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DIVISION 2. NOT-FOR~PROFIT CORPORATION LAW

{Source and Comparable Proviaiona)

CHAPTER 1. SHORT TITLE; DEFINITIONS; APPLICATION

§ 10l. Short title

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 101

COMPARABLE PROVISIONS:

I11. General Mot for Profit Corporation Act § 1

Pa. Corporation Not-for-profit Code § 7101

ABA-ALI Model Non-Profit Corporaticn Act § 1

Corp. Code § 9000 (General Nonprofit Corporation Law)

§ 105, Application of definitions

SOURCE:
Evid. Code § 100

$ 110. "Articles"

SQURCE .
Corp. Code § 102 (busineass and nonprofit corporations) (ter-
minology altered)* '

§ 102. Articles. “Articles” includes the articles of incorpora-
tion, amendments thereto, amended articles, certificates of incorpe-

ration, -certifientes-of-dtermination-of-preferences , and agreements. m

of consolidation or merzer, -~ a

COMPARAELE PROVISIONS:

N.¥Y. Not-for-Profit Corporation Law § 102(a) (3)
ABA~ALI Model Nom~Profit Corporation Act § 2(d)

§ 115. ‘'"Board"; "board of directors"

SOURCE:
Derived from ABA-ALL Model Non-Profit Corporation Act § 2(g)*

(g) “Board of directors” means the group -of persons
vested with the management of the affairs of the corpora-
tion irrespective of the name by which such group is

1 designated,

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 102(a) (6)
Corp. Code § 11l (business and nonprofit corporations)
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§ 120. "Bylaws"

SOURCE:
N.Y. Not-for-Profit Corporation Law § 102(a)(2); ABA-ALI Model
Nou-Profit Corporation Act § 2(e) (same)

COMPARABLE PROVISIONS:
No comparable provision in Corporaticna Cade

§ 125. '"Charitable purpcses"

SOURCE:
New (adopted from Lynch v. Spilman, 67 Cal.2d 251, 261, 431
P.24 636, 642, 62 Cal. Rptr. 12, 18 (1967))

COMPARABLE PROVISIONS: , :
Pa, Corporation Not-for~-profit Code § 7103 {"charitable pur-
poses')* . .

§ 7103. Definitions

Subject to additional definitions contained in subsequent provi-
sions of this part which arc applicable to specific articles, chapters
or other provisions of this part, the following words and phrases,
when used in tlds part shall have, unless the context clearly in-
dicates otherwise, the meanings given to them in this section:

“Articles.” The original artictes of incorporation, all amend-
ments thereto, articles of merger and consolidation, and any other
articles, statements or certificates permitted or required to be filed
Ly this part or by Chapter 1 of this title* {relating to general pro-
visions), and including what have heretolore been designated by
law as certificates of incorporation or charters. If an amendment
or articles of merger, division or conversion made in the manner
peemitted by this part restates articles in their entirety or if there
are articles of consolidation, thenceforth the “articles™ <hall not
include any prior documents and any certificate issued by the De-
partment of State with respect thereto shall so state.

“Board of directors” or “board.” The group of persons vested
with the management of the business and affairs of the corpora-
tion irrespective of the name by which such group is designated.
The term docs not include an other body. The term, when used in
any provision of this part relating to the organization or procedures
of or the manner of taking action by the Loard of directors, shall
be construed to include and refer to any executive or other com-
mittee of the board. Any provision of this part relating or referring
to action to be taken by the board of directors or the procedure re-
quired therefor shall be satisfied by the taking of corresponding
action by a committee of the board of directors to the extent au-
thority to take such action has been delegated to such committee
pursuant to section 7731 of this title (relating to executive and oth-
ér committees of the board).

“Business.” In thc case of a domestic corporation not- for-profit,
any or all of the activities for which it has been incorporated, and,
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in the case of' fore:gn corporation not-for-profit, any or all of the
activities in which its certificate of authority authorizes it to en-
gage within this Commonwealth.

“Bylaws.” The code or codes of rules adopted for the regula-
tion or management of the business and affairs of the corporation

irrespective of the name or names by which such rules are desig-
nateci

"Charxtablc purposes.” The relief of poverty, the advancement
of education, the advancement of religion, the promotion of health,
governmental or municipal purposcs, and other purposes the ac-

._complishment of which is beneficial to the community,

“Common trust fund.” A fund maintained by the corporation
for the collective investment and reinvestment of trust assets, and
any other funds contributed thereto by such corporation, as fidu-
ciary or otherwise.

“Directors.” Persons designated, elected or appointed, by that
ot any other name or title, to 2ct as directars, and their successors,
The term does not include a member of an other body, as such.
The term, when used in relation to any power or duty requiring
collective action, shall be construed to mean “board of directors.”

“Entitled to vote,” Those persons entitled to vote on the matter
under either the bylaws of the corporation or any applicable con-
trolling provision of law.

“Full age.” Of the age of 18 years or over,

“Incorporator.” A signer of the original articles of incorpora-

tion,

“Member.” Cne Having membership rights in a corporation in
accordance with the provisions of its bylaws., The term, when used
in relation to the taking of corporate action includes:

1} the proxy of & member, if action by proxy is permitted
under the bylaws of the corporation; and

{2) a delegate to any convention or assembly of delegates
of members cstablished pursuant to any provision of this part.

If and to the extent the bylaws confer rights of members upon hold-
ers of securities evidencing indebtedness or governmental or other
entities pursuant to any provision of this part the term shall be
construed to include such sccurity holders and governmental or
other entities. The term shall be construed to include “sharehold-
er” if the corporation issues shares of stock.

*Nonprofit corporation” or “domestic nonprofit corporation.” A
dnmestic corporation not-for-profit incorporated under Article B
of this part {rclating to domestic nonprofit corporations) or here-
tulore or hereafter incorporated or domesticated in this Common-
wealth, which is not excluded from the scope of Article B of this
part by section 7302 of this title (relating to application of article).

“Nonqualified foreign corporation.” A foreign corporation not-
fre-profit which is not a qualified foreign corpor.ttlon as defined in
this scction,



§ 130,

“Other bady.” A term cmployed in this part to denote a person
or group, other ikaa the board of directins or a committee thercof,
who pursuant to authority expressly cunferred by this part may be
vested by the Lylaws of the corporation with powers which, if not
vested Ly the bvlaws in swck person or group, would by this part
be rermived to b exvercised by oither:

. {1} the memberslip of a corporation taken as a whole;

£2) a canvention or asseinbly of delegates of members es-
tabiished pursuant to any provision of this part; or
(3} the buard of directors,
Fxeept as aibierwise provided in this part a corporation may es-
tablish distinct persons or groups toe excrase different powers
which this part authorizes a corperation to vest in an other body,

“Qualified foreign corporation.’” A foreign corporation not-for-

profit authorized under Article C of this part * {relating to forcign

corporations not-for-profit) to do business in this Commonwealth.

“Registered office.” That office maintained by a corporalion in
this Commeoenwealth, the address of which is filed in the Depart-
ment of State or which was recorded in the office of the recorder
of deeds in the manner formerly required by statute.

"Representative.” When used with respect to a corporation,
parinership, joint venture, trust or other enterprise, means a di-
rector, officer, employec or agent thercof,

“Trust instrument.” Any law(ul Jdeed of gift, grant, will or oth-
er document by which the donor, grantor or testator shall give,
grant or devise any real or personal property or the income there-
from in trust for any charitalde purpose.

“Unless otherwise provided.” When used to introduce a rule
implics that the alternative provisions contemplated may ecither re-
lax or restrict the stated rule.

“Unless otherwise restricted.” ‘When uscd to introduce a rule
implies that the allernative provisions contemplated may further

P I3 P ¥
restrict, but may nut relax, the ~tated rule,

"Corporation” or "domestic corporation” :

Derived from ABA~ALI Model Non-Profit Corporation Act § 2{a)*

(a) “Corporation” or “domestic corporation” means a

non-profit corporation subject to the .provisions of this
Act, except a foreigm corporation.

COMPARABLE PROVISIONS:
Corp. Code § 106 (business and nonprofit corporations) .
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§ 135, "Director"

SOURCE:
Derived from N.Y. Not~for-Profit Corporation Law § 102(a)(6)*

{6) “Director” means any member of the governing board of
a corporation, whether designated as director, trustee, manager,
governor, or by any other title, The term “board™ means “board
of directors™. : -

COMPARABLE PROVISIONS:
Corp. Code § 110 (business and nonprofit corporations}; Pa.
. Corporation Not-for-profit Code § 7103 ("directors')

§ 140, "Foreign corporation"

SOURCE :
Derived from N.Y, NHot~for-Profit Corporation Law § 102(a)(7)*

[ (7} “Foreign corporation” means a corporation formed under
laws other than the statutes of this atate, which, if formed under
the statutes of this state, would be within the term “corporation
or domestic corporation” as herein defined. *“Authorized”,
when used with respect to s foreign corporation, means having
authority under Article 18 (Foreign Corporations)? to conduet
activities of the corporation in this state, :

COMPARABLE PROVISIONS:
Corp. Code § 106 (businesa and nonprofit corporations)

§ 142, "Incorporator"

SOURCE:
Corp. Code § 105 (business and nonprofit corporations) (same)

COMPARABLE PROVISIONS:
Pa, Corporation Not-for-profit Code § 7103 ("incorporator')

§ 143, "Insolvent"

SOURCE: .
ABA-ALI Model Non-Profit Corporation Act § 2(h)(same)

COMPARABLE PROVISIONS:
N.Y. Not~for~-Profit Corporation Law § 102(a)(8)



§ 145, '"Member'"; "membership"

SOURCE:
Derived from ABA~ALY Model Non-~FProfit Corporation Act § 2{f)*

(f) “Member” means one having membership rights in
_a corporation in accordance with the provisions of its
articles of incorporation or by-laws,

COMPARABLE PROVISIONS:
Corp. Code § 104 (business and nonprofit corporations)*

§ 104. Member. ‘“Member” Includes each person signing the
articles of a nonstock corporation and each person admitted to mem-
bership therein. -

§ 150. "“Membership corporation”

SOURCE:
New

§ 155. 'Not-for-profit corporation" or "nonmprofit corporation”

SOURCE: _ : ' .
Darived from N.¥Y. Not~for-Profit Corporation Law § 102(a) {5)%

(5) “Corporation” or “domestic corporation” means a cor-
poration (1) formed under this chapter, or existing on its effec-
tive date ' and theretofore furmed under any other general stat-
ute or by any special act of this state, exclusively for a purpose or
purposes, not for pecuniary profit or financial gain, for which a
corperation may be fortned under this chapter, and (2) no part
of the assets, income or profit of which is distributable to, or
enures to the benefit of, its members, directors or officers ex-
cept to the extent permitted under this atatute, ;

heonss

COMPARABLE PROVISIONS:
Corp. Code § 107 (buainess and nonprofit corporations)*; Pa.
Corporation Not-for-profit Code § 7103 ("nonprofit corporation™)

§ 107, Stock corporation; nonstock corporation. “Stock corpo-
ration” means a corporation authorized to issue shares of stock,

“Nonstock corporation” includes every corporation other than
a “stock corporation,”

§ 160, "Voting power"

SOURCE:
Raw



§ 165. Scope of division

SOURCE:

Derived from Corp. Code § 9001 (nonprofit corporation)

ooy

s 9001.

COMPARABLE PROVISIONS:

, Corp, Code § 119 (business corporation); N.Y. Not-for-Profit
Corporation Law § 103%; Pa. Corporation Not-for-profit Code
§ 7102; ABA-ALI Model Nom-Profit Corporation Act § 3

§ 103, Application : . ‘

(n) Exeept pa otherwise provided in this ssetion, this chapier applics
to every domestic corporation as hersin defined, snd to every foreign
eorporatien na herein defined which ix autherized to condact or whish
conduets any activities in this state. This ebapier also applies to any
other domestic corporation or foreign eorpormtion of any type or kind
to the extent, if any, provided under this chapter or any law governing
auch corporation and, if no saeh provision for application is made, te
the extent, if any, that the membershi eorﬁoutium law applied to meh
corporation as of the effective date of this chapter. A corporstion formed
by n speeial aet of this state which has as its prineipal an edn-
ration purpose and which is &, member of the university of the atate
of New York, is an “education eorporation” under section two b
sixteen-s of the education law. ,

To the extent that the memberskip corporations law or the uienonl
corporation law applied to it &s of the effeciive date of this chapter,
the carresponding provisions of this chapter apply to a corporation
heretofore Tormed by or pursuent to a special act of thia state other
than e religious corporation or an “education corporation” under elause
{b) of subdivision one of section twe hundred sixteen-a of the edunca-
tion law, it (1} its principal purpose is e religious, charitable or
education porpose, and (2) it is operated, supervised or controlled by
or in ronnection with a religious orgunization, Any sach corporation
may vleet hereunder at any time efter the effective date of this chapter
to file s certifiente of type under section one linndred thirteen {Certifi-
rate of type of not-for-profit corporation). Upon the filing of such
certitiente by the department ol state, this chapter shall apply in all re-
spects to such earporation,

Tiiis chapter also applicy to any nther corporation of any type or kind,
tormed not for profit under any other chapter of the laws of thik state
excent a chapter ol the consolidated laws, to the extent that provistons
of this ehupter do not confliet with the provisions of such unconsoli-
dnted L. I an applicable provision of sueh uncomsolidaied law re-
lafes 1o o watter etabraced in this ehapter hut is nol in eonflict there-
with, both provisions shall apply.  Any corperstion to which this ehap-
tor is made applicable by this paragraph shalt be treated ax 4 “eorpo-
ration” o “ilomestic corporrtion™ as such terms are used in this chap-
ter, vxeept that the porpeses of any sneh eorporation formed or form.
uble under such uneonsolidated Jaw shall not thereby be extended. For
the prvpuge of this parsgraph, the offeetive dafe of this chapter as to
corphrutions to which this ebapter is made applicable hy this parocraph
shull bee Seplemboer one, nineteen hundred seventy-three,

(b) The general corporation law does not apply to a corpora-
tion of any type or kind to which this chapter applies. A refer-
ence in any statute of this state which makes a provision of the
general corporation law applicable to a corporation of any type

‘T.

The provisions of this part apply to every non-
profit corporation now existing or hereafter formed, unless the cor-
poration is expressly exempted from the operation thereof, or there
is a special provision applicable to the corporation inconsistent with
the provisions of this part, in which case the special provision pre-
valls. - ' '
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or kind to which this chapter is applicable or a reference in any
statute of this state, other than the membership corporations
law,* which makes a provision of the membership corporations
law applicable to a corporation of any type or kind shall be
deemed and construed to refer to and make applicable the cor-
responding provision, if any, of this chapter.

'(::} Af any provision in articles one to thirteen inclusive of (his
ciapler conllicts with a provision of nuy subsequeat articles or of Bny
spectd net under whieh a corporation to whieh this ehupter applies is
formed, the provision in stch subsequent article or special e pre-

veils. A provision of any such subsequent article or special act r
lating to a matter referred to in articles ene to thirteen inclusive and
not in conflict therewith ia supplemental and both shall apply. When
ever the hoard of a Type B corporation, formed under s special act
resasonably makes an interpretation ms to whelher n provisivn ol the
special act or this chapter prevails, or both spply, sueh interpretstion
shall govern unless and until & court determines othérwise, ii' such board
has acted in good faith for a purpose which it reasonably helirves to be
in the best interests of the corperation, provided howcver, that wueh
intl_zrpretntiun shall not bind any governmental body or affieer.

'(d) This chapter applies to commerce with foreign nations
and among the seversl states, and to corporations formed by
or under any act of congress, only to the extent permitted under

the constitution and laws of the United States.

(e) The enactment of this chapter shall not affect the dura-
tion of a corporation which is existing on the effective date of
this chapter.! Any such existing corporation, its members, di-
rectors and-officers shall have the same rights and be subject
to the same limitations, restrictions, liabilities and penalties as
a corporation formed under this chapter, its members, directors
and officers,

{f) This chapter shall not affect any cause of action, li-
ability, penalty or action or special proceeding, which on the
effective date of this chapter,* is accrued, existing, incurred or
pending but the same may be asserted, enforced, prosecuted or
defended as if thie chapter had not been enacted.

§ 170, Existing corporations

SOURCE: o _
Subdivision (a) ie derived from N.Y. Not-for-Profit Corporation
Law § 103{e)*; subdivisions (b) and (c) are new.

(e) The enactment of this chapter shall not affecif the dura-
tion of a corporation which is existing on the effective date qf
this chapter.* Any such existing corporation, its members,_dx-
rectors and officers shall have the same rights and be subject
to the same limitations, restrictions, liabilities and m@iﬁu a
a corporation formed under thia chapter, its members, directors
_nnd officera,

COMPARABLE PROVISIONS:
Corp. Code § 119; ABA~ALI Model Non-~Profit Corporation Act § 3(b)

~fa



§ 175. Existing c

SOURCE:

¥

laims and actions

Derived from N.Y. Not~for-Profit Corporation Law § 103(f)*

() This chapter shall not affect any cause of action, li-
ability, penalty or action or special proceeding, which on the
effective date of this chapter,' is accrued, existing, incurred or
pending but the same may be aaserted, enforced, prosecuted or
defended as if this chapter had not been enacted.

COMPARABLE PROVISIONS: .
Corp. Code §§ 125, 126

§ 180. Reference

SOURCE:
Hew

te former General Nonprofit Corporation Law

CHAPTER 2. YFORMATION AND BYLAWS

Article 1, Incorporators

§ 201. Incorporators

SOURCE:

Derived from N.Y. Not-for-Profit Corporation Law § 401%; ABA-ALI
Model Non-Profit Corporation Act § 28

§ 401, 1ncorporators
One or more natural persons at least nineteen years of age may
act as incorporators of a corporation to be formed under this

chapter.

COMPARABLE PROVISIONS:
Corp. Code §§ 9200 (nonprofit corporation)*; 300 (business cor-

poration)

§ 9200. rawtul purpose without distribution of gains, profits, or
dividends; Incidental business for profit. A nonprofit corporation
may be formed by three or more persons for any lawful purposes
which do not contemplate the distribution of gains, profits, or divi-
dends to the members thereof and for which individuals lawfully may
associate themselves, such as religious, charitable, social, educational,
or cemetery purposes, or for rendering services, subject to laws and
regulations applicable to particular classes of nonprofit corporations
or lines of activity. Carrying on business at a profit as an incident
to the main purposes of the corporation and the distribution of as-
sets to members on dissolution are not forbidden to nenprofit corpo-
rations, but no corporation formed or existing under this part shall
distribute any gains, profits, or dividends to any of its members as
such except upon dissolution or winding up.

o I
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Article 2, Powers and Purposes
§ 301. Purposes
SOURCE:

Derived from Corp. Code 7 3200 (nonprofit corporation)*

]

§ 9200. Lawful purpose without distribution of gains, profits, or
dividends; incidental business for profit. A nonprofit corporation
may be formed by three or more persons for any lawful purposes
which do not contempiate the distribution of gains, profits, or divi-
dends to the members thereof and for which individuals lawfully may
associate themselvzs, such as religious, charitable, social, educational,
or cemetery purposes, or for rendering services, subject to laws and
regulations applicable to particular classes of nonprofit corporations

i or lines of activity. Carrying on business at a profit as an incident

to the main purposes of the corporation and the distribution of as-
sets to members on dissolution are not forbidden to nonprofit corpo-
rations, but no corporation formed or existing under this part shall
distribute any gains, profits, or dividends to any of its members as
such except uppn dissolution or winding up.

COMPARABLE PROVISIONS:

N.Y. Not-for-Profit Corporation Law § 201%; Pa. Corporation
Not=-for-profit Code § 7311%

§ 201. urposes

{a)} A corporation, 83 defined in subparagraph (5), para-
graph (a) of § 102 (Definitions), may be formed under this chap-
ter as provided in paragraph (b) anless it may be formed under
any other corporate law of this state in which event it may not
be formed under this chapter unless such other corporate law ex-
pressly go provides,

(b} A corporation, of a tvpe and for a purpose or purposes
as follows, may be formed under this chapter, provided consents
required under any other statute of this state have been ob-
tained:

Type A—A not-for-profit corporation of this type may be
formed fecr any lawful non-husincss purpose or purposes inelud-
ing, but not limited to, any one or more of the following non-
pecuniary purposes: civie, patrictic, political, social, fraternal,
athletic, agricultural, horticultural, animal husbandry, and for a
professional, commercial, industrial, trade or service associa-
tion. '

Type B—A not-for-profit corporation of this type may be
Yormed for any one or more of the following non-business pur-
poses: charitable, educational, religious, scientifie, literary, cul-
tural er for the prevention of cruelty to children or animals.

Type. C——A not-for-profit corporation of this type may be
formed for any lawful business purpose to achieve a lawful public
or quasi-public objective.

«10a
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§ 302.

Type Di-A mnot-for-profit corporation of this type may be
formed under this chapter when such formation is authorized by
any other eorporate law of this state for any business or non-
business, or pecuniary or non-pecuniary, purpose or purposes
specified by such other law, whether such purpose or purposes
are alsc within types A, B, C above or gtherwise,

{ei H & corporation is formed for purposes whieh are within both
type o snd type I3 sbave, it is & type 3 eorporation. If & corporation
hus among its purposes any purpose which s within type O, sueh cor-
poration i3 & type C corporation, A type D corporution is aubjeet to
all provisions of this chapter which are applicable to & type B co -
tion under this chapter unless provided to the contrary in, and subj
to the eontrary provisions of, the other corporate law auntherizing forma-
tion under this chapter of the type D corporation.

§ 7311. ' Purposes

Corporations may be incorporated under this article for any taw-

ful purpose or purposes, including, but not limited to, any one or

" more of the following or similar purposes: athletic; any lawful

business purpose to be conducted on a not-for-profit basis; bene-
ficial; benevolent; cemetery; charitable; civic; control of fire;
cultural; educational; encouragement of agriculture or horticul-
ture; fraternal;. fraternal benefit; health; literary; missionary;
musical; mutual improvement; patriotic; political; prevention of
cruelty to persons or animals; professional, commercial, industrial,
trade, seryice or business associations; promotion of the arts; pro-
tection of natural resources; religious; research; scientific and so-
cial. '

Unincorporated association may incorporate

SOURCE:

Derived from Corp. Code § 9202 (nonprofit corporation)*

]

§ 9202, Incorporation of unincorporated associations; unincor-
porated associations defined. A nonprofit corporation may be formed
for the purpose of incorporating any existing unincorporated associa-
tion or organization. As used in this part “unincorporated associa-
tion” includes but is not limited to society, library, school, college,
club, church, trustees of a charitable trust, and chamber of com-
merce,

-11-



§ 303.

Powers of the corporaticn

SOURCE:
Deg&ed from N.Y. Not-for-Profit Corporation Law § 202+%

§ 202. General and special powers

{a} Ench corporation, subject {o any limitations provided in this
chapter or suy other sinfute of this state or its certificate of incorporn-
tion, shall have power in furtherance of its eorporale purposes;

{1) To have perpetual duration.

{2} To sue and be sued in all courts and to participate in
actions and proceedings, whether judicial, administrative, arbi-
trative or otherwise, in Jike cases as natural persons.

{3} To have a corporate seal, and to alter such =eal at pleasure,
and to use it by causing it or a facsimile to be affixed or im-
pressed or reprodoced in any other manner,

(1) To purchase, receive, take by graut, gift, devise, bequest
or otherwise, lease, oi otherwise acquire, own, hold, improve, em-
ploy, use and otherwise deal in and with, real or personal prop-
erty, or any interest therein, wherever situated.

(5} To sell, convey, lease, exchange, transfer or otherwise dis-
pose of, or mortgage or pledge, or create a securify interest in,
all or any of its property, or any interest'tlicrein, wherever situ-
ated. -

{6} To purchase, tuke, receive, subscribe for, or otherwise ac-
quire, own, hoid, vote, employ, sell, lend, lease, exchange, trans-
fer, or otherwise dizpose of, mortgage, pledge, use and otherwise
deal in and with, bonds and other obligations, shares, or other
securities or interests issued by others, whether engaged in simi-
lar or different business, governmental, or other activities.

{7} To make capital contributions or subventions to other not-
for-profit corporations,

(8) To accept subventions from other persons or any unit of
government,

(9) To make contracts, give puaraniees and incur liabilities,
borrow money at such rates of interest as the corporation may
determine, issue its notes, bonds and other obligations, and se-
cure any of its obligations by mortgage or pledge of all or any
of its property or any interest therein, wherever situated.

{10) To lend money, invest and reinvest its funds, and take
and hold real and personal property as security for the payment
of funds so Joaned or invested.

{11) To conduct the activities of the corporation and have of-
fices and exercise the powers granted by this chapter in any jur-
isdiction within or without the United States,

(12} To elect or appoint officers, employees and other agents
of the corporation, define their duties, fix their reasonable com-
pensation and tlhe reasonable compensation of directors, and to
indemnify corporate personnel. Such compensation shall be
commensurate with serviees performed.

{13) To adopt, amend or repeal hy-laws, including emergen-
ey by-laws made pursuant to subdivision seventeen of scction

=lZ=



F twelve of the state defense emergency act,’ relating to the activi-
tivs of the corporation, the conduct of ite affairs, its rights or
powers or the rights or powers of its members, directors oo of-
ficers,

{14} To make donations, irrespective of corporate benefit, for
the public welfare cr for community fund, hospital, charitable,
educational, scientifi~, civic or similar purposes, and in time of
war or other national emergency i aid thereof,

(157 To be & metber, sssoeiute of mannger of other non-protit wetivi-
ties or to the cxteni permitied in any oiher jurisdiction to be an in.
corporator of other vorporations, and to be a partuer in a redevelop-
ment compeny formed undar the private housing finarce taw.

(16} To anve and exereise all powers nesessary to effeet any or all
of the purposes for which the eorporation 1s formed. _

(k) If any genersl or speciel lnw hoeretefore pusied, or any eertl-
ficate of ineorporvation, shali lirsit the amount of property n ecorpora-
tion may tuke or hold, or the yearly income lvom the corporate assets
or any part thereof, such corporation wmny take and hotd property of
the value of twenty million dodurs or less, or the yearly income derived
from which shall be two million daligrs or less, or may reeeive yearly
income fren: sueh poerporate assets of two mrll::?n dollurs or less, not-
withstanding any such limitations. [n computing the value of sueh
property, no increase in value erising otherwise than from improve-
ments made thereon shall be taken inte aceount.

{c} When any corporation shall have sold or conveved any
part of its real property, the supreme court, notwithstanding a
restriction in any general or special law, may authorize it to
purchase and hold from time to fime other real property, upon
gatisfactory proof that the value of the property so purchased
does not exceed the value of the property so sold and conveyed

within the three years next preceding the application.

{d) A corporation formed under genera! or special law to provide
parks, playgrounds or cemeteries, or buildings and grounds for eamp or
grove meetings.? Sunday school nssemhliex, cemetery purposes, tem-
perende, missionary, cduneational, scientifie, musical and other meetings,
subject to the ordinances and police regulations of the county, city, town,
or village in which such parks, playgrounds, cemeteries, buildings and
grounds are situated, may appotnt from time to tinme one or mere speeial
polieemen, with power tu remove the same »t pleasure. Such special
policemen shall have the sane powers ss peace officers defined in sub-
division thirty-three of section 120 of the eviminal procedure lsw io
preserve order in and sbont sneh parks, playerounds, remeteries, build-
ings and grounds, and the approaches thereto, end to protect the same
from injury, and to arrest and presecute ahy person making a loud or
unusual notse, or comnmitting any breach of the peace, or commil-
ting any misdemeanor, or wilfully violating the established rules and
regulations of the corporation. Fvery policeman so appointed shall
within fifteen days after his appointment aud belore entering upon the
duties of his office, take and subseribe the outh of office prescribed in the
thirteenth article of the constitution of the state of New York, which
outh shall be filed in the olfice of the ecounty elerk of the county where
such grounds are situated, A policemnn appointed under this section
when on duty shail wear conspienously o metuilie shield with the word
“policean” and the name of the corporation which appointed him
inscribed therson, The compensation of policernen appointed under this

seetion shall be paid by the eorporation by whirh they are nppointed.

{e) Any wilful trespass in or upon any of the parks, play-
grounds, buildings or grounds provided for the purpeses men-
tioned in the preceding paragraph, or upon the approaches there-
to, and any wilful injury to any of the said parks, playgrounds,
Luildings or grounds, or to any irees, shrubbery, fences, fixtures
or other property thereon ov pertaining thereto, and any wilful
disturbance of the peace thereon by intentional breach of the

rules and regulations of tha corporation, is a misdemeanor.,
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COMPARABLE PROVISTONS:

Corp. Code §§ 9501 (nonprofi: corporationy®; 801, 802 (buﬁi-
ness corporation); ABA-aLI Mudel lion-Profit Corperation Act § 5

§ 9501, rowers of corposation.  Fvery ronprofit corporation
may:

{(a) Sue and be sued.

tb) Make contracts, _

(¢} Receive property by devise or henupsi, sibject io the laws
regulating the transfer of property by will, and otherwise acquire and
hold all property, real or persnpal, including charss of stock, bonds,
and securitics of other corporations.

(d} Act as trustee under amy trust incidental to the principal
objects of the corporation, and receive, hold, administer, and expend
funds and property subject to such trust,

{e} Convey, exchange, lease, mortgege, encumber, transfer upon
trust, or otherwise dispose of all property, real or personal.

(f) Borrow money, contraet debts, and issue bonds, notes, and
debentures, and secure the payment or performance of its cbliga-
tions.

(2) Do all other acts necessary or expedient for the administra-
tion of the affairs and attainment of the purposes of the corporation.

§ 304, Effect of articles ou ecuthorier of ofidoars snd directors; ultra
vires acts

SOURCE:
Derived from Corp. Codc © 703 (Lvasine.s ~nd conprofit corporations)®
§ 803, FEftert of salizdes o nihirily of oScers and direotors;
whire Vizen gols

(a) As bebtween corporatica sad its ciiecrs, directors, aud share-
holdore; preseelings b whish 3 wwps may be ssserted. The
statement in the articies of the objects, purposes, powers, and au-
thorized business of the corporation constiiutes, as between the corpo-
raton and its directors, officers, or shareholders, an authorization to
the directors and a limitation upon the actual authority of the repre-
gsentatives of the corporation. Such limitations may be asserted in a
proceeding by a shareholder or the State, to enjoin the doing or con-
tinuation of unauthorized busincss by the corporation or its officers, or
both, in cases where third parties have not scquired rights thereby, -
or to dissolve the corporation, or in a proceeding by the corporation
or by the shareholders suing in & representative suit, agalnst the of-
ficers or directors of the corporation for violation of thelr authority.
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(b} As between corporation or shareholder and third persons,
No limitation upon the business, purposes, or powers of the corpo-
ration or upon the powers of the shareholders, officers, or directors,
or the manner of exerclse of such powers, contained in or implied by
the articles or by Part 9 of this division shall be asserted as between
the corporation or any sharcholder and any third person.

(c) Validity of contracts and conveyanses. Any contract or
conveyance made in the name of a corporation which is suthorized
or ratified by the direciors, or iz done within the scape of the author-
ity, sctual or apparent, given by the directors, except as their au-
thority is limited by law other than by Part 9 of this divislon, binds
the corporation, and the corporation acquires rights thereunder,
whether the contract is executed or wholly or in part executory.

(d) Forelgn corporations. This section applies to contracts and
conveyances made by foreign corporations in this State and to all

conveyances by foreign corporations of real property situated in this
State,

Nt

COMPARABLE PROVISIONS: :
N.Y, Not-for-Profit Corporation Law § 203%; Pa, Corporation Not-

for-profit Code § 7503; ABA-ALI Model Non-Profit Corporation Act

§ 203. Defense of ulira vires .

{8}! No act of a corporation and no transfer of real or person-
al property to or by a corporation, otherwise lawful, shall, if duly
approved or authorized by a judge, court or administrative de-
partment or agency as required, be invalid by reason of tha fact
that the corporation was without capacity or power to do such
act or to make or receive such transfer, but such lack of capacity
or power may be asserted:

(1) In an action by a member against the esrporation to en-
join the doing of any act or the transfer of real or personal
property by or to the corporation. If the unavthorized act or
transfer sought to be enjoined is being, or is to be, performed or
made under any contract to which the corporation is a party, the
court may, if all of the parties to the contract are parties to the
action and if it deems the same to be equitable, set aside and en-
join the performance of such contract, and in so doing may &l-
low to the corporation ur to the other parties to the contract, as
the case may be, such compensation as may be equitable for the
loas or damage sustained by any of them from the action of the
court in setting aside and enjoining the performance of such con-
tract; provided that antiripated profits to be derived from the
performance of the contract shall not be awarded by the court
as a loss or daniage sustained.

{2) In an action by or in the right of the corporation to pro-
cure a judgment in its favor against an incumbent or former
officer or director of the corporation for loss or damage due to
hia unauthorized act.

(3) In an action or special proceeding by the attorney-general
to annul or dissolve the corporation or to enjoin it from the car-
rying on of unauthorized activities.
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Article 3. Corporate Name -

§ 401,

Corporate name

SOURCE:
Derived from Corp. Code § 310 {husiness and =onprofit corporations)*

§ 310. Mislsading or deceptive name; rsservation ol name; lajenction

The Bevretary of Rzsfe shail not file arfickes wlach set forth o pame which is
Likely to mislead the paldic or which is the same o< or reseinbles so closely ag to
tend Ly ddecelyve, any of the Toblvwing:

(a} The name of a direstle corporatio.

£hy The name of o forelgn corperstion which Js authorlesl to fransact business
in this stat:o,

() A pame which b= under regervation for another carporition,

it

Any appiicant may. upan payowent of the foe proseriled therefor in bl Govern-
ment Code, obfain from e Seeretaty of State a certificate of reservation of any
mame not probibited by fhis seetion, and upon e fssuance of the pectificate the

name staded iherein sball e reserved for a period of {#) ituys. The Bee-
retary af Sfate shall not, however, issne eertificates rescrving 1oe same name for
twoear more consecttive e-day periods to the same napplicant or for the

use or benetit of the ralae person, paccnership, firm or corpwration; nor shnll con-
secutive reservations e minde by or for the use or benefit of the same person, part-
nership, firm o eorporition of names s¢ similar as to fall withla the prohibitions
of this spetion.

The use hy u corjwraifol of & ame in xlnluuuu of this scetion may be enjcinced
notwithstanding the I’[l:ng af if= .1rhctes hy the Secretary of State.

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 301*; Pa, Corporation Not-

for-profit Code § 7313; ABA-ALI Model Non-Profit Corporation
Aet § 7

§ 301. Qorporate name; genersl

{a} Except as othierwise provided in this chapter, the name of a deo.
niestic or foreign corporation:

{1) Shall, unless the eorporation ix formed for charitable or religious
parposes, or for purposes for whiek the approval of the board of sorial
welfare, the commissioner of socin] services or the publie health conneil
b required, or is a bar mssociation, contain the ward “corperation”, “in-
corporated” or “linited” or an abbreviation of one of such words; or
in the ense of a foreign corporetion, it shall, for use in this siate, add
&t the end of its name one of such words or an abbrevietion thereof.

(2) Shall not be the same as the name of a corporation of
any type or kind, as such name appears on the index of names of
existing domestic and authorized foreign corporations of any
type or kind in the department of state, bureau of corporations,
ot 4 name the vight to which iz reserved, or a name so similar to
any such name a8 to tend to eonfuse or deceive,

(3} Shall nol contain any word or phrase, or any abbreviation
or derivative thereof, the use of which is prohibited or restricted
by section 104 {Approvals and consents) or any other statute of
this state, untess in the ialter case the restrictions have been
complied with,

(4) Shall not eontain any word or phrase, or any abbreviation or
derivative thereof, in 2 context whieh indicates or implies that the cur-
peration, if Jdemestic, is formed or, if foreign, is anthorized for any
parpose or is possessed in this state of any power other than a purpose
for whith, or s power with which, the domestic eorporation may be and
is formed or the foreign eorporation is anthorized.
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(5} Shall not, other then sz proviced in seclion 404 (Approvals
snd co'nsl;nta), eontain nny of tke fellowing wards o phreses, or any
ahbreviation or derivative tiereni:

acceptance fidelity moriguge
snnuity firance Lavings
asguregnce guasranty ~tate pulice
baxilk indeunity stete trooper
bond i insarancs Birety
cagualty tavastinent title

doetor lawyer trusi
endowment loan ‘ underwriter

“exeept that the word “deetor” or “iawyer’, or an abbreviation or
derivative thereof, may be econtuined in the name of u corporation
the memberahip ¢f whieh ir compesed exelusively of doctors or lawyers.

‘ (6) Shall not contain any words or phrases, or anv nbhrevia-
~tion or derivative thereof in a context which wilt *Lmzi to mislead
the public into believing that the corporation is an [EENCY Or
instrumentality of the United States sr the state of New Yol:k or
a subdivision thereof or is a public corporation.

(7) Shall not contain the word “cooperative” or an abbrevia-

tien, contraction or derivalive thereof, -

{8) 'Skall not, nor any part thereof, be permitted if (a) ita & | e
the public is to prurient, s!}nmefni m’- morbid interest in) !J‘ewd;,ﬁ? n-
desency, nudity, sex, exeretion, sadism or masachism, and (b) it goes
beyond customary limits af esndor in describing or representing sueh
‘l:ln:tam in publie, and {c) it is substantially without redeeming zocial

e, _
Kothing containsd in this sabparsgraph shall he construed to i
* rmif
the use of a corporate name on the ground that sueh words orpgthl.:r
parts of sueh preposed corporate name do not violate the penal law. The
applicetion of thia suhparagraph shall be proepestive only,

Reservaticn of a corporate name

SOURCE:
Derived from Corp. Code § 310 (buriness and nonprofit corpora-

tiong)¥

8 310. Misleading or deceplive pame; reservallon of name; Injunction

The Seerctury of State shall net file articles which set forth a nanne which is
likely' to mistead the piblie or wlhich ts the ssme ns or resembles s closely as 1o
tend to deecive, any of the following:

{a} The hawe of & domestic enrporation.

(1) The neme of a forefzn eorporation shich is suthorized te frunsact Dusiness

in this stute. )

{c} A name which Is usder reservation Lor another corpoiid fon.
"'-_—Any applicant may, upon payment of the Lo preseribed therefor inthe ATyl
ment Code, oltain from the Secrefary of State u certifleate of reservation of any
name not prohibited by this scotivn, aml apen the lsssance of the ertificate the
name stated thervin shal be roserved for 2 period of 60 days. The Sec-
retary of State shall not, hewever, lssce corfificates reserving the same nime for
two or nore consecntive G-day poriods ta the same applicant vr for the
use or bepeflt of the rame person. partnerskip, ficm or corporatlon: nor shall con-
seentlve reservatlons be made by or for 1he nse or bencefit of the sane Jarson, part
nership, Hrm or corporation of nanes so simllar as fo fall within the peobtbithos -
of this xection.

The use by a corporntion of & nume In violaiion of this section may e onjuaoed
notwithstandizg ihe filing of its articles by the Seerctary of Seate,
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COMPARARLE PROVISIONS: .

N.Y. Not-for-Profit Corporation Law § 303; Pa. Corporation Not-
for-profit Code § 7315; ABA-ALT Model Non-Profit Corporation
Act § 74 (optional)

Article 4. Arcicles of Incorporation
§ 501. Required provisicns

SO0URCE: :
Derived from Corp. Code § 9300 (nonprofit corporatiom)#*

9300. The urticles of incorporation shall set forth:

{a; The name of the corporatinn.

(b} The speeifie and primary purposes for whick it is
formed. This requirement shali ot be deemed to preclude a
steterient of general purposes or powers ar to restrict the right
of the corporation tu engage in any other lawln) aetivitya

{c) That the corpuration is organized pursnant to the Gen-
eral Nonprofit Corpuration Law or pursuant to Part 1 of Divi-
sion 2 of Title 1 of the Corporations Corde.

- (d} The county in this state where the prineipal office for
the transaction of the businrss of the vorperation is located.

(e} The names id addresses of Heasgruers, persons who the
are to act in the eapueity of directors until the selectton of their
gueeessors. Theso persens s it Hday

FHEP L AR L i Eadaa e
—srpprepritacbuttheyshall-basubicct to all taws of this state are
relating to dircetors except as otherwize provided m this part. -

The rumber of persons so nimed constitntes the number of
directors 0f the corporation, it ehanged by an amendment
to the articles ar, unless the articles otherwise provide, by 2
bylaw adupted by the members, [fowever, the articles or, un-
lIrss the articles provide otherwise, & bylaw daly adopted by
the :nembers, may state that the nuniber of directors <ball be
ner fess than o stuted neemnn {wt el in ne case shell he less
than Aves nor wmore then a stated maxinnon {wlhick in ro case
shall rxeeed sack sinted mininame by wmere than theee) ; and in
the ceent that the articles ar bylaws permit saeh an indefinite
nunibes of dweetor., the exael gumber of directors shal! be
fxed, withhy e lnds speceified inoile qrticles or bylaws, by 2
bylaw or oneendmeent thereol dialy adgoptad by the members or
by 1he board of direeivrs, In the event the artieles provide {or
an indefinite pumber of divectors, unless the artivles provide
otherwise, sueh indefinrte number may be changed, or a defi-
nite number fixed withsut provision for un indefinite number,
by a bylaw duly adopted by the members.

(fy If an existing unincorporated assaeiation is being in-
corporated, the name of the existing unincorporated assovia-
tion,

/Eggsistent with
its stated pur-

EDSEE .

COMPARABLE PROVISIONS:

Corp. Code § 301 (business corporation)

N.Y. Not-for-Profit Corporation Law § 402%; Pa, Corporation
Not-for-profit Code § 7316; ABA-ALI Model Non~Profit Corpora-
tion Act § 29

§ 402. Qertificate of incorporstion; contenis

{a) A certificate entitled “‘Certifisate of Insorparation of ... ...
{name of corporstion}, under aseation 402 of the Not-for-Prefit Coerpo-
ration Law.” shell be signed by each incorporster with his name and
sddress stated henealh or epposiis his signsture, scknowledged and de-
liverad to the department of state. It shali sat forth:
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{1} The name of the corporation. .

{2) That the corporation is a corporation as defined in sub-
paragraph (&) {b} of section 192 {Definitions); the purpqsa or
purposes for which it is formed and the type of corporation it
shall be under section 201 {Purposes); ang in the case of a Type
C corporation, the lawfui public or quasi-public objective which
each.business purpcse wiil achieve, ,

{2) The city, town or incorporated village, and the county
within the state in which the office of the corporation is to be
located, It may also set forth the post office address of an
office without the state, at which, pursuant to section 62%
{Books and records; right of inspection; prima facie evidence},
the books and records of account of the corporation shall be kept

{4) The territory in which its activities are principally to be
conducted, . ,

{6) In the ecase of a Type B or Type C corporation, the names
and addresses of the initial directors. In the case of any other
type of corporation, the names and addresses of the initial di-
rectors, if any, may but rieed not be set forth.

(6) The duration of the corporation {f other than perpetual.

{(7) The post office address within or without this stata to
which the secretary of state shall mail a copy of any notice ye-
quired by law. _

(8) If the corporation iz to have a registered agent, his name
and address within this state and a statement that the registered
agent is to be the agent of the corporation upon whom process
against it may be served.

