 9304

Corporations Code § 9304 (repealed)

9304. (a) Except in the case of the incorporation of an unincor=-
porated association provided for in subdivision (b) hereof, each person
named 1in the articles to act in the capacity of a first director shall,
and any other person desiring to associate with those persons in the
formgtion of the corporation may, personally sign the articlea of incore
poration, All signatures thereto shall be personally acknowledged before
an officer de#ignated by the laws of this State as one before whom an
acknowledgment may be made. Any certificate of acknowledgment taken
without the State shall be authenticated by the certificate of en of-
ficer having the requisite official knowledge of the qualification of
the officer before whom the acknowledgment was made when taken before any
officer other than a notary public or a judge or clerk of a court of
record having an official seal.

{b) In the case of the incorporation of an unincorporated associa-
tion, the articles of incorporation shall be subscribed and execution
thereof personally acknowledged before an officer authorized to take
acknowledgments by the presiding officer or acting presiding officer
and the secretary or clerk or similar officer of the association or by
at least a majority of its governing board or body, and there shall
be attached thereto the affidavit of the subscribing officers, board
or body that the assoclation has duly authorized its incorporation and
has authorized said officers, board or body to execute the articles of
incorporation,
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Comment. The first sentence of subdivision (a) of former Section
9304 1s superseded by Section 5221; the second and third sentences are
not continued. Subdivision (b) is continued in Section 20004(b) with
the exception of the acknowledgment requirement which is not continued.
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9927932 Corp. Code § 9304.5

Corporations Code § 9304.5 (repealed)

9304.5. If the articles conform to law, the Secretary of State
gshall file them in his office and shall endorse the date of filing there-
on. The corporate existence begins upon the filing of the articles and
continues perpetually unless otherwise expressly provided by law.

A copy of the articles certified by the Secretary of State and
bearing the endorsement of the date of filing in this office shall be
f1led in the office of the county clerk of the county in which the cor-
poration is to have its principal office and in the office of the county
clerk of each county in which the corporation acquires ownership of
any real property.

Comment, The first sentence of former Section 9304.5 is continued

in Section 5115, The second sentence 1s continued in Section 5222, The
third sentsnce 1s not continued,
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992/931 Corp. Code § 9604

CRAPTER 4. MEMBERS

Corporations Code § 9604 (repealed)

9604. 1f an unincorporated association 1s incorporated under this
part, the members of the association shall be menbe;:s of the corpora-
tion so created, unless they file their dissent in writing with the

secretary thereof.

Comment, Former Section 9604 is continued in Section 20004(d).
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