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Memorandum 76-52 

Subject: Study 77 - Nonprofit Corporations (History of Study) 

At the last meeting, the Executive Secretary was directed to prepare a 

history of the significant events in connection with the nonprofit corpora-

tion study. The requested information is attached. We do not plan to dis-

cuss it at the meeting unless sorne member of the Commission wishes to bring 

it up for discussion. 

The Chairman will report at the meeting on the results of our May 4 

meeting with Assemblyman Kncx and others. 

Respectfully submitted, 

John H. DeMoully 
Executive Secretary 
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Memorandum 76-52 

EXHll!l'r I 
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1l1~Q' ,QTs .. '~·~'flOll·W1ia '~'. 
, ",',' , , "~lONsS_':,' ' ' 

·,·=Ttr~;~~;t~~4" . 
2. '., 1;79~'1J1;U4i~~~J"~~~ '!fe .. ,~;:tB~i.~:,rt.lr;:~~t:IpJ:.~ 1910,' ',.'.,' 
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'6. 

, " ,pt~"ti,_, __ l.¥".·~I~hli.~f ..... C ...... i.ty.~Off,t ' 

... =:~"'J,~~~:~,~~,,:::, 
.cotqJj.atitd .J)f 'Jjo'ttl~a,'3d() ,~ .~ ·."..&l;c ..... 'edb)' 181 , .... 

of.outi!_ .'.sf;4' ~nirl.jIr~~.;. 
7. tlt!!1!!!!:et1913; ., A()t;Irlt;~twas"dew'ith llr. Dav:lil to sene .i. 

ejpe:rtcOnetataat' em" the' nonprofit .study. 
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8. May 1974 •. At the direction of .the·Commission, the. Execut1veS~re­

tary wrote to the State· liar, advising tb4tthe CoimaissloD was 

engagad ·i.n drafting a new nonprofit CQ~r~tiQa~.~· r~~" . 
. . - .... - '. .-'. -. : - ". -' 

1118--" •. ~. been the pract,"ce 1n~eC48e Of. .81l9t~ _.:I~~ c.-' 
lbi"sio~ studiu .... the ~ppo;1~tinl'utOf.c::~#tlill'! oft~·St.ellar to . 
Wl)rk w1ththe.·CQmlailiaton on .tlulwo,e¢1:.lt~J'/.ot8G~thili ..... 

· i.tte~·~battheS~t.Ba1: al~.y,~a~~tt.,.~.lDre;""".· 
, . - --. -. -. ' - - --. ' ,. 

plan to work '~., t~ttort.profit:c¢petad.~.,1.~~~"t~ .. e 

·.,for i;~~t1Ji. the~~"~~(J1'1II8t~~~ .• !.r' •• ¢e*tt •. · 
.betve.ea t~e~ttee ·.rIii t"e'~~"~' ;~:f.l'tt-:.t~W.·. 

, ." 

· .ailExlIiintI~I. 

9 •. ' . Mar~OO!.l";' The COIiIIId.;,a.tqb cona14411: ... tlJ.· ... ri4~ft at tiw 
.lfq~·j'~.l974~'.ett •. · .. 'tIiIa •. ·fJ.t.t lQlf~.".lIOqt .. at 

" tlaeHAl1974_tiiJ8.wli~ch w.ailae.ot"·Ij,.".t.'~t,t.1y .odd,,' 

IJ\IbjecJ; •.. A·'-ajor portl~of the U1aIl~ ~. tlf6litatfdt-ttwaa 

· ·re'liewadat: .. ene.· JIU)8 27-29.' 1974.iaeet fu..·.Iid' .. n.1:piJltCy 
i..u.s ~eStiA~1l4 .. 'by. jiort;1~ .• t~irL~.l •• d*,","'.· . -.'- - -., _:, '_, '_:;_< ":,' .. ' , ',' '- '.'" ',".): .• ~, ... ' .. ,:._,':~~ .... , ,':) ~;;_~.:::~ ';;,:, .. ,_. ''';:: ,.'·r ,'.; •. ','_,_, '_ 

.ut •. ibtt ... ·~,.' .. "~.*fu!al:~~': .. a.~~ilo' .. ;· .. id!4reft.·· . 