(9) If any epprovals or consents are roquired by this chapter or any
other statute ot this staie before the certificate may be filed, & state
ment that prior to delivery to the department of stata for filing nll such
approvals or consenta will be endorsed upon or annexed to the cer-
tiﬁt;iczte. 1t no approval or consent iy 5o required, » stetement to that
eifect,

{10} The statements, if any, with respect to special not-for-
profit corporaticas required under article 14 (Special not-for-
profit corporations), a

(b) If the certificate is for the incorporation of an existing
unincorporated association or group it shall have annexed there-
to an affidavit of the subsecribers of such certificate stating that
they constitute & majority of the members of a committee duly
authorized to incorporate such association or group.

. te) The certificate of incorporation may set forth any provigion, not
ineonslstent with this ehapler or any other statute of the state, whigh
provision is (1} for the regnlution of the internnl affairs of the corpors-
tion, toeluding types or clusses of membership and the distribution of
ussets on dissolution o final liquidation, or (2) required hy any gov-
eromental body or otficer or other persan or body as a condition for
giving the couseni or approvel required for the filing of sueh eertifi-
vate of incorporation,
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§ 502,

§ 503.

h——

Permlseible provicions

SOURCE:
Lorp. Code § 9303 (nonprofit corporation) (gubatantially the same)#

§ 9303. Regulation of corporate affairs. The articles of mmr?
poration may state—apy—desipad-peoricion-for-the-rogilationof-the |
mmmﬁwmemm‘ inciud-

ing any restrictions authorized by Article 2, Chapter 1, Part 8, Divi-

f 564 Porth ez v

*d
rovision not
inconsisten

sion 1, Title 1 ¥ of thiz code upon the power to amond the articles ofJ

incorporation. statute of this ste

| regulation of the co&oru.ﬁon s

iaternal affairs ,

with this code
__..—..—'h‘--
or other
te for the

_J

COMPARABLE PROVISIONS:
Corp. Code § 302 (business corporation); W.Y. Not-for-Pro

fit Cor-

poration Law § 402(c)*; Pa. Corporation Not~for-profit Code

§ 7316(a)(9); ABA-ALI Model Non-Profit Corporation Act §

te) The vertitieate of rnearporation may set forth sny provision, not
neonsistent with this t‘lmpter or nuy other statute of the, state, which
praviston is {17 far the regulaiion of the internnt affaire of the corpors-

tion, inelading typwes or classes of membership and the distribution of
assels on dissolntaon or Tinal Hgundetien, or (2} reguired by any gov-
eraméntal body or officer o ather persen or body as a condition for

Kiviag the eorsert o approsal requered for the filing ﬁf sueh eertifi-
cate ol inrorporation.

Executlon of articles

SOURCE:

Corp. Code § 9304 (nonprofit corporation)(same in substan
——

§ 9304. Execution of articles

29(d)

ce)*

(a) Slgnatures' acknuwleﬁgment authenhcntmn E\cept i
g . : y i » a |2I‘O- .
vided for in subdmsmn (b) hepeef each person namod in The articles

to act in the capacity of a first director shall, and any other person
desiring to associate with those persons in the formation of the cor-
poration may, personally sign the articles of incorporation. All sig-
natures thereto shall be personally acknowledged before an officer
designated by the laws of this State as one before whom an acknowi-
edgment may be made. Any cortificate of acknowledgment taken
without the State shall be authenticated by the certificate of an of-
ficer having the requisite official knowledge of the qualification of the
officer before whom the acknowledgment was made when taken be-
fore any officer other than a notary public or a judge or clerk of a
court of record having an official seal.

(b} Imcorporafion of unincorporated assoclations; affidavit of
guthorization. In the case of the incorporation of an unincorporated
association, the articles of incorporation shall be subscribed and exe-
cution thereof personally acknowledged before an officer authorized
to take acknowledgments by the presiding officer or acting presiding
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§ 504.

officer and tha secretavy or clevk or similar officor of the association
or by sy lenst o muagority of fie o g bourd o body, and there
shall be atiached thereto the nffidavit of the subscribing officers,
board or body that bne csseintinm bas duly avthorized its incorpora-
tion and hos (uhm red saiG oificors, board or hody {o execute the

% articies of ineornorationg,

'COMPARABLE PRGVISLONS:

Corp. Cede § 307 (business corperation); N.7. Het-for-Profit
Corporaticn Law § 402{a}; Yu. Cerporatlion Not-for-prefit Code
§% 7315, 7341

Filing of articles; effect of {iling; dissenting member of unin-
corporated association

SOURCE: :

Subdivision (a) derived from Corp. Code § 9304.5 {nonprofit
corporation) (same in substance).* Subdivision (b) derived from
N.Y. Not-for-Profit Corporation Law § 403* and Corp. Code § 9604
{nonprofit corporation)*

§ 9304.5 Filing artictes; secretary of siate; county clerk. If
the articles conforin to law, the Secretary of State shall file them in
his office and shall endorse, the date of filing thereon. 'The corporate

existence begins upon the filing of the articles and continues per-
petually unless otherwise expressly provided Daydan,

A copy of the articles certified by the Secretary of State and
hearing the endersement of the date of filing in this office shall be
filed in: the office of the county clerk of the county in which the cor-
poration is 1o have its principal office and in the office of the county
clerk of each county in which the corporation acquires ownership of
any rteal property.

§ 403. Certifioata of incorporation; effect

Upon the filing of the certifieste of incorporation Ly the de-
pariment of state, the corporate existence shall begin, and such
certificnte shall he conclusive svidanee that all conditions nrece-
dent have been fulfilled and that the corporation has been formed
under thiz chapter, except in an ection or special proceeding
hrought by the attornev-general Where the certificale is for
the incorporation of an unincorporated asseciation or group, the
membera of such agsoeiation or group shall ba members of the
corporation co created, and all property owned by or held for it
shall belong Lo and vest in the zorporation, subject to all existing
incumbrances and claims as if incorporution had not taken
place, Where the certificate is for the reincorporation of a cor-
poration created by apecinl law for purposes for which a cor-
poration may be Tormed under this chapter, anch reincorporation
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shall not ef fect & dissolution of the corporation but shall be a con-
tinuation of its corporate existence, without affecting its then
existing property rights or liabilities, or the liabilities of its
members or officere as such, bat thereafter it shall have only
such rights, powers and privileges, ani be subject to such other
duties and Habilities as & corparation formed for the same pur-
poses under this chapter.

§ 9604. Incorporation of unincorporated association; continua-
tion of members; dissent. If an unincorporated association is incor-
porated under this part, the members of the association shali be mem-
bers of the corporaticn so ereated, unless they {ile their dissent in
writing with the secretary thereof.

COMPARABLE PROVISIONS:

Corp. Code § 308 (business corpcoration); Pa. Corporation Not~
for-profit Code § 7319; ABA-ALI Model Non~Profit Corporation
Act § 31 T T

§ 505. Filing copy of articles with county clerk

SOURCE:

Seme in substance as second paragraph of Corp. Code § 9304.5
(nonprofit corporation}*

§ 9304.5 Fliing articles; secretary of state; county clerk.
¥ X ¥ X "

-.|é?copy of the articles certified by the Secretary of State and
bearing the endorsement ol the date of fiLng in. this ofice shall be
filed 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.

The corpora-
tion shall
file a

COMPARABLE PROVISIONS:
Corp. Code §§ 311, 312 (business corporation)

Article 5. Amendment of Articles

§ 551.

Right to amend the articles

SOURCE:
Derived from N.Y. Not~-for-Profit Corporation Law § 801(a)*

(a) A corporation may amend its certifieate of incorpora-
tion, from time to time. in any and as many vespeets as may Le
desired, if such amendment contains onlv suck provisions as
might be lawfully contained in an original certificate of incor-
poration filed at the time of making such amendment.
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COMPARABLE PROVISIONS:

Corp. Code §f 3602, 3603 ‘busires: and nonproflt corporations)#;
Pa. Corporation Not-for-profit Code § 7901; ABA-ALI Model Non-
Profit Corperation Act § 33

§ 3602. festerator of =unerseded provisions; provisions con-
sistent with law; change of corporate exisience to new law, DBy
complying with the provisions of this chapler, a corperation may
amend its articles for any or all of the following purposes:

{a) To readopt and restove ony prevision of its articles which
has been superseded or changed Dy any certificate, instrument, or
proeeeding pursuznt to law.

(hy Gensrally, to add to, cmit {rom, remove, or othervise alter
the provisions thercof in any respect consistent wiih the Inw under
which the corporation exists or secks to exist, exeept {hat no corpo-
ration may amend its articles so as te exist mnder a law olher than
that under which it was organized or exists unless the law under
which it proposes to exist and be governed by expressiy authorizes
such change by amendment.

§ 3603. First directors and subscribers. A corporation shall not
amend its articles to alter the statements which appear in the original
articles of the names and addresses of the first directors or of the

number of shares subscribed and by whom.

§ 552. Adoption of amendments generally

SOURCE:

Derived from Corp. Code §§ 3632, 3632.5 (business and nonprofit
corporations)*

rﬂ

§ 3632. Adoption by directers and sharsholders

After any shares bave been issued or subscription: for shares have been ac-
cepted, or members other than the incurporators have been zdmlited by 8 nop-
gtock corporation, amendmentys may he adopted by resclutbon of the board of
directors and the vote or writtom consent of sharcholders holding at least a
majorlty of the votlog power, ar by two-thisda of a quorum of the memlers of
a nenstoek corporation, given clther before or after the adoplion of the resviutlon
of the board of directors, except that in the cese of ponstock corporatlons where
the members have uovegual voting power the amendment shsll be approved by
the vote or writlen comsent of members hokling not less than 4 majority of the
voting power.

The articles of Incorporafion may require the vote or written consent of the
holders of any greater pereentage or iraction of the outstandlng shares of any
one or more classes ar serles for the approval of guy smuendment of the srilcies ur
of smendments of particular kinds or for partleular purposes, or mway requice
for such approval the vote or writtep copsent of the holders of n greater per-
eentage or fraction of the votlng power or outstauding shares, then would other
wise be required uoder this article, but in no case may the artleles or bylaws
prohibit any emesdment suthorized by this chapter,
| —%




errom,
§ 3633 Alterrate methed of ndoplion: vete or written consent of polleymakling

a¢mitise

IF the bylaws of & Donstock corporation zo provide, 4oy wember action reguired
for the adoption of smendmonts én the articles of incorporstion may bo taken, 1n-
stend, by ibe wvote or writtin conseni of at teast two-thirds of the memhers of o
polleywaking committer creatrd by the members of the eoFporation to represent
and act for the corporstion mewmbers in (e matter, with or without suthority
lo represent and act for the corporation members in other matters Omly memn-
bern of the corporstion shall nerve on such commilton,

b

COMPARABLE PROVISIONS:

N.Y. Not-for~Profit Corporation Law § 802%; Pa, Corporation Not-
ior—proiit Code § 7904; ABA-ALI Model Non-Profit Corporation

et § 3

§ 82, Antborization of amendment or change, class vote

far NwerDoeat or clnge of the enitidiente of earpornbion shali be
walhorieed:

21 IO thiere wre enbers sndndid o vele thereon, by majority wvole
el zuch sewhers 0t wecting as provided in parazraph (o) oF see
fion GBY'T (Vole ol suembers),

(27 I thers are ne menibers coutitied 1o vote thervon, by vete of
e ity of the entirs baned,

1h) Notwithetonding any provision i the certificate of incorpora-
lton or hy-taws, members ot n class skall be entitfed to vote snd to
vole us nocluss upon the authornization of nn amendment and, in addi-
fron to ibe authorzation of the smerdment reqoired by parazraph (a)
{1), the smendment shall be suthorized by majority vote of the members
ot the ¢lass, when the proposed amendment woulit exclude or limit their
right to vote on any matter exeept as such right may be limited by
voting rights miven lo mermbers of an existing elass or of o new class,

ie} Any one or more of the {ollowing ehinges mauy be authorized by
or pursuant fo autherization of {he boerd:

i1} To specily vr chamge the loeation of the utfice of the sorporation.

(2} To specily o chappe the post office address to which the
seeictary of state shall mail & copy of uny notice required by law.

{3) To make, revoke ar change the designation of a registered apent,
or to 2pocily or chanee the eddress of its repistered agent.

{d} This section shsl! ool alter the vole required under any other
seckion for the authorzation of an amendment referred to therein, nor
after the spuihornity of the beard to santhorize amerdments under any

olher aretion.

§ 553. Adoption by incorporators

SOURCE:
Same as part of Corp. Code § 3630 (business and nonprofit

corporationg)*

sl
8 3630. Adoptlon by lncorporators; vole required

Betore ny-shiseebinoteon-iasmiad-obanbiesiptlon. foo shoras-iazy-baeb-aooofbady
we-hefape any menbers of 2 -Ronstoek corporation other thap the Incorporators
bave beon admit'od, any waendment of the artwles may e adopted by o writing
sigien !_. £3a1- tlnrd\. af the invorporators of the eorporntlon-er-in-the-coseof-nsboth-
PR PPERr T -t: e .ulu.r ...1 1-; FEVEY U PAETIR B - TR PO SOF il:_{:.cu ’: .‘:‘.1_ m
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§ 554, Minor amendmenirs

SOURCE: ] - i
Derived from H.Y. Not-vorx-FProtit {ovporatiar Law § 80Z(c)A

e} An¥ enp of Wwovs 0 the Touow iy cherges muy oo anthorized by
or pursugnt io putherization of the hosrd: i - _
1) To speeify or change the foeation o the of Goe o ke corpretion
{2) To specify or change he posi office adaress whick ihe
gearetary of state shall wmd 2 copy of any netice veqaire! by fow.
(3) To make, revoke or changs ilie dusignalion of » rorisdered nypeni.
or to specily or shange the address of s vegistered ngent.

—
COMPARABLE PROVISIOHS:
Corp. Coda § 3600(c;*

(¢} To change the location of ils principal office o any other
county within the Siate; but no amendment need be made to change
the principal office from one location io another in the same county.

§ 355. Form of amendment; construction L

SOURCE:
Corp. Code § 3631 {businese and nonprofit corporations){sub~
stantially the same)*

§ 363t. Form of amanémen?; constrioctisn
@ The resstutlon of thie toaed of Jiteetors and ihe seselwtmo-es{tonsents of the
shrpretebtorec gy Fovine any wiucodment or (e writing sigued by (he Jncorgorutors,

stndi establish the wonding of the dmendrmenf or pmonded articies Dy one or more
of the faitowving means: o w

@_ b iy prasiding Phat thee serivies shadi tes apvonet feoread e therein ser forth

in full

Dot arooies, whive sholl Ve Lleptited

(AT T I SPhv b o d el rhe wandiog

-

af, <o b strwekne

PSRRI B VL SRR

By providing-ths todre-smmbb e e e bicke coalarkider adiu ot bt At S i
Hthe-porposs si-the-peetdreni-di-foefie g -shoeles pilb-arerve ria-rteek-gpiit-cn
-motieies-shnl-ghaie-th oo feei—thore b marisramduag-ahg re-

@\_ﬂi‘he wording «f ruy provieion preposed to be anended or stricken from (he articles
or readopted anag ceslorsd shall be deemed i I thet wiilcn by conigined in the
origina) articies, valees surh wording nés beett chgnged purscant (o a statuie which
expregsly sothocized the pmendment of articles, b which et sach wordlng shaejl
be deemed to be that whick Is provided for In the docnment or doeunendy filed for
the purpose of making such amendment ofective. No change wiseh hay breome
effective pursuant to gny st.oute wider dhd act cxpoessty provice for the amend
ment of articles shill be deemed (o hnve the offcet of impliadiy amending the sifect-
ed provision of the artlcles so ey o Pead in coaformaity with suel change.

COMPARABLE PROVISIGNS:

N.Y. Bot-for~Profit Corpoxation Law § 803: Pn. Corporation
Rot~for-profit Code & 7902(b)*; ABA--ALI Model Won-Profit
Corporation Act § 35
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{b) Form of amexdmen: - The resclution or pelition shall con-
tain the language of the proposed amendment to the arlicles by
providing that the artwcles shall br amended so as to read as there-
in set forth in full, o that anv srovsion thereof! he amended =o
as 0 read gs thersin <er forth i fuil, or that the matter stated
in the resofatias of pefition he added o or stricken {rom the
articles. The resoliiion or getition may st furth the manner and
tragie of reclazaiiyiy the shares of the corg

aralin,

§ 556. Certificate of amendment

SOURCE:
Derived from Corp. Tode §§ 3671, 3672 (bueinese and nonprofit
corporations;*

3T, Amendment by Incorporaters; contenls of certificate; signing and verifica-
1lan ’

En the rose of amendmenty adopted by the mecrporators the certificate shalt show
thar the sirners thercof enastiture at least {wa-thlrds of the incorporators, and that
they adop! the wnendment o tendinents therein set forth, In the case of a sioek
corgaration the cethitieate gl set Torth (hat it has, Isswed no shures and has no
suliseription T <Bires satstinding and if the amendment or amendaents he addopted
ﬂ Wy the direchiess the certificate <iall alse st forth a copy of the resoletlen ur rosely-

tions by whicth the wmendment or amendreots were sdopted and show that the
resolution ot resolutlons were adopied hy the vote of ut least two-thinds of the
bosrd of dire¢tors. If the amendrment or amendments be adopted hy the {ncorpors-
tors the certificate shall he slgned by not iecss than two-thirdy of the incorporators,
or If the amendment or amendments be adopted by the directors the cortificate shul)
be signed by not lesa thap two-thirds of the board of dlrectors, amd, i efther cawe,
the certificate shall be vertfled by the signed aflldavits of the persous sighing the
certificate stating, in effect snd under oath, that the matiers set farth i the cer-
tiflcate are true of thelr own knowledge. Tn the case of a nonstock corporation
the rertificate shall set forth that the eorporatlon hay admitted no members other
than the incorporators. The certificate shall be signed by at least two-thirds of the
tncorporators, and shufl be vertled hy their slgned atfidavit stating, in effect and
under oath. that the matters set forth in the certificate are troe of their own knowl-
edge.

o SOTE T dhieeuse of sncaniments awdepted after the issiaanes
el shares op whale any sidhseription o shores 3 ousstamlng
prior to the issuanee of any shiores ar zfter menthers other than
the ineorporatars have been admiticd by a nonstoek cornora-
tien, the certifieate shall be sizned by the president ar a viee
president and fhe seeretary or an assistant seeretary, and shall
be verified by their affidavit stating, in ~ffeet, that the matters
set forth in the cortifieate are troe of their own knowledpe.

‘he cortificate shell set farth the follnwing

{w) I the amendment iy ene for the adeplion of whiek a
resolution of the bowrd of divertars atane i required. a copy of
fhe resolution af the Board of diveciors,

iy 1f the amendment s one for the adoption or approval
of whicii the vate or consent of tha shareliolders or members
zlonte is regquired g oopy of the reseintion adopting the amend-
ment; the time andd plaere ol che ineetine ot which fhe resolu-
tion was mlapted, wod the numder of shaves ar members voting
i faver of ~he reseletien: ar o anreven wis By owiriilen con-
sonid, 8 enpy of the om0 wreitien consent: the aumber of
shurres or memnbers eonsentr g msl e either case, the total

D



§ 557.

mutrber ol shares entitled te vole iy e vonsent to the amend-
ment, or. i the case of o nonstock corpurition, the number of
members constituting a quorun, exeept that in the case of
ponstock eoTporations baving mentbers with urtequal voting
power the cortifieate shatl state it fact und shali state the
total mamber of vetes cutitled ta be voted for ur to consent to
the amerduens and the number of votes enst for or consenting
ta the amendtent; and, except further, that if the member
spnroval was priven by a polieymaking commitiee oreated by
the reiebers pursiant to Seeticn SG32.5. to represent and act
for the members in the atter, the certificate shall state that
Fact awd shall state the number of commitive mermbers voting
for or vonsenting to the amendment amd the total number of
cominittes menbers entitled to vote on or consent to the amend-
Imaent,

fei I the amendment is ane which js required to be adopted
By the vore al different clusses of shares, the tote]l number of
oatstanding shares of carl class ol e ruber of shares of
each cluss cobsentine 10 ar votuie in favor of the resolution
amendiue e Grticles, : .

Gl 11 he Laolders of any elass of shares br memlerships re
entitied to mare o Jess Han one vote per share or miembership,
the total naniber of vedes cntitled to be cast or to be repre.
sented Dy weitlen eonsents and the otz mumber of votes cast
in favar of Al pegposed aniendioent . or, represented by the
Writlen eollsents theretn,

o B e sneandieeat i oohe o the adoption of whiel the
approvat of both the boaed of Directors g the sharcholders
DETeTbers i reinived. e cortilicate shalf set fartl: the matter
required by osulidivision (0% aned the uhdter regquired by soh.
divisiong (o) and e o appiicable. The certifieate shali alsp
st Tarth the muatter reguired by subdivision (b)), exnept thit
it el not set out o cany ol (e shurebolders' resohation or
WEILEEL verisen adopting the amendment, but in lieu thereof
the certificate shall state that 1le wording of the amended ar-
ticle or artieles as set forth in the shareholders” resolution or
written consent is the same ag that set forth in the directors’
resolution,

| B

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 803; ABA-ALI Model Non-

Profit Corporation Act § 35

Filing of certificate

SQURCE:
Derived from Corp. Code §§ 3673, 3674 (business and nonprofit

corporations)*
guast—ncwl

. iling with secretary of state; ceriified copy as prima
Euézfzziinnufiqgﬁe certificate shall be supnﬁtuxi}n the Saﬂ?@ary
of State. If he finds that it shows a compliance with the provisions
of the law he shall file it and put an endorsement of filing I‘.l'ﬂa:;:;()ir:i
Thereupon the articles of incorporation shall be deerqed amend au
accordance with the certificate, and a copy of the certificate, certifi
by the Secretary of State, is prima facie evi.dence of the perform-
ance of the conditions necessary to the adoption of the amendment.

onmampnivd
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§ 3674. Filing with county clerk. The corporation shall file a
copy of the certificate, certified by the Secretary of State, with the

county clerk of the county in which the principal office of the corpo-
ration is located and of every county in which the corporation holds
real property.

s .

COMPARABLE PROVISIONS:
N.¥. Not-for-Profit Corporation Law § 803(s); Pa. Corporation
Not-for-profit Code § 7906; ABA-ALI Model Non~Profit Corpora-

tion Act § 36

§ 558. Restatement of articles

SOURCE:
Corp, Code § 3800 (husineas and nonprofit corporations] {aub-

stantially the same)*

§ 3800. Resolution of directors; contents of.resolution; certifi-
cate of restatement, . A corporation may restate-in a single certificate
the entire text of its articles of incorporation as amended by filing
n-the-Office-of the Secretary of State a certificate entitled “Restated with
Articles of Incnrporatmn of {insert name of corporation)” which —_—
shall set forth the articles as amended to the date of the certificate
but the certificate shall not itself alter or amend the articles in any
respect except that the signatures and acknowledgments of the incor-
porators may be omitted.

s is or any two
e%-the—eerpem&on and shall be verlﬁed b_v their sggned aﬂ‘idamts that subordinate
they have been authonzed to execute the certificate by resolution of | officers officers of
the board of directors adopted on the date stated, and that the cer- the corpora. corpora=-
tificate correctly sets forth the text of the articles of incorporation as |S&2%
amended to the date of the certificate.

CDMP&RABLE PROVISIONS:
N.Y. Not~for-Profit Corporation Law § 805; ABA~ALI Model Non-
Profit Corporation Act § 37

§ 559. Filing certificate of restatement

SOURCE:
Corp. Code § 3802 (business and nonprofit corporations) (same

in aubstanca)* ,

8 3802. Certificate of restatement, filing cortified coples. When.
ever a corporation is required to file in any office in this State,a cer- (3

tifled copy of its articles pursuant to any provision of this-eede, in @
lieu of filing a certified copy of the original articles and certified cop-

les of all certificates amendatory of or supplementary to the original
articles, it may file a certified copy of the most recent certificate re-

-28..



stating its articles as amended, filed pursuant to this article, together
with certified copies of ail certificates of amendment filed subsequent
to the restated articles and certified copies of all certificates supple-

mentary to the original articles. '

COMPARABLE PROVISIONS:
N.Y. Not~for-Profit Corporation Law § 805(f)

§ 560. Effect of article

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 802(d)*
{t!) This seetion ghall not alter the vole required under eny other
section for the authorization of an amendment referred to therein, nor

alter the authority of the hoard to authorize mmendmerts under any
otber section. -

COMPARABLE PROVISIONS: | ,
No comparable provision in the Corporations Code

§ 561. Action by Attorney General, member, officer, or director

SQURCE:
New

'COMPARABLE PROVISIONS:
N.Y. Not~for-Profit Corporation Law § BO4*

§ 804. Approvais and effect

(a} A certificate of amendment shall not be filed if the amendment
adds, changes or eliminates o purpese, power or prevision the inels-
sion of which in & certifieate of incorporation requmires consent or ap-
proval of & justice of the supreme court, & governmentai body or of-
ficer or nny other nerson or body, or the giving of notice to the uttor-
ney-general, or if the amendment changes the name of a corporution
whose eertifieate of incorporation had such consent or approval en-
dorsed iheresn or annexed therets, unless such consent or approval
is endorsed on or annexed to the eertificate of amendment and the no-
tire to the attorney general has been given as required by law.

(b} The department of state shall not file a certificate of
amendment reviving the exictence of a corporation unless the
congsent or approval of the justice of the supreme court, a gov-
ernmental body or officer or any other person or body required
to be endorsed on or annexed to the certificate of incorporation
of a corporation formed for similar purposes, is attached there-
to, or, if notice to the attorney-general was required prior to the
filing of its certificate of Incorporation, the certificate of amend-
ment should indicate that such notice has been given as required
by law.

{c) The department of state shail not file s certificate of amend-
ment reviving the existence of a corporation if the name of the corpora-
tion being revived is not available under section 391 (Corporate name;
genernl) for use by & corporation then being formed under this chap-
ter, unless the certificate of amendment shall change the name teo
one which ts available for sueh use.
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(d) No amendment or change shall affect any existing cause
of action in fuvor of or against the vorporation, or any pending
suit to whieh it shall be a party, or the existing rights of persons
other than members; and in the event the corporate name shall
be changed, no suit brought by vr against the corporation under
its former name shali abate for Lhut reason,

Article 6. Bylaws
§ 601. Required provisions

SQURCE:

Same in substance as part -of Corp. Code § 9301 {(nonprofit cor-

_Pix_-ation)*
§ 9301. ptembers and membership. rights; dues and assess-

ments,

éx)cept to the extent the articles of incorporation
expresgly provide for the following, the hylaws shall
gat forth: . .

g) The authorized number and gqualifications of
mepbers of the corporation y and, if any, the different
classes of membership yeéf-mayy .

.Oll 4he The property, voting, and other rights and
privileges of members y-and-theds .

c¢) The liability 4e of members for dues or assess-
ments and the method of collection thereof y-shail-he
pek-Fersh-either-in-she-aviteles-or-in-the-byflavwsy
whigh-~shali-neby-Rovevezrs-provide-for-the-isgunnas-of
mere-LNAR- oHA -manBaraRip-Lo-any-pambay ,

AIf the voting, property or other rights or interests, or any of
them, be unequal, the—astieles-ertnsdawschall setfonth the rule or
rules by which the respective voting, property or other rights or in-
terests of each member or class of members are fixed and detor-
niined.

The articles or by-laws may authorize dues or assessments or
hoth to be levied upon all members or classes of membership alike, or
in different amounts or proportions or upon a different basis upon
different members or classes of membership and may exempt some

members or classes of membership from either dues or &ssessments,
or both,

-30-
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The articles or ky-laws may fix the amount and method of col--
lection of dues or assessments or hoth, or may authorize the board
of directors tu {ix the amount thercof from {ime to time, and make
them payable at such times or intervals, 3nd upon such notice, and
by such methods as the directors may prescribe, Dues or assess-
ments or both may be made erforecable by action or by the sale or
forfeiture of membership, or hath, upen reasenable notice,

§ 602. Parmissible provisions

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 602(f)*%

(f) The by-laws may sontain any provision relating tc the
business of the corporatien, the eonduct of its affairs, its rights or
‘powers or the rights or powers of itz members, directors or of-
ficers, not inconsiatent with this chapter or any other statute of
this state or the certificate of incorporation,

COMPARABLE PROVISIONS:

Corp. Code §§ 9401, 9402, 9403 (nonprofit corporation)*; § 501;
Pa, Corporation Not-for-profit Code § 7504; ABA-ALI Model Non~
Profit Corporation Act § 12

§ 9401. Permissible provisinng, The by-laws of a nonprefit cor-
poration may make provisions for:

12y The time, place, and manner of calling, giving notice of, and
condueting regular and spuectal mectings of muembers or dircetors,
which: may be held outside the State. The by-laws may dispense
with notice of all regular members” and directors’ meetings.

(b} The requirements of a guorum of ditvctors or members,
which may be greater or less than a majority.

(c) Subject to any previsions in the articles, the ptimber, thime
and manrer of chonsing, gualifications, terms of vilice, oflicial desig-
nations, powers, dutics, and compensation of the directors and other
officers.

{d) The appointment and authority of executive or other ¢com-
mittees of the board of directors.

§ 9402. Members and membership rights. The by-laws of a
nenprofit corporation may make provisions for:

fa} The admission, election, appointment, withdrawal, suspen-
sion, and expulsion of members.

{b} The gualifications of members and different classes of mem-
berships, and the preperty, voting, and other rights, interests, or
privileges, or any of them, of members or classes of members.

(¢} The transfer, forfeiture, and termination of membership,
and whether the property interest of members shall cease at their
death or the termination of membership, and the mode of ascertain-
ing the property interest, if any, at death or the termination of mem-
bership.

L



{d) The manner of voting by members and whether cumulative
voting and proxy voting shall be allowed.

{¢} The making of annual reports and fnancial statements to
the members,

§ 9403. & 15 duess Coesaments. Thoe by-laws of a nonprofit
corporation may make provisions for fecs of cdmiission and transfer
fees, and, subject to any provisions in the articles, may provide pur-
suant to Section 0301 for dues and assessiments o be paid by mem-
bers or different claszes of members end the methods of collection
thereof.

§ 603. Adoption; anendment; zopual

SOURCE: . )
Derived from Corp. Coda § 946 {uunprofit corperation)®

9400. Bylaws may he. ecopted, amended or vepealed by
eny of the following :

{a} By the written consent of members entitled to exercise
a majority’ of the voting power, or by the vote of a majority
of & quorum &t a meeting of members duly ealled for the pur-
pose accordiitg to the articles o bylaws,

(b} Except es provided in eubdivision {¢), by the board of
directors, ubjsct o the powee of the members to chunge or re-
peal the bylaws.

(e) A brlaw os brvlaw mnemdment fiving or changing the
authorized vumber of direaisrs mmy be ndopted only by the
memmbers and may wot be afupied hy the board of directers
except where the crticles or bvlaws nrovide for an indefinite
aumber of dircotars pupsvant to subdivision (e) of Seetion
9200,

However tha arti-Los ar b
ten consent of aemicrs ent,

s ey reamire the vole or writ.
7 t0 exercise a greater fraction
or pereentage of the voting power {or the amendment or re.
peal of bylawe eneraily, ar of pardicalir bylaws, or for the
adogtion of now ovlaws e would otherwise be required
under this section. The articles or & bylaw adopted by the
members may limit or restrict the power of the directors to
adopt, amend, or vepeal bylawz, or may deprive them of the
power.

e
COMPARABLE PROVISTICGHE:

Carp. Code § 500 (bueiness corpuratior}; N.Y. Not-for~Profit
Corporation Law § 602; Pa. Corporation Not-for-profit Code

§ 7504; ABA-ALI Model Non-Profit Corporation Act § 12

§ 04, Record book

SOURCE:
Corp. Code § 9404 {nooprofit corparacion; {same)

COMPARABLE PROVISIONS:
Corp. Code § 502 {busines: corporation)



C HAPTER 3. MEMBERS

-k

Article 1. Members Generally

§ 701. Members

SOURCE:

Subdivision (a) 1s derived from N.Y. Not-for-Profit Corpora-
tion Law § 601{a)*; subdivision (b) is the same in substance as
Corp. Code § 9603 (nonprofit corporation)*; subdivision {e}

is new {codifies holding in Coon v. Freeman, 1 Ccal.3d 542,

463 P.2d 441, 83 Cal. Rptr, 217 (i970)).-

{a) A corporation shull have ove G more classes of menbers, or,
in the ense of & Type B corperution, may have ao members, which
ease any sueh provision for classes of wemders or for e mumbiery shall
he set torth it the eectitiente of ineorpuration or the by -lnws, Tarpora-
tions, joint-stock nssociations, unincorporeted ssaciations sad partoer-
ships, 25 well o5 any oiber person without lmitarion, ney e members,

i § 9603. Dircetors as members; exercise of members' rights and
~— powers by board. Whese,neither the articles nor. by-inws -ef-a—-fop-
-profit-conperation provide for mernbers theresf-as-such—and-in-any
-ease—in—-which—any-Ronprofil—eorporation—hasy,in fact- no members éd there are)
other than the persons constituting its board of directors, the per-

sons for the time being constituting . board are, .
ponprofit—corporations, the members of the corporation and shall
exercise all the rights and powers of members thereef,

> avulal

COMPARABLE PROVISIONS:

Pa. Corporation Not-for-profit Code § 7751; ABA-ALI Model Non-
Preofit Corporation Act § 11

§ 702, cClasses of members

SOURCE:

Corp. Code § 9602 (nonprofit corporation) (substantially the same
as part)*

§ 9602. Membership classes; voting, property and other rights.
A nonprofit corporation -sheth-have—sueh--membersinos—or—cinsses

bien«of-menbord-sheraeghail-be-doensd-to-be-bui-ane-clans
may have one or more classes of members. Any provision for
classes of merbers shall be set forth in the articles or

bylaws, If there is no such provision, the corporation has
only one class of members . Unless
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the articles or by-ldws set forth the rule or rules fixing the respec-
tive voling, properly end olber pights angd inter st of cach member
or class of members, the rights and interests of members shall be
equal as {0 wry richt or intorest not so fixed.

COMPARABLE FROVISIONE.
N.¥. NMot-for-Profit Corporation Law § 601; Pa. Corporation
Not-for-profit Code § 775]; ABA~ALI Model Non-Profit Cor~

poration Act § 11

§ 703. Membership certificates

SOURCE:
Derived from Corp. Code § 9607%; N.Y. Not~for-Profir Cor-

poration Law § 601{c),(d)#

§ 9607. ~Membership certificates. Membership in nonprofit cor-
porations may be evidenced by certificates. A statement that the
corporation ig not one for profit shall be printed in clear type upon
the face of each such ceriificate. '

§ 601. members. _
+ o ¥ 'Y Y 4

(¢) If the corporation has members, membership muv be ef-
fected and evidenced hy:

(1} Signature on the certificate of incorporation.
| (2} Designation in the c.ertzi;}éate of incorporation or the by-
aws.

{3} Membgrship certificate or card cr capiiai certificate.

(.4) Such method, incinding but not limited to the foregoing,
?3 is prescribed by the certificate of incorporation or the by-
aws,

{(d) Membership certificates or cards shall not be transfer-
able. If the certificate of incorporation or by-laws permits
transfer of membership, upon esch such *ransfer the certificate
or card issued to a former member shall be surrendered, and &

new certificale or card shall be issued to the new member,

COMPARABLE PROVISIONS:
Pa. Corporation Wot-for-prcfit Code § 501; ABA-ALI Model

Non-Profit Corporation Act § 11

§ 704. Termination of membership

SQURCE:
Subdivision (a) is the same in suvstance as part of Corp. Code § 9608

{nonprofit corporation)#*; subdivision (b) is derived from Pa. Core

17



§ 705.

poration Not~for-profit Code § #787%; awbdivision (c) 1is new
(codifies Haynes v. Annandale Golf Club, 4 ©a).2d 28, 47 P.22
470 (1935)).

§ O608.  Termination of membership; effect. Memberships may
o terminated in tie mznmer provided in the articles or by-Jdaws.
nless thye articles, the by-laws, or the law under which the corpora-
tion was formed provide ctherwise, all the rights of & member in the
ecorperation; or in its property, ceasg on deathzeﬂ—et-her-—tepf&iﬂﬂ-ﬁﬂﬁ-
of -hig-memberahip resignation, expuleion, or explration
of a term of membership .

§ 7767. Termination and transfer of membership

(a) General rule.—Membership in a nonprofit corporation shall
be terminated in the manner provided in a bylaw adopted by the
members,  If the membership in any such corperation is limited
to persons who are members in good standing in anrother corpe-
ration, or in any Iodge, church, club, society or other entity or
organization, the hylaws shall in each case define such limita-
tions, and niay provide that failure on the part of any such member
to keep himself in good standing in such other entity or organ-
ization shall be sufficient-cause for expelling ‘the member from ‘
the corporation requiring such cligibility.

r (b) Expulsion.—-

{13 No member shall be expelled from any nonprofit cor-
poration without notice, trial and conviction, the form of which
shall be prescribed by the bylaws.

(2) Paragraph (1) of this subsection shall not apply to
termination of membership pursuant to section 7545 of this
title (relating to enforcement of payment of fees, dues and
assessments).

{c) Effect of termination of membership.—TUnless otherwise
provided in the bylaws, the right of a member of a nonprofit cor-
poration to vote, and his right, title and interest in or to the cor-
poration or its property, shall cease on the termination of his
membership.

(d) Transfer of membership.—Unless otherwise provided in the
bylaws, no member may transfer his membership or any right aris-
ing therefrom.

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 601(e)

Tranafer of membership

SOURCE:
Corp. Code § 9609 (nonprofit corporation) (same)*

’ i transfer
9609. Transfer ‘of membership. No member ma}f I
}§1is membership or any right arising therefrom, unless the articles <r

by-laws so provide.

L |~



COMPARABLE PROVISLONG:
Pa, Corporation Not-for-profit Code § 7767{d)

§ 706, Property and other rights of mewbers

SOURCE:
Corp. Code § 9602 (noaprofi. corporation)(same 1in substance ag part)#

§ 6602. Membership classes; veting, property and other rights.
A nonprofit corporation shall have such memberships or classes
thercof as the articles or by-laws specify, but no member may hold
more than one membership, and in the absence of any such classifica-
tion of members thore shiall o deemed tc be but one class. Uniess
the articles or by-iaws set forth the rule or rules fixing the respec-
! tive voting, property and othior rights and interests of each member
r class of members, the =ignts snd Interests of members shal-be- are
LeEuaI as to any right or interest net so fived. -

§ 707. Liability of members

SOURCE:
Corp. Code § 9610(nonprofit corporation}(same)*

§ _9610. Liability of members. Members of
ration are not personally liable for the debts, liabil
of the corporation.

a4 nonprofit corpo-
ities, or obligations

COMPARABLE PROVISIONS:
N.¥Y. Not-for-Profit Corporatinn Law § 517%; ABA-ALY Model
Non-Frofit Corporation Act § 11

§ 517. Lishilitles of members

{a} The members of a corporation shall not be personally
liable for the debis, liakilities or obligations of the corporation.

(b) A member shall be liable to the corporation only to the
extent of any unpaid portion of the initiation fees, membership
dues or assessments which the corporation may have lawfully
imposed upon him, or for any other indebtedness ocwed by him
to the corporation. No action shall be brought by any ereditor of
the corporatlion to reach and apply any such lability to any debt
of the corporation until affer final judgment shall have been
rendered against the corporation in favor of the creditor and ex-
ecution thereon returned unsatisfied, or the corporation shall
have been adjudged bankrupt, or a receiver shall have been ap-
pointed with power to colleet debts, and which receiver, on de-
reand of & ereditor Lo bring suit thereou, has refused to sue for
such unpaid amount, or the corporation shall have been dissolved
or ceased its activities leaving debts unpaid, No such action
shall be brought more than three years after the happening of
any one of such events.
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§ 708. Dues; asszogmenis

SOURCE:
Corp. Code §35 2611 (menproiic corpasation) {same in substance)®,
9301 (nonprofir corporationl{zaue ne LOYi®

A nonprofit
! . , - , . corporation
§ 9611. hees;  PISCSSILE I, PR B AN e 3 -—-L._
Gues oF assesspenis or Lot o J(‘;Ae;.'-‘;q_merrzb".;‘f; pursuant to any

provisions of Shee ariiclo or fy-laws authorizing the lovy of dueg or {11"3
assessments, ’

§ 9301, HMembers .und wembersitiy righls; ducs and asseus-
menis,  The nufhorized moanier and quaifications of members of
the corporation, the differerd classes of membership, if any, the prop-
erty, voting, and ciber rights ond priviloges of members, and their
fiability 1o dues or assesstannats and the method of collection thereof,
shall be set forth either in the articles or in the by-laws, which shall
not, honvever, provide for the issuance of more than one membership
to any momboer,

If the voling, properiy or other rights or interests, or any of
them, be unequal, the articles or by-laws shalb-set forth the rule or
ritles by which the rospective voting, property or olber rights or in-
torests of cach member or class of members are fixed and deter-
mited.

The mrticles or by-laws may authorize dues or assessments or
Both 1o be fevied upon ali members or elisses of membership alike, or
in dilferent amounts or propoctions or upon a different basis upon
different membdrs or clisses of membership and may excmpt some
[ nocabers or classes of memership frooe either duns or assossments,
or hinth,

The articles or by-daws may ix the amount and methad af enl-
fection of dues or assessments or botla, or may autborize the board
af directors to fix the amoiast there 3 froen e 1o time, aned ko
them payable at sueh times o intervals, and upon @b potice, amd
by such methods s the diroclors nugy proscribe, Daos o aesess-
ments or both iy be made enfovecntse by action or b the saly or
forieituwee: of memboer<hip, or Bath, vpon vesonahle wtice,

COMPARABLE PROVISIONS:

H.Y. Not-for-Profit Corporation Law § 507*; Pa. Corporation
Not-for-profit Code § 7545

3 7.  Feos, dues aud nssessinen’s; fines and penaltles

(a) If authorized by its certificate of incornoration or by-laws
ind subject to any limitations stated therein, a corporation may
ievy initiation fees, dues and assessments on its members, wheth-
er or not they are voting members, and roay impose ressonable
fines or other penalties upon ils members for violations of its
rules and regulations.

(k) TInitiatior fees, dues or assessnients may be levied on all
zlasses of memberse alike or in different arcunts or proportions
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“or different closses of members, as the certificate of incorpora-
tion or the by-laws Ly provide, but in all cases tha fees, dues and
assessments pavable by members of one cinss shall be determined
npon tha same basis,

(e} The certificate of incorporation or the by-laws may con-
cain such provisions as are deemedd necesgary Lo enforee the col-
ioction of fees, dues, assesaments, fines or other peralties, in-
cluding provisions for the termination of membership, upen
seasonable notice, for non-pavment of sech fees, dues, assess-
senty, fines or other peualtien, and provisions 7or reinstatement
D membershin,

{d) Subject to the provisions of this chapler, the certificate
i lneorporation may provide that members paying initiation
fres, dues or assessments shall, vpon dissolution of the corpora-
tion. have distributive rights in its nassets. The distribative
rights may e different for different classes of members, but in
ail cases the rights of members of one class shall be the same.

§ 709. Reduction of members below stated number

SOURCE: oL e D
Cf_rp. Code § 9605 (nonprofit corporation)(substantially the same)* —

§ 9605. Reduciion of members below stated number; effect of
reduction; authorify to fill vacancies. 4f the menibors of a nonprofit

less the arti-

cles provide

that number by death, withdrawal, or otherwise, the corporation
shall not be dissolved for that reasors—butthe surviving or continuing

corporation having a stated number of members ave reduced bolow Lovnerwise, if
l\_‘_______‘______‘v

members, er-rembes-may fill vacancies ‘and continue the corporate
existence;-urless—the—ante i ree ,

]

Article 2. Meetings of Members; Voting
§ 751. Regular and annual meetings

SOURCE:
Derived from Pa. Corporation Not-for-orofit Code § 7755(a)*

l § 7755, Time ot holding meetings of members

{a} Regular meetings.—The bylaws of a nunprofit corporition
may provide for the number and the time of meetings of members,
hut woless otherwise provided in a bylaw adopted by the members
at least one meeling of the nemhers of o corporstion which has
members, as such, entitled to vote, shall Ire held tn each ealendar
vear {or the election of directors, at such ime as shall be provided
in or fixed pursvant to autheority granted by the bylaws, Failure
to hold the annual or other regular nieeting st the designated tinie
shall not work a disselution of the corporution. If the annual or
other regular meeting shall not be catled and held within six months
after the designated time, aey mamber may cull sucl meeting at any
time therenfter.

p and



COMPAFAELE PROVISIONS:

Corp. Code §§ 2200, 2201 (business corporation}*; 9401({a) (non-
profit corporation)*; N.¥. Not-for-Profit Corporation Law § 603;
ABA~ALI Model Non-Profit Corporation Act § 13

§ 2200. Annua! meeting; time and place. An annual meeting
of shareholders shall be held at 11 o'clock in the morning on the first
Tuesday of April in cach vear at the principal office of the corpora-
tizn, unless o different time or place is provided in the by-laws.

§ 2201. Business of annual meeting; proposals requiring special
noficre. At the annual meeting directors shall be clecled, roports of
tho affairs of the corporation shail be cansidered, and any other busi-
ness may be transactod sehich s within the powers of the sharchold-
ors, excopt that action shall not be tuken on any of the following
proposals unless written notice of the general nature of the business
ar projosal has been given as in rase of a special meeting, even
though notice of regular or annual! mectings is olherwise dispensed
with:

{a} A proposal to scll, lease, convey, exchange, transfer, or
othorwise dispose of all or substantially all of the propetvty or assets
of the corporation except under Section 3900,

{b) A proposal to merge or consolidate with another corporation, -
domestic or foreign. .

(c) A proposal to reduce the stated capital of the corporation.

{d} A proposal to amend The articles, except to extend the term
of the corporate existence.

fe} A praposglio wind up and dissolve the corporation.

{f1 A provosal to adopt a plan of distribution of shares, securi-
ties, or any consideration other than money in the process of winding
up.

§ 8401. Permissible provisions.
A * - ¥ 2.4 *

{a} The time, piace, and manner of ealling, giving notice of, ai
conducting regular and special meetings of members or directors,
which may be held outside the State. The by-laws may dispense
with notice of all regular members’ and directors' mectings,
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§ 752. Special meetings

SOURCE: ,
Derivad from N.Y. Not~for-Profit Corporation Law § 603(c)*

{e) Special mectings of the members may be ealled by the board and
by auch person or persesns as may he authorized by the certificate of
wncorporntion or the by-laws. In any ense, such meetings may be con-
venad by the mombers entitled io east ten per ceat of the lotal number
of votes extitled to be rast at such meeting, who may, in writing, de-
wmand the r2fl of a speeis] meeting specitying the date and month there-
of, which shall not be less than two nor more than three mouths from
5o date of sueh written demand, The secrctavy of the corperation
ipon receiving ihe written demand shall proemptly give notire of such
meeting, or ;f ‘he fails to do so within five business days thereaiter, any
member signing such  demand way give such notice. The mest-
ing shell be held nt the place fixed in the by-lawy or, if not so
fixed, 2t the office of the corporation.

COMPARABLE PROVISIONS:

Corp. Code §§ 9600 (nonprofit corporation)*, 2202 (business
corporation); Pa. Corporation Not-for-profit Code § 7755(b);
ABA-ALI Model Non-Profit Corporation Act § 13

§ 9300 Meetlngs, call. Subject to any provisions of the arti-
cles or by-laws, meetings of members of nonprofit corporations shall

be called and held as may be ordered by the directors or by members
holding not less than one-tenth of the voting power of members.

$ 753. Adjournments

SOURCE:
Derived from Pa, Corporation Not-for-profit Code § 7755(c)%

{c) Adjournments--Adjournments of any regular or special
meeting may be taken, but any meeting at which dircctors are Lo
be elected shall be adjourned only from day to day, or for such
longer periods not excceding 15 days each, as the members present
entitied to cast at least a majority of the votes which all members
present and voting are entitled to cast shall direct, until such direc-
tors have been elected.
———r
COMPARABLE PROVISIONS:
Corp. Code §§ 2208, 2213 (business and nonprofit corporations)*

§ 2208. Notice of sdjourned meeting. When n meeting is ad-
journed for 30 days or more, notice of the adjourncd mecting shall
be given as in the case of an original meeting. Whenh 2 mecting is
adjourned for less than 30 days, it is not necessary to give any nolice
of the time and place of the adjourned meeting or of the business to
be transacted thereat other than by announcement at the meeting
at which the adjournment is taken, unless the by-laws provide other-
wise.



§ 2213. Adjournment for lack of quorum. In the ahsence of a
quorum any meeting of shareholders may be adjourned from time
to time hy the vote of a majority of the shares, the holders of which
are either present in person or represcnted by proxy thercat, but no
other business moy he transacted.

§ 754. Notice to members of meetings

SCURCE:

Subdivisions (a) and (b} are derived from Corp. Code §§ 2205,
2206 (business corporations)¥*; subdivisions (c) and (d) are
derived from N,Y, Not-for-Profit Corporation Law § 605(a)*;
-gubdivision (e) is the same in substance as N.Y. Not-for~
Profit Corporation Law § 606%; aubdivision (f) 1s derived from
Corp., Code § 9401(a){nonpreofit corporation)*,

poamp— .

§ 2205. Means of giving notice; place. A notice may be given
by the corporation to any shareholder, either personally or by mail
or other means of written communication, charges prepaid, addressed
to the sharehqldér at his address appearing on the books of the cor-
poration-or given by him-to the corporation for the purpose of no-
tice. If a shareholder gives no address, notice is duly given him if
sent by mail or other means of written communication addressed to
the place where the principal office of the corporation is situated, or if
published at least once in some newspaper of general circulation in
the county-in which the office is located.

§ 2206. Tunc of notice. Notice of any meeting of shareholders
shall be sent to cach shareholder entitled thereto not less than seven
days before the mecting, unless the by-laws provide otherwise.

| W

§ 806, Kotice of nisetiog of members

() Whenever under the provisions of this chapter members are re-
quired or permitied to take any action &t a meeting, written notice shall
state the place, date and hour of the meeting and, unless it is an annual
meeting, indicate that it is being issued by or at the direction of the
person or persons cailing the meeling. Notice of 4 special meeting shall
also atate the purpose or purposes for which the meeting is called. A
copy of the notice of any meeting shall ba given, personally or by mail,
to each member entitled to vote st such mecting. If the weticc is
given personally or by first class mail, it shall be given not less than
ten nor more than fifty days before the date of the meeting; it mailed
by any other ctass of mail, it shall be given not less than thirty nor niore
than mixty days before auch date. If mailed, such notice is given when

eposited in the United States mail, with postage thercon prepaid, di-
rected to the member rt his address ss it appears on the record of mem-
bers, or, if he shall have filed with the seerelery of the corporation s
written request thet notices ta him be mailed to some other address, then
directed to him at such other address. An affidavit of the sceretary or
other person giving the notice or of a transfer agent of the ecorporation
thet the notice required by this section has been given shall, in the ab-
sence of fravd, be prima farie evidenve of the facts therein stated.
Whenever & corporation bas more than five hundred members, the no-
tice may be served hy publieation, in lieu of meiling, in & newapaper
published in the couniy in the state in which the principal office of
the corporetion is located, once a week for three successive weeks next
preceding the date of the meeting.




§ 606. Waivers'of notice

Notice of meeting need not be given to any member who sub-
mits a signed waiver of notice, in person or by proxy, whether
before or after the meeting., The attendance of any member at
a meeting, In person or by proxy, without protesting prior to the
onclusion of the meeting the lack of notice of such meeting,
Ls:a]l constitute a waiver of notice by him,

§ 9401. _Permissible provisions.

I ¥ e Ve X

{(a} The time, place, and manner of calling, giving notice of, and
conducting regular and special meetings of members or directors,
which may be held outside the State. The by-laws may dispense
with notice of all regular members’ and directors’ meetings.

COMPARABLE PROVISIONS:
ABA-ALI Model Non-Profit Corporation Act § 14

§ 755, Quorum

SOURCE: ) .

Subdivisions (2) and (b) are derived from part

of Corp. Code § 221l (business and nonprofit corporations}®;
subdivision (¢) is the same in substance as Corp. Code § 2213
{business and nonprofit corporations)*; subdivision {d) is the
same in substance as Corp. Code § 2212 (business and nonprofit
corporationa)*,

4 22ft, Quorum

The prescaes i perzen or by proesy of the persons entitled to vate a1 majority of
fhes veting shires af wpy ameeting canstirutes g guoraty for (e trensaction of buasi-
Bt Ml i the vuse af G nonpretdt eorparatian or g nitaalb water compahy.,

the bylows paravide a dittereet numder. To aouobul water eompany the Tvlaws sl

nit pravide for g guoerimsn of bess than 20 peeeent af the voting shoorms
Shaves shall not b connted to wxbke up oo ognerum for o weseting if vating of
thear ot Phe beirge hias et cejoiinat o for any meason tbey cannoet e law iy

vidend i1 the mecting,

§ 2213. Adjournment for lack of quorum. Ju-the-absenceofa

Y

B

obher-business-may-be-iransaetede The members by a
majority vote of those present may adjourn the meeting
Liespite the sbsence of a quorum.

F"

§ 2212. Effect of withdrawal of shareholders. The shascheldess members

present at a duly calied or held mecting at which a gquorum is present
may continue to do business until adjournment notwithstanding the

(members)

-

withdrawal of cnough ﬂhﬁ?ﬁhﬁiﬂt‘f&bfu leave less than a quorum.
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COMPARABLE PROVISIONS:

N.Y. Not-for-Profit Corporation Law § 508; Pa,. Corporation Not-
for-profit Code § 7756; ABA~ALI Model Non-Profit Corporation
Act § 16

§ 756. Record date for determining members

SOURCE:
Corp. Code § 2214 (business snd nonprofit corporations) (same
in substance)*

I3

§ 2214, Record date for dutarmmlﬁg shareholders; closing Books to transfers ‘
Citless the articles of by-laws otherwise provide, the hoard ef-sdbrestoss may Ax & nembeprs
Firie In the fulure as g recorl dode for the determination nf the - Il "

to nabite of AL B0 Vote d DY B0 LINE e R e bbbl e ot -
.‘}.'.f‘:\: s lcbpilaitd N THEPACITETLYSTI & FUFT- P 3 f;-_.n]} Pt I PP PR ﬁhh‘ HTn '3

oot b T bbb bbb i by ’UIL I‘I((}l‘!iflrL so fixed . h\Il tw
nut myre I.lllll l'J ditys mur to the dite of the meetlng or event Jor the jrarposes o

which it ta fifed. When u record date Js so fixed, oniy sbeee

that date are entitled to notlee of and to vote at the rneeti or mmmp— :
gendrdistsibutionorsllotment-oluightonor to exercise the rights,as the case may [2F _Dembers
be notwithstanding sny tnusfer of o eBaresyon the bogks of the corporation aft-

er the record date.
The board of directors may close the books of the corporafion against transfors of
shares durlng the whele vr anypart of o geriod of ot oford than 50 days prior to
the date of a shareholders’ meeting, the date when the right to any dividend, distei- articles or
hutlon, er aliotment of rights vests, or the effective date of any change, CONVErsion | [c————em————
or exchange of shares. M

COMPARABLE PROVISIONS:
N.¥. Not-for~-Profit Corporation Law § 61l1; Pa. Corporation
Not=-for-profit Code § 7761

§ 757. List of members eligible to vote

SOURCE:
Derived from N.Y. Not~for-Profit Corporation Law § 607%

§ 607. Listorrecord of members at mestings

A list or record of members entitled to vote, certified by
the corporate officer responsible for its preparation or by a
transfer agent, shall be produced at any meeting of members
upon: the request therefor of any member who has given written
. notice to the corporation that such request will be made at least
ten days prior to such meeting, If the right to vote at any meet-
ing is challenged, the inspectors of election, or the person presid-
ing thereat, shall require such list or record of members to be
produced as evidence of the right of the persons challenged to
vote at such meeting, and all persons who appear from such-liat
or record to be members entitled {o vote thereat may vote at such

meeting.

COMPARABLE PROVISIONS:
Pa. Corporation Not-for~profit Code § 7758(e)

-43.



§ 758. Voting rights; voting by class; manmer of voting

§ 759.

SOURCE:

Subdivisions (a), (¢}, and {d) are derived from Corp. Code
§ 6601 (nonprofit corporation)*; gubdivision (b) is derived
from N.Y. Not-for-Profit Corporation Law § 6l6*%.

8 9601. Voting rights; proxy; means of voting. Unless the

articlns or by-laws provide otherwise, every member of a nonprofit
corpopaiing is entited to one vote and may vote or act by proxy.
The emnper of voting may be by ballot, mail, or any reasonable
mesens provided in the arficles or Liy-laws. No member may cumu-

Lo his votes unless the articies or by-laws so provide,

f § 616. Voilng by ciass of members

{(a) The certificate of incorporation or the by-laws may con-
tain provisions specifying that any class or classes of members
shall vote as a class in connection with the transaction of any
business or of any specified item of business at a meeting of
members, including amendments to. the certificate of incorpora-
tion.

(b} Where voting as a class is provided in the certificate of
incorporation or the by-laws, it shall be by the proportionate
vote s0 provided cor, if no proportionate vote is provided, in the
election of directors, by a plurality of the votes cast at such
meeting by the members of such class entitled to vote in the
election, or for any other corporate action, by a majority of the
votes cast at such meeting by the members of such class en-
titled to vote thereon.

(¢) Such voting by class shall be in addition to any other vote,
including wote by class, required by this chapter or by the cer-
tificate of incorporation or the by-laws as permitted by this chap-
ter.

COMPARABLE PROVISTICONS:

Corp. Code § 2234 (business corporation); Pa. Corporation
Not-for-profit Code § 7758; ABA-ALI Model Non-Profit Cor-
poration Act § 15

Cumulative voting

SOURCE:

Derived from N.Y. Not-for-Profit Corporation Law § 617*

§ 617. cCumulative voting

The certificate of incorporation or the by-laws of any corpora-
tion may provide that in all elections of directors of such cor-
poration each member shall be entitled to as many votes as

vl



shall equal the number of votes -which, except for such provi-
sions as to cumulative voting, he would be entitled to cast for
the election of directors muitiptied by the number of directors to
be elected, and that he may cast ali of such votes for a single
director or may distribute them amcng the number to be voted
for, or for any two or more of them, as he may see fit, which
r:gbt when exercised, shall be termed cumulative voting.

CO!{PARABLE PROVISIONS:
Corp. Code § 9601 (last sentence} (nonprofit corporation}*

9601, . . . No member may cumulate his votes unless

the articlas or by-laws so provide,

§ 760. Proxies

SOURCE:
Derived from Corp. Code §§ 2225-—2228 (businesa and nonprofit
corporations}* - - -

§ 2225. Proxies; fiduciaries. Every person entitled to vote or
exccute corsents may do so either in person or by one or more agents
authorized by a written proxy exccuted by the person or his duly
authorized agent and filed with the secretary of the corporation.

Any executor, administrator, guardian, trustee, or other fidu-

ciary may give proxies.
e

¥ . . .
§ 2226, Duration of proxy; revocation. A proxy is not valid
after the expiration of eleven (11} months from the date of its exe-

cution uniess the person executing it specifies therein the length of
time for which it is to continue in force, which in no case shal ex-
ceed seven (1) years from the date of its execution. Any proxy duly
executed is not revoked, and continues in full foree and effect, until
an instrument revoking it, or a duly executed proxy bearing a later

date, is filed with the secretary of the corporation.
Ty

§ 2227. Death or incapacity of maker. A proxy is not revoked
by the death or incapacity of the maker unless, before the vote is
{ counted or the authority is exercised, written notice of the death or

incapacity is given to the corporation.
S

r—#

§ 2228. Saspersion of proxy when malier personally present at
meeting; proxy coupled with interest. Notwithstanding that a valid
proxy is outstanding, the powers of the proxy holder are zuspended,
except in the case of a proxy coupled with an interest, which states
that fact on its face, if the person exceuting the proxy is present at
Ltie: meeting and elects to vote in person.

5.



§ 761.

COMPARABLE PROVISIONS:
N.Y. Hot~-for-Profit Carnoration Lew § 60Y9; Pa. Corporation

Not-for-profit Code § 7759%; ABA~ALI Model Non-Profit Cor-
poration Ast § 15

§ 754, v st iud olher acticu by proxy

(2} General role~Volrp by members of 2 noaprofit corpora-
tan shall e enbe o porser aobeoa o belne adopled by the mem-
by nraxy, The presence of or vote or

bers provides  Gr volimyg
gther action il o mesorg of amermbers, ot the expression of con-
gert or dissent in corporate action in writing, by oa proxy of a
iember pursuart to such a byinw s¢hall constitute the prescnce
of, or wole or action by, or written onnsent or dissent of such
member for the surposes of (s article

(b} Minimum requirements, —Fvery proxy shall be exccuted
in writing by the member or by his duly zuathemzed attorney in
" fact and filed with the secretary of the corporation. A proxy shall
be revocable at will, notwithstanding any other agrecment or any
provision in the proxy to the contrary, but the revocation of a
proxy shall not be cffective until notice thereof has been given
to the sectetary.of the corporation. ., No unrevoked proxy shall
be valid after i1 months from the date of Its execution unless a
longer time is expressly provided therein, but in no event shall
a proxy- he voted on after three years from the date of its execu-
tion. A proxy shall not be revoked by the death or incapacity
of the maker unless before the vote is counted or the authority
is exerciscd, written notice of such death or incapacity is given
to the secretary of the corporation.

Vote sufficient for particular actions

SOURCE:

Derived from N.Y. Not-for-Profit Corporation Law § 613*

13. Yoie of membery

{a) Except as otherwize required by this chapler or by the
B certificate of incorporation or the by-laws as permitted by this
8 chapter, directars shall he elected by a plurality of the votes
f_' cast at a meeting of members by the members entitled to vote in
B the election,

{k) Whenever any corporate action, other than the election

of directors, is to he taken under this chapter by vote of the
members, it shail, except as otherwise reguired by this chapter
or by the certificate of incorporation or by by-laws as permitied
by this chapter, be authorized by a majority of the votes cast at a
meeting of members by the members entitled to vole thereon.
" {¢} Except a8 provided in paragraph (b), any reference in
this chapter tc corporate action at a meeting of members by
“majority vote" or “two-thirds vote” shall require the action
to be taken by such proportion of the votes cast at such meeting,
provided that the affirmative votes cast in favor of any sueh ae-
tion shall be at least equal tc the quorum. Blank votes or ab-
stenticns shall not be ecunted in the number of votes cast.
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§ 762.

COMPARABLE PROVISIONS:
Pa, Corporation Not~for-profit Code § 7757

Inspectors

SOURCE:

Derived from Corp. lode § 2232 {business and nonprofit
corporations)*

§ 2232. [Inspectors of clection; appointment; vacaney., In ad-
vanee of any meeting of shareholders the board of directors may ap-

point inspectors of election: to act at the meeting or any adjournment
thereof,
If inspectors of clection are mot so appointed, the chairman of

. any meeting of shareholders may, and on the request of any share-

helder or his proxy shall, appoint inspectors of election at the meet-
ing. ‘

The number of inspectors shall be either one or three, If ap-
pointed at a megting on the request.of one or more shareholders or
proxies, the majority of shares present shall determine whether one
or three inspectors are to be appointed.

In case any person appointed as inspector fails to appear or fails
or refuses to act, the vacancy may be filled by appointment made by
the board of directors in advance of the convening of the meeting,
or at the meeting by the person acting as chairman.

COMPARABLE PROVISIONS:
N,Y. Not-for-profit Corporation Law § 610%; Pa, Corporation
Not—-for-prefit Code § 7762

§ 610. Selection of inspectors at meetings of members; du-
tiey _

{8} If the by-laws require inspectors at any meeting of 'mem-
bers, such reguirement is waived unless compliance therewith
is requested by & member present in persen or by proxy and en-
titled to vote at such meeting., Unlesa otherwise provided in the
by-laws, the board, in advance of any meeting of members, may
appoint one or more inspectors to ket at the meeting or any
adjournment thereof. [ inspectors are not so appointed, the
person presiding at a meeling of members may, and on the re-
quest of any membher entitled to vote thereat shall, appoint one
or more ingpeeters. In case any person appointed fails to ap-
pear or act, the vacancy may be fifled by sppointment made by
the board ip advance of the meeting or at the meeting by the
person presiding therest. Each inspector, before entering upon
the discharge of his duties, shall take and sign an oath faithfully
to execute the duties of inspector at such mesting with striet
impartiality and according to the best of his ability.

(b) The ingpectors zhall delermine the nmamber of member.
ship certificates or cards and capital certificates ocutstanding

-



and the voting power of each, the certificates and cards repre-
sented at the meeting, the existence of a guorum, the vahdity
and effect of proxies, and shall receive votes, baliols or consents,
hear and determine all ehallenges, and questions arising in con-
nection with the right to vote, count and tabulate all votes, bal-
lots or cobsenis, deiermniv: the resulf, and de such acts as are
proper to conduct the election or vote with fairhess to all mem-
bers. On request of the person oresiding at the meeting or any
members entitled to vote thereat, the inspectors shail make a re-
port in writing of any challenge, aquestion or matter defermined
by them and execute a certificaie of any fact found by them.
Any report or certificate made by them shail be prima facie
evidence of the imcts stated and of the vote as certified by
them. :

§ 763. Duties of imspectors

SOQURCE:
Corp. Code § 2233 {business and nonprofit corporations)(same
in gubgtance)* : .

—
§ 2233. ©Deties of inspectors; report and cortificate, The in-

spectors of election shall determine the number of -wheses outstand-

ing and the voting power of each, the shases,Fepresented atmr@

ing, the existence of a quorum, the authenticity, validity, and effect

of proxies, receive votes, ballots, or consents, hear and determine all

challenges and questiom: in any way arising in connection with the

right to vote, count and tabulate all votes or consents, determinge the

result, and do such acts as may be proper 1o conduct the slection or

vote with fairness to all sharebslders Dambars .

.--'"'::" The inspectors of clection shall perform their duties impartially,

in good faith, to the best of thetr ability and as expeditiously as is| T0 BE

practical. If there are three inspectors of ejection the decision, act,! ADDED

or certificate of & majority v effective In ail respects as the decision,

act, or cectificate of all.

Un request of the esheiemaa-ef,the meeting or of any shareholder- Member
e ey,

erson pre
siding et ["or nis proxy the inspectors shall make 3 report in writing of any

chalienge or question or matter determined by them and exccute a
certificate of any fact found by them. Any roport or certificate made

by them is prima facie evidence of the Jacls stated therein,

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 610(b): Pa. Corporation
Kot=for~profit Code § 7762
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§ 764, Consent ta action wirhout 2 weetione

SOURCE:
derdved Erom Couvp. Code [ 2233 (brrincsy anc nonprofit cor-
porations)®
o
i § 2230 Zonseslbe asooa wiihent nomagting
7 Jovwoaeti vhbeh, sl e maroarovision af 0. diveaon, may e faken at n meeting

of the shareholders, % * % mpay L fmien e
2 OWHUnE 2gred by sl of ik rormess seh
action ab i i, aed Flo i e B

it meeding if authorized by
Wone entitled roo vote wpon such
relary of 0.0 furperation,

RS

COMPARABLE FRUVISIONS:

N.Y, Not~for-Prafic Corporaciou Law § 68149 Pa, Corporation
Not~for-prefit Code § 7743; ABA-ALT livdal Hon-Profit Cor-
poration Act § 93

§ 614, Action by members without s mevting

(a) Whenever, under this chapter, members are required or
permitted to tske may action by vote, such action mayv be taken
witheut a meeting on written consent, setting forth the action
so taken, signod by-all of the mmembers entitled to vote thereon.
This paragraph shail not be constraed to alter or modify any
provision in a certificate of incorporation not incensistent with
this caapter under which the writlen consent of leas than all of
the members is sufficient for corporate action.

(b) Written consent thus given by all members entitied to
vote shall have the same effect &8 a unanimous vote of members
and any certificate with respect to the authorization or taking of
any such action which s delivered to the department of state
shall recite that the authorization was by unanimous ! written con-
sent,

{c} When there ara no members of record, such action mauy
be taken on the written consent sign:d by a4 majority in interest
of the zubscribers for capits! certificatc: whese subscriptiona
have been acceplod or thelr successors-in interest or, i no sub-
scription has been accepted, on the written consent signed by the
incorporator or & majority of {he incorporators. When there
are twe or moere incorporators, if any dies or is for any reason
unable to act, the other or othera may acl. If there is no in-
enrporator able to act, any person for whom an incorporator was
acting as wrend ey o2t 2 tiz oiond, o1 if such othar person also
dies ur is for any reason unable to act, his lagal representative
may act.



§ 765. Agreements as te voting

SOURCE:

Derived from N.V. Hot-for-Profii Corporation Law § 619%

1 § 619, Agrecrments by members as to voting
g . An agreement between two or more members, if in writing

e L

COMPARABLE

ané signed by the parties thereto, may provide that in exercis-
ing their voting rights as members they shall vote as therein
provided, or as they may agrae, or as determined in accordance
with a procedure agreed upon by them.

PROVISIONS :

Corp. Code §§% 2230, 2231 (business corperation}

§ 766, Judicial relief

SOURCE:

Incorporates by reference Corp. Code §§.2236-2238%*

=

§ 2236.  Aldtion to determine validity of election or appointment
of director; venue. Upon the filing of an action therefor by any
sharcholder, the superior court shall try and determine the validity
of uny clection or appointment of any director of uny damestic cor-
poration, or of any fareign corporation if the election was held or the
appeintment was mude in this State. In the case of a domestic cor-
poration the action shall be brousht in the county in which the prin-
cip!d office of the corpot aiion is located, In the case of a foreign corpo-
ration the oction shall e rought in the county in which the cor-
poration has its principal office in this State or in which the election
was Ield or the appointmeant was made.

§ 2237. Order for hearing; servies of notice and complaint.
Upon the dling of the complaint, and before any further proeceedings
are had, the court shall enter an order fixing a date for the hearing,
which shall be within five days unless for good cause a later date is
fixed, and requiring notice of the date for the hearing and a copy of
the complaint to be served upon the corporation and upon the person
whose purported election or appointment is questioned and upon any
persan -(other than the plaintiff) whom the plaintiff alleges to have
heen elected or appointed, in the manner in which a summons is re-
quired to be served, or if the rourt so directs, by registered mail;
and the court may make such further requirements as to notice as
appear to be proper under the circtimstances.,

g—g 2238.  Judicial refief; authority of court. The court may de-
terntine the person entified to the oflice of director or may order a
now election to be held or appointment to be made, and direet stch
athere velicF as may b just and proper.
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CCMPARABLE PEOVISLONS.
N.¥. Sot-for-Profit Zorporatior Law § 518%

Article 3.

$ 618. ¥over of sipreme court respocting olectiobis

Upon the peiitivn of auy monbor aggrieved by an election and
upen notice o the perscus declared erected thereat, the eorpora-
vion and sech otier persons os the eour. may direct, the supreme
colivh @b specind terw held within the judiela] district where
the offics of the corparation Is located shall forthwith hear the
nroofs and alfegationa of the parties, and confirm the election,
order a new cleetion, or take suck othey actioh as justice may re-
Guire.

Membera' Derivative Action

§ 775. Right to bring a derivative action

Derived from N.Y. Not-for-Profit Corporation Law § 623%

§ 823, Members’ derivative action brought in the right of the cor-
poration to procure a judgment i its fayor

{8) An aetion may be brought in the right ol u Jomestie or foreign
corporation te preeure a jndgment in its faver by five pereent or more
ol any elzss of members or by surh perceutage of the holders of capital
eertificates or of the owners of o beneficis] intercst in the expital
vertifteates of sueh corporstion.

{b) In any such action, it shall be made to appear thal each
plaintiff iz such a member, holder or owner at the time of bring-
ing the action.

{c} In any such action, the complaint shall set forth with
particularity the efforis of the plaintiff or plaintiffs to secure
the initiation of such gction by the board of ! the reason for not
making such effort.

{d} Such action zshall not be discontinusd, compromised or set-
tled without the aporevai of the court having jurisdiction of the
actior.. I the court shall determine that the inierests of the
members or of any elass or classes thereof will be substantially
rffested by such dizcontinuance, compromise or settlement, the
court, in its diseretion, may direct that notice, by publication or
otharwise, shall e given t¢ the members or class or classes there-
of whose intereata it determines will be so affected; if notice is
so directed to be miven, tha ~ourt may determine which cne or
more of {lic parties Lo the action shall begr the expense of glving
the sanie, in such amnunt ns the court shall determine and find
to be reasonable in the cireumstances, and the amount of such
expense shall be avarded as special costs of the action and re-
coverable in the same manner as statutery taxable costs,

jep [f the action o behiall of the corporat'en was sucresstal. io whaole

or in parf, or it anything wus repcived by the pluintaf? ar plaintiffs or
w cluimani or clabieats a5 1he resull of o udgment. conpromise o
settlement ot en actien or clabn, the court may rward fhe plaintidl o
plaintid r: clsimand oo clyimants, ressonable oxpenses. nchudivg dcs
sonable srtarmey's fevy, omd shadl diveer him or them 1o secsunt (o the
corporstion for fhe remninder o fhe proeevds s resesved by bhae or
them,  Thaix paregraph shell wot apply 4 mev Judgmen rendercil to
the benefit of injured tnembers or nen-Teeort owners only aud Hanited
Lo 1 recovery of ihe loss ot Jumage sustained by them.
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§ 776.

§ 777.

COMPARABLE PROVISIONS:
Fa, Corporation Mut-for-oprofiv Codm 2 7765, Corp. Code § 334
(business and nenprofit corporations;

Allegationa of complaint

SOURCE:

Darived from Corp. Code § B34(a)(business and nonprofit cor-
porations}i*®

]

i

%
;

34 () Mo sotion may be instituted or maintained in
right of ony unincorporated assocation or of any domestic or
foreign corporation by & memboer of sooh ussociation or by the
holder or "olders of shares. or of voling trast ecrtificates repre-
senting shares, of such corporation anless both of the following
gondilions exizt

{1} The plaintiff alleges in the complamt that he was &
member, registered sharcholder or the holder of veling trust
certificates at the time of the transaction or any part thereof
of which he complnins or that his membership, shares or voting
trust certificates thereafter devolved upon him by operation of
law from a holder whe was a holder et the time of the traps.
sction or any part thereof complained of.

{2) The plaintiff allepes in the complaint with partieularity
bis efforts to secure from the hoard of directors such action as

he desires and slleges further that he has either informed the
corporation or such board of direetors in writing of the ulti-
mate facts of each cause of action apainst each defendant
director or delivered o the corporition or such board of diree-
tors a trug copy of the eomplaint which ke proposes to file,
and the reasons for his feilure to obtain such action or the

reasons for not making such offort,

COMPARABLE PROVISIONS:
N.¥. Not~for-Profit Corporation Law § 623, Pa. Corporation
Not-for~profit Code § 7765

Court approval required to discontinue or settle

SOURCE:

Derived from N.Y. Not-for-Profit Corporation Law § 623{d)*

(d} Such action shail not be discontinued, compromised or set-
tied without the approval of the court having jurisdiction of the
action. 1 the court shall determine that the interests of the

embers or of any class or clusses thereof will be substantially
affected by such discontinuance, comnromise or settlement, the

- eourt, in ifs discretion, may direct that nolice, by publication or

otherwise, shall be given to the members or ¢lass or clazses there-
of whose interests it determines will be so affected; if notice is
ro directed to be given, the court may determine which one or
mete of the pariies to the setion shall bear the expense of giving

© the same, in such amount as the court shall determine and find

te be reusonable ik the cireumstances, and the amount of such
expense saall be awarded as special costs of the action and re-
coverable in the same manner »s statutory taxable costs.
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§ 778. Prevailing plaintiffs’ expenses

§ 779.

SOQURCE:
Naw

COMPARABLE PRC‘TISIONS‘
N.Y. Not-for-Profi: Corporation Law § 523{e}w

e} Tt the aetwn on pelabf of the corporuilan wus suecesstul, in o hulb
gr in part, or it anything was reesiced by the pleintift or pluintiirs o
a eluimant or eluimants as 1he resall ob o Adenwnt, cempoomise oo
setiiement of an action or clairy, the conrt way award the plaintit? o
pleintiffs, claiman! or cisimanis, reasanable evpenses. ineluding e
sonable attorney’s Tees, and shall Jhrect lim o1 {hens 1o peeount to th
corparntion for the remcinder o ihe poveeeds so reccived by him
them. This parnzenph shall not apply fo any judgment rendered tw
the benefic of injurcd rmembers or bon-record owners only and limited
to a revovery af the loss or damage sustained hy them. )

Prevailing defendants' expenses

SOURCE:;
New

COMPARABLE PROVISIONS:

Corp. Code § 834(b){(business and nonprofit corporationa)}#*;
Pa. Corporation Not-for-profit Code .§ 7765(c)

{b) In any such action, at any time within 30 daya after
service of summons upon the corporation or any defendant
who is an officer or director of the corporation, or held such
office at the time of the acts complained of, the corporation or
such defendant may move the court for an order, npon notice
and hearing, requiring the plaintiff to furnish security os
hereinafter provided. Such motion shall be based upon one or
more of the following grounds:

(1) That there ik no reagonable possibility that the prosecu-
tion of the cause of action alleged in the complaint against the
moving party will benefit the corroration or its security
holders;

(2) That the moving party, if other than the corporation,
did not participate in the transaetion complained of in any
capacity.

The court on application of the corporation or any defend-
ant may, for good ecause shown, extend such 30-day period for
an additional period or periods not exceeding 50 days.

At the hearing upor such motion, the court shall consider
guch cvidence, written or oral, by witnesses or affidavit, as
may be material: {a) to the ground or grounds upon which
the motion is based, or (b) to a determination of the probable
reasonable expenses, including attorney’s fees, of the eorpors.
tion and the moving party which will be incurred in the de-
fense of the action, If the court determines, after hearing the
evidence adduced by the parties at the hearing, that the mov-
ing party has established a probability in support of any of
the grounds upon which the motion is based, the court shall fix
the nature and amoun® of security, not to exeeed twenty-five
thousand dotlars ($20.000), to be furnished by the plaintiff for
reasonable expenses, including attorney's fees, which may be
incurred by the meving party and the enrporation in econnee-
tion with such action, including expenses for which said cor-
poraticn may become liable pursuant to Section 830. A deter-
mination by the eourt that security either shall or shall not be



furnished or shall be furnished as to one or more dofendants
and uot s to ethers, shall Lol be deemed x determination of
any one or mere issars mothe avtion or of the merits thereof,
The corporation cnd the mov ing party shall huve recourse to
guek: zerurity in sueh amount a8 the rourt shall determine pon
the termimation of wuek action. The smouni of such seeurity
may fhersafrer from time Lo fime be inerense it or decreased
in the diseretion of the wourt upon showiag thak the securt ity
rn*mimr? has or pey beecma i dlevpuate or i eseessive, Dut
sueh order shalf not inevensa the fofal arsount of snel seenpity
bevond twenty-fve thousand dollnps [82650000, 1T the eourt,
upon any sueh netjon, muakes @odeferniination that recority
shall be Tarnished t slaintifl a9 te any ene or more de.
fondants, the zetion 3 wemigsf ar e oaaen defendant
or defendants, unloss He geonpity reqaived by the raurt shall
huve been furnished within such reasonable iime as may be
fixed hv the aeurt.

If she plainti® in aay sud seilon shell either before or
ﬂftr.-r a raoticn 18 nud prrsueni o this suhelivigicn, or Lay
order or detrrmination puEsIL! o steh nuntion, vt poed and
sufficient hond or bends in fhe avgreguts amonnt of twenty-fve
thonsund doliars ($23,008) to secure the reasonable ciponses
of the parties entitled to make such motion, snel plaintiff or

_plainti¥s shall be decmed to have fully eomplied with the re-
guirements nf thig subdivision and with any order for security

. theretofore made porsnant hereto, any such-meotiom then pend-
ing shzll be deemed disposed of, and no further or additional
bond or other security shall he reguired.

CHAPTER 4, MANAGEMENT
Article 1. Directors and Officers Cenerally
§ B0L., Board of directors; title of the %hoard and member of bcard

SQURCE

Subdivision (a) is substantially the same as part of Corp. Code
§ 9500 (nonprofit corporation)*; subdivision (b) is derived from
part of Corp. Code § 9300 {ncaprofit corporation)*

A nonprofit I § 9500. Board of directors; powers; nundier,  Exeepigas ofbor-
corporetion wise provided by the arlicles ef-m%ﬂtm Ly -laws,, e

shall have a powers of a nonprofit corporation shall be exercived, 15 propevty con-
board of di- | irolied, and its affairs conducted Dy ardserpdeeiepettoys—thar-thres
rectors and, | direetors the board of directors . '
LXCeph

430 The articles of incorporation shall set forth

fa} The name of the eorporation.

(by The specific and primary purpeses for which it is
formed. This requirenment shall sst be deemed to preclude a
statement of general purposes or powers or to resiriet e right
of the ecrparation to cigage in any other lawful activity.

{e} That the Lurpmﬂ?i()n is orgunized pursoant to the Gen-
eral Monprofit Corperation Law or pursnant to Purt 1 of Divi-
sionm Z of Title 1 of the Corperationg Code,

{d} The eonuty in this state where the principal office for
the transaction of the husiness of the enrporation g located,
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{e} The names and addresses of three or more persons who
are to act in the eapacity of dircetors unti] the selection of their
auccessors. These persons may be given such titles as are deemed
appropriate, but they shall be subject to all laws of this state
refating to directers except as otherwise provided in this part,
The number of persons so named constitutes the number of
directers ot the rorporation, until vhanged by an amendment
to the artivles or, univss the artivles otherwise provide, by a
bylaw adopted by the members. However, the articles or, un-
fess the articles provide otherwise, a bylaw duly ndopted by
the members, may state that the number of direetors shall be
uo! less than a stated mininium (whicl in no case shall be less
than five) nor more than a stated maximum {which in ne case
shall exeeed such stated minimum by more than three); and in
the event that the articles or bylaws permit sueh an indefinite
number of directors, the exact number of directors shall be
fized, within the limits specified 1o the articles or byiaws, by a
bytaw er amendment thereof doly adopted by the members or
by the board of direstors, In the gvent the articles provide for
an indefinite number of dircctors, unless thé articles provide
ntherwise, sueh indefinite number may be changed, or a defi-

- nite number fixed without provision for an indefinite numnber,
Ly a bylaw duly adopted by the members, .

(f17 If an existing unincorporated assogiation is being in-
eorporated; the nathe of the existing unincorporated associa-
tron,

COMPARABLE PROVISIONS:

Corp. Code § 800 (business corporation); N.Y. Not-for-Profit
Corporation Law § 701l; Pa. Corporation Not-for-profit Code
§§ 7721, 7103. ("other body")*; ABA-ALI Mocdel Non~Profit Cor=~
poration Act § 17% -

§ 7721. Management by board of directors

Unless otherwise provided in a bylaw adopted by the members,
the business and affairs of every nonprofit corporation shall be
“managed by a board of directors. If any such provlision is made
in the bylaws, the powers and duties conferred or 1mposeld upon
the board of directors by this subchapter shall be exercised or
performed to such extent and by such other body as shall be
provided in the bylaws.

§ 7103. Definitions

* X X K K

“Other body.” A term employiel in this part to denote a person
or gruup, vther than the haard of directors or a comniitiee thercof,
who pursuant o suthordy expres<ty conferred by this part may be
vested by the bylaws of the corpuration with powers which, if not
vested by the bylaws in such person or group, would by this part
be required to be exercised by either:

{1} the membership of a corporation taken as a whole;
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Freep® as wthermyioe |
tablish disiince o
which this p

Foivenition or as-emliy of deleg
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art anthorizes o corporation to vest in an other Loy

§ 802. MNumber of directors

SOURCE:

Derived frowm Corp. Code §§ %30G{e), 940L(c), 9500, 10201{d)
{nonprofit corporation)®

¢
2300, Beguired proavinions

#* #% ¥ L3 *

(o0 The nanres ord snddvtase- of three ar ore persens whao
wre to net 1 the vapaciiy of diectoss vatii the seleetion of them
sreorssors. These persons mas be riven such titles as are deemed
anpronpriate, but ihey shall be subjeet te all laws of this state
relating to dirceior eveept as atherwise provided in this part,
The nutbor of persons =0 named ronstitotes the number of
direciars of the corporarion. until changeed by an amendment
fo the seticles or, andess the articles otherwise provide, by &
bylaw wdepted by the wembers, However, the articles or, un-
legs the artides provids orberwise a hyvbow duly adepted by
the members, may state *hal the anmber of directors shalt be
ot less than o stated mintmuam owhieh in no case shiall be less
ihan five: nor tere then o slated noxitaan Swhick in no ease
sl oxeeed uch stato inrmnn by more than three) ; and in
the vvent v e arteehos or bvlows perit sush an indefinite
swnber o Jirecters, the exaet pamber of direetors ¢hadl he
Hxed vwathin the lnnts speetiied fu the artickrs or bylaws, by a
bylaw er amendment theres! guly adupted by the members or

s = —

i by the board of direcors In the event 100 artieles provide for

Yoo Bt pumber of dimetars, unless the artivies provide
atherwise, saeh ndefite niader ooy be laneed, or o defi-
nite number Gved withour srevision for an indelinite number,
by a byiiw duly adorsted 1y ihe menthers,

§ 9401. Permissibte provisions,
* e K # »

{e) Subject to any provisions in the artieles, the nmber, time
and manner of choosing, qualifications, terms of oflice, ofticial desim.
nations, powers, duties, and compensation of the dircetors and other

olficers.

§ 9500. poard of directors: powers; number. Except as atborp.
wise provided by the ariicles of ineorpuration or the byv-Lows, e
posters of 2 nenprahit corperation shudl e exorelsed, its property eon-
froliedd, and its affaics condueted by a baord of not less than three

direciors.
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Ly .
§ 10201, Ardeles; required provisions.