• ::.::27:.;:;.~~:l:'4\~~~~~~ .. =.:. 
eOl!lPl.t1«loft~ new. Qqt\1;lIl,CIl¢pO"II'lqa~·li~C._of. tlle 

PO~1~Y~.¢_! ... tb.,~ .•• iorl·rn4.Wjl.,~~).~'~~';1t;~. • 
ration·bI,w 'lIb«:I!iu .l:Oilfot.., 1:0" t"';,l\\l~iii~8' '~i.~.l~; ,,kw ~, 
,_ '-. _._, :',' -_"'- -,-:'.-""'>:'-"'_ :"-,'.-;,._'.-- ___ >·"l·'_;'-',--',-~.:-_'-::::_-<:::'-:'.--"_:~., __ _ ,: ' 

· 8OIII8&'C!Aeon ad .• tad for.' deViatiOl1~ ·.tt~.1."i'.~j ··tie e.-,' 
1IiiII.:l.lhlrecet*e4 oral ~tlllrq$~lt~t.,1~:~_~l" 
C. ~lle. •• bcith of the.ttorney'Geaeral".o.m.iI~;· ~eoi..U*r"'· 

, - ' .' - .-, - '-' - -." ~,., . - .-, , . '. . -- - ' .. ' . 

writ.en. c~t$ frriJli ui: .RobIn:t $utli~o.";!!.l1~. J'Ii(_" 
and S11tro" ··s.n·Ft:IIiKl:lsco. ·conce~iDi·vat:l.~'~~.oftbe ' 
IItaffclraft.M1.'. Jerry DaViS. die Ci)1,.t.eXpert~ouau1ta$lt. 
attended both the May ~June t974 'Dieetf.u&li;' . 

lQ. Fe!mJanr 1975. ~k 01'l the em1~at4oma;1n ~jKt wall basically 

completadin 1974. and the rec~G.lelf.ll1ft:f,.Oh _presented to 

the 1975 Legislature. Statting in February 197,.tbe st.tf from 

t~ to· t1,", 'IR!,k,adon ~e .. IIQIUit"fj~t 

'" .:':\ " : .. ~~2~:lt~a,~·~~;'k:~~~J'ri:.;:f""'··. 

'-~ '~ 

',-'J' 
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decided at the staff,level to prepare a series of memoranda covar­

ing specific aspects of the topic rather than a caaplete staff 
... draft of anentl'r:esU.tute;The earlier tlratt .. .a.avil1lab1eto be . 

dl'llw QiI all 1l8CllAUe'of '-ter1aland"'1iu·~,-_d.i.1otUIj . 
but ~. ~Ge1Ier~to.r~raUllA.~;~~,,~~j~~the .. 
tqullt.t1lt~ •. m .. t.. b~ "'*iad···. a'th6.t .. ti1ii~~l'f"'J:tiI.dte ... 

Ii. "',f InS.J..W •• IllelBQt~p~~a~in~'t l~7$:·~ue.sti!ll 
tbat tliell.OnJ!r~it e~rpot'tiQl!.1aW.til4Y~ ;,ivea .tclp,t~~tt •... 
The· aeota~~~~aIl QIlt thei prClb~~ ct .. ~.;,.n:S~ioi.,l1' ~. 
tUCq%Ji~~at~llod •• ,mtcb· i\8k .... ttw~.~#COCpdtat1.OaLalt . 
anli~~le,~~of~t.C(I,ptn.t~.~'!,~;·~~. ~~.t'-... 

eat PtcWllIton~C4b~to .. ~. ~f!t. c;~~t~,"'1t'll 
require tbe,clkt:l':1oaert, retaJ;at,",~t. :';.~Ikof.tbe 
clo~i4~coa. .0. ·:ba·· _d.t .... tl$·1.vaPtlltca~,..t.ll* 

',,- -, , '-.- - - - . ,-' -, .- . 

prep'lt .. ll~r.t~~. 

12.OU_,.'15,At it~Oct"~~l,!m~;>·"'.tf;d.~~:~ X,d- . 
. ·.·dae~"·.'·Ji".tosJ1ti'.io,f,*1.··"· .. ·~ .·.~;·*"''''~~t.e.m-~u- . 
"iththe·~l~f_blittt~~· .·t~) rr:j""'.~.t.ttw19j'i.ai.l&-
tive ..... ton. 