# * * X X o
{m The meuber of trastecs, which shsil he not loss than 9 nor
more than 23 their o P wif rsﬂlrc which shiall not exeeod #ix years:

{ sl ‘}(. they nve to be chosen,

COMPARABLE PROVISIONS:

Corp. Code § 301 {businese curpmat,.on) WY, Not-for-Profit
Corporation Law § 702: Pa. Corporation Hot-for-profit Code

§ 7723; ABA~ALI Model Non~-Profit Corporation act & iR

§ 803. Changing number of directors

SOURCE : ,
Derived from N.Y. Not-for-Frofit Corperation Law § 702%

3 702. Number of directors
(a) The number of directors constituting the entire board
shall be not less than three. Subjcetto such lmitation, such
number may be fixed by the by-laws or i the case of 2 corpora-
tion having members, by action of the members ar of the board
under the specific provisions of a by-law adopted by the mem-
bers. If not viherwiss fixed under this paragraph. the num-
her shall be three. As used in ihis article, “entire hoard” means
the total number of directorz entitled to vote which the corpora-
tion would have if *here were no vacaneies,
| {h) The pumber of directors may he increased or decreased
by amendmant of the bv-laws or, in the case of a corporation
having members, by uction of the members, or of the board un-
der the sperific provisions of a by-law adopted Ly the members,
gubject to the following limitations:

{1} ¥f the board is suthorized by the by-laws io change the
momber of directors, whether by amending the by-laws or by
taxing action under the specific provisions of a by-law adopted
by the members, such amendment or action shall require the
vote of a majority of the entire board.

(2) No decrease shall shorten the term of any mcumbent di-

rector,
S

COMPARABLE PROVISIONS:
Corp. Code §§ 9300, 9400 (nonprofit corporation); 301, 501 (busi-
ness corporation); ABA~ALI Model Non-Profit Corporation Act § 18



§ 804, Qualifications for directors

SOURCE:

Derived in part from Pa. Corporation Not~for-profit Code § 7722%

!w

§ 7722, Qualifications of directors

Each director shall be a natural person of full age who, unless
otherwise restricted in the bylaws, need not be a resident of this

[ Commonwealth or a member of the corporation. Except as other-

wise provided in this section, the qualifications of directors may
be prescrilied in the bylaws,

COMPARABLE PROVISIONS:

- Corp. Code §§ 9401{c){nonprofit corporation)*; 804 (business
corporation); N.Y. Not-for-Profit Corporation Law § 701;
ABA-ALT Model Non-Profit Corporation Act § 17

§ 9401. Permissible provisions, .
H H ¥ # ¥

(c) Subject to any provisions in the articles, the numher, time
and mariner of ¢hoosing, qualifications, terms of office. official desig-
nations, powers, duties, and compensatiun of the directors ang other
officers. : '

§ B0S. Term of directors

SQURCE:

Derived from Corp. Code § ‘805 (business corporation)*; Pa.
Corporation Not-for-profit Code § 7724*

§ 805. Terms of office of directors, Directors named In the arti-
cles shall hold office until the next annual meeting of sharehclders
and until their successors are elected, either at an annual or a special
meeting of shareholders. Directors, other than those named in the
articles, shall hold office until the next annual meeting, unless the
articles provide for a shorter term, and until their successors are

L:Iected.

§ 7724. Term of oftice of directors

Each director shall hold office unti] the expiration of the term for
which he was selected and until his successor has been selected and
qualified or until his earlier death, resignation or removal. Direc-
tors, other than those sclected Ly virtue of their office or former
office in the corporation or in any other entity or organization,
shall be sclected for the term of office provided in the bylaws. In
the absence of a provision fixing the term, it shall be one year.



§ 806.

COMPARABLE PROVISIONS:
Corp. Code § 9401{c)(nonprofit corporation)*; N.Y. Not-for-

Profit Corporation Law § 703; ABA-ALI Model Non-Profit Cor-
poration Act § I8

§ 9401, Permissible provisions, }#

te) subject to any provisions in the artieles. (he nurrboer, time
and manner of choosing, gualiications, terms of oiliee oflicixl desig-
natians, powers, duties, and compernsation of the directors and other
oflicers,

Election of directors

COMPARABLE PROVISIONS: . _
Corp. Code §§ 2201#%, 10202%; N.Y. Net-for-Profit Corporation

Law § 703%: Pa, Corporation Not-for-profit Code § 7725; ABA-ALL
Model Non-Profit Corporation Act § 18

§ 2201. Business of annual meeting; proposals requiring special
notice, Af the annual meeting directors shall be clected, reports of
the affairs of the corporation shall be considered, and any other busi-
ness may be transacted which is within the powors of the sharehold-
ers, except that action shall not be taken on any of ihe following
proposals unless written notice of the peneral nature of the business
or proposal has been given as in case of a special muecting, even
though notice of regular or annual meetings is otherwise dispensed
with:

{a) A proposal te sell, lease, convey, exchange, transfer, or
otherwise dispose of all or substantially all of the property or assefs
of the corporation except under Section 3500.

(b} A proposal to merge or consolidate with another corporation,
domestic or foreign,

(¢} A proposal to reduce the stated capital of the cerporation.

id) A propesal to amond the articles, except to extend the termn
of the corporate existence.

{e) A proposal te wind up and dissolve the corporation.

(fy A proposal to adopt a plan of distribution of shares, securi-
ties, or any consideration other than money in the process of winding
up.

§ 10202. Selection of trustees. The articles of incorporation
may provide that some or all of the frustees be chosen by specified
associations or corporations, or by officers thercof, and by nublic

officials.
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§ 703. Election and ferm of office of directors; alternates

(2} A corporstion may previce 1oos oor
tion or by-lnws for directors o o g oo appointed at jarge,
or by special districts or menshership seetlons, or by virtse of
their effice or former offive i we corporation or olier entity,
publiz or private, «r by bhondhelders pursuant to n;wagrahh
(e} of section 006 (Bonds nd secunity interesws) voling us a
clays, or any combinabicy thevest.

fieale of ireorpora-

ihie

) Directors shall f:v plected oo appeinied @ TIRONET alid 144
th term of oitice providoed o the certifieats of incorparation oo the by
laws  The term of of 4 wtrectore, othor thin those elacied or ap-
pointed by virtue of ther effice o fuemer aftice ir the ro*-pnrnti_c}p ar
ather umt‘, rmL\] o oar privite, shall nel exeeerd Sve years; ang, it th‘t
board is classified pnder section Tir (Classilteation of direeiorss, sk
g shall net exeerd u nonber ol Yeurs equal to the number of cigsses
into which the bearr is classified, Lo the shaense of B provisien fixing
the terr, it shall be one year.

{e) Each director shall hold office undil the exviration of the
term for which he is eleciad or appointad, and uniil s succcssoy
has been elected or appointed and qualified.

{@) If the certificate of incorporation or hy-laws so provide,
a special district or membership section entitled to elect or ap-
point one or more directors may elect or appoint an alternate for
each such director. In thé absence of a director from a meeting
of the board, his alternate may, upon written notice to the sec-
retary of the corporation, attend such meeting and exercise there-
in the rights, powers, and privileges of the absent director. When
so0 exercising the rights, powers, and privileges of the absent di-
rector, such alternate shall be subject in all respects o the pro-
visions of this chapter governing directors.

§ 807. Vacancles

SOURCE:

Derived from Corp. Code §§ 9502 (nonprofit corporation)*,
809.5 (business and nonprofit corperations)¥; Pa. Corpora~
tion Not-for-profit Code § 7725{c)*

§ 9502. Filling vacancy in hoard, Unless otherwise provided in
the articles or by-laws, any vacancy in the board of direciors caused
by death, resignation, or any disability shall be filled by a majority

of the remaining members +heseofrfthough less than a quorum

and each person so selected shall be a director
to serve for the balance of the unexpired term
of his predecessor in offlice unless otherwise

regtricted in the articles or bylaws .
e,

§ B0A.5  Fliltng of vacancy by court

oo inpabiRtraf—tir-tire—cose-of-o-aoRstosk-corparation-Af A corporntlon hns no mem
bers other than the directors and all the directors vesign, dle ar becoyte incompetan

the '-mpm‘lor conrt of l]’l(' m:mtv in which the principal office of the o

('! the corporathm or r:f tha; permnal veprenonTative of a deceaped direcror or of
he guardlun or eonservator of ay (ucompetent dlrectorf A dlrector SO

appointed need not be a member of the corporation.

By =



§ 7725, Seiection of directors
7?— % -~ M 77#

{c} Vacancies.— Ixcept @s otherwise provided in the bylaws,
vacancies in the board of directors, including vacancies resulting
from an inereuse in the number of directors, shali be filled by a
majority of the rematuing members of the board though less than a
guarum, and cach person so clected shait be a director to serve for
the balarce of the unexpired terra unless otherwise restricted in
the bylaws.

COMPARABLE PROVISIONS:
N.¥. Hot-for-Profit Corporation Law § 703; ABA-ALT Model
Non-Profit Corperation Act § 19

§ 808, Removal of directors

SOURCE: . -

Subdivision (a) is substantially the same as Cdrp. Code § 810
(business and nonprofit corporations}*; subdivisfon (b) is
derived from Corp. Code § 811 ({business and nonprofit corpora-
tions}*; subdivision {c) 1is new. :

pm———
| 8 810. Removat of board or direetor by shareholers; required
vote; election of new director at same meeting. The entiré board

of directors or any individual director may be removed from office
i]yaVOfB of & haldere—ha :..‘; 8 .._:.. 8 ko naeliao
W shapesentitled to vote at an election of directors,
However, unless the entire board is removed, an individual di-]

rector shall not be removed if the number of shares voted against
the resolution for his removal exceeds the quotient arrived at when] ENTIRELY

the total number of outstanding shares entitled to vote is divided byj REWRITTEN
cone plus the authorized piimber of directors. If any or all directors
are so removed, new directors may be elected at the same meeting,
Whenever a class or series of shares is entitled to elect one or more
directors under authority granted by the articles, the provisions of TO BE
this paragraph apply to the vote of that class or series and not to ADDED
the voie of the outstanding shares as a whole. _J

st
F'“"-
§ 811. Action to remove director; grounds for removal, The
superior court of the county where the principal office is located may,
at the suit of shareholders holding at least 10 percent of the niumber
of cutstanding shares with or without voting rights, remove from
office any director in case of fraudulent or dishonest acts Or gross
abuse of authority or diseretion with reference to the corporation,
and may bar from reclection any directnr so removed for a period

prescribed by the court. The corporation shall be made a party to
such actions.

beme
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§ 809,

COMPARABLE PROVISIONS:
¥.Y., Het-for-Frofis Corporation law § /06#F; Pa, Corperation
Not-for-profit Code § 7726

8 F06, Removal of gireetnr

¥

sy Toeewpd as Desiwed o paragraph {2%, any or all of the di-
rectors may be remeved for canse Ly vole of the members, or
by ovole of the divectors provided there 15 a guorum of not jess

than a majority present at the raecting of directors at whieh
svich action: iz “akon.

(B Excepr as lmited in paragraph (¢}, if the ceriilicate of
incorporativn or the by-laws so provide, any or all of the d&i-
rectors may be removed without couse hy vote of the members.

fc) The removal of dirertors, with or without crose, as pro.
vided in paragraphs {a) and (b) is subjeci io the following:

(1} In the caze of a corporation baving cumalative voling, no
director may be removed when the votes cast against his re-
moval would be sufficient to elect him if voted cumulatively at
an election at which the same total number of votes were cast
and the entire board, or the entire class of directors of which he
ig a member, were then being elected; and

(2) When by the provisions of the certificate of incorpora-
tion or the by-laws the members of any class or group, or the
holders of bonds, voling as a class, are entitled to elect one or
maore directors, any director so elected may be removed only
by the applicable vote of the members of that class or group, or
the holders of such bonds, veting as a class,

{d) An action to procure a judgment removing a director for
cause may be brought by the attorney-general or by ten percent
of the membarn whether or not entitled to vote. The court may
bar from re-election any director so removed for a period fixed
by the court.

Meetings of board; call

SOURCE:
Derived from Corp. Code § 812 (business and nonprofit corpora-

tiona)x

- ide
. tinps of board; csll, Unless the by-laws provi
§th§r1w2ise al;{agiee%;ﬁgs of the'baard of directors of a corporation

shall be called by the president, or, if he is absent- or is unable or
refuses to act, by any vice president or hy any two directors.

COMPARABLE PROVISIONS: .
Corp. Code § 9401(a) {nonprofit corporatfon)¥;

Profit Corporation Law § 710
‘? 9401 Poermissible prm'i.u.iurls. ;%’
i . -¥ ¥
tay The time, piace, antd manter of calling, piving notice 2t and
conducting recuiar and speecinl ety of members or dugw-turs,
whieh may be held oufside the Stoe The by-laws niay disperme
with notice of all regular members o (L rectors’ e tinos,

Lt

¥.Y. Not-for-

b~



§ a10.

Notice of meeting; adjvurned meetlirg

SOURCE:
Corp. Code § 813 (business and norproiit corporations)(same
in substance)*

E
3

s

§ 813, YPotieo of mesting; adiowraed meoting, Fxcepi In the
case of regwlar meetings notice of whirh has been dispensed with by
the, by-laws, writien notice of the time arui plaec of the meetiags of

{articles or

the board of divectors snall un cenvered personally fo each direcior,
or sent to each firector by mail or by other form of writlen com-
munication, at least seven {73 duys before the meeting unless the
by-laws provide otherwise. if the address of a director is not shown
on the records and is not readily ascertainnble, natice shall be ad-
dressed to him at the city or place in which the meetings of the di-
rectors ara regularly heid  Notice of the time and place of holding
an adjourned meeting of & meeting need not be given to absent di-
rectors if the time and place are fixed at the meeting adjourned.

S

COMPARABLE PROVISIONS:

Corp. Code § 9401(a) {nonprofit corporatious}*; N.,Y. Not-for-
Profit Corporation Law § 711*; Pa. Corporatfon Not-for-profit
Code § 7704; ABA-ALI Model Non-Profit Corporation Act § 22

§ 9401, Peemissible provisions, :

¥ 3 X + ¥
{at The time, place, and manner of calling, giving netice of, and
eonducting regubyr ard special meetines of meanbers or divectors,
which may be keld outside the State,  The Ly-laws nusy dispere
with notice of all regudar members’ and directors” mectings.

§ 711. Notice of meetings of the board

{a) Unless otherwise provided by the by-lnws, regular meet
ings of the board mayv be held without notice if the time and
mace of suck meetings are f1ved by the by-laws or the board.
Special meetings of the beoard shadl be held nonon notice to the
directoys.

{(b) The hy-laws may prescribe what shall constitute notice
of meeting of the board. A notice, or waiver of notice, need not
specify the purpose of any regular or special meeting of the
board, unless regquired by the by-laws.

{¢} Notice of a meeting need not be given to any alternate di-
rector, nor to any director who submits a signed waiver of notice
whether before or after the meeting, or who atiends the meeting
without protesting, prior therets or at ifs commencement, the
lack of notice to him.

{d) A majority of the direciors present, whether or not a
guoram is present, may adjourn any meeting to another time
and place. If the by-laws so provide, notice of any adjournment
of a meeting of the board to another {ime or place shall be given
to the directors who were not present at the time of the adjourn-
ment and, unless such time and place are announced at the meet-
ing, to the other directors,

-53-
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§ 8li. Validation of meeting defectively called or noticed

SOURCE:
Corp. Code § 814 (business and nonprofit zorporations) (gsame
in substance)®

§ 814. validation o iueeting defoctively called or notlend; walv-
ar, consent, spproval of misuies. The transactions of any mecting
of the board of divectors, however called and noticed or wherever
held, are as valid as though hed-at 8 meeting duly held after reg- (t_ransacted
ular call and notice, if & guortm is present and if, either before or
pfter the meeting, each of the directors not present signs a written
waiver of notice, a consent to holding the meeting, or an approval
of the minutes thereof. All such walvers, consents, or approvals
shall be filed with the corporate records or made a part of the min-

i utes of the meeting.

COMPARABLE PROVISIONS: ,

N.Y. Not~for-Profit Corporation Law § 71l; Pa, Corporation Not-
for-profit Code § 7706; ABA-ALI Model *Tun-Profit Corporation
Act § 22

§ 812, Place of meeting

SOURCE:
Subdivision (a) is the same in substance as Corp. Code § 815
(business and nonprofit corporations)*; subdivision (b) is new.

§ 815. Place of meeting. Regular meetings of the board of di-
rectors shall be held at any place within or without the State which
has been designated by the by-laws or from time to time by resolu-
tion of the board or by written consent of all members of the board.
In the absence of such dusignation regular meetings shall be held at
the principal office of the corporation. Special meetings of the board
may be held either at a place =0 designated or at the prineipal of-

fice. Any regular or special meeting is valid wherever held, if held
upon written consertt of all members of the board given eithor before r similar
or after the meefing and filed with the secretarydof the corporation, officer

COMPARABLE PROVISIONS:

Corp., Code § 9401(a}; N.Y. Not-for-Profit Corporation Law § 710;
Pa. Corporation Hot-for-profit Code § 7705; ABA-ALI Model Non-
Profit Corporation Act § 22

“Glie



§ 813. Quorum of board

SOURCE:
Corp. Code § H1& (business and nonprofit corporations) (same in
substance)*

816. A majority of the authorized number of directors constitutes of the cora

S22 _Cor
\ & quorum of the board for the transaction é—bﬂm)\unless e Roration's
@ articies or bylaws provide that 2 different number, which in no case .*?:.{{9_5;_{?_ /

- shall be less thar one-third the authorized rumber of directors, nor
ﬂikl_zﬁs less than two, constitutes a quorum, asdose-the authorived numnber of
directors is one, in which tase one dirdetor constitutes a qguorum.

COMPARABLE PROVISIONS:

N.¥. Bot-for-Prefit Corporation Law § 707: Pa. Corporation Not-
for-profit Code § 7727; ABA-aLl Model Hon-Proiic Corporation Act
§ 20

§ 814, Effect of majority vote of quorum at hoard meeting; conference
telephone L ) .. . R

SOURCE:

Subdivision (4) is the same &8 Corp. Code § 817 (business and
nonprofit corporations)*; subdivision (b) is derived from Pa,.
Corporation Not-for-profit Code § 7709.%

& 817. Effect of majority vote of quorum at board meeting.
Every act or decision done or made by a majority of the directors
present at & meeting duly held at which a quorum is present is the
act of the board of directors, unless the law, the articles, or the by-
laws require & greater number.
| W
§ 7709. Use of conference telephone and similar equipment

One of more perscns mny patlicipate in o meeting of the hoard,
or of an other body, or of the menibers by means of conference
telephone or similar communications cquipment by means of which
alt persons participating in the mceting can hear each other. Iar-
ticipation in & meeting pursuant to this sectior shall constitute
presence in person at such mecting.

—

COMPARABLE PROVISIONS: T
N.¥. Not-for-Profit Corporation Law § 708; Pa. Corporation Not-
for-profit Code § 7727; APA-ALI Model Non-Profit Corporation

Act § 20



§ 815,

§ 815.5.

Adjournment of mectiog for lack of quurum

SOURCE:
Corp. Code § 318 (business and nonprofit corporations) (sawe)}*

{’; 818. Adjpurnment of wmeeting for lack of quorum.  In the
abeorice of 2 guornm a adertty o the direclors prosent roay adjowrn
from tiame to time wrrd the e deed for the nest vegular nweting

of the hoard,

Provigional director

SOURCE:
Corp. Code § 819 (businesc and nouprofit corporations} {sub-
stantially the same)*

r 3 810. Provisienal firestor

{n} 1 a corporation has an even pupiber of direetors wiiv are equally divided and
cannot agree ag to the mnnagement of ts affaiea, <o that g nsiness eanpot longer
be conducted to advantzge or 5o that there bs danger fhad jta property wid b iess
will be impalred and lsst, the superior courk of the enunly whese the preneips. of-
flee of the corperation 18 loested may, notwilihstanding nny previsions of the arti-
clex of bylaws of the eorboraiion And whether ar ner an acetion iy pending for au
lnvoluntary winding up or dissolntinn ¢f the corporation, apiwing g provisional di-
rector parsuant e this sectlon.

Action for such appointiaent may be flled by * ¢ % any directer or by the

all the rights and powers of & dlrector, and shall be entitled to notice of the meet-
Inga of the doard of dicoctors akd to vofe af poch mestings, uatil the desdiock

or hy vote aor written consept of apled
He shall be cotitled fo receive suck sommpogmation s may b sgreed upon betwesn
kim and the erpordtion, and in the abeence of such egrecment

E So-gpeh- compensn tingew-shall he fixed by the court,
Thig scetion diwg not apply U cevporatioos sehjeet to the Bsnking . Law, the
Eualtdle Utilitien Act, or the Savings and Lona Associotion Lew.

§ B16. Action by board without meeting

SOURCE:
Corp. Code § 9503.1 (nonprofit corporation) (same in substance)*

§ G503.F  Actton by beard withou! mestinn
if the prtlcles ofefuwerpmembionr 0F LYW= su provide, aoy aetinn yeguired op por-
mlited 10 be taken by (he board of direeters utder any peeviston of tlus diviswn
may be tpken wildaont @ neeting, if wil wetabers: of ibe boand shall ipdivituaily or
collectively ecoasent jn wreiting 1o sueh asting, MAwrit[l'i‘j calisenl oor eonseklts

holders of not less than 3314 pereedt of the outstanding shares, —_—

(b} The provistonzl Jarector shall be Ao lmpartisl person, who Is neither a -whade.
helder, nor a crediter_of the eorperation, ner related by oonsa
within the Thirg Ucpres to any of Liw OLDET Gitector® of the corporation, or to BOy
Jjudge of the court by wkhick he s appointed. The provisional director shall have

in the board of directors {8 hroken or untl he Iv remmoved by order of the court

ENIIRELY
REWRITTEN

The

shait be filxl with the minutes of the procecidiogs of the Poard. Sueh aetion iy
Written cornsent ~seeeeges, 0 stae Joree Binl Cffect as ooangnimous vete of sueb

has

directors,  Any. cerificaie o oLlF QUETCDT (100 undber dny jovisios of fhis
Aivigion whieh relates foogetien <o (aken shatl seare that ihe action was taken Ly
anakimots written colseui of the baged of dircetors witlesaf o wmecting, and that
the articles of foeorporation or bykaws, ws the case may e, suthucize the dicectors

is

| to spoact, aml such =t utsf:ul-nsmﬁg:rim:a fucie evidenes of such auikority,

65w



§ 817.

Duty to act in good falth with ordinsry skill

SOURCE:
Derjved

o

from ¥.¥., Hot-for--Frofit Corporation Law § 717%

§ 7:1_7, Bty o directors 2nd offivers

(3} Directors and officers shall discharge the duties of their
respective positions in good faith and with that degree of dili-
gence, care and skill which ordinarily prudent men would exer-
eise under gimilar eircumstances in like positions,

(b) In discharging their duties, directors and officers, when
acting in good faith, may rely upon financial statements of ihe
corporation represeated to them to be correct hy the president
or the officer of the corporation having charge of its books of
accounts, or stated in a written report Ly an independent public
or certified public accountant or firm of such nccountantis fairly
to reflect the financial condition of such corporatiomn.

COMPARABLE PROVISIONS: )
Corp. Code §§ 820, 829 (business and nonprofit corporations)x
Pa. Corporation Rot-for-profit Code § 7734

§ 820. Duty to act in good faith; effect of personal financial in-
terest or common directorship. Directors and officers shall exercise
their powers in good faith, and with a view to the interests of the
corporation. No contract or other transaction between a corporation

and one or more of ils directors, or between & corporation and any
corporation, firm, or association in which one or iore of its direc~
tors are directors or are financially interested, is either void or void-
able because such director or directors are present at the meeting
of the hoard of dircetors or a committee thereof which authorizes or
approves the confract or transaction, or because his or their votes
are counted for such purpese, if the circumstances specified in any
of the {vllowing sabaivisions exist:

{a) The fact of the common directorship or financial interest is
disclosed or known to the board of directors or committee and noted
in the minutes, and the hoard or committee authorizes, approves, or
ratifies the contraect or trapsaction in good faith by a vote sufficient
for the purpose without counting the vote or votes of such director
or directors.

{by The fact of the common directorship or financial interest is
disclosed or known to the shareholders, and they approve or ratify
the contract or iransaction in good faith by a majority vote or writ-
ten consent of sharehclders entitled to vote.

{c)} The contract or transaction is just and reasonable as to the
carporation at the time it Is authorized or approved.

Common or interested directors may be counted In determining
the presence of a guorum at a meeting of the board of directors or s
comimittes thereof which authorizes, approves, or ratifies a contract or
transaction.



§ 818.

& R7e.  Edfest of redlanes an oxrporatt finenchs’ statammnt
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A directyr i nov !lp’l,.’\ i WRFIL Five g aning ol Seciiun ] el !w; :1{:;1
in goad faith oponoa baidi . fit amd cnse <Eetewaent -7 e mr:‘n i .
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Cepaiatild soleeied walil Fei-

sunably fpr

Interested diraccers ang of ficers; quorum

SOURCE:
Derived fros Corp. CJode § 220 (nisiness ond aouprofit corpora-
tions)*

§ B2, Dty b oset In good futth: effec ﬂf rerienal fnaneiaf in-

terest or colamen: girectership. Direciors cnd oftwers shall exercise

thelr powers in goud faith, end-with a view ic the inleresis of the
,f—"‘T:Urporatian. No contraet or other transaction between a corporation
and one or move of its directors, or bebween a corporation and any
corporation, firm, or association in which one eor more of its direc-
tors are directors or are financially interested, is either void or void-
able because such director or directors are present at the meeting
of the board of directors or a commitiee thereof which authorizes or
approves the contract or transaction, or because his or their votes
are counted for such purpose, ;f the circumstances specified in any
of the following subdivisions exist

{a} The fact of the common directorship or financial interest is
disclosed ar known to the board of directors or committee and noted
in the minutes, and the board or commmittee authorizes, approves, or
ratifies the contract or transaction it good faith by 2 vote sufficient
for the purpose without counting the vote or votes of such director
or directors,

(b} The fact of the common directorship or financial interest is
disclosed or known to the shareholders, and they approve or ratify
the contract or transaction in good faith by a majority vote or writ-
ten consent of shareholders entitled to vote,

{e) The contract or transaction is just and reasgnable as to the
corporation at the Lime it is authorized or approved,

Cornmon or interested directors may be counted in determining
the presence of o quorum at 2 mesting of the board of directors or a
committee thereof which authorizes, approves, or ratifies & contract or
l_-‘-.i.l‘.c'znsactje:m.
COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 715%; Pa, Corporation
Not-for-profit Code § 7728

§ 715, Interasted directors and officers

(a} No contract or other transaction between a corporation
and one or more of its dirvetors or officers, or between a cor-
poration and any other corporation, firm, asscciation or other
entity in which one or more of its directors or officers are di-
rectora or officers, or have a substantial {inancial interest, shall
be either void or voidable for this reason alone or by reason

~-55-
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ot skeh Jdirector’s or officer’s
nterest in sach coniraek or i a{’t on and as o pny such com-
¥ d:rer*tnl sidn, officevsh!n o anciel interest ars dmclo&ed
in good faith or buewn o Die members ertitled to vote thereo

i¥ any, and .-.-.-rctf euniiract or iransaction Iv guthorized by vote
of sueh members,

{2y 1F ihe matesial facte

{b) If such good faith disclosure of the roaterial facts as to
the director’s or officer’s nterest in the contract or transac-
tion and as to any such common directorship, officership or fi-
nancial interest, is made to the directors ot members, or known
to the board or committee or snembers a.ut.honzmg such contract
or transaction, as provided in parzgraph (s}, the contract or
transaction may oot be avoided by the corporation for the rea-
sons set forth in paragraph {a}. 1f there was no such dizclosure
nr xnowledge, or if the vote of such interested director or offi-
cer was neccssary for the apthorization of such contraet or
transaction at a meeting of ths hoard or committee at which it
was authorized, the corporation may avoid the contract or trans-
action nnless the party or parties thereto zhall establish affirm-
atively that the contract or trunsoction was falr and reasonable
53 to the corporation et {ile time it was authorized by the board,
4 cornmities or the members.

(3 Common or interested dirzetors may he cnunted in de-
termining the preseres of a quorum at 5 meeting of the board
or of a commmittes which authorizea such contreet or fransac-
tion.

£d) The certificate of incorporaiion may contain additional
restrielions on confracts ar transactions befween a cornoration
snd its divectora or officers or osther persons and may provide
that coniracts or “ransaciinng in -iokation of soch restrictions
shall be vold or voidable,

{#) Unless otherwise provided in the certificale of incorpnta-
tion or the b-laws, the borrd shill have puthority to fix the
compensation of directors for services in any capacily.

{f5 The fining o sadnrie: of officsra, i not Jdome iz or pursnant to
the y-Jnws, shall veamre che efitrmctive veie of o majsrity of the en-
tire: hord unless o higher proporiion 18 328 by the esrtificate of incor-
paration or by-laws.



§ 819,

§ 820.

Officers

SQURCE:

Subdivizion (a} 13 new: subdis ?
$ : rision (b} is derived £
Not-for-Profit Corporation Law § 13(e)* vee From ALt

f §§LI3. Officers

: Ea L =i 'S

{e} AN officors as betvwesr thomselvaey and the :orﬁoration
saall have such puthority and rerform such duties in tha man-
azement of the corporation as may be provided in the by-laws
or, to the extent ot so provided, by the buard. The board may
vequive any offieor to mive security fur the faithful performance
of his duties,

COMPARARLE PROVISIONS:
Corp. Code § 821 (bhusinesa and nonproftt corporations)®; Pa,
Corporation Rot-for-profit Code § 7732

§ 821. Corporate officers; selection; delegation of powers. Ev-
ery corporation shall have a president, a vice president, a secretary,
and a treasurer, who shall be chosen by the board of directors. A
corporation may have such other officers as may be deemed expedi-
ent, who shall be chosen in such manner and hold their offices for
such teyms as may be prescribed by the by-laws, Any two or more
offices, except those of president and secretary, may be held by the
same pLrsor.
Any vice president, assistant treasurer, or assistant :secretal'}',
i respectively, may exercise any of the powers of the president, the
treasurer, or the secretary, respectively, as provided in the by-laws or
directed by the board of directors, and shall perform such other
duiies as are imposed upon him Ty the by-laws or the board of di-

rectors.

Removal of officers

SOURCE:

Subdivision (a) is derived from Pa. Corporation Not-for-profit
Code § 7733%; subdivision (b) is derived from N.Y. Not-for-
Profit Corporation Law § 714(c)*.

§ 7733. Removal of officers and agents

Unless otherwise provided in the bytaws any officer or agent may
e removed by the beard of directors or other body whenever in its
tudgrment the best interests of the corporation will be served there-
by, but such remeval chail be without prejudice to the contract
riphts of any person se removed,

ol
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Eoranoaclion o ooctre ¢ oudmuert removing an officer fur
fads? oy be }rnzznz\* Ly the atior ney-generst, by any director,
by ten pereent o the e e ry, wliethar or not entitled to vote
or by the aolcers of fen perce % of the face vahue of the out:
starding enpizal cortifientes, sulveniion ceriificates o Dbonds
,la.\ﬂ;lhl vetivg riphis, Ve court may bar from ve-eleclicy or re-
. hppomtinent sy oflicer so verioved for o period fived iy the
toeourt.
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COMPARABLYE PROVISIONS:
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§ 821. Executive committees

SQURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 712%

712. ¥yecutive committee and other committees

{a} If the cortifieate of incorporation or the by-laws so pro-
vide, the board, by ressiution adopted by a majority of the entire
bosrd, may designate from among its members an executive
committee and other standing committees, each consisting of
; three or more directors, and each of which, to the extent pro-
vided in the resolution or in the certificate of incorporation or
hy-laws, shall have all the authority of the board, except that no
suth eomimittee shall have suthority as to the following mat-
L; ters:

(1} The submiszion to members of any action requiring mem-
bers' approvai under this chapter.

(2} The filling of vacancies in the board of directors or in

anv committee,
i3) The fixing of compensation of the directors for serving on
the board or on any committee.
{4} The amendmnent or repeal of the by-laws or the adoption
of new byv-laws,
B} The amendment or rzpeal of any resolution of the board
which by its terms ghall not be go amendable or repealable,

{h) The hoard may designate one or more directors as alter-
nate membera of any standing coromittee, who may replace any
ahzsent member or members at any meeting of such commit-
tee,

i (¢} The by-laws may provide lor special comunittees of the
board, or may authorize the Loard to create such special com-
mittees us may be deemad desirable. Unless otherwise provided
in the hy-laws, tha mpmbers a? such eommittees shall he appoint-
ed by the chairman «f the hoard or the president of the cor-
poration if there ig o chairman of the board, with the consent

ARt N
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§ 822.
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have powers which are uot agthovizad Jor standing commiitees
upder this ceriion,

{dY Bach committee of e board anal’ serve al the pleasure
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delegaion thereww of antosity shall not ainee relieve any di-
rector ol Gin duty to the eorpocelion ander section 717 (Duty of
directors and cfficera)

fey Commitiees, other than siradog or speria! commiliees of the
board, whether arealsd by tie board o by the mewbers, ~hull he con-
mittees of the corporation. Sl rhtees muy b plectes o dpe
pointed 1n the same manier s oiiieers ol the corneraiion  Provisions
of thig chapter apphieabie 10 oflicers generally shall apply 1o menbers
ot sueh ecmiit!ces.
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COMPARABLE PROVISTIOKS .
Corp. Code §§% 3401{d){(nonprofit corperatien)#*, 572 (business

and nonprofit corporationg)¥®;

i ABA-ALT Madel Non-Profit Corpora-

ticn Act § 21

Loans to o

S0URCE:

§ 9401, Permissible provisions, -

¥ . -3 wF - 3 .*

(d) The appeintment and anthority of exectutive or ather com-
mitiees of thie board of dircclors.

$§ 822;7 Executive and other sommitles of board; delegation of
pewers. The by-luws may previde far the appoiniment by the board
of directors of an executive committoe and cther committees and may
autharize the board te¢ delecate {o the executive committee any bf
the‘ powers and authority of the board in the management of the
business and afalrs of the carporaiion, eXcept the power to declare
dividiends and 1o adopt, amoend, or repeal by-laws. The executive
committee shall be composed of two or more directors,

fficers and dirccters

P

N.Y. Not-for-Frofit Covpnration vaw T TiH*
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COMPARABLE PROVISIONE:
Corp. Gedz § BRIV ARA- Ll Wode UL

Curpnrazion Act § 27

-;xfarpu;-:’-‘mr; LS e sny logk of money
any director
eior or oflcer of any of
5OD BIV vasmn o offiesr ol any of ie
wreiions, dienily or ! i hihet tle, e (8 any per-
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} i h epd by fae voie o wriiten eoasent
oi the holdere of tvro-thieds o “he shares of &ll clapses, regard.
lews of ]lrn*fntlmlk er woitay righis, ofher than ghares he d hy
the henvdted reetor, oficer, or shareholider.

(v If a loan or pusrent s is mads in vielation of cohdivision
fat, che director or oilficers who wathorza o aesent tn j &re
joimily and severelly Jiabl2 to che vorporsilon s guarautoss
tor the repaymen! or n tl.L guks or valae logns
intoreet thoreci at the rave T percent moyear uatil o
for any hahidity upon the goaranty,

‘m*- officer or dirseier beid lin apder this sabdivision
who satisfies any sueh Liability is eniitied to conteibution from
arny other officer or direcior who partizinutes in avthorizing,
making, or allowing the Insn or guaranty, and shall bz sub-
rogated to any and all siehis of the conoration apainsg the
barrower sr priveipal oblizoer, T

{e} The provisions of this ssotivv do not apply te banks,
bunildine and losn assoolstions, industriat losn sompanies, or
eredit noians, ov to loans made ia, or fue the benefit of, an
eniployee for the parvose of neving premioms an a life insur-
wnve policy on the Dfe of sy cree, ar to joand vermitied
nrdor wny staty fing one sovoas vlosses of corporalions.
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§ 823, Action against divectors ood aifdcurs U3

SCURCE: !
Dertved from N.¥. Wop-rom-Treilnl Ooopeuation o §OF20%
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for belief tnat is wili be rmde.
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(b} An action may be brought for the relief provided in this
aection and In pavagraph fa) of sseifon 719 ¢Ldabilities of di-
rectors in ceriain cases) by the attorney general, by the corpora-
tion, or, in ilie right of the corporation, by any of the follow-
ing-

é (1) A director or officer ol the ¢orporation.

{2) A receiver, trastee in Lankruptey, or judgment credi-
tor thereo?,

(3) Under sernon 628 (Members' derivative action hroughi
in the right ~f the corporztion i procure a judgment in its
favori, by our up move aif the merbers thereof.

“(43 11 the certificate of incorporation r the by-Jaws so pro-
vide, v ary hehler of a vavventioy cectificato or any other con-
tributor {o the corpoarcbon F cusl e prorerty of the value of
21,006 or minre,

fg} In a carporeHon having ne menber, an Actian ey be hroughi
by & direeior sgeinst thire narlies o obbuin o judgmeri 1n faver of
the eoyporatien. The compleine shell set forth with particuderity the
efforts of the plaintiff t¢ secure the imitiaiion of such action hy the
begrd or the resson for not meking snch efforts, The court in its
diseretion sghal! determine whether it is in the interesi of the rorpora-
tion thet the action he meaintained, and if the action is suceessfal in
whole or ‘15 part, what reimburyement i #ng should be made out of
the sorporate treasury to the plaintifi for his ressonable expesses in-
elnding attoroey’s fees, incarred in the prosecution of the nction,

COMPARABLE PROVISIONS:
Corp. Code § B26 (husiness corporation)*

§ 826. Actions to enforee fiability and recover Hlegal payments.
Any one or more Judgment eroditors of the corporation whoée debts
or claims arcse prior to the time of viclation of Seetion 824 may sie
the corporation and any or all of it directors in one action aﬁd re-
covir Judament Tor the amount due them from the corporalion
agzinst any or ali of the directors guiity of the violation up to the
arcount of the el dividends, purcoase price, withdrawal, or
other dudvibntion.  An action against such direetors for any sich
viclalion may be bioesht by the eornoration or by its rucoi\':?r, licy-
FIOP, or inetes I anisuptey, for the Benelit of all sk r:rec}iirk:‘;:,
Mers, without the neecessity of any
price jndement agunst the cocporntion, for the recovery of th-o
anotni of tne unlawful divigends, purchase prics, withdeawal, ar
cibution as for s needed o satisfy such deb!s and abi'e
tics and the full ameaunt of loss sustained by such shareholders.

owiers of shores, ond vharol

athiar di
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§ 824,

Liabiliey of directors

SOURCE:
Derived from K.Y. Hot-for-Ffrofit Corporation Law § 719%
-

§ 719,  tinbliity of rrectors in certain cases

'a} Diyectors of a corporation who vote for or concuy (n any

T the :)huwng covrporaty actions shail Le jomtly and several-
by th fo the corporatiom for the Lenefit of its creditors or
menthers or the uliimate bensficlarios of its acdivities, to the ex-
tent of any Injary saffured by such personz, respectively, ag a
result of such action, or. i{ there be e Lr-:nhurs Or Members or
uitimate benofiviaries zo mnjmed, to the carporation, to the ex-

tens af anv e corraabion as a result of sach

ey mufioved by
sctieon:

: pution o the con o ation’s el or property Do
llnigl}t’l':}, fhrveicrs or offivess, other thaun a distmbution ner-
mitied under secton 515 Dovidends provibited; certain distri-
sations of cash or praperty auilorizeds,

g3 The redemplion of cupifial cortifeates, subvenlivi eer-
tifieates e londs to the extent such radéniption is contrary io
tue provisions of cection SO0 {Alember’s capital contributions),
o 30T (ghventions), o section 366 {Bonds and securily
interests b )

(57 The pavment of a 7

cd ar eonlingent periodic sum to the
el tes ar of intevest to the holders
. Ge Lo exient such payment is contrary
L pros intons of secdion

hedaars of suhiventaon

G beneleiaries of e

D01 Gy see L!UZ; 06,

-1y The distritution of asseis aller dissoiution of the corpora-
ton inoviolslion of sectien (00 (Procedure after dissolution)
ov without paying or adequsately providing for all known liabili-
ties of the corporation, excluding any claims nof filed by credi-
tors within the time limit set in a notice given to ereditors gn-
der articies 10 (Non-judicial dissclulion)® or 11 {Judivial disso-
Iition )",

(3Y The making of any loas eomtrare to gection 716 {Loans to
divectors and officers),

(i) A director wha iz present al a mecting of the board, or
any committee thereof, at which action specified in paragraph
(a) is taken shail be presumed to have concurred in the action
unless his diszent thereto shall be erntered in the minutes of the
meeting, or unless he shall submit his written dissent to the per-
son acting as the secretary of the meeting before the adjourn-
ment thereof, or shall deliver or send by registered mail such
dissent to the secretary of the corporation promptly aiter the
adjournment of the meeting, Such right to dissent shali not
apply to a director who voted in favor of such action. A di-
rector whe is absent from a meeting of the board, or any com-
mittee thereof, at which such action is taken shali be presumed
to have convurred in the action unless he shall deliver or send by

~{5-



s rarth

registered maii his dissenl therein Lo the secretary of the cor-
peraan or shall caase such dissent to be filed with the wminutes
of the proceeding: of the soard o commiltee within a reasonaite
time after learning of such setion,

{r} Any director against whora a claim is successfully asserted
under thix section shail be antitiad to contribulion from the obher
directors whe veied jor or concurred in ihe achion upon which
the cliaim 19 asgerted.

(dy Dirsctors aguinet whon: o claim 12 snocesstuilv asserted
under thizg seetion shall be eniltled, o the extert o7 the amounts
paid by them o the covporat:cn as o result of sueh clairns:

{13 Upon resmbursement o the corperation of any mmount of
an impreper distribution of the covporation's cash or property,
to be subrogrted (o the righta of the corporation sgainist mem-
bere, dirgctors or o Tizers whe recerved nuch distribotion with
knewledge of facls indieating that 11 was not authorized by this
chapter, in proportion to the amounts received by them respec-
tively,

(2} Upon. reimbursement to the __cérporation of an amount
represénting an improper redemptien of a ecapital certificate,
subvention or bond, to have the corporation rescind such im-

proper redemption and recover the amount paid, for their bene-
fit but at their expense, froin any membeyr or holder who re-
ceived such payment with knowledge of facts indicating that
such redemption by the corporation was not authorized by this
chapter.

{3} Upon reimbursement t{o the corporation of an amount
representing all or part of an improper payment of a fixed or
econtingent periodic aum te the holder of a subvention certifi-
cate, or of interest to the holder or beneficiary of a bond, to have
the corporation recover the amount so paid, for their benefit
but at their expense, from any hoelder ' beneficiary who re-
ceived such paymmcut with Keowledge of facts indicating that
such payment by the corpovation was not authorized by this
chapter.

(4} Upnon pavment to the corporation of the claim of the at-
tornev gencral or of any ereditor by reason of & viclation of sub-
paragraph {(a) (4), to be subrogated to the rights of the cor-
poration againzt any person who received an improper distribu-
tion of asseta.

{5} Upon reimbursement to the corporation of the amount of
any loan made contrary io section 718 {Loans to directors and
ufficers), to be subrogated to the rights of the corporation
against a divector or offizer who received the tmproper loan.

{g) A director or officer shall not be liahle under this seciion
if, in the eircumstances, he discharged his duty to the corpora-
tion under section 717 {Duty of directors and officers}.

(f} This zeetion shall not affect any lighility otherwise im-
posed by law upon any director or officer.



COMPARABLE PROVISIORS:
Corp. Code §§% 823, 825, 38 [Lusinmsr curpovacion}

§ 825, False report, statement, oy entry: olwil ldahildily

SOURCE:
Derived from Corp. Lode ¢ 30L4%

f"/g 30 }._&7 Hialse seport, s@vemend, or snfryr eivil dability., Any
offirers,” directors:, smplovees, o sgots of o oorporation whe do any
of ihe following are liahie jointly and severally for ail the damage re-
sultine therefrom to the corporalion or ang person injured therehy
who rolied therean, or 10 bovh,

fa: Make, s, detbvor, o naklish eny prospectas, report, cir-
cular, cartificate, fnancial stetemend, balanco sheet, omblic notcs, or
document respecting the corporstion or is shares, assets, liabilities,
capital, dividends, business, earnings, or accounts which is false in any
ir;ateﬁal respect, knowing it (o be false, or who knowingly participate
therein.

{b} Make or cause-to be made in the-beoks, minutes, records, or
accc.unts of a corporation any sntry which is false in any material
particular, knowing such entry is false.

(c) Remove, erase, alier, or cancel any entry therein with intent
to deceive,

L™

Article 2. Indemnity for Litigailen Expenses
§ 851, Right of officer, director, of enployee to Indemnity

SOURCE:
Corp. Code § 830(a){business and ponprafit corporations) (same

in substance}*

e G300 (a) When a perses i sued, either alone or with
j sthers, becawse he s or was a divestor, offiecr, or emgloyee
of g sorporation, dumestic or {orclun, in any nroveeding aris-
ing out of his wlleged misfeasatu - oy nonfeasane: in the per-
formnpee of his Gudies or oet o 2oy aileged wrongiat el
agaiust the corpetatmn or by the corporation. indemuity for
hes reasongble expenses. foelading siiernmess’ (oo inearred
in the defense of the procesdiag. may be & wodk agnitst the
curporati-{:n, ity epgeiver  or s trasioe, Ei-“.' the court n the
sEmie o R Eeparats nroeceding, F butl of ke fellawing con-
ditions rxist:

(15 The persen sved ik cucesssind o whode o fn DAREL o7
the procecdilg ayalst DHIE 1S seitled with the approval of the

court.
(25 The vourt finds that 7is comduet foirly and equitabiy
merits queh mdemnity. -
; | under this

(bl' JThe amount of sesh indemnityaahell br w6 mmch of the mauel tl1s
expensen, jueluding attorners’ feos, irourred in the defepse L article
of the proceecing, as the court determines sl finds to he

ressanabla




COMPARABLE. PROVISTONS:
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§ 725. indewnification of dircetors and officers by a court
{2} Notwithstanding the failire of a corporation io provide
indemuification, and diesnite any contrary resolution of the board
or of ine members in the specific cagse under section 724 (Pay-
ment of indemnification oiner than by court award}y, indemnifi-
cation shall be awarced by # court o the extent authorized un-
der section 722 {Authorization o indemnification of directors
and oificers in astions by or in the righ! of a corporation to
procure a judgrent ir ita faver), seetion 7235 {Authorization
for indemnificution of directors ane sfficers in actions ov pro-
ceedings olther than by or in the righ? of a corporation to nro-
eure & judgment thoifs Tavor), and varagraph (&)} of section 724,
Application thersfor may be made, I overy case, either:

{1) In the civil action or proceeding in which the expenses
wore [neurred or other amuunts were paid, or

{Z) To the supreme court in a separate procecding, in which
case the application shail set forth the disposition of any previ-
ous appiication made Lo any court for the same or similar relief
and also ressonalde cause {or the failuve to-make application for
such velief in the action or procesding in which the expenses
wers inecuree:] or other amounts were paid.

(b} The application shall be made in sach manner and form
as may be required by the applicable rules of court or, in the
absence thereof, by direction of & court to whickh it is made, Such
application shall he upon notice to the corporation. The court
may alza direct that nolice he given at the expense of the cor-
poration to the members and such other persons as it may desig-
nate in such manner as it mayv require,

{¢) Where indemnification s sought by judicial action, the
eourt may allow a person such reasonable expenses, including
attorneys' {ees, durbig the pendency of the litigation as are neces-
sary in connection with his defense therein, if the eonrt shall
find that the defendant has by his pleadings or during the course
of the litigation raised geruine rssues of Tact or law,

§ 852, Application for indemnity

SQURCE:

Corp. Code § 830(b) (business and nonprofit corporations) (same
in substance)#*

™ $i0,
¥ + + #

(b} l\pp}ication for «suek indemnity i
o7 Y may be made cither b f §~
A person sued or by the attorney or Pother person rtenderini under thi
services to him in conneetion with the defense, and the court (2Fticle '

may order fees und expenses to be peid directly to
> the attor-
ney or other person, although he iz not a par{}r o the pro-

Lt:::ding-.

:
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COMPARARLE PRD“’Z{“ TONS:
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§ 853. Service of notice of appifcarion

SOURCE :
Corp. Code § 330{c) {business and RORpIo
in substance)®

f 550,
)

r‘\
;.n-‘«
rt

cerporations) (sane

# g 4 ¥ ::‘:”éf

el Motica of the npp Hheativa for such inderanity shal] be
. serve e upo the POToTAtion, itr receiver, or s trustes, and
1_})} upen the plaint:§ and other narhes e the proceeding,

JThe court mav order notice i be_g‘\-efl ai8g_to the sbeps- {1"!-1;;[;&]"1‘5 i
A e ——

hoiﬂeﬂAm the meanner provided in this division for giving

notice of sharehoiders’, meatings, m such form as the eourt ~,
directs. fmembers' \

bttty

COMPARABLE PROVIS IOlNS B
N.Y, Not-for-Profit Corporatiocn Law § 725(b)

§ 854. Voluntary payment of expenses and judgment by corporation

SOURCE :
Corp. Code § 830(f})(business snd nopprofit corporations) {sub~
stantially the samej}#

4IRS
)] S0, £

(I ‘\(m. ctaTidioer ke zhwwwww% (—n
o :

Section 85 ,

13

: St wesbiepa the buar] of direetors
may wethorize & cor nopation q pa¥ eXpenses inedrred Dy, or
tn sutisfy » Jd;,me':.! or fine rendered or levied against, a
gresend o furmer dimctor, ofeer or elaplayee of the sorpora-
fiom in an action broueht By oo thard porty amainst suoch per-
son (whether or not the earporaiion s joined as a party de-
fer:lusit ' 0 fnpeese a Bubiliey o pepa ity un such person Jor
anoact aclseod te Lave Been committed by such person winle
direcing, offfeer o ompdoves, or by the corporaiion, or hy both;
Wném-l-ﬂ.w bow rd ol fireciurs detorm nes in grum fuirh ¢ hut _f,
aueh direpler. afvrr ap empboes was aefbrr o geod faith
wittin whot fe reasanabiy o fieved 1o he ibe oseape of ki
employment or anthority and Yor o« perness whinh he reason. :

e ' ah‘]" helieved ta he in the b éfm-r:i.\z!s ol the corparation or TM

{members . 1 ith -mhtebedtepey Poyvounts sutlborized Frispasiareden p o tide section
unerun e panl cnd o oexpenses ine m"nd i .w-Hl'mgr auy sueh

L

j=s

aetnn ar fhreatenod aetian Tioy -me does nnt
appiy 1o wnx actwen st ated or omaind n--'i i rtm right of
the earporatinn by & sharsholder or hr‘.ldr—r of a vating frist
coertificate representine <hares of the parpoerannn,

{
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COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 723*%; Pa, Corporation

Yot-for-profit Code § 774); ABA-ALI Model Non-Profit Corpora-
tion Act § 24(A)

§ 723. Authoricstion for indemnification of dicectors and
afficery in actions oy proceedings other than by or
in the zight of a corperation fo procurs & Judg-
mieny i iy favor

val A eorporation may indemoily any peraon made, oy
threntened 1o be madie, & parly ooan actien ar proceedine other
than ong by ar <n th ghit of the corporation io prooure a judp-
maent 0 its favor, wnethey civid or eriininal, ncieding au gotom
by v in ihe vight of any claer corporation of any type or kind,
gomestie or forelpn, or v partnoevsinp, joind veniure, trusi or
cthey enterprise, which vny divector o officer of “he corporation
sarved in any capacity al the reguest of tre corporation, by rea-
st of the fact that ke, his testator or intestars, was g director
or officer of the corporation, or served such ofher corperation,
partzership, joini venture, trust or oiher enlerprise in any
capacity, against. judginents . fines, amonnts paid in =ettlement
and rensonalle expenses, including attornevs’ fees actuaidy and
necessarily Incurred as & respdt of such action or proceeding, oF
any appeat therein, if such director or afficer acied in good faith
for a purpose which he reasonably believed to be in the best in-
terests .of the corporation and, in eriminal actions or proceed-
ings, in addition, had no reasonubie caure to believe that Nis con-
duct was unlawful

(b} The termination of any such eivil or criminal aelion or
nroceading hy judgment, settleraent, conviction or upon a plea
of nolo contendere, or its equivalent, shall not in itself ¢reate a
presumption that any such director or officer did not act, in gond
faith, for a purpose which he reasenally believed teo be in the
best interests of the corporation or that he had reasonable causze
to heileve that his conduct was uninwiul,

§ 855, Advancing litigation expenses

SOURCE:
Derived from Fa. Corporation Not-for-profit Code § 7745%

f

§ 7745. Advancing expenses

Expenscs incurred in Jefending a envil ar erimina] action, suit or
procesding may be paid by a nonprolit corporation in wivance of
the final dispasition of stch sction. suit or procecding as autharized
by the Loard of directors or other Lody in a specific case upon re-
ceipt of an undertaking iy or co behalf of the representative o re-
L pay such amount unless it shail ultimately be determined that he is
entitied to be indemnified by the corporation as aulhorized in this
subchanter.

hcta———

fa



§ 856,

COMPAELBLE PROVISEDNEG:
N.T. Not-for-Prefit Corporaticn Law §§ 722%, 724{(c)*

SQURCE:
Corp. Code § 830(e)(business and nonprofit corporations)(=zame

§ 722, Anthorizatior for indemnification of directors and

oificers in sctioas by or in the right of a cerpora-
Heu i precure a judgment in its favor
() A corporation mwy indemstifly any perzon, made a party
te an action hy er in the right of the corporation to procure a
Judgment in ifa favor by reuson of the fact that he, his testator
or intestals, is or way g direcicr or officer of the eorporation,
against the reesonable expenses, including attorneys’ fees, ac-
tunliy and neceszarily incyrred by bim in connection with the de-
fense of such action, or in ronunection with an uppeal therein,
except in relation ko matiers as to which sech director or officer
is adjudged fo have breached his duty to the corporation under
pection 717 {Duty of Jirectors and officers),
fbY Tone indemnification suthorized under parasgraph {a}
ghall in no ease include: :
{1} Ameounts paid in settling or otherwise disposing of a

threatened actmn ora pendmg action w:th or withoui court ap-
proval,er

{2} Expenses incurred in defending s threatened action, or

& pending action which is settied or otherwise disposed of with-
it court approval,

§ 724.

Fayment of indemmifieation other than by court
gward

#- * W X »

(e} Expenzes incurred in defending a civil or eriminal ac-
tion or proceeding may be paid by the corporation in advance

of the final disposition of such action or proceeding if authorized
under paragraph {h}.

ight and rewedy excluszive

in substance)*

830,
e +# S # K

ey The righte and remedv provided by this seetion, are

articie

exclusive. The awarding of iuderemty for expenses, rncludmg
gitornoys’ fees, to parties tn such proecedings, whether ter-
minated by trin? on the merits or by settlement or dismissal,

S=etion 851 A ‘.mz shudd 0t be poverned by any provision in_the arti-

1 shali be made only apen order of court pursunnt to thir-neer

cle ar bylswy nf tie no'rmmurn or hm rem]uhon or ﬂgr&?-

is



COMPARABLE PROVISIOGNG: )
N.Y. Not-for-Frofit Corporacice law & 721 Pa. Corporation Not-

for-profit Code § 7746; ABé-2LI Hodel son-Profit Corporation
Act § 24(A)

-*
§ 857. Application of article

SOURCE .
Corp. Code § 8304d}, £z} (husiness and noaprefit ecerporationa)

{same in substance)®

33
'.)(’:}F
article

{d) This s«etrom,auplies to all proccvedingy specified in aob-
division (&}, whether brought Ty the corparstion, ifs recelver,
itg irustee, one or mote of its shereherdens or creditors, any
governmenta! body, eny public offictal, or apy privaie person
or corporation, domestic or foreign.

i’ K ¥ K ¥
(g} 'Ifher provisions of fhiﬁw{@-}l&iiwa iy o the ostate E-I:f'_i...c.).‘_e'.]
exeeutor. admunistrator, Beirs, Laa'eos ar deviaers of a0 ii-
rector, offierr or employee, and the term *person’ where
used in +he—furcgaimmmibdismmpodtbinssatiarsbalebide. [this article

the estate, execu-‘ror arjmiﬁistmmr heirg lerate ey isees
tor, . heiwry tepgatees ar devisees
of sueh person, v M

§ 858. Indemnity insurance

SOURCE:
Corp. Code § 83G(h)(same in substance)*

5.3,
: v x v o

{hy Nelking in this wMﬁqhm] prolithit a ecorporation, [article ‘
axther domestio or foreign, {rond paying, 10 whele or part. the — 0T2T70 )
premiuin of other charge for wny twpe of indernity insur-

anee in which any offieer, dorector, or emplayee of such cor.

poratian ur any of s subsidiary corperstions 8 indemnificd

or insured sgainst [trbility or loss srisimr out of his actual

or (aserted mislessance or nonfeasanes in the performance of

Ms duties or ou! of any asztual or amerted wrangful act

against, or by, any of such corporations including, but not

limited tg, judgments, fines, seitiements, and exjpenses in-

curted in the duefense of actions, proceedings, and appeals

# therefrom.

-f2.



COMPARABLE PROVISIONS:
HWY. Not-ror-Profllf Lovsoraliom: La. § 727+ Pa, Corperation Not-
for-profit Coda § 7747

o

4 bl " . . - 1 - E |
9 i2i. sisarance wor beminfication of dircetors and o
ficars

taf sunject to paraprapk () foeoruaralion ahall have power

o purchase pad meinis

*
ISR IR TR TRt

£3y To wdemuify e corporagilon f
iz incurs o a result of the mdeanficgiion
ficers unde: the prog

sinne of Ahis articie, and

(2; Do indemyify diveciors and ofeers (noLnsiances 1w i
ey ray e indemeifted by the corperatinn undor the provis.ons
of this articls, aud

(3Y To indemuiry civectors and officers o insianees in
wiich ther may not wtherwise be tudemnified by the corprrtion
under the provigions of thiz article provided the contraer of -
surance covering such directors and officers prevides, in a man-
ner acceptable to the superintendent of insurance, far a reten-
tion amount and for co-insurance.

(b} N¢ ingurapee under paragrapﬂ {a} may provide for apy
pasment, other than cost of defense, to or on behalf of any di-
rector or officer:

(1) i a judgmeni or other fina! adjudication adverse to the
insured director or ofilver ~stabiishes that his acly of aetive and
deliberate dishonesiy were maierial to the ¢ause of action so ad-
judicated, cr that he personally gained ip fact a financial profit
oy other advantage o which be wus noi lepaily entitled, or

{2} ia relation io any risk the insurance of whick is pro-
hinited under the msorance law of this state.

fo} Insprence wuder any or sl subparagraphs of parapgraph
{a; may be tucladed i a singls contract or supplement thercio.
Retrospective mted conteacis nre prohihited.

{d} 'Ths corporssiosn shall, within the time and to the persons
pronded in peeayraph (o) of section 726 (Other provisions af-
fecting indennifization of directors and officera), mail a state-
ment in resvect to any insurance it hag pevchased or renewed
under this zechorn, rpecitying the insurance ssrrier, date of
the contracs, cost of the irsurance, corporate nogitions insured,
and a staiewreni explmining 2l sums, not previously reported in
nostatoment Lo memsbers, rail uader any indemnification insur-
ance conirach

(e} This sectiom iz he public poiicy of Lhis state {o spread the
rist of corperate mangyement, notwithstanding any other gen-
aral or specind law aof this state or of any other jurisdiction, in-
elnding the fedsral government,




CHAFTER L, oCux

drticle 1.

§ 901,

TR A TEEL L ER R
IS I VRN - ST B SRS

Boohs ape Recoros

Books and teoeords

SOURCHE:
Berived from ¥W.Y. loi~f~m-Profis Covdoretion Lawv § 531{a)*

s

- ,‘;.ww‘-u-fwnwml—“-“mw A

\ ol

it

525 . - Cowg ; . .

§ H2i. EBools sl records, rigitl of fnspection; potutn facie
evidei.

fa} Except ag otherwise provided bevein, o

shall keep, ol the offics of the comparntion

packs and records of accomt and minuies

it members, board end exec

vary corporabion
snd wonplete
of the procesdings o
tye enrosittee, 14 any, and shaodl
zeep at such office or ot the office of 113 transfer agent ar rey-
strar in thiz sfale, v izt uv vecord crntainirg ihe rnames and

addresses of skl merniers, G elasg or cinsses of membership or
capital certificates and toe number of capital cortificates held by
each and the datea when they respectively became the holders of
record thereof, A corporation may keep its books and records of
accounie in an office of the eorporation without the state, as
specified in ifs eertificate of incorporation. Any of the fore-
going books. minutes and records may be in written form or in
any other form capable of being converted into written form
within a reascnable tims,

COMPARABLE TROVISIAONS:

Corp. Code §§ 3000-2002 (tusiness .ni nenproflt corporacions)¥*;
Pa. Corporaiion Rot-for-preiit Codu § 750674): ABA~ALL Model
Non-Profii Corporation Act § 25

PR

§ 3000, Tinutes of mectings. ilvery corporation shall keep at
e principal office, or sich other Hace a5 the board of directors may
order, a booic of mimites of all mectwgs of its directors and of its
shareholders o memboers, with the fime end place of holding, wheth-
er regll.r or spec . and, i ospecial, how authiorized, the notice there-
of zivan, the namss of 1those present al directors’ meeiings, the num-
ber of shares or members present or represented at shareholders’ or
merabers’ meetinrs, ond the neoeecdings thereofl

8 SOQL Bnoks of mecoant, Every coimoration shall keep and
malniain adequate apd correet accounls of {is properties and busi-
ness trangacions, including aceounts of its assets, tiabilities, receints,
dishursements, pains, ouses, capital, surplus, and chares. Any sur-
plus, including earned surphis, paid-in surpius, andg surplus arising
from a reduction of ststed capital, shall be classified aecording to
source and shown in 8 sefarate account. The books of account shall
at all reasonable times Le open t¢ inspection Ly any director.




stion Tor profil snadl keep ot the nrin-
cipai office, of the trunsler gpent, 4 share regis.
ter, of & Juplicate slirs cegiaer, shiowing the pames of e
shareholders and thes ab vh, the pumber g edisses of
shares hich? by eac’s, the number and date of cortifivates iusued
for <hares, and the numiber and date of cancellativn of every

denkl o hvay ourpe

gerty jgate surrender v eanceilation. The above speeified
informanon way e ooy ibe corporation i rasmchedards,

magaetic TR, OF 6 stormation slorave device reluted fo
plectrioiic adata prowssing cquipihent provided  fhat oseeh
ghrd, mpe, or otber eguipment 15 capable of reprodueing the
taformatien in oleaely Ieoible forn for the purposes of nspeo-
tich a8 previded inp Seetion KK

§ 902. Right to imspect hooks and records

SOURCE:
Derived from Corp. Code § 3003 (business and neonprofit corpora-
tiong)%

'4' § 3003. Enspection of records by sharcholder; demand for in-
spectiey. The share register or duplicate share register, the books
of account, ahd minutes of proceedings of the sharcholders and the
board of directors and of executive committecs of the directors of

b every domestic corporation and of foreign corporations keeping any
sueh records in this State shall be open to inspection upon the written
demand of any sharcholder or holder of a voting trust certilicate at
any reasonable tHme, for & purpose reasgnably related to his inter-
ests as a shareholder or as the holder ol such voting trust certificale,
and shall be exhibited at any time when requived by the demand at
any shareholders’ meeting of 10 percent of the shuares represented
at the meeting.

1 Such inspection by a shareholder or holder of a voting trust cer-
tificate may be made iIn person or by agent or atiorney, and the right
of inspection inchudes the right to make extracts, The vight of the
shareholdcrs to bspect the corporate records may not be limited in
the articies or Dy-iaws.

Demand of ingpection other than at a shareholders’ meeting shall
be made in writing upon the president, secrelary, assistant secrotary,
or general manager of the corporation.

COMPARABLY PROVIRIORS

¥.Y. Not-for-Profit Corpersation Law § A2i%; Pa. Corporation
Hot-for-profit Code § 7508(b}, {c¢}; ABA~ALI Model Non~Prefit
Corporation Act § 25

§ 621. Books and records; pight of inspection; prima facie
evidence

{a} Except az otherwise previded herein, svery corporation
shall keep, at the office of the eorporation, correct and complete
bocks and records of accouni and minutes of the proceedings of
its members, board and executive commttee, if any, and shall
keep at such office or at the office of ity transfer agent or reg-
istrar in this state, a list or record containing the namea and
addresses of aill members, the cluss or classes of membership or
capital certificates and the number of capital certificates held by
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Het or record of members cnd to make

{2} Ak lugpection aufhorized by paragraph (D) may be de-
nied o such member or otirer person upon Lis refusal to furnish
to the corperation, its transfer agent or registrar an affidavit
that such inapection is not desired and will not be used for a
purpose which is in the interest of a business or object other
than the business of the corporation znd that he has rot within
five years given, sold or offered for sale any list or record of
members of any domestic or foreign corporation or aided or
abetted, or attempted or offered to aid or abet, any person in
procuring any such list or record of members for any such pur-
poae,

{d} Upon refusal by the corporation or by an officer or agent
of the corporation fo. permit an inspection of the minutes of
the proceedings of its members or of the lat or record of mem-~
bers, as herein provided, the person making the demand for in-
spection may apbly to the supreme court in the judieial distriet
where the ¢ffice of the corporation iz located, upon such notice a8
the court may divect, for an order directing the corporation, its
officer or agent to show cause why aa order should not be granted
permitting such inspection by the applicant, Upon the return
day of the order tn show causze, the court shall hear the parties
summuarily, by affidavit or atherwise, and if it appears that the
applicant is oualified and entitled to such inspection, the conrt
suall grant an order compeiling sucn inspection and awarding
such further relief as to the court may seem just and proper.

fe} 17pon the written request of any person who shall have
Leen a member of record for at least six moenths immedistely
preeqding his request, or of any person hoiding, or thereunto au-
thorized in writing by the holdera of, i lepst five percent of
any ¢lass of the ontstanding capital certificates, the corporation
shall give ov mall te such member an annual balance sheet and
profit and less statement or a4 financial statement performing a

similar funciien for the preceding fiscal year, and, if any interim
bdhrrve sheet o profit and loss or simitar financial statement has
been disirihned to its members or otherwise made available to



§ 903,

§ 204.

t Pl e tein @ osheet ow prefil
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il Broveediny agaenst sach
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the piaintiyl s oany asdon

corngralicn o0 oaR:

Inspaction ol vecurds and propscotdos

i}

By direntors

SQUNCE: .
Corp. Code § 3004 (busiress and nonprefic corporations) (same in
substance)* ‘

[ 5 3004,

] Inspection of reecrds and nhysical properties by direc-

tor; foreign corporations. Fvery divector shut-havethe absolute has
right at any reasonable tine v inspect all books, records, docaments ‘

of every king, and the phivsiceal propertivs of 1he corporation, domestic

or fereign. ol which he is 2 ciroctor, and siso of its subsidiary cor-
porations, demestic or foreign,  Sueh inspeetion by a director may

be made in perscn or by agent or attoinev. and the right of inspec-

tion includes the right to make extracts, In the case of foreign cor-
porations this right extends nnly o such bonks, records, documents,

] and propertics of such corperations as arc kept or Iocated in this

state.

s

Enforcement of right to lnspect

SOURCE:
Corp. Code § 3005 {husiness and nenproflt corporationa){same

in aubstance}?®
—

§ 3005, eaforcement of right of laspestion; juwdicial Inspection;

i _('_Ej._l sxpenses of Enspwt‘zm_z:jp;;n—r refusst of a lnwfil domand for inspec-
tion, or upon petbion of the inleems of tan percent 05 —of-the-is. of the
sted-rivgsutctadies sherse, the superior court of the county In which oo
the arincipal oflice o in wiich the recorus are Iscated may enforce
the right of inapection with kst and proper condibons, or may ap-
poind oo nr gnere campetent inspectars or accouniants to audit the
books and spcords kept in the Stata, and (o investigate the property,
funds, and aifels of any domeshe corporation or any foreign corpo-
ration keoping vecovds in this Sate ond of ary subsidiary corpora-
don thereof, domest.o or Loraigy, Eeoping recosds in this State, and
to report thereon in such marmer as the court mey direct.

Bl gAY oificers and agentx of the corporation shali produce to the
inspectors of accountants so anpointed ol books and doocuments In




thelr culialy o [ oaeel, wads 0oe acls, of panishoe it for contempt of
<ot

f{c} AT apesses of the $avest paion or audit shali be defrayed by
the applicart unlens the cobtt orlers them 1o be paid or shared by the
sorporation.

COMPARABLE PROVIZIGHS:
K.Y, Not-for-Profit Corpera

tion Law § 52[{d)*; Pa. Corporation
Hot~for-profit Cade § 7508 (¢}

§ oZl. Books and records; right of inepection;

b5

prima facis evidance
<3 ol 2 K #

{d} Tpon refusal by the corporation or by an officer or agent
af the corporation Lo permit an inspection of the minutes of
the proceedings of ils members or of the list or record of mem-
bers, as herein provided, the persen making the demand for ine
speclion may apply to the supreme court in the judicial district
where the office of the rorporation is logated, upon such notice as
the court may direct, for an ovder directing the corporation, its
officer or agent to show cause why an order should not be granted
permitting such inspeciion by the anpiieant. Upon the retorn
duy of the order 1o <how cause, the court shall hear the parties
summarily, by aflidavit or olherwise, and if i appears that the
applicant is aualificd and entitled to such inspection, the conrt
shail grant an order compeliing such inspection and awarding
steh further reliof s to the court may seem just and proper.

Article 2. Annual Report
§ 951, Annual report reguired; date for preparation

SOURCE:
Hew

COMPARABLE PROVISIONS:

Corp. Code §§ 9402(e)(nenprofit corporation)*; 2006 (business
corporation)*; I1,Y., Not-for-Frofir Corporatiou Law § 519*; Pa,
Corporation Not~for-profit Code § 7555%; ABA-ALI Model Non-Frofit
Corporation Act § 31%

5§ 9402. Members and membership rights. "
e = » A o

(&) The making of annual reports and financial staterments to
the members,



§ 3008. Aanuai reperi: time of sending fo sharehoiders. The
hoard of directors of every stock corporation shall cause an annual
report to be sent to the shareholders not later than 120 days after
the close of the fiscal or calendar year, unless the by-laws expressly
dispense with such report,

4 519. Annual report of directors

inl Tie hoard shall present at the nnnuai meeting of members a
repeat, veritivd by the prestdent and treasurer or by a majority of the
wivestor, or vertisl iy an independent publie or certified public
deenancant or a S of sieh geeonntants seleeted hy the hoard, showing
inAppropriate detail the fotlowing -

{1} The assets and liabilities, including the trust funds,
of the corporation as of the ond of a twelve month fiscal
period terminating not more than six nionths prior to said
meeting. :

(2} The principal changes 'in assets and Habilities, includ-
ing trust funds, during the year immediately preceding the
date of the report. ;

W m e wn
- -

(3} The revenue or receipts of the corporation, both unre-
stricted and restricted to particular purposes, for the year
immediately preceding the date of the report.

{-1) The expenses or disbursements of the corpoeration, for
both general and restricted purpeses, during the vear im-
mediately preceding the date of the repoit.

(5) The number of members of the corparation as of the
date of the report, together with a statement of increase or
decrease in such number during the year .mmediately pre-
ceding the date of the report, and a statoment of the picee
where the names und places of residence of the current
members may be found.

i) The annnai report af direetors shall he filed with the records of
the ~orperation ared mther o copy or an abstraet thereot entered in the

mimutes ol fhe praceedings of the annusl meeting of members.

(el The beard of w corporation having ne mewlwrs shall diveel fhe
prostdent and treasurer to present at the nnugal meeting ol the boera
A reprort i sevondanee wati parngraps (a), but emitiing the requinent
nf subparageaph {50, This report shadl e filed with the minetes of the
snngst mecting of e board,

8§ 7555. Apnusl repert of directors or other body

(a) Contents—The board of directors or other body shall present
annually to the members a report, verified by the president and
treasurer or by a majority of the directors or members of such other
body, showing in appropriate detail the following:

(1) The assets and liabilities, including the trust funds, of
the corporation as of the end of the fiscal year immediately pre-
ceding the date of the report.

-89~
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(2} The pomemal ebsuges e sxeeos sno anbliides inclocing
trust funds, during ihe vear immediately preceding the date of
the report

{3) The revesiue or reczipis of the corporation, both unre-
stricied and risivic eq to nartiewlar perpes: s, {ov the year im-
meciatery procodiag b sdaie of (he roport, incleding separate
Galtz with respert to each irest frod held by or {or the corpora
Tion,

(4} the cxpenres of ciburiomonds of tae corporiticon, for
Doth genoral and remiicted pusposts, auring (pe year im-
med siely proceding the dote of tne repor, inciuding separate
data with respect to esca rust fund heid by or for the corpura-
tron,

(5) The number of innmbeais of the corporation as of the date
of the repurt, togethor wiib 5 satement of incresy s o decrraze
tn such aumber during i vear wrsedietely precediag the date
of the repert, and o statemons of tic place where the names
and addresses of the current members may be found.

(b) Place of filing.The annual report of the boasd of directors
or other body shall be filed with the minutes of the meetings of
members, ~ 7 ) '

(c) Report in abgence of meeting of members.——The board of
directors or other body of 2 corporaticn having no members shall
direct the president and treasarer to presenit ot the annval meeting
of the board or of such other bndy 2 report in accordance with sub-
section {a) of this section, but omitting the requirement of para-
graph {§) thereof. Such report shall be filed with the minutes of
the annual meeling of the board or of such ather hody,

SECTION 81, ANNUAL QGEPORTY OF DOMESTIC
AND FOREICN CORPORATIONS

Each demestic corporation. and eacn fareign corpora
tinn authorized ‘o conduct af¥faivs i this Stare, shali £
within the thne prosceibed by this Act, o annoal repart
seiting forth:

e,

{a) The nane of the corporation and the state or coun-
trv under the laws of which it is ncorporated.

(1Y) The adsdress of the repistered office of the carpora-
tion in this State, and the same of *t= vegristersd apeat in
this State at such address, and, in the case of a {nreign

eornoration, the addrese of its principai office in the state
or country under the laws of which {1 is facorperated.



(¢} A brief statement of the character of the affairs
which the corporation is actually conducting, or, in the
case of a foreign corporation, which the corporation is
actually conducting in this State.

(d) The names and respective addresses of the direc-
tors and officers of the corporation.

Such annual report shall he made on forms prescribed
and furnished by the Secretary of State, and the informa-
tion therein contained shall be given as of the date of the
execution of the report. It shall be executed by the cor-
poration by its president, a vice president, secretary, an
assistant secretary, or treasurer, or, if the corporation is
in the hands of a receiver or trustee, it shall be executed
on behalf of the corporation by such receiver or trustee.

- e wme s

§ 952, Required provieions

SOURCE: B
Derived from N.Y. Not-for-Profit Corporation Law § 519(a)*;
ABA~ALI Model Non~Profit Corporation Act § 81i*

§ 5i9. Annpual report of directors

ta} The hoard shall preseul at the annuel meeting of members a
report, verihied by the president and treasurer or by a majority of the
niveetors, e rertificd by wn independent publie or certified public
arepuntnnt of a firin of sueh gerountants selectsd by the board, showing
i, appeopriate detast the following:

(1) The assets and liabilities, including the trust funds,
of the corporation as of the end of a twelve month fiscal
period terminating not more than «ix months prior to said
meeting.

{21 The principal changes in assets and liabitities, includ-
ing trust funds, during the yvear immediately preceding the
date of ithe report.

(3) The revenue or receipts of the corporalion, lioth unre-
stricted and restricted to partieular purposes, fur the year
immediately preceding the date of the report.

(4} The expenses or dishiursements of the corpuration, for
hoth general and reslricted purposes, during the year im-
mediately preceding the date of the report.

{5} The number of metbers of tic corporation as of the
l date of the report, together with a statement of increase or

deerease in such number during the vear immediately pre-
ceding the date of the report, and a statement of the place
where the names and places of residence of the current
members may be found.



SECTION B, ANNGAYL BLJOLT OF DOMESTIC
AND FGREIGN COPBPORATIONS

Ench dorestic corporaiion, and eaciy foreign corpora
fion authorized to condact affairs in this Stare, shall file,
withm the time proseribed by this Act, an anmnl report
seiting forth:

o

-4 Lyl - v 5 b i

3 {a} The name of tie corsortion and the state or coun-
. trv under the Tuws of which it is incorporated.

i (1} The address of the registered office of the crrpora-
L tion in this State, and the name of 1ts registered apent in

L this State at such address, and. in the case of a foreign
:  conrporation, the address of its principad office in the stafe
4 - . . .

i or country under the laws of which it is incornorated.

(¢} A brief statement of the character of the afiairs
which the corporation is actually conducting, or, i the
case of a foreign corporation, which the corporation is
actually conducting in this State.

(d) The names . and respective addresses of the direc-
tors and officers of the corporation.

L"""""'«Suc:h annual report shall be made on forms prescribed
and furnished by the Secretary of State, and the informa-
tion therein contained shall be given as of the date of the
execution of the report. It shall be executed by the cor-
poration by its president, a vice president, secretary, un
assistant Secretary, or treasurer, or, if the corporation 1s
in the hands of a receiver or frustee. it shall be executed
on behalf of the corporation by such recciver or trustee,

COMPARABLE PROVISIONS:
Corp. Code §§ 3007, 3008 (business corporation)*; Pa. Corporation
Not-for-profit Code § 7535

§ 3007. Contents of anmual report; financial statements re-
guired. The annual report shall include the following financial state-

ments:

{a} A balance sheet as of such closing date.

(b} 4 statement of income or profit and loss for the year ended
on such closing date.

Such financial statements shall be prepared from the books and
shall be in accordance therewith and shall be certificd by the presi-
dent, secietary, treasurer, or a public accountant. They shall be
prepared in a form sanctioned by sound accounting practice for the
particuiar kind of business carried on by the corporatiofn



o & e I . - . - : %
3 3038, Basree she ey stnlequy peuivea. The palence shret
or comuments accompanying it shall set forth ali of the following:

{a) The bascs cmdoved in siating the valuation of the assets and
any changes in such bases during the preceding year.

(b} The amouni of 1 . surplhis, the sources theresof, and any
changes theeein ducing tha pasi vear,

(e} The namoer of shares of ceelt class of stock autiorized and
outstanding and 1he rumber 00 saares 1 any, carried as {reasury
shares, the cost thereot, and the source from whieht such cost was
paid,

(d} The cmounts, if any, of loans or advances to o from officors,
sharehiolders, and empioyaes,

§ 953. Duty to preserve the sanval reporct

SOURCE:
Hew

COMPARABLE PROVISIONS: |
N.Y. Not-for-Profit Corporation Law § ‘:19(1:)*- Pa. Corporation

Not-for-profit Code § 7555(h)

§ 519. Annval report of directors
Fasl * K K K

b The snnunl report af direetors shall be filed with the records of
the corporation ard either o copy or an kbstract thereof entered in the
rminmates of the praseedings of the wnunal meeting of members.

§ 654, Providing coples of annual report on request

SOURCE:
New

COMPARARLE PROVISIONS:
Corp. Code § 3006 {(businese corporntion)®; N.Y. Not~for-Profit
Corporation Law § 621 (e)*

§ 3006. Annyat report; lime of sending te shareholders. The
board of directors of every stock corporation shall cause an annual
report to be sent io the shareholders not later than 120 days after
the close of the fiscal or cwlendar year, unless the by-laws expressly
dispense with such report,



§ 955.

§ 956.

§ 221, ;orignt of luspection; prime

* ¥ *

‘ el o zuy pesson who shall have
been & miember of record for at tzant six months immediataly
areceding his roguest, or of any ersan helding, or thereunto au-
thovized in writing u} the hoiders of, at least five pereent of
any class of the sulsanimg eopid cer tificates, the corporation
shall give or ruail o0 0 ok member an annuﬂ.f balanes sheei snd
Profit and loss statement or @ Sinancin! statzment ;,erforrnmg &
similar function {or tha ,ﬂuwumg firewd yewr, and, i any interim
baiunce sheel o1 [-v2711 anc luss o sirailar f‘nzknum sitatement has
heenn distribated 1o ifs membars or otherwise miade cvailable to
the yublic, the post secont sbes fnserim be ahes shest or profit
amd just e simdlar Tinencial slaiement. The cormmticn shall
be aliowed a reasonaiie time to prepare such annual balanre
sheet and profit and Juss or similar finaneial statement.

Action to compel compliance; attorney's fees

SQURCE:
New

COMPARABLE TROVISIONS:
N.Y. Not-for-Profit Corporation Law ¢ 321i%: ABA~ALI Model
Non-Profit Corporaticn Act § B3

§ B21. Lizailly for fallure o Jiseloro required information
Faflure of the covnorsiion to comnly 0 good faith with ﬂ’%t
noticn or diselosure or repartivgy provisiens of zection 501 (Sloe
and shares ,nrm“lbmh ; ruembership cerdfic: tea authorized), or
paragravi. (e of sedoon 303 1Cauits! certifiestos), or paragraph
(e} of section 50O (Subvendion cortificates), or paregraph {c) of
gaciior Bi3 {Admindetvation of ~ssets recaivad for specific pur-
posen ), or szebion 3I8 [lepo:ts € compiroller), or section HI9
{ Annual report of diveelars), oo zoticn 520 {Reports of corpore-
tiond, shall make ‘he ecorporalion isbl: for any damage sus-

iy

tainsd by anr perscs i tonseron oo thorall

Criminal pemalty for fravdulent anrual report

SOURCE:
Derived from Corp. Code § 3019 (busiuzse corpovation)®

§ 3019,  raise repous or gtatearcat; refusal be keep boodt or post
potice; criminn! pemalfy. DSvery director, officer, or agent of any
cornoration, doinestic oy form"n, in gudity of o Iu_“.an:; Wi [tnowingly
comeurs in making, puablishing, or posting either gencrally or privately
toy ithe mockhaﬂcem s other persons, any wuft«.n repori, exhibit, or

I



statemont of iks affairs op pecuniary condition, or book or notice con-
teiming ay material stateiont which s false, or any unicue or wiil-
Tuliy or fracdulently exaggerated report, prosnecius, account, state-
ment of operations, values, bhusiness, profits, experditures, or pros-
pects, or any cother paper or document intended to produce or give,
ar having a tendency w produce or give, the shares of stock in such
corporation a greater vahiv or a less apparent ar market value than
they really possess, or refuses fo male any hook or pest any netice
’ reguired by law, in the nwanner required by law,

-
COMPARABLE PROVISIONS:
ABA-ALI Model Hon-FProfit Corporation fcot § 6%

SECTION 86, PENALTIES IMPOSEDR UPON
DIRECTORS AND OFFICERS

Each director and officer of a cotporation, domestic or
*fareign, who fails or refuses within the time prescribed by
this Act or answer truthfullv and fully interrogatories pro-
pounded to hisn by the Secretary of State in accordance
with the provisinns of this Act, ot who signs any articles,
statement, report, application or ather document filed with
the Secretary of State which is known to such officer or
directer to be false in any material respect, shall be deemed
to be gutilty of a misdemeanor, and upon conviction thereof
may be fined in any amount not exceeding five hundred
dollars.

Article 3. Statement of Identification of Corporate O0ffices and Officers;

g Ah opn KB U Y iOh

975.
976.
977.
978.
979.
980.
981.
982.

Desigoation of Agent for Service

Statement of identification of corporate officea and officers required
Required proviaions

Deslgnation of an agent for service of process

Filing of statement

Amended statement

Supplemental sgtatements

Public's right to information

Effect of article as constituting notice

SOURCE:
Perived from Corp. Code § 3301 {business and nonprofit corpora-
tiona)*

F 4301, Every dowmestie corporaiion organized on or after
Junuary 1, 1971 shall within M davs after the filing of its
artieles of incorporation with the Secretary of State, apd cvery
domestic corporation heretofors or hereafter organized {other
than a eorporation which has already file?l sueh o statement
duritg the preceding three calendar months aod there i8 no
change in the information therein? shall during the period
commencing on April 1st and ending on June 30th in each
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principsl office or the stated address of & nutural persen whom
it has destgnated ag sach agent or the city. tewn or wvillage
wherein it mey be served by debivery of a copy 8f any process
to a corporate ageni, & domestic corporation shall forthwith
e with the Secretary' of State a statement: of sush new loca-
tion or address or such new ecity, town or-vitlage; which state-
ment shall also inelude the names and addrem’s of the then
officers, the names and dddresses of whom are required zhove
to be stuted.

A corporation-may &L any time file a hew statement wherein
& new agent for service of procesy e designated or a prior
designation of agent i3 rxpressiy revoked without desipnating
a new agent, and eneh filing shell be deemed to revoke anv
prior designuiion of apent,

Brelivery by hand of a copy of any precess against the eor-
poration (a% to any patweal person desipnated by it as apent,
or {b}. if the corporation has dezignated a vorporate asent, at
the office of suen eovporate wuent in the vity, town or village
namted in the stztement. filed by the corporation pursnant to
thie seetion to any persen at sneh ofice named in the eertifi.
cate of such ecorporate mgent fled pursuant to Seetion 33015
or 6403.5, if such eertuicate has not been superseded, or other-
wise to uny person ui such offics named in the last certificate
filed pursuant i Section 33015 or €403.€. shal]l constitute
valid servies on the corporatinn,

RN The Secretary of State shail establish by reeulation a fee to

be charged and collected for filing a statement of the nzmes
and addressen of offfeers and the lxeation and address of the
priveipal siliee of the werporation us provided in this section.
The ﬁ-mg fea shall approximate the esiimated cost of such
filing, aud i any event shall not excied thiree dollars ($3) for
each fling. For filing & combined statement of the names and
addresses of o dcers, the location and address of the principal
office and a desipnation of agent for service of process, the
Heeretary of Staie shall charg: and colleet o Aling fee of five
dcllars {Sa:r}. The information diad by a corporation pursaant
to this section shall be mede av rifable to the public ypon re-
quest. For farnisling a copy of any zuch sistement, the Becre-
tery of [uute shall r'h&rgﬁ and rciloot o Fer of one dollar {313,
This seetion ghall not be construsd to place eny person dealing
with sueh corporation on notiee of, ¢ on duty or obligatior: to
inguire ahout ihe eosience o con LLS’f of any such statement.