.. -., 

; ), 

U. ·Qc:tMJ?1S.~St*t8Bard~l __ ~~_:~~it"_~i';' 
.Si4nOf·JoIipro~itoo.pOt.t~t.j1ffo"tk::trl~~~.·.w. .• ··~· 
CoIIBiuf,cmOn~'MUptoUt eo~.tWtl"pt&j.~~ '·_·p~e. 
to ~.fou~~.o .. ii;~· ~ll.,I~~,"'·7~~cJ!(~~~' .. ~&utb-. 
t¢:)..~"r~,~,~~~I\J,S4~{gii.t~':~~~fl:P'~~t~ .~~ ..... 
iait .', 04tl •• ~ •• tteu.a~tIIifI.af.l)tf$_~.""·~~ 

. ' ... 8J1d •• ~~,~I·~.~~.t ... ·'~~:~~F"~~~·· .• ~!~~.·~ 
tiQild)f_fti~ ... ttag.) .TbeIl!it.1J. •. ~. __ ;n.t~''''Cflllllll1t .. 

. tileldll.'~t""tiVe ilt~'·Of~tl~ •• ;·~ •• ta:titt."'.· 

14. ~Ovg!bH .19~S. ·~ljnI.i1\8 .t. its.4IIiber~"h· 1975 ..... tins. the 
(l-n .... COlUI1dar~ ftt'1;ou""l'anda .~~. to I1(IDFOfit 

corporatiQiIs •.. 'ByJim.uary 1976.diestl.!f..r1tP\l major portiOl'ls of 

tbe. twic had been substantially cQlllPleted or was well lUlderway and 



( 

( 

( 

tials produced by the staff. By early April, approximately one­

half (If the basic statute weI! in tentativelY approved draft form. 

By May U. tM, po;tiOD will herevie. to ref1eetdeeieiOlU! et the . 

AprU_UD& andt~ remai~e1' of the etat1.\te (~1UdinSthe . 
traneiti_t·. ~~1ato.JehC!lild be.·in. atatf¥'a(ji ·.fOt'IBl'hcIy .. ~. he 

·~OneU.re4. althe _i~~' eHay 13-15' .. et1lq...... ••• tt ...... . '. " ' " - -' - - - - -", ,,- -, . -,-

i1ig .... on. ... ~ .... ofthailll!ettll&. a.iD&Jltnr.rrIii''''''t~}l &f!~e 
~l~' WeU!lA~ .. Uut~lI~ •• J_~~.~~~1ili111. • '~t ll.. ;11,d~.A •.... , 

, , .. '-. ,- - ,- -" - ~ - '.~" - ,,' " -, . - .' . 

s. ltaufer~,,,., '11, ~in.on.the l1afIIIii.a~ ,.,~~t . Jerry 

D~i.I; ca~l ~rci. Chaitillin if" tIM! $t~~ :"s~~tt~e;~;L; . 
$tarn .... ,.nilte lkit!l~CcDIiJIte.t~f ~~tifc:l,li!hOa;l~te ',,1" 
Staff;.·.n.t·' ~e R. Ta~,..ff#.of, ~!ie.·~tOhey cea..l· aleo .' ", ' 

weievc ..... t;An ext~ect'G' .WjiC~~b_P~e •• orOlack. in 'r 

refl~tG.l'eque.tftOlRtbeeq,as •• ~.'_:llt.OUIJ8ea. '. Several 
lett •• f_ltr •. ~,S!llU":ale~ ___ ed •.. ·· .' 