.




In the case of & nonprofit corporation, the statement shall be
filedt every time there 38 any change of officers and every fifth
year in accordaner with regulations of the Secretary of State
rather than each yesr. However. & nonprofit corporatipn may
file & stutement more frequently than every fifth year. The
statement of a nonprofit corporation shall be flled without fee.

For the purpose of this section, o *“nonprofit sorporation'” ia
8 Comestie covparation orgunized or ezisting pursuent to Part
1 {commeneing with Section 3000}, Part 2 (commencing with
Section 100005, Part § {eommencing with Seetion 10200}, or
Part ¢4 (commencing with Seetion 10400} of Division 2 of Title
Y of the Corporations Code, vr organized or existing without
nuthority to issue shares of stock pursaant to Division 21 {com-
meneing with Section 29001) of the Education Code.

i

COMPARABLE PROVISIONS: .
ABA-ALI Model Non-Profit Corporation Act' § 81l%

SECTION 81. ANNUAL REPORT OF DOMESTIC
- AND -FOREIGN CORPORATIONS

Each domestic corporation, and each foreign corpora
tion authorized to conduct affairs in this State, shali file,
within the time prescribed by this Act, an annual report
seiting f{orth:

(a) The name of the corporation and the state or coun-
trv under the laws of whiclh it is incorporated.

(1} The address of the registered office of the corpora-
tinn in this State, and the name of its registered agent in
this State at such address, and, in the case of a foreign
corporation, the address of i1s principal office in the state
or country under the laws of which 1t 18 incorporated.

{c) A brief statement of the character of the affairs
which the corporation is actually conducting, or, in the
case of a foreign corporatinn, which the corporation is
actually conducting in this State.

(d} The names and respective addresses of the direc-
tors and officers of the corporation.

Such annual report shall he made on forms prescribed
and furnished by the Secretary of State, and the mforma-
tiem therein contained shall be given as of the date of the
execution of the report. Tt shall be executed by the cor-
poration by its president, a vice president, secretary. .n
assistant secretary, or treasurer, or, if the corporation is
in the hands of a receiver or trustee, it shall be executed
on behalf of the corporation by such receiver or trustee.

T



§ 983, Disposal of superseded acatements
P P

SQURCE:
Derived from Corp. Code § 3301.3 (Dbusiness and nonprofit corpora-
tions}*

§ 33013 Dilsposal of superseded statements

T Bevretary of Babe any destroy or otherwise divhise af any statement flhad
pUFrsUanE o Moction 3305 aftey it bas been superseded by the [ling of 4 new state-
hierit,

§ 984. Default; suspension for failure to file; notice

SOURCE:
Derived from Corp. Code § 3301.1 {business and nomprofit corpora-
tions)%

r 3301.1. Any corporation which shell fail to make the
initial fling required by Seetion 3301 of a corporation
" organized on and after January 1, 1971, or any corpors-
tion which shall fail to make the annual fl]ing required
by such section to be made during the period commencing
on April 1st and ending on June 30th in each year,
shall be deemed in default and, exeept for the purpose of
amending the articles of incorporation to set forth a new name,
the corporate powers, rights and privileges of such ecrpora-
tion shall, gs soon aa practicable, be suspendsd by the Secre-
tary of State and thereupon the Seeretary of State shall notify
the corporation and the Franchise Tax Board of such suspen-
ston. 1 the only address disclosed by the records of the Secre-
tary of State for the corporation’s principal offiee is the county
in which the office i3 loeated, then such notice of the suspension
of the corporatinn’s powers shall be sent to the county seat
i addressed to the corporation in care of the county clerk, whe
ghall promiptly send it to the corporation at ite address in the
eounty, if known to him, or if unknown, he sghall cause the
notice to be posted at the eovrthouse of the ecounty for 30 days.
The suspension of the corporate powers, rights and privi-
teges shall be offective upen the transmittal to the Franchise
Tax Board of nniification of the suspension and has the same
effest a5 m suspenston for nonpayment of franchise taxes pur-
. guant to Sectisn 23300 of the Revenue and Taxation Code,

§ 985. Relief from default and suspension

SOURCE:
Derived from Corp. Code § 3301.2 (business and nonprofit corpora-

tions)*
e
§ 3304.2 ReHef Irom defzauit and suspension

Any defunlling corporation swhich has saffered the suspeasion provided for
i section LT amt whese creporate powers are oot @lso atherwise suspended
may be relweveld therofrom upon waklng an application therefor to tho Scerstary
of #rate op a farm preseribed by b, jouxking the filing required Ty Section 33041,
and making payment of the requinesd Tilime for,  Application for such rolicf may
! hit mabr by any sharcholder or erobitor of the eorperdion or by g majority of the
4 survhving dircetors o trastees of the corporatton; providied, however, that if the
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to niskead fhe publle or iy the same oy, or rescihivs so elosely as o tond to doe-
vebvie, the name of ¢ forcipn or doneestic corporations which 15 satimrized to (1ans-
act business In thie state or a name which 1s under reservation, the Secretary of
State shall pot relicve the corparation of «uch sespension antil the eotporation flies
in bis office a certificete of armendiment changing the corperite name,  ‘The Seere-
tary of State shall prosnptly potify the corporation and {he Franchise Tax [oard
aof such reliel from the suspension of The corporate powoers pursuant to Sectloo
33011, but sych reltef shall not revive any corpurate powers ther suspended pursi-
ant to any other provision of lasw,

, name of the corporation whicl: has suffered sach sospensing is one which bs likely

L~

§ 986, Prior compliance with Corporations Code provisions

SOURCE:
Hew

CHAPTER 6. CORPORATE FINANCE
Article 1. General Provisions
§ 1000, Stock prohibited

SOURCE: o o
Derived from N.Y. Rot-for-Profit Corporation Law § 501%

r/§ 501. Stock and shares prohibited; membership certificates
anthorized

A corporation shall not have stock or shares or certificates for
stock or for shares, but may issue non-transferable membership
certificates or cards to evidence membership, whether or not
connected with any financial contribution to the corporation, as
provided in section 601 (Members). The fact that the corpora-
tion is a not-for-profit corporation, and that the membership
certificate or card is non-transferable shall be noted conspicu-
ously on the face or back of each such certificate or card.

oo

COMPARABLE PROVISIONS:
Pa., Corporation MNot-for-profit Code § 7752%; ABA-ALI Model Non-
Profit Corporation Act § 26

§ 7752 Organization on a stock share basis

(a} General rule—A nonprofit corporation may lx organized
upon either a nonstock basis or upon a stock share hasis, as sct [urth
in its articles.

{b) Form of certificates.—The shares of nonproiit corporutions
organized upon a stock share basis shall be of such denominations as
the byiaws shall provide and shall be represented by share certifi-
cates. The fact that the corporation is a nonprofit corperation shall
be ioted conspicuously on the face of each certificate.

(¢) Rights of gharcholders.—Unless otherwise provided in a by-
law adopted by the members, each share shall entitle the holder
thercof to one vote. No dividends shall be directly or indirectly
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paid on any such shacos, nov shall the siaeholders be entitled to
any portion of the earnings of such ¢orporation derived through
mcrement of valus upan s vroperty, or otherwise incidentally
made. unti! the dissolution of any such corporation.

{d} Transierabiiity of ghares.—iTnle.s atherwise provided in the
brvinws, such shares vhali wor be transiersble by operation of law

Qv athorwise,

() Power to cancel shavss- A roaprofiv cocporstion shall have
porvar to exclude from fu:ther memhershin any shareholder who
faiis to comply with the reusimaile and {awiul bylaws of the cor-
poration, and may cance the share: of any such offending member
without lizhiiity for an accounting:, except &5 may be provided in the
hylaws.

{{} Applicability of the Uniform Commercial Code—The provi-
sions of the Uniforia Commersial Code shafl not apply in any man-
ner to the shares of a nonprofit corporation.-

§ 1001. Capital contributions- -- - - SRR

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 502*%; Pa. Corpora-
tion Not-for-profit Code § 7541

P § 502. Members' capital contribations

{s) The certifirate of incorporation may provide that members, U
or subsequent to admission, shall make cfpitl! eontributions in ﬁ
amount specified therein. The requirement of a capital esontribution
may zpply to all members, or to the members of a siugle olass, or to
mewhers of different classes in different amounts or proportions.

{bY A member's capital eontribution shall consist of meoney or
sther properiy, tan:ible or inlangible, or 1abor or services actu-
ally received by or performed fur the corporation or for its bene-
Ot orin its formation or reorganization, or A combination there-
«f. In the ubsenee of fraud .n the transaetion, the judgment of
<he bonrd ps to the value of the consideration received by the cor-
soiation shail be conclusive.

i) Neither ohligmtions of the member for fulure payments
qor Telure services shall constitute pavinent or part payment of
a4 mrernber's capital contribution,

(d) A miomber’s capitai contribution shall be evidenced by a
capital eertiticate which shah be nur-transferable, except that
tne cerlificate of itneovporation of & Type A corporation may

provide that its capital certifivates, or some of them, may be
transferable to other memhbers with the consent of the corpura-
tion upon specified terms and conditions,

fe) A member's capital contribution shall not be repaid or re-

deemed by the corporation except upon dissolution of the corporu-
tion or upon redemption of the capital eertificate as provided

1)



in this chapter. A sevpasaiion ciuy provide in s certificate of
inecrporation that its capltll ceriificates, or some of them, shaii
be redeemable, in whole or in past. at the option of the corpora-
tion only, at such price or prices (not to exceed the amount of
the capital contribuiion), within such period or periods, and on
suck werms and <enditions, not inconsistent with this ¢! hapter, as
are stated in the certifieate af inecrporation.

Soemy sy,

§ 1002. Subventions

SCURCE:

Derived fronm 4.Y. Not-foe-Profit Corporztion Law § 504%; Pa, Corpora-
tion th-for_rrofit Code § 7542

?§ § 504.  Subventions

(a) The certificate of incorporation may provide that the
corporation shall be authorized by resolution of the board to ac-
cept subventions from members or nen-members cn terms and
conditions not inconsistent with this chapter, and to issue certif-
icates therefor, Subvention certificdtes shall be nontransierable
untess ‘such resolution provides that they shall be transferable,
either at will or subject to specified restrictions.

(b)Y A subvention shall consist of money or othier property,
tangible or intangille, actually received by the corporation or
expended for its henefit or for its formation or reorganization,
or a combination thereof. In the absence of fraud in the trans-
action, the judgment of the board as to the value of the consid-
eration received by the corporation shall be conclusive.

(¢) The rights of holders of subvention certificates shall at all
times be subordingte to the rights of creditors of the corporation.

{d) The resolution of the board may provide that holders of
subvention certificates shall be entitled to a fixed or contingent
periodic payment out of the corporate assets equal to a per-
centage of the original amount or value of the subvention, but
stich payment shall not exceed two-thirds of the maximum inter-
eat rate authorized pursuant to section 5-501 of the peneral ob-
ligations law,

{e} The resolution of the board may provide that a subvention
shall be vedeemable, in whole or in part, at the option of the
corporation at such price or prices {(not to exceed the original
amount or value of the subvention plus any periodic payments
due or azeruec thereon), within such period or periods, and on
such terms and conditions, not inconsistent with thiz chapter, as
are stated in the resolution.

i (f) The resclution of the Hoard may provide that holdera of
! all or some subvention certificates shall have the right to require
the corporation after a specified period of fime to redeem such
certifieates, 1o whole or in part, at z price or prices that do not
exceed the original amcunt or value of the subvention plus any
periodic payments dao or accrued thereon, upen an affirmative
showing that the financia! condition of the corporation will per-
mit the required payment to he made without impairment of its




§ 1003.

onetAkianE o hijury o i Loty it riph. Te roquire re-
demption may ir addilion oe =:\mrm.c;‘m upon the accurrence of
a uspecified nvent. For the purnose o enforeing their rights un-
der this Pd?&éﬁ”ﬁp:l naidars of subvention certificales shall be
entitled fo inspect the bnoks and vecorids of the corporation,

(g} Hnldeh of spbvention certificates, upoa dissoiution of the
eosporation, shall be «rtitted, ufter the claims of ereditors heve
been satisfied, te » repaymment of the original amount or value of
the subvention hlus any pesfedic payments due or accrued there-
on, unlugs o lesaer suni 1y spevified fu the certificate or incorpora-
tian or the rasciution of ihe hotxd soncerning such subvention.

-

Subvention certificsces

SOURCE :
Derived from N.Y. Wot-fur-Profit Corporation Law § 505%

Ty e

s 505.

Subvention ceviificates
(a) Each subvention certificate shall be signed by the chair-
man or a vite-chalrman of the board or die president or a viee-
president and the secretary or an ussistant secretary or the
treasarer or an assistant treasurer of the corporation, and may
be sealed with the seal of the corporation or a facsimile therect,
The signatures of the officers upun a certificate moy be faesim-
iles if the certificate is countcrsigned by a transfer avent or reg-
istered by s registrir other than the corparsdion itsell or its
employees. TIn casa any off1cer who has signed or whose farsimiie
signature has heen placed upon a certificate shall have ceased to
be such officer before sucn certificate is [ssued, it may be issued
by the corporation with the sanie offect as if he were such officer
at the date of is=uo,
{h} Bach subvention corificate snall when issued state Upon
the face thereof:
{1} That the corporation is = Twype ... ... corporation
onder section 113 or section 402 of the New Yotk Not-for-
Profit Corporation Law,

{2} The name of the person or persons to whom issued.

(37 The amount of the »riwention evidenced by such cer-
tificate,

{4} The gmount of the periodic payinent thereon, if any,
authorized by the resolution of the hoard.

(6) If appropriate, that the cerlificate i redeemable and
s summsary of the conditions for rademption at the optlion of
the corvoration or ¢f the holder.,

{6) If aprropriate, tha® the certificate is transferalle,
either at will or subjec’ to specifind restrictions.

{2} The fact that the corporation is a not-for-profit corpora-
tion and, where appropreiate, that the ceriificate is transferable
at will or subject to restriciions, shull be noted conspicuously on
the face or baek of each sueh certificate,

—
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COMPARABLE PROVISIONS:
Pa. Corporation Net-Zer-prcflr Codo 5 7514

§ 1004. Bonds; rights of bondnoldars

SOURCE :
Derived from N.Y. Not-for-Profiu Corporacion Law § S506%

§ 506. Bonds and security imicresis

{8) No corperation shall issue bonds except for money or
other property, tangible or intungibie, or labor or services actu-
ally received by or performed for the corporation or for its ben-
efit or in its formation or reorganization, or a combination
thereof. In the absence of fraud in the transaction, the judg-
ment of the board as to the value of the consideration received by
' the corporation shall be conclusive.

(b)"A corporstkon m&y pay ressonable interest on its honds, may is
st its bonds gt a reasonable disecunt snd ey pay a reasonnble pre-
niam tor 1he redemption thereof prior to wmaturity, but the holdera ol
its bonds shall not be entitled at sny time to receive any part of the
tneome or profit of the eorporation uor ab maturity te reccive more than
the principal sum thereotf phus interest due and acérued thercon. In the
absenee of freud in the transaction, the judguient vt the hoard as to the
reasonableness of sny such interest, discount or prentnm <hall be cotb:-
elusive. However, with respect to bonds not a part of a publie offering,
notwithstanding the terins of the instrument, o member of o COIPOFa-
tion shall be entitled te receive, directly or indireetly, as o holder or
beneficiary of such bond, prior to matunty or redemydion, more than
simple interest thereon at a rate egrat to the higher ot (1) the maximumn
interest authorized pursnant in seetion 5-H01 of the general obligations
law or (2) one percent over the prime rate of interest penevally
: _prevailing on the interest due date in the Federal Reserve District of
5 New York, nor at matnrity or redemption, move thun the prineipal sara
thereef plus any interest, not exeeeding the munimum interest herein
s specified, due ard weerned thereon,

{¢} A corporation may, in itz eertificale of ireorperation or by-laws,
confer upon the holders of any bonds issued or to be issued by the
corporation, rights to inspect the corporate hooks and records and,
upon fefanlt of intercst or principal, *o vote in the eleetion of diree-
tors, The certifirate of ineorporation or the by-laws may apportion
the nwnher of votoz that may he east with respeet to hends on the
hasis of the ameunt of bonds held.

(8) The board may suthorizs any nortgage or pledge of, or the crea-
tion ef B securtty nterest ir, all or any part of the ecorporation's per-
sonal property, or any interest thercin. Unless the certificate of in-
corperation provides otherwise, no vote o¢ consent of the members shali
be required to approve such action by the board,

COMPARABLE PROVISIONS:
Corp. Code §§ 306%, 1109 (business corporation); Pa, Corporation
Rot~-for-profit Code § 7543

§ 306. Powers nud rights of hondholders; diminishing powers
or rights by amendraent to articles. The articles may confer upon
the holders of any bonds, debentures, or other obligations issued or to
be Issued by the coiporation, whether secured by mortgage or other-
wise, or unsecured, any cne or more of the following powers and
rights:

‘ (a) The power {0 vote on the election of directors, or on other
matters speciied in the ariicles.
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§ 1005,

(i The rigbt of Laspecioen of pooks of secount, minutes, end

other corporate vacmds,

{c; A oiher vighis o information eoncerning the fAnrancial

condition. of the cucporation whish its shareholders have or may
have, -

Notwithstanding anything ic the contrary now or hereafter elses

where contained in the Geaeral Corporaton Law, any such power or
rights so conferred shali not be diminished, as to bonds, debentures
or other obligations then otistanding, except by an amendment 01:
the articles approved by the vote or writien consent of the holderg
of a majority in principal amount thereof or such larger percentage
as may be specified in the articles. :

Income from corporate activities

SQURCE:

Derived from N.Y,. NWot—-for-Profit Corporation Law § 508%

§ 508. ' mcome trom corporate activities

A corporation whose lawful activities invelve amung other
things the charging of Yeea or prices for its services or products
shall have the right to receive such inecome and, in so doiny, may
mike an incidental profit,  All such incidental profits ghal! be
applied 2 the maintenance, expansion or operatior of the lawiual
artivities of the eorporation, ard i no case shall be divided or
distributed in any manner whatsoever tmone the mendoers, divec-
tors, or of ficers of the corporation,

COMPARARLE PROVISICHS:
Corp. Code § 9200 (nonprnii: corporatien)+; Pa. Corporation

Not-for-profit Cnde § 7346

§ 9200C. zawfil purpose writhout distribution of gains, profits, or
dividends; Incidemtal business fer prefif, A nonprofit corporation
may be formed by three or more persons for any lawful purposes
which do not contemplate e distrivution of gains, profits, or divi-
dends to the members thercol and for which individuals lawfully may
associate thomselves, such as religious, charitable, social, educational,
or cemetery rurposes, or for rendering sexvices, subject to laws and
regulations applicuble to particular classes of nonprofit corporations
or lines of activity, Carrying on business at a profit ag an incident
to the main parposes of the corporation and the distribution of as-
sets to members on dissolution are not forbidden to nonprofit corpo-
rations, but no corporatior formed or existing under this part shall
distribute any gains, profits, or dividends to any of its members as
such except upon dissolution or winding up.

w10



§ 1006. Dividends Frohibiied; erco'nu diuvciibucions allowved
SOURCE:

Derived from N.Y. Hot-for-Prafis Carpovation Law § 515; Pa, Corpora~
tlon Not-for-profic Code 3 7553%
Lo d b - - - - - *

§ 75563, Dividends prohibited; ccunpensatdon and cerfain

parments anthorkon
(a} Gereral rele 7 nonprofiy wavparation shall not pay ivi-
dends or distritute any patt of ifs income or profits to its members,
dirertars, ur officors,

(b} Reasonable contpensation for sacvices,——A nonprofit corpora-
tion may pay compensation in a reasonable amount o members,
direciors, ur officess for services sondered.

(¢c) Certain payments autherized.—— A nonyrofit corporation may
confer benefits upon members or nosmembers in conformity with
it$ purposes, may repay capital cantributions, and may redeem its
subventicn certificates or evidences of indelitedness, as avthorized
by this article, except when ihe corporation is currently insolvent
or would thereby be made insolvent or rerndered unable to carry on
its corporate-purposes; or when the fair value of the assets of the
corporation remaining after such conferring of benefits, payment or
redemption would be insufficient to mest its labilities. A rnonprofit
corporation may make distribuiions of cash or property to members
upen dissolution or final liquidation 2s permitted by this article,

S

COMPARABLE PROVISIONS: )
ABA-ALI Model Non-?refit Sorpo-ation et O

-
4 0

Article 2. Trust Property
§ 110L. Property deemed nald lu trvet

SOURCE:

Derived from Corp. Code § LUZGHE {zhzritalle eorporation) and
codifies In re Log fnoe=loc County Plouser Societv, 40 Cal,2d 852,
257 P.2d T (1953), cert. denied, 346 U.S. 336 (1953), rehearing

o ot

denled, 346 U3, 922 (1953).

COMPARABLE PROVISIONS;
N.¥. Not-for-Proiit Corroraticr Loy § 513%; Pa. Corporation Not-
for-profit Code § 542

§ 513, sdaintirain o ssseis reecived for specific puar-
T

{a) & corporation wiiel iy, ¢r would be if formed under this
chapter, elasuified ar o Typo B corporation shall hold full owner-
ship rights in any asseis cousisting of fuuds or other real or
persorai property of any lkind, that may bu given, granted, be-
queathed or devized to or otherise vested in such ecorporation
in frust for, cr witli 2 direction te apnly the rama to, any purpose
specitied in ite serlificate of incocmoration, and shall not be
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deemed a trustee of ar exoress brust of such assets. Any other
corporation subject to this chapler may similarly hold assets so
Teceived, unless viterwise piovided by law or in the certificate of
incorporation.

(b) Unless otherwise specificalir directed in the instrument
by which such asseis are vested in the corporation, the board shall
be authorized to invest the seme or *he proceeds thereof, separate-
ly or together with other sssels of the corporation, in such in-
vestments a3 the board may in its discretion deem advisable, and
to retain any invesiment heretofore so made. The board may
also keep such investments or fractional interests in such invest-

menis, held by it or made Ly it, in the nama of the corporation or
in the name of a nominee of the corporation.

{c} Except as may be otherwise permitted under article eight
of the estates, powers and trusts iaw,' the board shall apply all
essets thus received to the purpceses specified in the instrument
by which such assets were vested in the corporation and fo the
payment of the reazsonable and proper expenses of administra-
tiont of such assets. The board shall cause accurate accounts
to be kept of such assets separate and apart from the accounts
of other gsuets of the corporation. Unlos# the terms of the par-
ticular trust instrument by which such assets were vested in the
corporation provide otherwise, the treasurer shall make an an-
nual report to the members (if there he members) or to the
board (if there be no members} concerning the assets held un-
der this section and the use made of such assets and of the in-
come thereof.

{d) For the purpose ¢f this section and of any direction with
respect to principal or income in the certificate of incorperation
or in the instrument by which such sssets were vested in the
corporation, and except as cotherwise specifically provided in
such eertificate of incorposration or instrament with respect to
the allocation of realized appreeiation, the income from such
aszets mav include so much af the realized appreciation of prin-
cipal as the beoard may deem yprudent, provided that the amount
or fair value of the principal of such assets as of the end of the
fiseal year in which appreciation so allocated to income was
realized, after giving effect to such allocation, shall be not less
than the amount or fair value of such assets at the time they
were originally received by the corporation. The fair value
of such asszets may be delermined in such manner as the board
<hill deem approprinte.

ie) This seetion shall apply to assets hereafter received as provided
in paragraph (s} snd to nssets heretofore so received and held at the

tinie when this chapler takes effeet; cxeept that, with reepect to nssets
held at the time when this ehapter tskes effect, if the corporation has
thevetofore treated realized apprecistion ss prineipal, the smount of

such past realized appreciation that may ihereafter be transferred to in-
eome In Any one yeer shall not exceed twenty per cent of the total.
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§ 1102. Indefinite purposen

SQURCE:
Corp. Code § 10206(b) {charitable corporation) (same in substance ag

part)

§ 1020G. Powars of corporation
3 # 'S -+ *

{b) To receive, Lwold, manage, administer, and expend property
ard funds epon the general charitable and elcemesynary trust that
the property and funds, either as lo prineipal or income or both, shall
be applied to the assistance and support of such charitable or cles-
masynary institulions or objects, at such times, and 1o such sxtent as
the corporation may n s judement desmn most conducive io (he

F public welfare. Mo begiiest, devise, wift, or transfer of property or
{ funds to such a corporation {or a charitable sseleeisesynaise purpose
is invalid because of indefiniteness or uncertainty as to the purposcs
or the beneficiaries thereof, but, to the extent to which such indefi-
niteness or uncertainty exists, it shall be resolved by the corporation
in the manpncr which, in its judgment,.is. most consonant with the
purpose of the donor and most conducive to the pullic welfare.

omay

§ 1103. Duty in managlug trust property

SOURCE:
New

COMPARABLE PROVISIONS:
N.¥Y., Not-for-Profitc Corporction Law §F 312, 513; Pa. Corporation
Not-for-profit Code § 7550

§ 1104, Accumulating income

SQURCE:
Corp. Code § 10207 {chavitahle corporation)(same in s bstance as part)#*

10207. Supervision by stforuey general; institufion of cor-
rective proceedings; aceumulatis . incume.  Each such eorporation
shail be subject at all times 1o examination by the Att{n ney Gonoeral,
on behaif of the State, to ascertain the condition of its affairs and
to what extent, if a4 a!l, it may fail to comply with trusts which it bas
assumed or may depart from the general purpose for which it is
formed. In case of any such failure or departure the Attorney Gen-
eral shall institute, in the name of the State, the procecdings neces-
sary to correct the noncompliance or departure. Ioxcept as speeishy
approved by the Attomey General -sweh a corporation shall not ac-
cumulate income for a period longer than five years.
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COMPARABLE PROVISIONS:

N.Y¥. Not~for-Profit Corporation Law § 513; Pa, Corporation Not-for-
Profit Code § 7550

§ 1105, Apportionment of expernses

SOURCE:

Qorpi*Code § 10208 {charitcbie corporation) (same in substance as
part

=" 10208. ‘Wha-expences Expenses of the corporation may be

gpportiﬁned 6&-%he-§k§%ﬁ#«ﬁeeé§§&ry in & manner which seems
Just and ecuitable sgainst ihe various trust funds and
property hzld by &% the corporation s En-tRe-MaRRer-whish
aeems-ﬁus%-and-equétah%e-ta—%ha—eerperatien; and the meeting
of such zxpenses shall be deemed a charitable or eleemosynary
J purpose,

_-_-

COMPARABLE PROVISIONS: |
Pa. Corporation Not-for-profit Code §- 7550

§ 1106. Transfer of property to an institutional. trustee
SOURCE:
Derived from Pa., Corporation Not-for-profit Code § 7551%

§ 7551. Transfer of trust or other assets to institutional
frastea

(a) General rule.—Any nonprofit corporation holling or receiv-
ing assets under section 73479 of this title (relating to authority to
take and hold trust property) may, by appropriate action of its
board of directors or other body, transfer, which transfer may be
cither revocable or irrevocable, any such asscts to a corporate trus-
tee, which shali be a bank and trust company or a trust company in-
corporated under the iaws of this Commonwealth or a national bank-
ing association having fiduciary powers and having its principal
office in this Commonwealth, as trustee and with like investment re-
strictions, In like manner the corporaton may transfer, which trans-
fer shall be revocable, any other part of its assets to such a corporate
trustee, subject to the same powers, restrictions and obligations
with respect to Investment as are applicable to the corporation itself,

(b) Relief from Liability.— Upon such transfer the board of diree-
r tors or other body of the corporation shall be relieved of all liabikity

for the administration of such assets for as long as such assets are
administered by the corporate trustee.

(c) Amount and frequency of payment.—Such cerporate trustee
shall pay, at least semi-annually or at mere frequent intervals if
so agreed, the net income from such asscts, which may include so

much of the realized appreciation of principal as the board of di-
‘ rectors or other body of the corporation may deem prudest, to the
corporation for use and application to the purpose or purposes for
which the asscts were received by the corporation.
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COMPARABLE PROVISIONS:
Corp. Code § 10204 (charitable corporation)*; N.Y. Not-for-Profit
Corporation Low § 51la%

§ 10204. Manapemeni of investments; flnasce committes; del-
egation to bank or trust company. The articles of incorporation may
prescribe that the matier of controlling, managing, investing, and c'hs-
posing of tite property of the corporation for the purpose of earning
an income therefrom, as distinguished from the matter of applying
property and funds to charitable and eleemosynary purposes, shall be
exclusively in a finance committee consisting of not less than three
moemnbers of the board, designated or appointed in some particular
manner. The matter of controlling, managing, investing, and dispos-
inz of the property of the corporation for the purpose of earning an
income therefrom may be delegated either in whole or in part to one
or more trust companies or banks duly authorized to conduct a trust
or banking business in this State, ‘

§ 514. Tranafer Of corporate property to-a trublee

(1) Auy corporation bolding or receiving assets under section 513
fAdministration et assets received for specifie purposes) may, by
appropriafe acting ol its bosrd, transter any such asseis to a corporate
Fricstees whaeh shill be o bank and trast coupany or a trust company or
Fizi | aiearpornted nnder the Inws of the state of New York or a nationsl
banicng assoviation havieg fidaviary powers and having its principel
e i this state, as trustee and with like investment restriotions.

il1 Upos sieh transter, which may be revocable or irrevocable, the
bosrd o7 L corporation sheld be relieved of all lisbility for the admin-
istration i snek pssets Cor as lone as the latter are ndministered hy the
COLPrREe Trusiess,

{2} Sach corporste trustee shall pay, at least semi-gnnually or at
ware Tregneat indeevals if so agreed, the net ineonte of such nssets,
which nay melude w0 riuch of the realized appreciation of prineipal,
within the Limitations specidisd in parageaphs (4) zad (e} of section
13 with respeet fo assete retained by the corporation, as the rorporate
trslee anay sieens pradent, 1o the earporation for use and application
1o the specilic piipese or purposes for which the assets were received
by the vorporniion.

{b) The certificate of incorporation may provide for the ap-
pointment of individual or corporate trustees for any or all of
the corporate property, Such appointment may be made by an
tnstrument which shall also state the purposes of the corpors-
tion for which such property is to be held, and may confer on
such trustees suck of the powers, duties or obligations of the
direclors in relation ‘o the care, custody or management of
such property as may be deemed appronriste,

t¢) The designation of an individual or corporate trustee for
corporate property shall nol relieve any director of his duty to
the corporation under section 717 (Duty of directors and of-
ficers) to exercise due carw in the selection of the trustee and in
the continuaiion or termination of the trust.
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§ 1107. Private foundazions; releniion af wpw exetipt status; compliance

with federal law

SOURCE: , .
Corp. Code § 9501.1 {ncaprefit corporation) {same,

§ 1108. Court acticn’ tec protect trust property from nisuse

SOURCE:
New

Article 3. Common Trust Funds

§ 1151, Authorization
§ 1152, Powers of directors or Lrustees
§ 1153, Duty to pay semiannual dividends

SOURCE:
Derived from Corp. Code § 10250 (trust funds}#

10250. (a) Any corporation organized under the provisions of or
for the purposes set forth in Part 2 {commiencing with Section 10000)
or Part 3 (commencing with Section 16200} of this division may, if
authorized so to do by its articles of incorporation, establish one or
more ¢ommon trust funds for the purpose of furnishing investments
to such corporation or to any church, parish, congregation, society,
chapel, mission, religions, beneficial, charitable or educational
institution affilisted with il, or to any orgamization, society or
corporation holding funds or property for the benefit of any of the
foregoing, or holding funds for the purpose of supporting a bishop,
priest, religious pastor, or teacher or any building or buildings used
by or owned by any of the foregoing. whether holding such funds or
property as fiduciary or otherwise. Notwithstanding the provisions of
any general or special lav in any wiy limiting the right of any of the
foregoing ov the officers or dircetors thereof, as fiduciary or
otherwise, to invest funds held by therm, it shall be lawful for any of
the foregoing to invest any o ali of their Funds or property in shares
or interests of such comanom trust fuadd or trust funds; provided, that,
in the casc of funds or property nreld as fiduciary, such investment
: is not prohibited by the wording of the will, deed or other instrument
if creating such fiducizry relationship.

] (b} The directors or trustees of any sech commmon trust fund, or
i trust funds, so orpanized, may employ sich offizers or agents as they
think best, define their duties, and fix their compensation. They may
also appaint a trust company or bank as custodian of the trust estate
] and may employ an investment adviser or adwisers, define their
duties, and fix their compensation. Securities which constitute part
or all of the trust estate may be deposited in a securities depository,
as defined in Secticn 30004 of the Financial Code, which is licensed
under Section 200 of the Financial Code or exempted from
licensing thereunder by Section 30005 or 30D06 of the Financial Code,
and such securities may be held by such securities depository in the
manner authorized by Section 775 of the Financial Code.

{¢} The directors or trustees of any such common trust fund, or
trust funds, shall pay ratably umong the holders of shares or
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beneficie] cartifiontec

shall approxnmirel s
frusi, or frusis

st e

td) The prowsons of the Corpocate Seovrities Law shall rot apply
to the crealicn, administration, or termiiabion of common trust
funds created hersunder, nor to participation therein,

COMPARABLE PROVIATONS.
Pa. Corporatlon Not-for—-pref

§ 7E31. Fstablishment or use of ovmmon trust funds su-
thorized
‘a) General ruele —Fvery nony

1
aliii

rofit corporation may establish
et iy ono o oot cortmon frust funds, the asseis of which
shinl be held, Jnvested and reivvested by the corporation itself or by
i corporate trustee tn which the assets have Leen transferred pur-
stant to section 7551 of this title (relating to transfer of trust or
other assets to institutiorzl trustecj. Upon the payment by the
corporate trustee to the nonprofit corporation of the net income
from such asscts, {for use and, application ;qf{hc several participating
interests n sucl common trast fund, the proportionate participa-
tion of ench interest in such naet income shall be designated by the
corporate trustee, The nonprefit corporation may, at any time,
withdraw the whaic or part of any participating interest in such
common trust fund for distribution by it a5 provided in this sub-
chapter.

{b) Limitations in trust instrument,— Nothing contained in this
zection shail be construad fo authorize the corporation to invest
assels of a trust oo fund in any such rommon trust fund contrary to
any spocific Bt : 0o orestriction corthined in the trust instru-
ment, por io hmi ct the auntharity conferred vpon the cor-
poration with rospess toanyestments by any sach trust instrument,

{c) Eifect of gova iaith mistakes- o mistakes made in good
fasth, and in the cuereise of due care and prudence, in conneetion

with the administeation of any such common trust fund, shall be

held to excesd any power grunted fo or violate any duty imposed
upoin the vorporation, if. pramptiv after the discovery of the mistake,
cnuch action as may be practicabic under the

P the nas.ake.

the corpury’

fanges ta e

-~
{ 582 Rewtrictons o Divestmairds

L

1

{a} Legal investrmenis,.-1{ the

TEI NS IT IR ToAN

siragent shall imit or re-
i the «1ass nu-
TMmay Invest
aad rveinvest tiee seeets o0 che trust or fund deoary such comnion

Anend o

Bs ta ivestaients

thotived Dy v as Tepad fnvesimen s,

RN

troet fused moiutnred By che corporation, nrovided the lnvestments

o tnvestments af the ¢lasy -
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(b)Y Other than Jepal fnvestryenis,. -0 e trust instrunent <hall

rob Hudt or resivior the invesiment af s is toomvestments of

ates the corporation

the <lass authorized in
(.'K T

may inve<t on
,
(5

ccompeaed of such
et of the diree-
sier investigation,

caomman tinst funs] man P L the

R ]

[heTd

=i the qued

mvestients s an the honest exe el

i
tors or other Ty of the cus poration they oy,

determine ta be safe and progor insosiments,

§ 7583. Deterinination of interests

A nomprofil corpotation shall savest the agsets of a trust or fund in
z common trust fund autherired by this subhclipter by adding such
assels thereto, and v appertioning o participstion therein to such
ctrust or fund in the proportion that the assets of the trust or fund
added thereto bears to the aggregate value of all the assets of such
common trust fund at the time of such investment, including in such
assets the assets of the trust or fund so added. The withdrawal of a
participation from such common trast fund shall e on a basis of
its proportionate in‘erest in the aggregate value of all the assets of
such common trust fund at the time of such withdrawal. The par-
ticipating interest of any trust or fund in such eommon trust fund
may from time to time be withdrawn, 1n whole or in part, by the
corporation.  LUpen such withdrawals the corporation may make dis-

tributinn in cash, or ratably by kind, or partly in cash and partly in
kind. Farticipations ir such common trust fands shall not be sold
by the corporation to any other corporation or person, but this
sentence shail not preyvent a corporate trustee designated under sec-
tion 7381 of this title {relating to estzblihiment or use of common
trust funds authorized) from iavesting the assets of cuch a commen
trust fund it any collective investment fund established and main-
tained by it in accordance with faw and to which the assets com-
prising such a comunon trust fund are ebigible contributions.

§ 7584. Amortization of premiums on securities held

If a bond or otier obligation for the payment of money is ac-
quired as an investment for any common trust fund at a4 cost in
cxcess of the par or maturity value thereod, the nonprofit corpora-
tion may, during (but rot tevond) the period that such obligation
15 held as an vovestment o such fund, amortize such excess cost out
of the incerme on such obligaticn, by deducting from each payment
of vare and adding to sroncipal an amount equal to the sum ob-
taincd Dy dividing such cxcess cost by the number of periodic pay-
ments of meoms to accrue on such obligation from the date of such
acquisition until its witurity date,
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§ 7H85. Records; ownership of assets

The nonprofit corporation shall designate clearly upon its records
the names of the trusts or iunds on behalf of which such corpora-
tion, as fiduciary or otherwise, owns a participation in any Common
trust fund and the extent of the interest of the trust or fund therelp.
No such trust or fund shall be deemed to have individual ownership
of anv asset in such commeon trust fund, but shall be deemed to have
a provportionatc undivided interest in the common trust fund. The
ownership of the individual assets comprising any common trust
fund shall be solely in the nonprofit corporation as fiduciary or

otherwise.

§ 1154. Educational institution; membership in nonprofit corporation for
maintenance of ‘common trust funds; distributions

SOURCE: 7
Corp. Code § 10251 (trust funds) (same in substance)*

— ! P B ]
8 (025t. Educatioral Institeiion; definition; membership ia nenprofit corporation
for malntenance of comman trust fund: distributions

{8} "Fdocational Instliction,” as used in this section, means any nonproflt cor-
poration wrganizad under thie provistons of Chapter 1 (coenmencing with Seetlon
28001, Divialon 21, of the Fdueation Code or under the provisions of Part--teonr—

i ¢ ' : this

or any law

1li\‘ls[uuﬁfnr the pusepose of estublishing, copducting or malintaining an institution laced

offering eourses beyond bigh school and issuing or conferring o dipioma or for by this

the purpese of offering or conducting private school instruction on the high school | diviaion
ootk

er oelementury school Jovel und sny charitable trust organized for such purpose or
parpeses. cEdocatlonul institution,” oy uscd in this seetlon, alse mezns the Uni-
versity of California, the stute colleges, the state community colleges and sny
iixiliary organiinion, &y cdefined in Section 24034.5 of the Education Code, es-
tabli<dual for the puarpose of receiving gifts, property and funds to be used for the
bonefit of g stule vollege.

I It =hall he Luwfut for any oducntional ingtitution to Decome s member of &
ranpeafit corporidion meorporated umcder the laws of any state for the purpose of
meintaining a cowmen trost fund or stwilar common fund in which nenprofit
organizations may commingle their funds and property for investment and to in-
vest oy aid atl of s fands, whenever and however aegalred, in such commaon
fund or Nindse peberh: i the eonse of funds or prorerie held es flduclary. unless ?
nelt investisent s not prokibited by the weonling of the will, deed or other fn-
strutpent creatings saueh flluciaey rolationstip,

[e) An edueatinonal fustrrgiion clecting to invest in a common fund or funds under
P provicsions of this sertion may eleet to receive distribudions from egeh such
Fazel in un omnunt net o exeeed for cach fiscal year the greater of the incowe,
as drlined ba Section 730,03 of the Civl) Cude, accrued on its interest ju such fand
o 1 pereent of the value of ks interest 1o such fund as of tlwe last day of ifs next
preceding flscat year. The edueational institutivn may expend siwch diatrilbetion
or diatribuations for any jawful purpose sotwithistunding the provisiuus of auy
r general or speciab lhw charseteriztug such distritition, er wny purt theceol, a3
Prinevipal ar incomee—teeideth—temty 10 the eaxe of fueds or projerty invested unless,
as fodpelary, such oxpenditure is pol preobibited by the wordingg of tiee wali, devd
or atlier instrament ceesfiog sueh Fidoneciary reiationship. Xo suweh prolabition of
expenditury stutll be devnwed to exist solely because a wili, deed or otlier sucl

insteament, wlether execnted or in effect before or wfter the effective date of thils
weetian, dirvets or nutboriaos the ose of only the Vinenme,”" or “[nterest,” or “dlv-
idends" or trentse issaes or peofifts" or contains wonds of )imilae smport.

@l The provistops of the Corperate Svenritios Law of 1988 «hall not nppely to e
ercution, admini<tentzarn ar teripipation of common trast Fumb: pathorizaed umder
s =i, or Lo pravticapation by,
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§ 1155. Application of Corporate Securities Law

SOURCE:

Corp. Code §§ 10250(d), 10251(d)(trust funds)*
vt

§ £0250. Common trust tunde
# * * ¥ *
{d} The provisions of the Corpdérate Becurities Law shall oot apply to the cres-

tion, administration, or termination of common trust funds created berecnder, ner
to participetion {herein.