15. Pebru8U1V! •. ' Alettat ftOil~It.4e!fahoDj,n~ff. ~tCi111eJ.· 'ltice 
Bat.~eMt~:tbat "'" incluft ....... ,'4!'U*-t.a,iJ:'tbe :Stata' 

.. ~~~~ 'OI1!lQrp9r~iODe~·~ •• ".!J~l1..¢-f~·~Pfottt 
'e~~d"""ti~ilIl.ot . tb4".we • .M~~'ii~~tot~l*~ioD . '. 
&lid d1.tti~~~! a. .• at~~~t\ha:!'eb~i976!"t~oi:the ' 

. ,-,. - " .; -" . - .-,' -' - ,'- "'-~ - . -

Ccillllte81On" .".' ·1!'e·lItO"\i1ljed bill"ith two' .1_ ... ~,·.bf .liIatctria1 , . . ,- - - - . - - - ,- - ~ -.. 
witll tll_,uaQrat,,;!iii1liSt1lat_lICiial.d1lQWk:.ut"'Cel:b4tE!. ,to ate-
trib\lte;ut1lte .t$tia1li4i~.c~J.i.orli&4ttt.t·:I~ ... r. 'lna 

lJU"eq~~'Ul"lioGe,~~tiioDjhel~~t~ttl!e .. m eta of 

t~I$~te;"~~"litt~. 'bed '''.~i~'!~~·~'flt~ ~c~~to .' 
reeaive .1l: tbe~i8,l.bUt.~d{:!:t'8f.,'IiO_.l_ .. theteil~tfta 

,d1:a!ta. '··The. ;l;atflil~'blll that .... ''''~l!.b...vea t8lltaUve' 
. - - '-. - -,' - . .-

draft of ·.m;·.·.sfatllte _llabl. tioou. 

16. l!'abt'l!t'n16~~rlYinFelS~.i9?6.~~1~Mc;Al.i8tet' 
'ad'risect ~ ... c<,'u .. Uitlthat ~._t_a~,~tba S~t. )18r' 

, '- "- ': . ..- -'.-'.-" ,-" '- :..-' , - - -":-,' '- -':' 
COIIIIittee Qn CoTpQl"atlol18 'lfSHConePne4· thattbeLaWRevieiOll 

~loa' Wo~i.dDOt pro~hK!e the~roftt cotporitti_.law l'evlai_ 

bill fer, the19n Be"ion~ .. '!'be'.' ~Utl"'$li!¢r.taryadv1'" An_ 

blytDan !!cAlieter that the bill would be prOd~cecifor the 'l~n 

:,'-
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portions of thematerialsprodllced by the st4ff. The Executive 

• Secretary ,U.scus!!Oad the utter with. ABs.bl~ l~lI:' . The x.c.u­

. ". tiVa .!ltH!re~ ·.t~!l1;·· .that ··tn..Ii_~1I; ~.· •• *~~fI~lIt~on ·to1ith 

.. ' . "::-:~:tt:a1i:;:l!~)~t~,:=::;~o~: . 
bUl..\p,;;""lyman ·.~lJXap~~ ;~ .•.. d~f~"'~t"WWdf. ··tha··. . . 

. ,-.. ,': ," .'.'., ,._ ".,' '"" -,' -,,;,.:,; ,- .- .• '-- --/"f: -', ·e· , 

result.oftl4_ @cw.raat:l.tm; . .' .. 
. - '.'" : ~ - . . . -, . " 

'" 11 •. F$.~m.6.H,.'e.I;" 1>,. whitman. ~ l'ato·A.tt.).~.!'iois.a .. , ... ' 
, 8pj!Cial.iII~ ~.*~rwiat1oo ·qd~Jtottt·~IP~.~~~l~S.'" · ;:;sraWp~:ed~;:r~;j=tpt~~t;.~:;~=~ •.. :. " .. 
l:lwouib •... ~c.~!cat¢4~·~'illJl4J:~:tcl~~_ .•. ~.·-" •. 

l'1'· .... ~,,·~~ ... '1~~~-..~.~1_.~h!I.·.4eetf. iq·.c .... 

···;:r~.~~·U·~it.~tti:;~d"t.~,~:,;;.~~~~+·~~.· t~. 

18. . Febcil!n1t7ii . .S~i~.· _11i.FeIi~.~9~~.'~· .•• e.ff..tthe ", 
'. . su.gellt10t10It)fr.t;~rci,. bC!~"'4iff4t.~~~'~he1llUll"- .~ 

'. ,·,CCIiiBIUt ... ; ". '·1~7' .• f.r:bf"iJ01:) i.~«,f~"·.i"~.~ikt1:IIt • .,re.· . 
.beling d"lCw1thtilliit.cott~i1.",ew.il;(AJ~9j/ '.. '. 

-, -, ,- .. :~-' ",,: ," -. - '. '~.., -',--' ',' :, ,,'" . ,', , 

. . " 

" , ' " ' , " " " ,~' ",';'-"" --: ,,', ": "',' 

19. .chl9.76';' ... e1J~r :0£ ~. ~c~'iS.B.t.~'I"",,~~ ~C:orpOr.dOlUl 
'11"" Qltt':cdpyof .·thii .. l~~~'ft~UlP8'·tk~tiofProc~ 
'. ea •. OD mi:LDCo~~tea 'a'_dui~.·~ ~~t8 ~e l'eq~ateci. 
· N~.werereeetvea.appi~tlyh_iil! •. tl1e ,t~u~!ORfJl'.'.Dl;ea 

DO 81gDif1.C8Dtl'l71tc,.U.~adh4td~~1~*W1n 'advance ~th 
BI11 Ho1denoftiteOtfiC~ of tMSecr~e.ry. oEState cnd revised 

\:ha -CO!Il!!Iielsitl(1. 



Memo '16-52 EXHIBrl' II 

A study to determine whether the law relating 10 nonprofit 
corporations should be revised 

The OorporatjU}lf; Cud,~ MHl spI,pta) pruvi:;irjJ]!i jn u nnmll1'r of OUIPI' 
COdpR autfwriy,e marl .r(·~u"lh~ 1Iw jW'IH'purnfhm :l1uJ npf'rn1ion of ucm­
profit elJl"pOrlltionH.t lIm\'lWf'I', f:ht t Sdll'llIr' 'W~ d('v('Jollt'd pi(,(I.I'lnraf ~lIId, 
as noh'.d l'('t'(-'ntly, "historjl'alJy Hw (H'phaH uf 1~f1r,]ul'lIf.~ law, lwnprufit 
corporations lhnveJ Rufrrr.pd f'rmn llndp.iin(ld nnd poorly lll'ticlllntml 
atntutet-; gnv(,l'uiug tlwjr org-anb:lltioll., .. n.2 .As ml flx:llnph~. Be'ction 
9002 of the Cnrpnrll,.j{Jn~ COlle prurhll's tIwt nt(! g'l'/if'rlll bUt.;in{'~~ cur­
pornf.ion Inw lipplies tu IlfJuprofit ~nl'Jl{lratju!l!~, "('X('('pt a~ to nw11pl~ 
spt·(",ific·.alty Ot.llt'l'Wj,r..;(~ llrO\,jtl.'d fIJ"," ThtlR, it wOlllcl nppcnr f.hut t.he 
gehel'~ll ('urpurativn J<lW 1'f'laling to thC'. i~<';lljllU'(, lind ImwHillg' uf ,.d18rc~t:o; 
~hOH]d llP1l1y 10 nOIlJll'nfif, r·.ct!'porafiuwf, but thE' lilth'r flo nDt [1i!'{iribut,!, 
p:rofit.s or normally f'''('ll i.sFH.W :.;joc'k,~ rrhl' s.iflluiion iN furt.ht'-r f'onfusrd 
by provisio)1s that jJl~orJlol'.nt~ 1JH' Jlonpt'(,fit corporal lull prHvj~ions hy 
rpI{'r(~n{';e,4 and thus N'lluirN'; r{'f(lr(']1C(~ 1i1·,~t to the ~f'lH'rHI Jlunprofit 
corporation Jaw whirl! in turn J'('quir('s rt"fPf['Jj{'(' to t.he general busi~ 
n{'s''j eorporlttion law, • 

Sueh confusion "n,1 nmbignity couhl be "xeu"cd or, at least, ignored 
except ilin!: ' 

In recent ,iccades nonprofit eorporution law hUB tnken on n now 
importance .... 