§ 10231. Educationr! institution; dafinitlon; membership In nonprefit corperstion
for maintenance of common trust fund: distrivutions

+ e * * +#

(d].'l‘!;e nrovisions !nf the Corpotare Secaritios Taw of 188 shald nut apply to the
(‘N"!ltloﬁ, admbmstention or lermination of comipon trust funds euthorized under
this seetion, 61 W partlcipation therely,

CHAPTER 7. ORGANIC CHANGES -~ ~ = -~ =~~~ =*"
Article 1. Disposition of Assets
§ 1201. Disposition of all or substantially all assets

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 510%

§ 510. Disposition of all or substantially all sasets

ta) A sale, lease, exchange or other disposition of all, or substantially
all, the a<aets of 8 corporation way be made upon such terms and con-
ditiens and tor such ronsiderntion, which may consist in whole or in
part of cash or other property, real or persenal, including sheres,
4 hotafs or other secnrities ol any other demnestie or foreign corporation

ur corporntions of any type or kind, ns may be authorized in accord-
anve with the fellowing proeedure:

(1) If there are members entitled to vote thereon, the
hoard shall adopt a resolution recommending such sale,
lease, exchange or other disposition. The resolution shall
specify the terms and conditions of the proposed transsc-
tion, including the consideration to be received by the corpo-
ration and the eventual disposition to be made of such con-
sideration, together with a statement that the dissclution
of the corporation is or is not contemplated thereafter.. The
resolution shall be submitted to a vote at a meeting of mem-
bers entitled to vote thereon, which may be either an annusl
or a special meeting. Notice of the meeting shall be given
to each member and each holder of subvention certificates
or bonds of the corporation, whether or not entitled to vote,
At such meeting by two-thirds vote as provided in para-
graph (e) of section 613 {Vote of members) the members
may approve the proposed transaction according to the
terms of the resolution of the board, or may approve such
sale, lease, exchange or other disposition and may aothorize
the board to modify the terms and conditions thereof.
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£2) If there are ne members entitled to vote thereon,
gucn sale, lense, exchaige or ethier disposition shall be au- -
thorized v the vote of at least two-thirds of the entire
board, provicad that if there are twenty-one or more direc-
tors, the vote of & majority of the entire board shall be suf-
L.ficivm..
(51 1f the corporation iz, or would be if formed under

this chapter, classific-? a2 a Type B or Typr C corporation

dcsder gection 201, (Purposes) such saie, lease, exchange
or other dispasition shall in addition require leave of the
sunreme curt in the jodigial distriet or of the ceounty courd
c-_.f“ the courdy i whiel the corporation has s office or prin-
ainel plave of currving cut the vurposes for which it was
furmed,

(b} Affer such authorization the board in its discretion may
abar}don such sale, lease. exehange or othey disposition of as.seis;
subjeet to the rights of {third parlies wnder any conlract relat né
thereto, without further action or appravat,

COMPARABLE PROVISIONS: S

Corp. Code §§ 3901-3903 (business and nonprofit corporations)*; Pa.
Corporation Not-for-profit Code § 7930; ABA~ALI Model Non-Profit
Corporation Act § 44

§ 3901. Sale or transfer of all or substantially all of assets; ap-
proval of shareholders. A corporation shall not sell, lease, convey,
exchange, transfer, or otherwise dispose of all or substantially all of
its property and assets except in accordance with one of the following
subdivisions:

(1) Under Section 3200.

{b} Under authority of a resolution of its board of directors and
with the approval of the principal terms of the transaction and the
nature and amount of the consideration by vote or written consent
of sharcholders entitled to exercise a majority of the voting power of
the corporation.

However, the articles may require for such approval the vote or
consent of 8 larger proportion of the sharcholders or the separate
vaote of a majority or a larger proportion of any class or classes of
shareholders.

§ 3902. Time of approval by shareholders. The approval of
the shareholders may be given before or after the adoption of the
resolution by the board of directors, and before or after any such

transfer or disposition.
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§ 1202,

§ 1203.

§ 3903. ‘rerms and conditions of transfer; conslderation. Such
sale, lease, conveyance, exchange, transfer, or other disposition may
be made upon such terms and conditions and for such consideration,
as the board of directors may deem for the best interests of the cor-
poration. The consideration may be money, property, and shares
of stock and other securities of any other corporation, domestic or
foreign, or any of them.

Certificate of authorization

SQURCE:

Corp. Code § 3904 {business and nonprofiz corporations) (substantially
the same)#*

el

§ 3904. Certificate of resolution and approval: afect as evi-
dence, Any deed or instrument! conveying or otherwise transierring
any assets of a corporation may have annexed to it the certificate of

the seereiary-er-ar-asgiatani-saeratary-ef-she-enrperaiion chief
officer or any two subordinate officers , setting forth the

resolution of the board ef-direetsrs suthdrizing such convayance
or other transfer and (a) stating thet

the property described in seid,deed, instrument or conveyance is less the
than substantially all of the asSefs of the corporation, if such be the
case, or (b} if such property constitutes all or substantially all of
the assets of the corporation, stating the fact ef-apprevel-thereef-by-—

-----

ede that such disposition has been authorized pursuant to Section
1201 or is exempt from the requirements of that section hecause
the corporation has commenced proceedings to wind up the affairs
of the corporation . #Suek This

Gertjf‘mate is prima facie evidence of 1he existence of the
facts authorizing wehﬁconsfeyance or other transfer of the assets and
conchisive evidenee in favor of any mnocent purchaser or encum-
brancer for value.

the

Hypothecation of assets tc secure corporate obligation

SOURCE: :

Corp, Code § 3900 (business and nonprofit corporations) (same in
subatance)*

'-5 3900. Hypothecation of assets to secure corporate obligation;
approval of shareholders. The board-ef-direetors may authorize any
mortgage, deed of trust, pledge, or other hypothecation of all or any
part of a corporation’s property, real or personal, for the purpose of
securing the payment or performance of any contract, note, bond, or
obligation. Unless the articles otherwise provide, no vote or consent
of -sh&reheld-eps—aha-l-l—b%necessary to authorize such action by the @
board ofdireetors , .
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COMPARABLE PROVISTIONG: ._
N.Y. Not-for-Profit Corporation Law § 509; Pa, Corporation Not-
for-profitc Code § 7546

Article 2. Merger and Consclidation

§ 1301.

§ 1302.

Definitions

SOURCE:

Subdivisions (a) and (k) are new; subdivisions (e}, (d), and (e)
are substantially the same as Corp. Code §§ 4101, 4102 (business
and nonprofit corporations)®,

pa—t

§ 4101. Surviving corporation and consofidated corporation de-

fined.  As used in this chapter, "the surviving corporation” means

the corporation into which one or more other corporations are
merged, and “the consolidated corporation” means the new corpora-

tion into which two or more other corporations are consclidated.

L
1 1
§ 4102. Consiltuent corporation defined .
Ag usedd dn fhis chapteT, Ceeastiluenn corparalivity sumns o corpoarition which s
wmerged o consofidated with one or youre other corporativns and. 1 ense of o

merger, inclades the surviving eorproration.

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 901

Power to merge or consolidate

SQURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 901%*

§ 901. Powerof merger or consolidation

(a) Two or more domestic corporations may, as provided in
this chapter: ‘

{1) Merge into a single corporation which shall be one of the
eonstiteent corporations; or

{2y Consolidate into a single corporation which shall be a new
corporation to be formed pursuant to the conselidation.

L"- (b} Whenever used in this ariicte:

(1) “Merger” means a procedure of the character described
in subparagraph {a) (1).

(2) “Conselidation’” means a procedure of the character de-
seribed in subparagraph (a) (2).

{3} “Constituent corporation’” means an existing corporation
that is participating in the merger or consolidation with one
or mure other eorporations.

(1) “Surviving corporation’” means the consfituent corpora-
tion inte which one or more other constituent corporations are
moerged.

13} “Consolidated corporation” means the new corporation in
which two or more constituent corporations are consolidated.
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COMPARABLE PROVISIGHNS:
Corp. Code § 4100 (business and nonprofit corporations)*: Pa.

Corperation Wot-for-proiit Code § 7971; ABA-ALI Model Non~Profit
Lorporation Act § 28

S 4100, Merger and consulidation.  Any two or more oo IO
qrmn may be {a} merved iuto une of such corprrations, or {b} con-
solidated inte a new corporation, pursuanit 1o this articl

§ 1303. Plan of merger or consclidation

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 902=#

§ 902. Plioofme erger or conselidstion

(a)} ! The bourd of each corporation proposing to participate
in a merger or consclidation under section 901 (Power of merger
or consolidation) shall adopt a plan of merger or consolidation,
setting forth: '

{1} The name of each constituent corporation and if the name
of any of them has been changed, the namé under which it was
formed, and the name of the surviving corporation, or the name
or the methed of determining it, of the consolidated corpora-
tion. :

(2) As to each constituent corporation, & description of the
membership and holders of any certificates evidencing capital
contributions or subventions, including their number, classifi-
cation, and voting rights, if any,

{3) The terms and condibions of the proposed merger or
consolidation, including the manner and basis of converting
membership or other intecest In each constituent corporation
into membership or other interest in the surviving or consoli-
dated corpoeration, or the ~ash or other consideration to be paid
or delivered in exchange for membership or other interest in
each constituent corporation, or n ecombination thereof.

(4) In ecaze of meryer, a statemenrt of any amendments or
changes in the certificale of incorporation of the surviving cor-
poraiion to be effieted by such merger: in ease of consolidation,
all staternents required in be included in a eertificate of inecor-
poration for a corprration farmed ender this chapter. except
statements as to facts nob avariable al the time the plan of con-

i sclidution i3 acopted by the hoard,

(3 I'n case of o merger or consolidation under section 206
(Merger o1 eongoiiaation of domuestic and foreign corporations},

a statement of any agreements required by subparagraph (23
{D} of paragraph (d) thereof
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COMPARABLL PROVISIUHS:
Corp. Cods §§ 4103-4105 {business and nonprofit corporations)*; Pa.
Corporaticn Mot-for-mrofit Coqs § 7627; ABA-2LI Model Hoa-Profit

Corporation aAct § 3&

4103, The hoerd ol divec'ors ot =ech corporation secking to
merge or cousalidate she!l b resolution, appiove che terms
and eonditicrs of the proposed sar &2t ani the mode of
carrving them into eilect, =g well a8 the mumoper and basis
of comverting the shares nf he seasivient corporatione into
ghares or other :ecurities f thae copse’idated or SUTVLVT
corporation or of a hoiding ecorpuration of wny of the constiog.
ent corporaticns

The agreement sy provice for the disiribielion of HEL N
property, or cecurities, in whole or in pert, in liew of shares, to
shareholders ¢f the ccnstituent cerpnrations or any ciess of
them ; but npon sock distributicn of cash, properiy. or sscuri-
ﬁw,weﬁﬁmkkaofmeemmMMamdormrﬁvmgmnngMQ
neluding those derived by it from the aomstituent enrporations,
plus the amount of the sirted capital of the eonsolidated or
aurviving corperation, shall nee exesed the value of the assets
of the consclidated or surviving corporation,

§ 4104, Agreement for consolidation; artictes of consolidated
corporation. If the agreement is for a consolidation, it shall state the
matters required to be stated in articles of incorporation, and these
statements shall be tha articles of the new or consvlidated corpora-
tion,

£ 4105. Agresment for merper; amendmen: of artlelss of surviving corporatlon

It the agreement I8 for a merger, 1 shall state any matters with respect to which
the articles of the surviving corporation are amcnded, and the articles shall be
smended secordingly, without any furtbor procecdings, upon the Hiling of the agree-
ment with the Secretary of State, but with respect o 0vF such amendments, the
agreement gball .neet the requlremoents of Sectlen 3631 iv identifying any nrovision
to be amended, stricken or sdded and sball set forth In full the wording of the
provislon a8 amended or added or the wording of the aicended arlicles if they
be amended o fuli.

If, beiween the date of the sgreement of merger and the date of Its Bling with
the Secretary of Etate, the zurvivieg corporation arguires any of Its shares, the
refasue of which ts probibited by its articles, then whether or not the artbeles are
amended pursusnt to Bectton 1713 pries to the date of such Alirg, the authorized
number of shares of the cliss or sertes to whith such scquired shares belong Is Te-
duced to the vumber outstanding on the date of the filing of the agreement of merger

with the Secretary of State, and (be articles of Incorporation or the sgreement of
merger shall promptly be arended tn accordance with Section 1713 to reflect such
reduction in suthorized shares or the elitmination of eguch class or series if all the
authorized shares thereof shall have been so acquired.
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§ 1304.

Approval of plan

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 903*

—_ B
§ 903. Approve! of plan

(a) The kward of eaci: constiluent corporation, upon approv-
ing such plan of meryer or consolidation shall submit such plan
15 a vete of the members in accoraance with the following:

{1) Notice »f meating shall be given ic each member whether
or not entitied to voie. A copy of the plan of merger or con-
solidation or an outline of the material features of the plan shali
accompany such nolice,

{2) The plan of merger or consolidation shall be approved at
a meeting of the members by two-thirds vote as provided in par-
agraph (c) of section 613 {Vote of memberzs).

(3) If any merging or consoiidating corporation has no mem-
bers entitled to vote thereon, a plan of merger or consolidation
shall be deemed approved by the members of the corporation
when it is adopted by the board of such cornoration pursuant to
section 902 (Plan of merger or consolidation},

(b) Notwithstanding authorization as provided herein, at
any time prior to the filing of the certificate of merger or con-
solidation, the plan of merger or consclidation may be abandoned

pursuant to a provision for such ahandonment, if any, contained
in the plan of merger or consolidation.

ﬁ

COMPARABLE PROVISIONS:
Corp. Code §§ 9701, 9702 (nonprofit corporation}*; 4107, 4112

(business corporation}; Pa. Corporation Not-for-profit Code
§§ 7923, 7924

9701, An egreement to merge or consolidate shall be ap-
proved by the members of each rorporation. Where the mem-
bers have equal voting rights, the agreement shall be approved
by a resolution adopted by the vete of a majority of the mem-
bers or be approved by the written consent of two-thirds of the
members; or where the members have unegual voting rights,

the agreement shall be approved by a resolution adopted by
jthe vete of membery entitled to rxereise a majority of the vot.
ing power or be approved by the written consent of members
entitled to exervise two-thirds of the voting power. This sec.
tian shall be applicable repardless of any limitations or re-

str‘ict@ons on the veting power of any class or classes of mem-
bership.

9702, Where the members act by vote, such voies shall be
cast ot & meeting duly called wpon notice of the time, place,
and purpose thereof, duly given fo ench member at lesst 20
days prior to the date of the meeting, except that such notice
may be waived as provided in Section 2209, Unless the notice
is waived, there chall be mailed with such notice a statement
of the general terms of the proposed agreement,



§ 1305, Certificate of approval

SOURCE:
Derived from Corp. Code § 4110 {business and nonprofit corporations}#

4118, Alter apprival by the directors and sherelolders bas
been given. the president or a vies president and the seeretary
or an assistunt seeretary o cael sorparation shall execute a
E eertitieate, wiheh slialt be verified by their affidiavit statine, in
effect, that the iztiers set {orvh in vhe cortifieuts are true of
1helr vun knewledge, ond shall set forth:

far The shue and place of Hie mevhing of the board of diree-
lops,

thi A vopy of e resolutien adepled by the board of dirvec-
tars showing approvsl of the terms and conditions of the agreo-
ment of merger or ronsolidation,

(e The vote (n favor of the resaiution.

(d) The time and place of the meeting of the sharetiobders
to wpprove the agrevment er the faed that weitten consents of
all shareholders 1o approvied of 1he sereerient have been filed
with the seerciary of the corporation; 1iat the fors and eon-
Foo ditions of e prrecment were ypproved at suel meeting or by
saeho written, eonsent, and the titel number ui' each elass of
shares by whose vote or written vonsout the a GEECOIReNt W
_ approved.

i fer The total number of austanding shares of cach class,

“(Fy A staterent of the mailing of the notiee of the time,
pld((' and purpoese of the meeting of ke shrcholdess, or, i the
notive was witlved priesaantsdo-Seetion 2200, o~ ifthe agree-
ment was approved by written vonscnt of the sharcholders, a
glaterment of sueh faet

{ry The nawme of the sueviving or consolidated corparation,

ihy That the noremment for merger or eomsolidation with
{names of other carpurations which are parties to the ugree-
ment] tiled with the Secretary of State voneurrenthy with this
certificate, pursuwant ta Neetinn 41313, 1s the agroement herein-
abrve referred to sud soty forth the terms and eonditions ap-
proved By osiid resolntion of dircetars and vote or written con-
sent of shareholders.

k

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 904%; Pa. Corporation Not-for-
profit Code § 7926; ABA-ALI Model Non-Profit Corporation Act § 41

Wi

§ 904. Ceruficate of merger or consolidation: contents

woi After approval of the plen of werger or consolidation unloss
the neerper or consobidation 18 abandaned in accordasice with para-
gruph (b of seetion 03 ¢ Approval of plan) a eerfifieaic of meroer or
consebulation, entitled "Certihmh of meniey (or consclidstion) of
and . ... .. inde (hames of Pur,mr.itmnw, niler seetiom
'!Ui ol the “Not- lnr BE rolit Carpocation Law” shall be siread wid veri-
Ned or behalt of eocl roustituen coramation and delivered fa Ahe
depertment of slate. Bt sball set dorth:
i1 The statements requived b ebporagraphs (o), 10 78 and B
Hosertion B2 (Plan of wermer o comidetine

(23 The effeetive diate of the merper or consolidetion it other than
the date of fiiing of the certificate of merger or consolidation by the
department of stade.

(3} T the case of consolidation, any statement required to be in-
eluded 1w certifionte of incorparation lor a corporsiion formed
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wnder this chapler bot which was omitted under sub parageaph (a) (4
ef seetion (02

(11 The date whar the eertificate of incorporaiiong of euch con-
stituent corporatior whs filed by tin depurtment of stafe or, in the case
of eonstitient eorporations ereatesd hy speciat law, the ehapter nwmber
und yesr of pussige of suek law.

{51 The manner in which the me rger or vopsphidation wos suthorized
with respeet to curk copstituent corporatian,

(b} The surviving or congolidated corporation shall thereafter
cause a copy of such certificate cortified by the department of
state, o be filed in the office of the elerx of ecach ronniy in
whichi the office of & ¢onstitwent corparation, other than the
surviving corporstior, is located, and in the office of the official
who is the rerording of ficer of cach county in this state in which
real property of a constituent corporation, other than the sur-
viving eorperation, is situated.

§ 1306. -Amendment to the plan
SOURCE:

Derived frpm Corp. Code § ulll {business and nouprofit corporations)
(substantially the same}*

lan of merger
or consolida-~
tion

4. Any amendment to tho wepoamert iy be adopted,
plan and the supesmend,so ame nrle-d may hﬂ appren fd—fﬁ—-#-lw—me@l-lw
MWM

WM—M—MMM& i t‘w Sl manner and by tile
sare vote as the arigimal apeeemonty [ the aeresment,so

anenedorl is A p0raver] st b it 11 1],

stbipepedeedeboi rid DY the Lo o divoctors of vacll of (he var

poratiens Dy The vile sewadidagimndonid T rpired Ter Gpprova !

ol the nrlﬂlll.hJMﬂHMrﬁ-%W@) snenided shall he folen, the plan
signes] ined seknowiedged aud shadl Tive certifiod therewTth The
u|r|num] of the directors wnd of 1l empedaddmmgin the same
Wazner s provided Do the origing] stz cad siall thon
eonstitule T erging or Cons h U1y et plan ,

§ 1307. Filing with Secretary of State; plan and certificate of approval

SOURCE:
Corp. Code § 4113 (business and nonprofit corperations){same in

§ 4113, Flling with secratary of state; eygreamant and cortificate of approval
The cxecuted BEFSMEREA O7 A1 execated coonterpart thereof, atel the respective
COFtificate, of CECh CONSUHUCNE cOrpOrntion se-sithemmesrisisemnpmintion stal] be (O approval
separately me(‘l with the Noerclary of Siate, il ~HAll Eherct R boie o feetve,
nnd the severnl partles thereto ahali be one mrpc-rulinn NOTTIOT { HE A d et o7
any certifleate ahall he filed however nntil there hax been fikd with the Seeretary
&Jlan of mergery of State by or on behe!f of cacl corporation taxed umder the Bank and
or sonsolida- Corporgtion Franchise Tax Act, the existeoce of whieh is terminated by the merger
or vonsolidation, the certificate of satistactiun of the Franehise Tux Hogrd that all
tion taxey hniposed b) satd act have been prid or secured,
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§ 1308. Filing with the county clerk and recorder

L(}r{‘-. hﬁde § f*! Lix :bﬁ'!aiﬁﬂfﬁﬂ H\'ﬁ‘\.ﬁ; HC&.lFrI’Ofi P [*] 131 n

noo A enpy al tiee apreemient of rerper er eonsolidation
ed By the Scerctary of Stade shalt be fled (a} with the
Y clevic of the eenesy nowhich the prlwi;‘;ai office of
garle 2onst tusid corporie e s doeated, (b)) with the county
clerk of the equrty in which the peineipal office of the con-
sl or o warviting sorpers o s bkweetml, Ll ‘.'l'-:'” ".'I't.h
‘!'J:' conindy clerk of cach eounty in whieh eneh e'nl"m‘]-;-"tiun
srenisdoee the cansodivased o sivviving eorporaiion }.}uh-Ln: u(]
[

L ST

Pheve sbabl also b vevorded th the ol o tae pocamlor of
CVERY eniniy Phis state i which any Fstb praberiy nwned
DY eonstiinent orpereiion 53 loeated, @ cortificate preseribed

by the Seeretary of Stade,

§ 1309, Effect of merger or consolidation

SOURCE: :
Derived from N.Y. Not-for-Profit Corporation Law § 905%
TR sy )

§ 905. Effcct of merger or consolidation o

{8} Upen the {iling of the certificate of merger and consolidation by
the department of state or on such date suhseynent thereto, net to
exeeed thirty days, as shall be set forth in such certitviente, the wmerger
or consolidetion shall be efrceted,

(b} When such merger or consobidation has beer: erfected:

(1) Sach surviving or consolidated corporation shail thereafter, con.
sistently with its certiticate ol incorporafion ns altered or establivhed
by the nerger or conselidation, possoss alt the rohts, privileges, -
munitirs, powars and purposes of each or the eonatitnent eorporations.

(2} Al the property. real and persona:. aelnding eauses al netiog
] and every ofher asser ol each of the ronstitaes corporaliens, shall veat
in sueh surviving or conselidited eorporation withoul Turtlier net or
deed, 2xcepd as otherwise provided in paragraph (h) of spetion DUT
{Approval hy the RBapreme Conrt), Hxeepl us the eourt may otherwise
direet, as provided in section 11 wy the Fstatus, Powers and Truosts
Law, any disposition wawe in the will of o person dving domioited
this stafe or o any other nstrament excented ander the laws of this
sinty, taking effect arter el merger or canseladition, to or for any ot
the ronslizuent corporations shuli lowse to the herelit of te surviving
or eonsolidated corporative. o far an is neeessacy for that porpase,
or Lar the parpose of & ke reondt will respesd tooaodispasition averned
by ihe biw of suy other parisdietion, the existernor of vael conatifuient
domestic eorporatior sha!l he deemud o contizge et throock the
surviving or consolidaied rorporatian.

(3} The sumiving or consolidated corporation shaill nssume
and be liable for all the liabilities, obligations and penaliies of
each of the constituent corporations. No Hability or obligation
due or to become due, claim or demand for any cause existing
sgainst any such corporation, or any member, officer or directom
thereof, shall he released or imipaired by such merger or consoli-
dation. Nog action or proceeding, whether eivil or eriminai, then
pending by or against any such constituent corporation, or any
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Tnerr;be:r. officer cr direcior thereof, shall abate or he dizeon-
imied by such mcreer o sansolide e, gt mav be eni’orcéd’
FrOseCy ted, setiled or comnrised ! as if such MEl'jI(;I" oF consol id;::
‘L}rm bad nob ooruresd, or such suvys 1 w1 conselidated mrpbra-
tz10n :11&;; be substituted in such setion or special proceeding in
I=aece 0f any constituent cornoration,

(24Y Imthe vpse oF o
: the sfs.u"-:*i*,'in-,s' corpuration shadl be antomaticaily amended to the
extent, ' any, “hat changes in s certificaio of ‘nenrporation are
s_et Tertiin the plan of inovgsy and, ir th case of a consolida-
flon, the s'aioments set Lorth in the certificate of consolidation
and whieh are required or peraittes to be st forth in a certifi-
eate of incorporation of 4 corporiiion Torired under this chaptor
shall be its certifisnie of incorporation,

nveemoen:

wtificate of meorporation of

TR

COMPARABLE PROVISIONS: _
Corp. Code § 4116 (business and nonprofit corporations)®; Pa.
Corporation Not-for-profit Code § 7929; ABA-ALI Model Non-Profit

Corporation Act § 42

§ 4116. Effect of merger or consolidation; len on property of
coastituent corporation; pending actions and proceedings. Upon
merger or consolidation pursuant to this article, the separate existence
of the constituent corporations ceases, and the consolidated or surviv-
ing corporation shall succeed, without other transfer, to all the rights
and property of each of the constituent corporations, and shall be
subject to all the debts and liabilities of each, in the same manner as
-if the consolidated or surviving corporation had itself incurred therm.

All rights of creditors and all liens upon the property of each of
the constituent corporations shalt be preserved unimpaired, limited in
Hen to the property alfected by such liens immediately prior to the
time of the consolidation or merger.

Any action or procecding pending by or against any constifuent
corporation may be prosecuted to judgment, which shall bind the
consolidated or the surviving corparation, or the consolidated or sur-
viving corporation may be proceeded against or substituted in its

plare.
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§ 1310. Merger or consocliidazicn dievalving loreign corporation

SOURCE:
Derived from Torp. Tode %5 4118, 4119 (business and nonprofit
corporationsal®

4418, Dementle and tocogn corperatienst state of tnoe poration of consolldated
or sury.vkryg corpery e fow oanpii abie fo preceetdings

Fise juerger’ e cousolidetion of sor nnmmbee of deaienbe eorpaistions wilth any
wiln e of Tereign corpnrarions may b offected H tho loreign carporations are
authorized by Fie luws of the slade of glacs arsler aliel ey are feriwd o effect
E auel # merger or cohsoligstiom ’ ]

¥n the case of consoildalon, the consolidated corporuiion muy x a corporation
organized aonder the iaws of any state under wihich any ot of the constituent cor-
porations 18 orgaslze. [n the case of merger, the surviving corpartion muey be sy
ane of the consiituent corporaiions and slail Lo deesmed to continus to exist undor
the laws of the state of &9 Incorporatica.

It the ronsolldated or Rurviviag corporaiion e a domestle corporation, then the
colsoitdation or merger proceediogs with respect fo that corporaiion shall conform
to the provislons of iaty srelele governing o consolidation or merger of dotwesthe
corporations, or porsiast to Jectlon 4124, btur i the cansoiddated or sueviviug car-
poration be & forelgn corporsticy, then, sukject 10 the requirements of Hections diy3
and 4119, the consnlidation or merger procesdings may be in aceordance with the
laws of the state of incorporation or proposed ineorporaticn of the consolidated or
surviving corporation. ’

| W

i
i
1

i

41190, If the econsalidateld or surviving eorporation he a
domestic corporation, the azreemen® and certifieate of such
corparstion as well as the certificate of cael constituent do-
mestic eorporation shall be filed in the office of the Secrotary
of State and thereupon the censolidelion or merger shall he
effective s lo any sneh domestio eorporation. Each eenstitu-
ent furchrm corperaticr which is quelified for the transuction
of intrastate boisiness ju this state shail file in the ofiee of the
mecretury of Htate a certifieate o7 surrender of right te trans-
ast infrastate business as provided for by Section 6700, There
shall also Le recorded in the office of the recorder of cvery
county in this state in which auy real property ewned by a
constituent corperation is located a certifivate preseeibed by
s the Sveeretary of State as provided Fur by Seetion 4314,

It the comspddiited or surviving corporation bLe a foreien
corporation, ziach comslitueit comsobidared or merzed foreimn
carporation which is gnalified for the transaction of intrastate

business in this state shall dile s the offive of tie Secretary of

State a certificate of snrrender of bis right to fransact intra-
state husiness as provided for by Section 67006, No filiny nead
be made in s state by or on belalf of the servivine fareipn
garporation evan though 1T be qualified {or the trausaction of
intrastate business, BEach constiluent dormestic eorporation
shall file in the office of the Seerctary of State a copy of the
agreement, certificate or other document {lled by the eonseli-
dated or surviving Coreirn corporation in the state or place
of its incorporation for the purpose of cffecting the consolida-
tion or merger wlhich copy shall be cortified by the pubtic
officer having official eustody ol the original. or, i liew thereof,
o execuled counterpart of the agreement or eertificote and
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therenpon the consslidation o7 merger shait be oTeetive as tu
such dowestiv carporation. Certified copies of such agreement,
certifieste or other documert stall be filed hy cuch constituent
domestie eorporaiion &s provided in Seetion 4114, There shall
fll:eo be recorded in the office 0° the recorder of cvery county
L in this state in which any real property owned by a constitu-

ent eorposition js loealed, o eertifoare presoribed by the See
retiry of State as provided for by Seetion 4114,

sttt

COMPARABLE PROVISIONS:

N.Y. MNot=for-Profit Zorporation Law & 906%; Fa, Corporation Not-
for-profit Code § 7921; ABA-ALT Model Won-Profit Corporation Act
§ 43

§ 906, Merger or eonsolidation of domestic and foreign cor-
porations '

(2) One or more foreign corporations and one ar more domes-
tie corporations may be merged or consciidated into a corpora-
tion of this staie or of another jurizsdiction, if such merger or
consolidation is permitted Ly the faws of the jurisdiction under
which each sueh foreigm corporation is incorporated. With re-
spect to suich merger or consolidation, any reference in pars-
eraph (B) of section 901 (Power of merger or consolidation) to
a corporation shall, unless the context otherwise requires, inchude
voth domestic and foreipgn corporations,

(b) With respect t¢ procedure, jncinding the requivement of
approval by members, each domestic corporation shall comply
with the provisions of this chapler relating to merger or con-
solidation of domestic corporations, and each foreign corporation
shall comply with the applicable provisions of the law of the
jurisdiction under which it iz incorporated.

fc) If the surviving or consolidated corporation is, or is to be,
a domestic corporation, 2 certificate of merger or consolidation
shall be signed, verified and delivered Lo the department of state
a5 provided in section 904 (Certificate of merger or consolida-
tion; contents). In addition to the matiers specified in such
section, the certificale shall zet forth as to each constituent for-
eign corporation the jariasdiction and date of its incorporation
and the date when ifs application for authorily to conduct ac-
tivities in this siate was filed by the department of state or, if
oo such application has been filed, a statement to such effect.

(d) If the surviving or consolidated eorporation is, or is to be, Fornie:!
under the law of sny jurisdiction uther than this staie:

(1} [t shall comply with the provisiers ol this chapter relating to
loreicn corporations 1§ it 1s to condiet netivilies th this state )

(23 1t skall deliver to the departmient of state a certifiente, entitled
“Certifweate of nwrger {or eensolidation} of ... and . ..... 1nto
...... {names of corperations! ander section H06 of the Not-for—f_"mflt
Corporation Law”, which shall be signed nnd verified on behelf of each
constituent domeatic and fereipn varporation. Ut shall set forth:

(A1 The statermenis required by subparsgraphs {a) (1) and (2] of
seetion 907 { Plan of merger or consolidntion ).



{3} The yunsdietion vid slate of incorporabion of the surviving or
constiidnled foreinn verparation, the dilie wihen s application {(or al-
thovdy de comduet Geivines 0 thes stule was fded by the Jepartment
of atate or, i no steh aroduaton hae been Dled, a statement to such cf-
feet arel that 3t is net to cendae? petivities ie this state until ar epplica-
i for sueh antheoty che'l have bwen tiled by sueh department.

(0 Fhe date nhen the vort fresie of incorporation of cach eonstituen:
comestir cornoraiion var N by the depertment of atate acd the juris
diciion aad date of lencporaion of each constituent foreign corperation,
wikor han Ane swviving oy eonsobidated foreirns surporation, and; in the
vase 6f epchk such corparition authonzed lo conduct activities in this
stute, the date when it appliestivn for antherity waas riled by the de-
pakEne it of state, .

(TH Ap agreemect that the survising or vonwctidated foreign corpors-
fion muy be served with process in Lids stale in any action or gperial pro-
ceeding Tor the eaforeement ol any hability or oblization of any domestic
porperation or of euy forcign corporation, previeasly amenable fo suif
t this steie, whieh 8 & constitnent cerporation i such merge: or son-
selidation, and snongreenient 1hat e suevivicg or cansolidated fereips
vorparation nmy ke sued ‘o this staze o respert of any property trans
ferred or convesed Lot as provided in parageaph (¢} of scetion 37 (Ap-
proval by the suprems sonrld, or the use made of such property, or any
tran=artign in conneeion therewith, : ‘

{1 A desipration of fhe secretary of state as its agenl upon whom
process ggninst it sy be served in the manner set torth in paragraph
i) o sertion 306 (Service of process), in any aciion or special proceed-
i deseribead mosubparagraph (1) anmd a post oifiee sddress, within or
withont thiz stete, to which the secrctary of state shall muil o copy of
the process in sweh action or special proceeding.

(3 The manner in which the plan of mergor or consolidation was
approved with respect 1o eweh constitien! domestic corporation amid that
the 1 ooor vonsolndidion ds perenited by the Lows of the jarisdietion
of vpek coisfituent lTorelgn corpocdion and is G complianee therewith,
{00 The eifeeiive datn of the merger or eonsolidation il other than
the dwle of “iling ol the eevislicate of menger ar vonsolidation by Lhe
Jdepurtownl af stale,

fe} Upon the filing ¢f the certificate of merger or consoiida-
tion by the department of state or on such date subsequent there-
to, not to exceed thirty davs as shall be set forth in such certifi-
cate, the merger or conzolidation ehndl e «ffocioq,

(f} The surviving or consoliddated domestic or foreign corpo-
ratinn shall thereatter more o copy of wueh certificate, certified
by the departeent of state fo ne fiad in the office of the elerk of
each ¢ounty In which the offfer of a constituent eorporation,
atlier than the surviving corporntic, 15 located, and in the office
of the official who i= the recording officer of each county in this
state in which reaj property of a constituenl covnoration, oiber
than the surviving corporation, 18 sitcated.

{g} I tae surviving or consolidated corperation s, ov is to
be, formed under the iaw of this state, the effect of such merger
or consolidation skall be the same as in the case of tite merger
or consolidation of domestic corporations under section 905 (Fi-
fect of merger or consclidation). I the surviving or censelidut-
ed corporation is, or is to be, inzorporated under the law of any
jurisdiction other than this state, the effect of swueh merger or
congolidation shall be the same as in the case of the meorger or
consolidation of domestic corporations, except in so far as the
law of such other jurisdiction provides otherwise,
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§ 1311, Realty of constituteat fereigna cornorations; transfer by recording
agreamant

SOURCE:
Corp. Code § 417 fbasiiczi acd nenprofit corporations) (seme)#
! 4128, Whenever ¢ fomeicm warporition heving sny resl

I propecty in this suls consclidates o0 werzes with another
I forcign eorporalion Tk
P

Beowdwe af the state or plaer
@ hws of That sate or

nr ool fitlae of the

Hepreeart 0 consolilation ar mirger vests in the consalicdated N Lan
ar gurvivitiy eorporvat:on all The real proverty ©F the sgaet i, e
#at corpnostion  the dline Jor treardl e

coraer of auy taunts iu this 2lair ook dr ol

Htoent vorporilion s | b
R R B R R A I L T T

iadesd Tar by Hection =, oneiuoad iy vhe Meepeinry of St i' R

or other dfiiciu! of tiw stabe ur [ace pirsaani 6 Tha Tnts ol 2300 )s
which the consolidaiion er merger is effected, or (b a rany

of the sgreement of consoildation vr wmerger, certificd by {he P..:Ein_
Beeretary of Stase ov other official of the state or place pur-

§ osusnt to the bows of whieh the eenanlidition or merger i of-

feered. shail vest i the eonsslidated or serviving corporation

il inferest of the eopstifuent sovbaration in and to the real

property loretmd in Hhat canniy.,

HERIE I ans

§ 1312. Action by the Attorney Genctal, director, or member

SOURCE:
New

COMPARABLE PROVISIONS:
Corp. Code § 4123 (buginers corporation)*; I.Y. Yot-for-Profit
Corporation Law §§ 907w, 909w

) 4123. Remedies of discenting shareholders. When the merger
or consolidation oF a corporation with one or more other corpora-
tions, domastic or foreign, has been zpproved by the requisite num-
ber of its shareholders, no shareholder of the corporation shall have
any right a+ law or in cquity to attack the walidity of the merger or
consolidaticn, or {¢ have tha merger or consolidation set aside or
rescinded, except in an action to test whether the number of shares
required by statute to authorize or anprove the imerger or consolida-
tion have been voted in favor thereof by persons legally entitled to
vote them; but eny holder of shares of a class whose terms and pro-
visions specifically set forth the amount to be paid in respect to them
in the event of consolidation or merger s entitied to payment n ac-
cordance with those terms and provisions, and any other shareholder
who did not approve the merger or consslidation at the meeting at
which it was approved is enlitled to receive the falr market value of
his shares in the manmner and upon the terms and conditions provided
in Articla 2 of this chapter.
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§ 907.  Approva’ by ihe supreme court

() Where any covsiitusnt cornorabion or the consoiidated
corporation 13, or would be if formed under thig chapter, & Type
B ora Type C corporation « nider section 201 (Parposes) of this
chapter, no certifieate shall Lo [iled pursaant to section 904 (Cer-
tificate of merger or consolidation; contents) or section 906
{Merger or consalidalion of domestic and foreign eorporations)
until an erder approving the nian of mevrger or consclidation and
authorizing {te Tiling of the ceriificate has heen made by the
supreme court. as provided in this section. A certified copy of
such order shall be arnesed to the certificate of merger or con-
solidation.  Applicatien for the crder may be made in the ju-
dicial distriet in which the principal office of the surviving ar
conselidated corporation is to b located, or in which the office
of nne of the domestic consiiluent enrporations is located, The
application skall he made by all the constituent eorporations
jointly and shall set forth by affidavit (L) the plan of merger or
consolidation, {2) the approval required by seetion 903 (Ap-
provai of plan} or pargeraph (h) of section 906 ( Merger or con-
solidation of domostic and foreigr corporations) for each constit-
went eorporaiion, (3) the objects and purposes of each such cor-
poration io be prometed b e conselidation, (4) a statement of
all properby, and the manner m which it s held, and of all Ha-
bitities and of the amount 21 sources of the annual income uf
eact such enrnoration. (3} whether any votes against adoption
of the pessigtion apprsving the plan of merger or eansotidation
weris ol the meeting at which the rezelution ax ! adopled by
ears constituent corperation, and (6} facts showing that the

consolidation is authorized by the laws of the jurisdictions ander
which each of the eonstituent corperations is incorporated,

{(b) Upon the {iling of the application the court shall fix a
time for hearing thereol and shiall direct that notice thereof be
given to such persons as may be interested, inciuding the at-
torney general, any governmental bady or officer and any other
person or bedy whose eonsent or approval is required by section
908 (Consent to filing}, in such form and manner as ihe court
may prescribe.  If no vebes against adoption of the resclution
approving the plan of merger or consolidation were cast at the
meeting at which the vesolution was adopted by anv constituent
corporation the court may dispense with notice to anvone except
the atlorney-general, any governmental body or officer and any
other person or bndy whose consent or approval is required by,
section 909 (Consent to filing). Any person interested may ap-
pear and show cause why the application should not be granted.

fc} If the court shall find that any of the assels of any of
the constituent corperations are held for a purpose specified as
Tvpe I in paragraph (b)) of section 201 or are legally required
to be used for a particular purpese, but not wpon a condition re-
quiring return, transfer or conveyance by reascn of the merger
or consolidation, the conrt may, in ifs diseretion, direct that such
assets be transferred or conveved fo the survivinge or consolidat-
ed corporation subjeet to such purpose or use, or that such assets
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§ 1313,

b transferred or conveyed te the surviving o7 2onsolidated cor-
poration ar o one or more other domestic or fordign corporations
or prganizations chigaged in substantially similar acliviiies, upon
an express irust the terms of whiel shail be approved hy the
court.

(dy if the cowit snall findt that she titeresls of non-roksenting
memsbers are or may be subetantialy prejuaiced b the pronesed
merger or cobsclidation, tne court may disapprove the plan or
rmav direct 3 moaification therecf, Tn the avent of a modifea-
tion, if the court soail find thal the interesls of sny members
may be substaniiatly vrejudiced by the proposed merger or con-
solidatind s8 modifed, the conrt shall divect that the maodified
plan ba <ubmitted io vowe of the mermners of {he constiyent cor-
porations, or if the eotrt shall fing that ilere such sub-
stantial predudice, it <hall sy Neigreeniens as do wodiled
without further anproval v vhe wembors, 37 tre eourt, upon
directing o modificaticn ¢f the nlan of merger or consolidation,
shail direct that a further approval be oblained from members
of the constituent corporations or zny of them, such further ap-

M

proval shall be obtained in the manner spacified in section 2903

{Approval of plan) or section 306 (b} (Merper or conzolidation of
domestic and foreion cornorations! of this chanter.

fa} Tt it shall appear, to the satisfaetion of the court, that the
provisions of this seet:or have been complied with, and that the
interesis of the eonstituens corporations and the public interest

will not be adversely affected by the marger or eonselidation, it

shall approve the merger or ecisolidation upon such terms and
conditions as it may prescribe.

§ 909, Consent ‘o wiling

If the purposes of uny econstitaent or consolidated corporation
would require the approval or consent of any governmentat body
or officer ar any cther person or body under section 404 {Ap-
provals and consen’s) o certificate of merger or consclidation
shall he filed pursuant to this arlicie uniess sueh approval or con-
sent i3 endorsed thereon or annexed thereto.

Limitation on action

SQURCE:

New



Article 3, Conversion Into Susinesa Cooporarion

§ 1401. Definitions

§ 1402, Conversior inte business corpotatien

§ 1403. Transfer of ctrust propert-

§ 1404. Certificate of cinversic:; Tiling; 2ffoct

§ 1405. Action by the Attorney Geperal, diractor, or meuber

SOURCE:
New

COMPARARLE #ROVISIONS:
LY., Hut-for-Profit Cor-cvaticn Lav § 908+: Pa. Corporation Hote
for-prufit Code §% 795 -7056%

3 B0, Merger or consolidation of business and not-for-prof-
it corporations

{a) One or more domestic or foreign corporations which is, or
would be if formed under this chapter, a type A or type C corpora-
tion under seclion 201 {Purposes} may be merged or consoli-
dated into a domestic or Toreign corporation which is, or would
be if formed under the laws of this state, a cerporation formec
under the business corporation law of this state if such merger
or consolidation is not contrary to the Iaw of the state of incor-
poration ¢f any eonstituent covporation. With respect to such
merger or consolidation, any reference in paragraph {h) of sec-
tion 901 of this article or paragraph (bB) of section 901 of the
business éorporation law to a corporation shall, unless the con-
text otherwise requires, include both domestic and foreign corpo-
rations.

{h} With respect to procedure including authorization Uy
shareholders or approval by members, each domestic business
eorporation shali comply with the business corporation law, each
doemestic not-for-profit corporation shall comply with the pro-
visions of this chapter and each foreign corporation shall comply
with the applicable provisions of the law of the jurisdiction un-
der which it is incorporated.

{¢) The plan of merger or consolidation shall set forth all
matter required by section 902 of the business corperation law
or section 902 of this chapter and the terms and conditicns of the
proposed merger or consclidation, including the manner and
basiz of converting shares, membership or other interest in each
constituent corporation into shares, bonds or other securities of
the surviving or consolidated corporation, or the cash or other
consideration to be paid or delivered in exchange for shares,

membership or other interest in each constituent corporation, or
3 eornbination thereof,

ol Atier adaption of the plag ol eeveer or onsolidaion by e
Swan o onel emiiers o chareholder ar eneh o cansiitiend carporation, wi-
b b abdipedonts) 0 oacceidanre Wit Dara
craph ho0f Aection B (A nprevat by oere) and puegraph Vb
wf st B i harcsilion by slrchoide s o e prestioess carponi-
fiens Tnw, a erviiiieate ol neerger ur cossobidation, cufitied SO ande

st merger e eaac
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{13 I U sarvivieg or consolidated corporation is, or is to
be. a dopestic corporution giach certificate shall zet forth the
statements required by section 3044a) of the husiness corpora-
tion kow or secticn 904(a) of this chapter and, as to each constit-
uent foreign corporation the Jurisdiction and date of its in-
corporition and the date when ity applieation for authority to
conduct activities or do business in this state was filed by the
department of state or, if no such application has Leen filed, a
stuterent to such effect,

{20 OTE the surviving or ccnslated corperafion s oor 05 10 Le fored
ineder he Liw of gy Jurisdietion afber thon this ctate sieds cortilicare
=il sel forh .