Nonprofit cOI·porntion. IIrc no longer confined to the trllditional 
cat~~'Ory of politielll, rdigiutls, or ."".iot! endeavor but have ex­
panded to indndc "om",,,,,.ty thellt,·..,., h""p'l,,l., thrift shops, con· 
Bel'vution e.JUhlol, {~t(' .• :Mor(lo\'l~f', th(, t~lX probJpm:i:, til". stllt.e lind 10t'~tl 
laws l'(>gul,tI:in~ funtl·r"i.in~, th" elT,,,,t of v"riOlIll activities on the 
t<1X-eJ1l'mpt st"tUR, the "n"ots of r<'Orlpmizlltiou or dissolution, alld 
many oUmr problems' nrc eompl"" nnd difficult. Brcau"" (If th<;l!c 
rellsons nonprofit t~orpnr'ltion JIlW lJUs rpcNltJy ~dned a greater 
vitality. 

A study .hould, 110 "refo"" be tlHule to ,1dormine whet.her t.he law re­
lating to nonprofit e"rporaH!),," .houl,1 Jx. ",vis.d." 

1 Sec ,.,"n1Icr.uUy l)ivbdotl~ 2 lind 3 o[ 'I'ith' 1 of the {~flrl"H'r'ltjolili (;ode, ntht:!r prn~ 
,'hdoltH nre JM'J1tt~!tNI thl'fllIgh{)lJt tlll~ ctJl!I<'x. twe. !:,U,. AuUI, «,om: I £;.lOtr...! (UUII~ 
J1roUt. .fll{rh~uU1trllJ .Rm-tLlcinttntIN}; }1;j)II!', CUll": U ~fl(JtJ.l. :"1!){IOr~ (1Iri\'ute (>illtCII­
Hrmnl JIlHi.itllfilJUN); J;\i~. ('(111[0: * l1-lHn (l1l*'1~i1111 ('1J11",rnlifl11). 

IPrrrllrl~ to (~ .... L1m"NI~ NuxJ'lof.ol<'J1' ('oJU',m;\TlHiII'" «(~III, 1~llIIt. J'~l, Unr lnnH) • 
• MCi! ]I. nU:elC, NON~I'RQJt'l'r CO!{I'flltATJONS, OROANT:lA'rJaNH, ANn Atu:lOC!A'l'IO}fS 

I fl (!!d ,d. l!JU1i). . 
• Sre ("..aRP. ('I..o111C • 1:..!2Oli (r'J'OViloilo118 reIt1thlg to DOIljlTflflt ("orpotntJOus "aJtt~ly 10 

COOlwrativc Ci1l'l-"JrnUfJl1H formf'rI utJdr>r thiK IUlrt, C:'l('tllt wlu:!-rl! !lncb pro\'IHloUl;f 
nrc ill ('ouJllf't Witll thwe of thh, pnrt"). 

'l~fn~ to CAUt'UltJlifA NO.NI'IUJIf'IT (:'.ORI'OItA'rION8 (ent COltt. tad. &r lfll.1!)" 
-It 11'1 IInU(,jrmt~ tbnt . .Fl1Il'h .n. #IItud~' would l.pnd to .rt f'lIJT1tll"f>!wnNh'f' N'\'hllioll of tim 

Jaw .relnt.III' to nonprofit rorpltrlltinhH. llud, in th.iM ("nlluectioll, Um Nnw York 
l"nmpretl(~md1"p. 1rlot·Yot' Proflt CortKJrntion T.llw ff'If(';4~ti"{' Hlf"pfrmhf'f 1. lO7<J) 
nnd tile Modfll Nonllrofit CorlmrtHl.m Af!t. nrJlH .. d by Ihr. Allwric'fIn Unr AR~I. 
filion Commltt,~ on fmrlOrnte J~flWR, mn)" Ilr()~'irle NtJllU'! N'ul[lrtnf'r .• R4~~ AnA 
~OlUf~1!: ON COR1"OnATR JJ.Am~. MonP:J. NOXI'Itnl<'l'r (1UHI'OU'j'lON A(11' (.1~1),: 

\ 

\ 

\ 

\ 



~mo 76-52 EXHIBIT III 

John S. Malone, Kaq. 
State Bar of California 
bOI McAlliater Street 
San Franci.co, California 94102 

o.ar Mr. Malone: 

The California Lav Revlaion 
new Nonprofit Corporationa Code. 
of the State Bar in thia project. 

MlIy J3, 1!174 

Commia.ion ie engaged in drafting a 
'rha Coamd.aaioll lIC!ek.a the .. aiatanca 

Specifically, the Commiaaion requa.te that a committe. of the 
State Bar be deaignatad to work with the Commie.ion on the nonprofit 
corporation law proJotct. M you know, thl! Stat. liar Wraady II .. a com­
mittae engaged in reviaing the buaineea corporation law, but thia com­
mitta .. doe. not plan to work on the nonprofit eorporatton law. 

If it .. decided to create a new committee to work with the Com­
mi.aion on the nonprofit corporation law proJect, the .CollIII>18eiou .ug­
,eata that conai,leration be liven to appointing to lilia new collllllttee 
eome member. of tha comadtte. that ia now engaged in reviainc the buai­
nea. corporation law. Thi. would greatly 8IIsist. in coordination of the 
two projects lAnd would hdp avoid unintended incotls18t\lncies batween 
tbe law governing buain •• a corporationa and the law governing nonprofit 
corporationa. 

If the Stat. liar i& willing to de&ignate a cO!M,ittce to work on 
the uonprofit corporation law reviaion, the Co1l!Ldasion BUI',geata that the 
coamittee b. authorize~ to aend ita commente on various draft. of tbe new 
code directly to the Connieaion. The CoJlllni •• ion recognizes that the •• 
would not r.pr •• ent the view. of the State Bar, but the direct communica­
tion between the conmtte. and the Coant.eiobawould gnatly facilitata 
the drafting of the naw code. Tn. Board of Governore has autllorir.eJ 
other committee. that ____ worked with the Cowru1aaion to communicate 
directly with the Commie.ion. 

Tn. Commi&aion already hae a 4taff draft of tn. naw code under con­
aideration. Accordingly, it would be de.irabls to h.ve tha Stata Bar 
committee de.ignated .. aoon .. po •• ible. ... , , 

Sincerely, t.---

·rs /' 
Jobn 11. IleMoul.ly 
&xecutiY8 Secretary "... 

.J1l111e' "-



Memorandum 76-52 

1/77 EXHIBIT IV 
Memorandum 75-80 

10/28/75 

Subject: Study 77 - Nonprofit Corporations (Subcommittee of Stste Bar Committee) 

The Stste Bar Committee on Corporations has appointed a Subcommittee on the 

Revision of the Nonprofit Corporations Law to work with the Law Revision Commis­

sion. The Chairman of the subcommittee is carl A. Leonard, San Francisco. The 

members of the subcommittee are listed on Exhibit I attsched. 

The Chairman of the Stste Bar Subcommittee advised me that the Stste Bar 

Committee on Corporations had a meeting with Assemblymen Knox and others interested 

in the law in this field. Those present were strongly of the view that it is 

essential that the nonprofit corporations law reViLs1d1b be produced as soon ss p"s­

sible. As Y'"U know, the reason is that the new business corporat10ns law dl'les not 

spply to nonpr",fit corporations; the law relating to nonprofit Cflrporations 1n­

corpt'rates the old business corporations law by reference. This requires the 

practitioner to keep his obsolete business corporations law volumes. This was 

the reason the Commission decided at the last meeting to g1ve this topic a top 

priority and tentatively scheduled its recommendation on this subject fAr the 

1m legislative session. I so advised the chairman of the subcommittee and 

further advised him that there was no guarantee that the rec~ndation of the 

Commission lffluld be produced in time for the 1m session. The goal was to pro­

duce a reCOJllllendation f",r 1977, but whether this will be poseiblewill"depelliiOUpon 

the speed with which the various problems could be solved. I further advised 

him that we did not want to rush in with a rec~ndation that was net carefully 

worked out and then have to make many changes at a subsequent session to correct 

technical defects and substsntive deficiencies. 

The subcommittee wants to work with the Commission in the most efficient 

way and wants to avoid having to review a massive proposal in a short time be­

fore it is t", be submitted to the Legislature. Accordingly, the chairman of the 
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subcommittee suggested that the subcommittee might try to keep up with the 

COa;nission as the Commission goes through the various problems. In this way, 

the work can be spread out over the period of the project and the subcommittee 

will have time to give careful consideration to each problem area. 

The chairman asked that we provide him with a copy of all the material 

on each subject that is sent to the members of the Commission so that he will 

be aware of the status of the project at all times. He also wants to send the 

mater1sl to the individuals on the subcOIIIllittee who have expertlese in the par. 

ticular area. Also, when a section or group of sections is tentattvely appreved 

by the Comm1se1tm, he asks that the sect10n er group of BectloZls be seat to each 

member of the subc8IIIIIlttee to be taken up by the subCOlllll1ttee fer l'ri1ew alld 

cOllllllen't. At the same time, background D8terial,.COQcern1ng the particular section 

er group of sections sheuld be provided to the _bers of the subcellllll1ttee 

(probably in the form of the staff ~ckgrouJld lIemorandWII that wes subal1tted te 

the ec-1sa1on in connectitm w1th the sectlon or group of sections). The chaiman 

ef the subceJllDittee understands that a~ sectioZl or group of sect1eZla SCI provided 

would be extremely tentative 1n nature but believes that the proposal is the best 

metbed to involve the subCO!lllllittee in the project at the earliest time the sub­

committee would be sble to work in a meaningful way. The subcClllll1ttee also re­

quests copies of sDy bsckgrilWld studies as aeon ss they have been prepared. 

The cba1l'11111n plans te suggest a method of procedure along the a1leve l:I.lleS 

at the next meeting of the full Committee on Corporations and will advise there­

after as to the views of the committee. It is obvious that the crasb mture of 

this project requires some procedure that w111 give the subC8lllllittee the IIIIlx:lIJwD 

amount of time to consider various problems and to review tentative c:-1ssle\l 

decisions on particular aspects of the project. What is the CoIIIII1saien reaction 

to the procedure outlined above? 
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..---
,- I advised the Chairman of the Subcommittee that our meetings are 

public meetings and that we encourage interested persons to attend as 

observers. Although the meetings are not hearings, the Commission does 

permit observers to make remarks and persons attending meetings obtain 

considerable background information concerning matters being considered 

by the Comnission. The Chairman indicated that some members of the Sub. 

committee might be able to attend meetings when nonprofit corporations law 

1s considered. This should be helpful. not only to the State Bar Subcomm1ttee 

but alao to the Commission since the members of the SUbcommittee have a 

variety of experience with nonprofit corporations. 

So that we can move this p~Ject aloJlg 811 fast 811 poss1ble. the staff 

plana to devote a 1Il8x1an.uD 81110Wlt of staft' resources to the proJect. We plan 

to have Nat Sterling werk generally full time on the project and to have 

011& other staff member devote a substantial portion (approx1mately Mletohalf 

time or IDOre) to the project. We will do this 811 SOOll as ve have prepared 

our 1976 legislative program for the printer. 

'!he staff bel1eves that our goal of a recommeooaUon for the lm 

session is a very ambitious one but is one. tlJat IIlIIY be poaslble to achieve. 

We intend to exert every effort to meet that goal. 

Respectfully submitted, 

John H. DeM:Nlly 
Executive Secretary 
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EXHIbIT I 

CALIFORNIA STATE DAR CON1'lITTEE ON CORPORATIONS 
SUBCONEITT!:E O':-l" REVISION OF NONPROFI'l' CORPORATIONS LAW 

Carl A. Leonar.d 
Horrison & Foerster 
One Post Street 
San Francisco, Ca 94104 
(415) 9'>6-1310 

James R. Andrews 
Wyman, Bautzer, Rc)thman & Kuchel 
726 United Cali for.nia Bank Buildinq 
9601 wilshire Blvd. 
Beverly Hills, Ca 90210 
(213) 556-8000 

Bill Holden 
Associate Counsel 
Corporations Division 
Secretary of state 
111 Capitol Mall 
Sacramento, Ca 95814 
(916) 445-0620 

Denis T. Rice 
Howard, prim, Ricc, Nemerovski, Canady & Pollak 
'650 California Street, Suite 2920 
San Francisco, Ca 94108 
(415) 434-1600 

Henry L. Stern 
Mitchell. Silberberg & Knupp 
1800 Century Park East 
Los Angeles._ Ca 90·)67 
(213) 553-5000 

Brian R. Van Camp 
Diepenbrock, Wulff, Plant & HenD-egan 
455 Capitol Mall, Suite aoo 
Sacramento, Ca 95814 
(916)444-3910 