(A The stutviments reguited by sebparagraphs zi(1) sad (2} of
seetion B0 ol the bhusiiess eorporation lew ar subparagraphs (st and
£2) af seetion 302 (Plan of merger or eonseldation} of this ohapter,
acl e wanaer i which the merger or vonsolidation was naihorized
wilh respect (o each: eonstituent domestie eorporation,

iB) The jurisdielion and date of inesrporation of the survivinge or
enngolidated foreign eorporution, the dete when its upplication tar an-
thurity to da business in this state was Nied by the depmrtinent of state
or, i no such gppiieation bas been ftied, o statemen? te such etlect and
that 11 i not o do business o this stafe untid an applicetion for sech
sutharity shall have been fited by sueh departinent.

(Cy The date when the certificate of incorporation of each
constitient domestic corporation was filed by the department of
state and the jurizdietion and date of incorporation of eaeh con-
stitgent fareirn corporation, other than the surviving or consoli-
dated foreign corporation, and, in the case of each such corpora-

tion authorized to do business or conduet activitics ip 1his state,
the date when its epplicntion for authority was filed Dy the de-
partment of state,

(D) An serecmeni ' at the surviving or evnsolidated {orvign
corparation may be served with process in this state in any ac-
tion or special proceading [er the enforcement of any liability or
cbligation of any domesiic corporation or of any foreign corpo-
ration, previousiy amenable o suit in this stale, which Is 2 con-
stituent corporation in such merger or consolidation, and for the
enforcement, as nrevided in the pusiness corporation law, of
the rights of suareholders of any constituent domestic buainess
cotrporation to receive payment for their shives agaknst the sur-
viving or consolidated corporation.

{E) An agreement that, subject to the provisions of sectinn
623 of the business corporaiion law, the surviving or consoli-
dated foreign corporation will prompily pay to the shareholders
of each constituent domestic business corporation the amount,
if any, to which ther shall he entitled under the provisions of the
business corporation law rejating to the right of shareholders to
receive payment for their shares.

(I A desigmation of the secretary of glate as his agent upon
whom process against it may be served in the manner set forth
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tre paragraph (0) of zection 504 (Scrvice of process), in any de-
tinn or specini procesding described o subparagravh (D) and a
post office address, ’ﬂ”tiifﬂ or without the alate, to which the sec-
retary of state soal! miail a copv of the process in such action or
gpecial procesiding.

{e} The depnrbment of stale shall not sile n covtificate deliv-
erea to it under subparagraph (dY {23 usless e zonsent of the
staty fax commizdion to the merger or consolidation iy attached
thervto,

('i’} Where sty cupstifeent corporsilon 18, or would be it
orped under thiz ciapter, 2 Dype £ corperation snder section
‘jJ] e mzs, . z‘m oy 'ri"‘cn;(‘ ”'ha}’- bs‘- i‘é]m‘l nursgant tc, t!nq

t"'sn, ard ,Lma;mw t..ie TLiny i ficaic ins heen made
v ihe EI;*I“"’G T, Az i T {dpproval by
whi :<~‘.,'1 T

i

{g} Upen the fiiing of the ::vrtlilcate of merper or consolida-
tion by the departmicnt of stals or on such dates subsequent
thereto, not to exceed thirty duys, as shall be set forth In such
certificate, the merger or consolidation shall be effected.

(h} The surciving or eonsclidated domestie or Joreign corpo-
vafion siall thereafter eouse a copy of such cordificate, certified
by the department of state, o be Tiled ln the office of the clerk
of each county ln which the office of a constitnent corporation,
ather than the surviving corporaiion, i3 located, and in the office
nf the official wha iz the recording f“'tmev of each county in this
state in which real property of e ccnstituent earporation, other

thun the sumiving corparation, is siiuated,

€1} When =uch mevger or ecnsolidalion has been effscted:

(A} If the surviving or corsolidated covporation is, or is to be,
formed under the iaw of this stato, [t shull be subject to the
bhusiness corporation law spd the effect of suell merger or con-
solidation skall be the =rme as in the ecase of the merger or con-
solidation of domestic corporations under section 906 (Effect of
merger or constlidation) of the businass corporation law, except
that in subparagraph (b} (3} of auch section the word “share-
holder"” shall be read teo include the word “member” as the latter
is defined in this chapter,

L BY If the surviving or ¢ouobidated corporation ig, or is to be,
ineorporated under the law of any jurisdiction other than this
slate, the effect of such merger cr consolidation shall be as pro-
vided in subpavagraph (A), except insofar as the law of such
vther jurisdiction provides otherwise.
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& 7951,  Conversion auvthorized

{2) Business to nonprofit--Any business corporation iy, in
the manner prowvided in this cubchapier, be corveried into a non-
proitt corporation, hess
poratian,

ter desipuated @5 ihe resulting cor-

fty Wonprofit te business~—\ny noaproit corporation may,
in the manpuer provided B this subchapior, he converted into a
buciness corperation, hereinafter desigaated as ifhe cesuiting cor:
poraticn. ’

{c) Exccopuons.—

(1Y This subchapter ¢ all not aethorize zay cenvearsion

invoiving:
{i1 A cooperative corpotation.

(i} Berefiowl, beneveient, frafzrmal or fraternal bene-
fit socicties naving a lodge systan: and o representaiive
fortn of governtent, or transacting any type of insuranve
whatsoevar,

{iif}) Any corporation which by the laws of this Com-
monwealth is subject fo the supervision of the Depart-
ment of Banking, the Insurance Idepariment or the Penn-
sylvania Pubkic Utility Commission.

{2) Paragraph {1} of {lus subsection shall not be rconstrued
as repealiny any statute which provides a procedure for the
conversion of @ nonprofit corporation iuto an insuyrance cor-
poration.

§ 7952,  propostl end edoptlen of plan of conversiocn
(a) Preparsticnn of vl ~A plan of conversien shall be pre-
parad, seting forilo
11 The terms and conditions of 1he converston.

;
{2y The rode of carrving the conversion into effect,

(3} A resta
tion, which articles suall comply with the reguirements of:
{iy the DBusiness Corporation Law if the resulting
carporation 13 £ 2 3 business corporation; or
i3 this article i the resnlling corporation is to be a
acnprofit corporstion,
4) Such other details and provisons as are deemed de-
sirable.

() Proposar and adoption—The plan of conversion shall he
propased and adopied, and may be terminated, in the manner
provided {or the proposal, adoption and termination of a plan of
merger in Ardcle IX of the HBusiness Corporation Law ? {relating
o mergrer and consalidetion}, v the case of a business corpora-
tion which propores to convert into a vonprofit corporation, or in
Subchapter BB ol tlus chapter (relaiing ‘o merper, consolidation
and =ale of asseis), in the case of o nonprefit corporation which
PrODOReSs oy roaveriinie a business corporation.



(¢} Righta of disseniing sharebolders.—If any sharcholder of &
business corporation whist s u bian of conversion into a non-
profit corparasion rer such plan of conversion and shall

3 thie pros

e 1
'\Uan}"}i}’ W

tior Law ® {relat sting sharcholders), such
i ghis and remedies of dis-
seniing sharcholders thercin provided, notwithstaading anything
to i contrary oo osubsection Loof saw section. There shall be
suchuded e ised waih, the notice of mecting of shareholders
carpariton calied oo act spon the plan of conversion

oy ar & sunmpesasy of the plas and © copy of this subsection and
of section 510 of the Business Corparation Low.

charcholder o

of the husire

§ 7953, srticles of converaion

oo the adop

I

of u plan of conversion by the enrporation de-
siring 1o converd, as provided in this subchapter, articles of conver-
ston shall Le exceuted under the seal of the corporation by two duly
authorized efficers thereof, and shall set forth:

(i) The namee of the corporation and the address, including
street and number, if any, of s registered office.

{2} The statute ander which the ¢orporation was incorpo-
rated and the date of incorporation.

(37 If :he plan is to be effective on a specified date, the hour,
if any, and the menth, day and vear of such effcctive date.

r4) The manner in which the plan was adopted by the cor-
peTation,

{5} the plan of conversion,

§ 7954. Filing of articles of conversion

Fhe articles of conversen sbial e dided o the Department of
Stale

§ 7955, Fiffective date of conversion

Upa.. the filing of articles of conversion in the Department of
State, or upon the effcctive date specified 1in the plan of conversion,
whichever is later, the conversion shall become effective,

§ 7956. Effect of conversion

() Business to nonprofit.--Upan the conversion becoming effec-
tive the corporation, if theretofore a business corpuration, shall be
deemed tao he a nonprofit corporation {or all purposes, shalt cease
te be a business eorporation and shali not thereafter operate in any
manner resulting in pecuniary profit, incidentat or otherwise, to its
mwembers or shareholders. “The corporation shall remain tiable for
all existing obligations, public or private, taxes due the Commaon-
wealth or any other taxing authority for periods prier to the effec-
tive date of the conversion, and, as such nonprofit corperation, it
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shall continue to be ontitled to all azsets therefore pertaining to it
as & business corporation,

¢h) Nonprofit te business.--iJpon the conversion becoming ef-
fective the corporat co, of therctefore a nonprofit corporation, shall
L decmed te Lo o b coness covporition for all purpeses, shall ceuse
ta be a nonpraft corpotsation, and ey thereniter operate for a pur-
pOsC O urposes resuliing o pecvmiary profit, incidenta! or other-
wi<e, tois rembers o shareholders, The corporation shall 1ssue
share certifrates 1o vach sharebolder entitled thereto, The cor-
poration shail remain liakle for ail existing obligations, public and
private, taxes dee the Commonwenlth or any other taxing authority
for perinds prior to the etfective date of ihs conversion, and, as
such business corporation, it shall continue (o be eutitled to all asscts
theretofore pertaining to it as a nonprofit corporation except as
atherwise provided by order, if any, obtained pursuant to section
75349(L) of this title (refating to nondiversion of certain property).

CHAPTER 8, DISSOLUTION
Article 1, Voluntary Dissolution
§ 1501. '"Plan of dissolution”

SOURCE:
New

§ 1502. Adopting a plan of dissolution

SOQURCE:
Derived from N.Y., Not-for-Profit Corporation Law § 1001*

§ 1001. Plan of dissolution and dintribution of ssssty

{#) The hoeard shall adopt e plan tor the disseintion of the corpors-
tion &nd Lhe distribution of its rssets. Such plan sball implement any
provision in the ceritieate of incorporation prescribing the distributive
viehts of mrmbers,
th) IT the corporation 1s & Tvpe 1§ or Tepe O corporstion and has ne
Assets o distribute nt the time of dissolution, the plan of dissolution
shall inelwie n statersent o that effect, and a eertified eopy of such
plan shusll Le Tided wirth the altorsey gereral within ten days ofter s
adoptien by e beanl.

COMPARABLE PROVISIONS:
Corp. Code § 4600 (business and nonprofit corporatioma}; Pa,
Corporation Not-for-profit Code § 7961; ABA-ALI Model Non-Profit

Corporation Act §§ 45, 47
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§ 1503. Authorization of plan ro dissolve

SOMPARABRLYE PROVISTONS:
Corp. Code §§ 460C*, 467i(b)(busines: and nenprofit corporations)*;
MUY, Kot=far-Prasic Cernorardieon Law 53 L0G2%, 1102{a){l}*; ABA-ALI

P

Madel Non-Profit Gorporatiun ALt § 43

§ 4600, FElection by sharchoiders; recuired vote, Ano corpo-
rafon may elect to wind up s dfalrs and voluntarily dissclve by the
vote o writien ponsent of shevelelders or members representing 50
percent or mora of {he volng power.

§ 4601, Blestlon by directors; grounds
X * #* * ) L

(b} A corporation which has beer edjudged to
" be bankrupt.

§ 1002, Authorization of plan.

{a) Upon adopting a plan of dissolution and distribution of
assets, the board shall submit it to a vote of the members, Such
plan shall be approved at i meeting of members by two-thirds
vote as provided in paragraph (e) of section 613 (Vote of mem-
bers).

(b If there are no membvers entitled to vote on the dissoiution
of the corporation, the plan of dissoiution and distribution of as-
sets shall be deemed authorized upon its adoption by the hoard.

(¢} Whenever a statute creating, or authorizing the formation
of, a eorporstion requirad approval by a governmental body or
officer for the formation of such corporation, dissolution shall
not be authorized without the approval of such body or officer.

(b The pian of dissointion wnd distribution of gusets ~hall have an-
pexed thereto the appreval of a Gustior of the supree ranet in the
Jnetieini distreiet o which the office of the eorporation is lorated in the
eazet of 8 Tere Boor Type U0 varporntn, god in the ense uf nny other
corparaiion which bobde wesets wp the dime of dissolution leeally re-
quirsd o be asid loroa partendar porpose, exvept thuet ne sueli ap-
provel shall e vequired with tespect to the pien of disseludion of a
corpoaritiion, retereed Ao parasrenh th ool section 1T (Man of
Jtssadation i distedintion ot assets), whick has no vssels to listribute
at the fina of sissolution nnd which has complied with the requirenents
o steh pasTrapd, .‘fwlii\‘;llili!l i the supreme cowrt for an order for
soch appeeesnl )bl be by verifiod petition, with cerrifiod copies of the
sanzrnis prevertbed by dols coction sanexed thervto, anel ugon ten doys
writtes aotire 0 the aporesy general swemuaparisd by ropies ol sneb
petition md eonsenta,
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§ 1102,  sudicial dissoiation; pefiidon by directors or mem-
hers; peiition I case of deadlock among direc-
tors or members
{a) A petition for fhe judicial dissclution of & corporation
may be presented
(1) By & majority of the directors then in office, or by the
members, or such of them as are designaled for such purpose,
when suthorized to do 8¢ by a resolution adopted by majority
vote ag provided in paragraph (c) of section 613 (Vote of mem-
bers) (provided that, notwithstanding any provision of the cer-
tificate of incorporation or the by-laws, & members’ meeting to
consider such s resolution may be called, no more often than once
in wny period of twelve cousecutive months, by ten percent of
the mambesrs entitied to vote thereon or by such Jesser percentage
or number of members as may be provided in the certificate of
incorporation or by-laws), ih the following cases:

~ {A) The assets of the corporation are not sufficient to dis-
charge its liabilities.
_{B)} Diesolution will be beneficial to the members.
{2} By ten percent of the total number of mambers or by any
director, in the following cases:

{A) The directors are so divided respeéting the mansgement
of the corporation's affairs that the votes required for action by’
the board cannot be obtained.

(B) The members are z0 divided that the voles reguired for
the election of directors canuot be obtained.

(C} There is internal dissension and two or more factions of
members are se divided that dissolution would he beneficial to
the members,

(D) The directors or members in control of the corporation
have looted or wasted the corporate assets, have perpetuated the
corporation solely for their personal benefit, or have otherwise
acted in an illegal, oppressive or fraudulen: manner,

{E} The coerporation is no longer able to carry out its purposes.
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§ 1504. Time of commencement of proceedaps

SOURCE ¢
Jerived from Corp. Code § 4604 (bualnesa and nonprofit corporations)*

r"‘§ 4634, Time o comuaenc ot of proceedings. Voluntary pro-
ceedings for winding up the corporation are deermeod o conunence
upan the adoption of the resohulion of sharenclders or divectors of
the corporation electing to wind up and dissolve, or upon the filing
with the corporation of the written consent of sharcholders thereto.
However, if such proceedings zre instituted because of the expira-
ticn of the term of corporate eéxistence or other dissclution of the
+ corporation, the proceedings for winding up are deemed o commence
; &l the date of termination of its corporate existence.

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 1004; Pa. Corporation Net-for-

profit Code § 7965; ABA-ALI Model Non-Profit Corporation Act § 45
§ 1505. Effect of commencement of proceedings
SOURCE:

Corp. Code § 4605 (business and nonprofit corporations) {substantially
the same as part)*

the affairs
§ 4605. Cessaticn of busiposa; noiles of commeneerzent of arecoedlngs; sharohold- m‘
oru; cregtars poration has

tivities Whet & voluntary nrocceding for windinge up la-en-.( Ml zed, the oo r[v“n., e 2l1all been
A¢Livis cease {0 cArry ob beskessyesreit (6t exoont nedeesnry Firet

me Q'M**WMM m#—&rm—rrmw

ef-&%s bustnﬂaa ua-aase%ﬁg er-—be%ﬁg——an wae&e-ar-u ywpaws For the
successful vinding up of those activiiiss and to preserve e the
valu= of the cornorat m*‘" L 558ELS pending s&le or other disposi-

its

tion . The directors forthwith shall
L G written motice of the commencenient »f the procevdimgs Tor veluniery wonding
Tup to he given by mail o all shaseholders and to all koown ereditacs awd elaininnts

whose addregses appear on the rocords of the corporsiloa,

COMPARABLE PROVISICOHS:
N.¥., Hot-for-Frofir Corpc:ratic'ﬂ Law $ 1008, Pa, Corporation Rot-~for-
profit Code § 7965; ABA-ALI Model YNen-Profii Corporation Act § 45

§ 1506. Filing certificate of comuancement of proceedings

SOURCE:
Derived frow Corp. Code & 4603 (businegs and nenprofit corporations)*

§ 4603, Certifieste of elsciion to wind up and disselve; filing;
signing; wverification; contents. Whenever a corporation has elected
to wind up and dissolve a certificate evidencing such election shall be
forthwith filed In the Otffice of the Secretary of State and a copy

.‘_t
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§ 1507.

e e T RN i

f thereof, certified by the Secretary of State, shall be filed in the office

of the county ~lerk of the county in which the principal office of the
corporation is located.

The certificate skail he signed by the president or vice president
and the secretary or assistant secretary, or by at least a majority of
the directors, or by one or more shareholders or members authorized
to do so by sharebolders or members holding or representing at least
50 percent of the voting nowor, and verified by their athdavit stating,
in effect, that the mattere ses forth in the certificate are true of their

own knowledgoe, aned shall set forth: _
{a}) That the corporation has elected to wind up and dissolve.

(b) If the clection was made by the vote or written consent of
shareholders or members, the number of shares or memberships vot-
ing for or consenting to the clection and the total number of out-
standing shares or memberships the holders of which were entitled to
vate or; or consent to the cleciion.

(cy If the certificats be executed by shareholders or members
as such, that the subscribing shareholders or members were author-
ized to execute the certificate by shareholders or members holding
or representing 50 percent or more of the voting power.

(d) If the election to dissolve was made by the board of direc-
tors pursuant to Seetion 4601, the certificate shall alsoe set forth the

tha corporaiion to be within one of the categories described in said

Section 4601,

COMPARABLE PROVISIONS:
Pa. Corporation Not-for-profit Code § 7965

Notice of commencement of proceedings

SOURCE
Derived from N.Y. Not-for~Profit Corporation Law § 1007{a)*

e 18

§ 1007. Notice to creditors; filing or barring claims

{a) At any time after dissolution, the corporation may give 2
notice requiring all creditors and claimants, including any with
uniiquidated or contingent claims and any with whom the eorpo-
ration has unfulfilled contracts, to present their claims in writ-
ing and in detail at a specified place and by a specified day,
which shall not be less than six months after the first publication
of such motice. Such notice shall be published at least once a
week for two successive weeks in a newspaper of general circula-
tion in the county in which the office of the corporation was lo-
cated at the date of dissolution. On or before the date of the
first publication of such notice, the corporation shall mail a copy
thereof, postage prepaid and addressed to his last known ad-
dress, to each person bLelleved to be a creditor of or claimant
against the corporation whose name and address are known to
or ean with due diligence be ascertained by the corporation.
The giving of such notice shall pot constitule a recognition that



any person is a sroper credityr or elnimant, and shall not revive
or make valid, or opassie a@ v rocurnition of the validity of, or
4 oweiver of any defepse or eountercluim in respect of any elamm
aprainst the corporation, its nssets, directors, officers or mem-
serg, whivh Bas beon barred b any ctatute of mitations or be-
sotne invalin wy any cmise, oo an raspeet of which the corpora-
its Jivestors, offizers or wiembers, has any defense or

el it
vilhz, LA

COMPARABLE PROVISIUNS:
Corp. Code § 4605 (business and nonprofit corporaticns)*®; Pa,
Corporation Not~for-profit Code § 7967(b); ABA-ALI Model Non-Profit

Corporation Act § &5

1 4'505'. Ceseation of puainens; notles of commencemant of proceedings; sharshold-
ars; credliors

When a voluntary proceedlng for windlug up has commenced, the corperation ghall
ceast to carry on business except to the extent necessary far the heneficind winding
up therco!, and except during such peried as the board of directors misy deem nee-
essHTY 10 preserve the corporation’s good will or geing-conceru value pending a saje
of its bustness or assets, or both, in whole or In part. The dircetora forthwltk shali
cause written notice of the commencemont of the proceeding for veluntury winding
up to be given by maii fo sil shareholders and to all known croditors und cluimants
whose addresses appear on the records of the corporation.

§ 1508. Function of directors in voluntary proceedings

SOURCL:
Derived from Corp. Code §§ 4300, 480} {business and nonprofit

corporationsa)®

oo™’

; § 4800. Fuuction o* direetors in veluntary proceedings. When
¢ yoluntary proceedings frr winding up or disseiution of 4 corporation
j have been comienced, the board of directors shall continue to act as
£ & board and shall have ull powers (o wind up and settle its affairs.
1 If the directors have nel theretolore elected oflicers of the corpora-
E tior pursuant to Section 521, the directors shall elect them and such
i assistants as the directors deetrn proper.  Any act authorized or ap-
§ proved by & majority of the directors acting as a board is vald and
:

binding as though authorized and consented 1o by all of the directors.

r

e sl
§ 4801. Powers and duties. The powers and duties of the di-
rectors after commencement of such proceedings include, but are not
limited to, the following acts in the name and on behalf of the corpe-
ration:

()} To elect officers and to employ agents and attorneys to lig-
uidate or wind up its affairs.

.y A A, b B,



§ 1509.
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by To comtiove the corduct 5% B briresy insofar as necessary
for the dispasal or winding up thevoof,

(¢} To carry out contracts and ocidect, 28y, compromise, and
settle debts and clairas for or against the carporailon.

(d}y Todefend suits hrouzht apainst the corporation.

fe} Ta sue, In the name of the corforation, for all sums due or
owing fo the rorporation or to recover any of its property,

£y To colnrct any ooounts remaining unpald on subscriptions
to shares or any overpayments or unlawful distributions.

fr}y To sell at public or private sale, exchange, convey, or other-
wise dispase of, all or any part of the assets of the corporation, upon
such terms and couditicns ard for such considerations as such hoard
deeris resconahble or expedieni, and to execute bilis of sale and deeds
of convayance in the nume of the corporation. If sale or exchange
of ali or substantially all of the asseis of a corporation for profit is
made for a consideration consisting in whole or In part of shares,
oplizations, or seeurities of another corporation, domestic or forelgn,
or anv consideration: cther than money, it shall be approved or rati-
fied by the vote or writien consent of holders of shares entitled fo
exercise a majority of the voting power of the corporation, either be-
fore or after the action of the directors.

tht In general, to make contracts and to do any and all things

in the name of the corporation which may be proper or convenient
for the purposes of winding up, settling, and lquidating the affairs

i of the corporation.

COMPARABLE PROVISIONS:

MN.¥., Not-for-Prpfit Corporation Law § 10G06; Pa. Cerporation

for-profit Code § 7967

Court supervision

SOURCE
Nerived from MN.Y¥. Not—for -Profit Corporation Law § 1[008%

& 1008. Juris@iciion of supreme court to supervise dissolu-
tion and Niquldation

f2) At any time alter the Lling of a certiieats of dissolution
under this ariicle, the suprems coart ) the judicia? district
vrhera the of fire of the corporation war ineated ab the dale of s
dissolution, In & special proceeding nstituted under this section,
upon the p.ctitlr)n of the corporation or, in a situation approved
Ly the court, apon the paition of a craditor, elaimant, durector,
officer, member, subscribor for zapital certiticaios, ineorperalor
or the attorneyv-genseral, raay suspend or annul the dissolution or
continve the liguidation of the enrnoration under the Uneryision

R i R PN o
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of the court and may make ail such oraers as it iy deere proper
in all matters in connecticn with the dissmution or the winding

Hot-
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fowing:

L En \’ 0 particcis, and with-
D ros -_a.i af the fol-

{1} Thae deiarminating of ‘e val dity of the asthorization of
tive dissclution of the Corporation and of tie “xecultion and de-
dvery of tne certifien s tnder this article,

gRacy of the notice givel 1o ereditass and ¢laim
decerinined o have necn hadequate, ©

whi

{q‘; Ilf]‘!.;} a,‘
ants and, i7 it

':r:{‘;mrf-.-
tent o sech Furthior sofice as the convt may deera IrDRET.
(4) The delermination of the validddy
veilally of any elaims which have peen
tiomn.

?16 amoant of in-
nresented to the corpora-

(4) The bariing of =il ereditors
timely filed cwima ar prov.ded i
claims have been giogllower by (b o
tion, e ausets, divectors, ofiieers o

SUG clalwmants wha Lave not

sy sueh nobics, or whose
SUrt, a8 taninst the corpors-
ndomenebesa,

(6) The determination and enfarcenient of the lability of any

ghrector officer, member or subueriber for capital cartificates,
to the eorporation er for the Hebilities of the corporation.

{6} The preseniation snd filing of intermediate and final ac-
counts of the directors, the henring thereon, the allowance or dis-

glowance theveo?, and the discharge of the directors, or any of
tirem, Trom their labiiitics.

{7y The administratize of any truss, or tha disposition of any

property held in trust by or for the corporation.

{8} The adenuacy of o nlan of distrivution.

(9} The paymacni, saisiaction or compromise of claims
agdllml the corperation, the retention of asselz for such purpose,
and the determonador of the adeqaacy of provisions made for
pavinent of the Fabilities o the curporation.

(103 The dispositior or destruction ¢f reeords, decursents and
papers of the 2orporatin

(11 The appointin
8 {tlecelver:
the corporntic

(E2y The .

Ioses and as provided in seciy

i ang remeval of o receiver under article
ipy who may e on dli'ﬁ'{fi(}!' ificer or member of

1

AnCE O AT, W0

ar gne ar rmere of the pur-
{linjunction).

(157 The retarn of sabsesipton _,';‘.*».';."Hl?-?lt.“; to subsceribers for
capital verlilDicates, und the making of distributions, in cash or
in kind or partly o oeach, 1o the members.

l
7 Elil

(147 The poyment o the stave compiroller, as abandoned
Tran Pr‘u\', 97 s snder subparegraph I() {4) of section 10435
{ Procedure alter dosaolution).

£15) Wherce asseis warse recelved anc held by the corporation
ar o vurpese spocilied as Type B in paragraph (b)) of zection
or owere segilly reonired to be nsed for a par-
tho distribution »f such assets to one oy more
demestie or Jareien enrpovaiions or otier orpanizations engaged

iy Turgk

in siantaby atclar to these of the dissalved corpo-
b o neties e fne ofiormevegercial cad to such olher ner-

Ut BN, was The cours may decm proper,
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{b) No order annulling a dissolution shali be made under this
seetion if the name of the corporation whose dissolution is to be
aanulled is no longer availzble for use by such eorporation, un-
lexg xuch eorporalion submits with its petition for the annuiment
nf the dissalution a certificate of reservation of another availabie
nLIne.

re} Orders under this section may be entered ex parte, except
trob i such special proceeding was not instituted upon petition of
Lo carporatioaa, nobice shall be riven to the corporation in such
Pranrer as the conrt may dircel. Notice shall be given to other
perscrs nierested, and in sueh manner, as the court may deem
proper, of any hearings and of the entry of any orders on st
matters as the court shall deem proper. All orders made by 1!
eourt under this secfion shall be binding upon the altorpes
general, the corporation, its directors, officers, membiors, suis-
scribers for vcapital cectificates, incorporatobs, creqitors

I claimants,

COMPARABLE PROVISIONS:
Corp. Code §§ 4607, 4609-4619 (business and nonprofit corporationg)*;
Pa. Corporation Not~for-profit Cede § 7968

§ 4607. Court supervision of winding up: petition

If a curporation {s In the proeess of voluntary windlog up, the superior court
of the county in which Lhe principat office of the vorporation is located, upon the
petition of {a) the corporation, or {b) the halders of & percent or more of the num-
ber of its cutstanding shares, or of {v) three or more creditora, or of () three or
more persons who have purchased homnes from a counstruction corporaiion, and
upan such notice to the corporation and to other persons interested in the corpork-
tion as shurelivlders or creditors ag the court may order, may make orders and
adjudpe ns to any and all matiers concerning the winding ep of the affairs of the
COEpOLLiv,

1f the corpuration has, within 18 months prior to the commencement of the pro-
ceedings fur winiding up, been engaged in the bushliess of constructing, or con-
tracting or subcontroctiug for the constroction of bulldings fur residential use,
ther vours o Ball, o nukiog orders and adjodging &s to maiters coneerning the wind-
fnug up, make such provisiey oy 1§ deems reasonably becessary to protect the rights
of the purelnsers of the homes, incdwling rights which may arise agminst the cor-
porativn for breach of warranties in cunuection with the comstruction. The peo-
tecriun o afforded shall extend to rights which may arise with respect to bulld-
tugs whase eomstruction was completed within 18 months prior to the cominence-
meit of e procecdings for winding up, and the orders amd deereey extending the
protectlon shall have a daration of at Jeast 18 months after the fiilng of the petl-
tion but way be wide effeetive for 4 looger period at the discretion of the court.

§ 4609, Determination of claims and assets available for dis
tribution to sharcholders. The jurisdiction of the court includes the
settlemment or determination of all claims of every nature against the
corporation or any of its property, or the amount of money or assets
required to be refained to pay or provide for the payment of such
claims, or any claim, or the amount of money or assets available for
distribution among shareholders from time to time. The court may
order the bringing in of new parties as it deems proper for the deter-
mination of all questions and matters.

-1hk.



§ 4611. Accounts of directors. The jurisdiction of the court
includes the prescntation and the filing of intermediate and final ac-
counts of the directors and hearings thereon, and the allowance, dis-
allowance, or settlement thercof, and the discharge of the directors
from their duties and habilitles.

§ 4612. Appointment and powers of referees. The jurisdiction
of the court includes the appointment of a referce to hear and deter-
mine any or all matters, with such power or authority as the court
or judge may deem proper.

§ 4613. Filling vacancy in board of directors. The jurisdiction
of the court includes the filling of any vacancies in the number of
directors which the directors or shareholders are unable to fill.

§ 4614. Removal, election, and appointment of director. The
jurisdiction of the court includes the removal of any direetor if it
appears that he has been puilty of dishonesty, misconduct, negieet,
or abuse of trust in conducting the winding up, or if he is unable to
act. The court may order an election to fill the vacancy so caused,
and may enjoin, for such time as it considers proper, the reclection
of the directors so removed; or the court, in lieu of ordering an elec-

tion, may appoint a airector to fill the vacancy caused by such rermoy-
al. Any director so ap:pointed by the court shall serve until the next
annual meeting of sharcholders or until his successor is elected or
appointed.

§ 4615. Notice of hearing or order. The jurisdiction of the
court includes the notice to be given of any hearing or any order,
Except in the case of notices for which special provision is made in
this division any notice may be given by mail if so ordered.

§ 4616. Staying actions and proceedings. The jurisdiction of
the court Includes staying the prosecution of any suit, proceeding, or
action against the corporation and requiring the parties to present
and prove their claims in the manner required of creditors.

=145



§ 4617. Provision for satisfaction of unpaid claims, The juris-
diction of the court includes determining whether adequate provision
has been made for payment or satisfaction of all debts and Habilities
not actually paid.

§ 4618. Revocation of election to wind up and dissolve; condi-
tions for protection of shareholders and ereditors. The jurisdiction
of the court includes the revoecation of the election to wind up and
dissolve by the shareholders, and the making of orders for the with-
drawal and termination of proceedings to wind up and dissolve, sub-

jert to conditions for the protection of shareholders and creditors.

§ 4619. Order of dissolution. The jurisdiction of the court in-
cludes the making of an order, upon the allowance or settlement of
the final accounts of the directors, that the cerporation has been
duly wound up and is dissolved, which order shall meet the require-
ments of Section 5204 of this code as to contents, Upon the making
of such order, the corporate existence shall cease except for purposes
of further winding up if needed.

§ 1510. Presentation and proof of claims

SOURCE:
Derived from Corp. Code § 4608 (business and nonprofit corporations)#

§ 4608. Presentation and proof of clains

Jurisdiciion, The jurisdiction of the court includes the presenta-
tion and proof of all claims and demands amainst the colrporation,
whether due or not yet due, contingent, nnlinuidated, or sounding
anly in damages, and the barring from poarticipation of creditors and
claimants failing to make and prescent claims and proofs as roguived
by any order.

a1

Barring claims for lack of timely preseniation and proof. L1
creditors and claimants may be barred from purticipation in any dis-
tribution of the general assets if thev fudl to make and prosent choms
and proofs within such time as the court may direct, which siall not
be less than four nor more than six months aficr the first publion-
tion of notice to creditors unless it appears by affidavit that thers
are no claims, in which case the time limited may be three months.
If it is shown that a elaimant did not receive notice because of ahb-
sence from the State or other cause, the court may allow z claim to be
{filed or presented at any time before distribution is completed.
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SITEE my. Suel: notice to ored-
Itors ‘?1'1'3.4.1 he pubm.; rss e o oweek for three consecu-
tive weeks In some ne W JROT
county in wiwch foe pr ¢
newspaper pthb‘"ei in tht cininy,
designated by the court, et ceedliors ang claimants to make and
present claimis and proofs {o the porson, ut the place, and within the
time limited by the order. A copy c;' ity I‘C-‘Lii‘e shzll be mulled to
each person shown as o rredilor o <aining: by the books of the cor-
poration, at Lis last krown address.

sted, or, i there Is no such
in such newspaper as may be

_ Becured claimy; eif=cf of falluee to present. Holders of sccured
claims may prove for the whoie delt ‘n arder fo realize any defi-
ciency. If such creditors fail fo present their cluims they shall be
barred only as to any right tc ¢lubu ayiinst the general assets for
any deficiency in the amount reabzed on their security.

) I_Jn_matare{i, coafingent, or duputed einims. Before any distribu-
tion is made the amount of any unmatured, contingent, or disputed
claim against the corporation which has been presented and has not
been disallowed, or such part of any such claim as the holder would
be entitled to if the claim were due, established, or absolute, shall be
paid into court and there remain to be paid over to the party when
he becomes entitled thereto, or if he fails to establish his claim, to be
paid over or distributed with the cthor assots of the corpor‘zt'ion to
i those entitied thereto, or such other provision for the pavment of

such claim shall be made as tie ccurt may decmy adequate, If g
creditor whose «lain has been aliowed but Is not yet due consents to
the payment of the prescat vuive of his clain he shall be entitled to
its present valus upon distriboiion.

Limitations of sction oo mofocded Loby
‘ poration on claims which kave e n»
3 within 30 davs aiter writlen notice of rejecticn thercof is given to
the claima:t.

COMPARABLE PROVISIONS:
N.¥Y. Not-for-Profii Covperatics Low § iN07#%: Pa. Corporation Rot-

for-profit Code § 7071

106, Nuuee w0 crewiroms; fing or Brring claims

(a) At any time aficr ¢issoiution, the corpors ition may give
netice requiring all ereditors and cisimanis, including any mth
unliquidated ar contingent cluim: and any w itl: whom the corpo-
ration has anfulfilied confracts, to i esent their claims in writ-
ing and in detail at a specilic A ~inee and by s sneeified day,
which shall not be less than =i unths after 1he first publication
of such noiiee,  Such notice shall be pubiished at Zed.st unee 2
week for twa snecessive weeks in a newspaper of general circula-
tion in the county in whirh the cifice of the corporation was lo-
cated at the date of dissolation. On or before the date of the
f:rst publication of =uch notice, the corporation shatl mail & copy

~Li47-



§

1511.

thereof, postage prepaid and addressed to his last kmown ad-
Jdress, to each person believed to be a ercditor of or claimant
against the corporation whose name and address are known to
or can with due diligence be ascertained by the corporation.
The siving of such notice shall not constitute a recogmition that
any persen is a proper creditor or claimant, and shall not revive
or make valid, or operate as a recognition ol the validity of, or
« waiver of any defense or counterclaim in respect of any ciaim
apainst the corporation, its assets, directors, officers or mem-
i:ars, which has been barred by any statute of limitations or be-
come invalid by «ny cause, or in respect of which the corpora-
tion, its directors, officers or memhers, has any defense or
cutmterclaim. '

{b} Any cleirns which shall have been filed as provided in sueh notice
and whick shall be disputed by the corporation may be submitted for
determination to the supremé court under section 1008 {Jurisdiction of
supreme court to supervise dissofution and ligquidation). A elaim filed by
the trustee or paying agent for the holders of bonds or coupens shall
have the same effect ag if filed by the holder of any such bonds or
coupons. Any person whose elaim is, st the date of the first publi-
cation of such notice, barred by any statute of limitations is not a
creditor or claimant entitled to anv notice under this section or see-
tion 1008. The claim of eény such person and all other clatms which are
not timely filed as provided in sueh notice except claims which are the
subject of litigation on the date of the first publication of such notice
and all elaims which are so filed but are disallowed by the court under
section 1008, shall be forever barred ae sgainst the corporation, its as-
sots, directors, officers and members, except to such extent, if any, as the
court may allow them egainst any remaining assefs of the corporation
in the case of & creditor who shows satisfactory reason for his failure
to file his claim as so provided. If the court requires a further notice
under section 1008, any reference to 8 notice in thia section shall, to
the extent that the court so orders, mean such further notice, except that
a claim which has been filed in accordance with a notice nnder this see-
tion need not be refiled under such farther notice,

(c) Notwithstanding this section and section 1008, tax claims
and other claims of this state and of the United States shall not
be reguired to be filed under those sections, and such elaims shall
not be barred because not so filed, and distribution of the assets
of the corporation, or any part thereof, may be deferred untit
determination of any such claims.

¢y Luborer's wages shall e peolerred eluinms el et 1 pay=
went betore any olher ereditars out of the assels v The vl cantion g

excess of vulid prior Beus or eucnnbranees,

Depoglt of amount due

SOURCE:
New

-148-



COMPARABLY PROVISIONS:
Corp. Code § 5010 {business and nonprofit corporations)*; ¥.Y. Yot~
for-Profit Corporation Law § 1003(a) {4)*

§ 5010. Unetaimed deposit, dividend, or debt; deposit of amount dus

Tt thore is any wwldained deposit or dividend payable, or any debt owed, by
A corporativ’s in provess of winding up or dissolution, to any person whose where-
almints i uukpown fto the Jdirectors, trustees, or ather persons conducting the
winding up, they may deposit the amount due such person with the Stste Treas-
urer or with some bank, ar trust compauy In this State, at intereat, iIf posstble,
i the depostt is made in & bank, or trust company. The deposit shall be accom-
panied with a statement of the name of the porson entltled to the depoelt, divi-
demd. or alebr, the time when the deposit wis made, the dividend deelared, or
the debt ercated, and any information possessad as to the regidence of the per-
son enlitiend to the deposit, dividend, ot dehr,

§ 1005. Procedurc after dissoletion
(a) After dissolution:

¥ * ¥ «

{4) Any assets distributable to a creditor or member who is
unknown or cannot be found, or who is under a disability, shall
b? paid to the state comptroller as  abandoned property within
8iX months from the date fixed for the payment of the final
liquidating distribution, and be subject to the provisions of the
a&bandoned property law.

§ 1512, Disposition of assets

SOURCE:
New

COMPARABLE PROVISIONS:

Corp. Code §§ 9801 (nonprofit corporation)*; 5000, 5001 (business
corporation); N.Y. Not~for-Profit Corporation Law § 1005%; Pa.
Corporation Not-for-profit Code § 7967(c); ABA-ALI Model Xon-Profit

Corporation Act § 46(d)

5 9801. Disposition of azssis; payment af debis; distribution to members; asscty
heid in trust; subordinzte body
Upon the dissolution or winding up of a puuprofit corporation, after paylng or
adequately providing for the debts aud obligations of the corporation, the dirvctors
or persond In charge of the liquidation shull divide any remuining asscts G
the members {n accordance with their respeciive rigiots therein, or dispose of them
in surh other manner ug may be provided in the artieles, unlesy the corporation
holds [ts asscts on any trust or is organized for w ebaritable purpose or purposes.
It the corporztion holds Its assets on trost, or ls orgenized for a charitable pur-
pose or purposes, the assets shall be disposed of i such muuner ay may be dirvetud
by decree of the superior court of the county in which the corporation
has it principal otfice, upon poetition therefor by the Attorney General or
any persou concerncd in the liguidation, in proceedings to which the Atlurney Gen-
cral is a party. '
This wetton does not upply where the ehuarter of an incorporated subordinate
oy 1s surremdered to, taken away, or revoked by the head or nutional body,

<thoa



§ 1005. Procedure after dissolution

{(a} ATter dissolution:

{1} The corporation shal! carry on no activities except for ihe
purpose of winding up itz affairs.

{2} The corporation shall proceed to wind up itz affajes, with
power to fulfill or discharge s contracts, colivet :1s assels, sell
its assets for cash at public or private sale, dischurge or puy its
liabilities, and do all other acts appropriate to Hquodate its busi-
ness.

(3) After paying or adequately providing for the payment of
its liabjlities, the remaining assets of the corporution shall be
distributed in the following manner:

(A) Assets received and held by the corpuration for i purpose
specified as Type B in paragraph (b) of section 201 (Purposes)
or which are legally required to be used for a particular purpose
shall be distfibuted to ene or more domestic or foreign corpora-
tions or other organizations engaged in activities substantially
similar to those of the disselved corporation pursuant to a plan
of distribution adopted as provided in section 1001 {Plan of dis-
solution and distribution of assefs) or as ordered by the court to
which such plan is submitted for approval under section 1002
(Authorization of plan}. Any disposition contuined in any will or
other instrument, in tfrust or otherwize, made before or after
the dissolution, to or for the benefit of any corporation so dis-
solved shall inure to or for the benefit of ithe corporation or or-
ganization acquiring the assets of the dissolved corporation as
provided hercin, and so far as is necessary for that purpose the
corporation or organization acyuiring such disposition shail be
deemed a suceessor to the dissolved corporation: provided, how-
ever, that such disposition shall be devoted by the acquiring
.corporation or organization to the purposes intended by the
testator, donor or grantor.

(B) Other assets, if any, shall be distributed in accordance
with the specifications of the plan of distribution adopted as pro-
vided in section 1001 {Plan of dissolution and distribution of as-

sets) or. to the extent that the certificate of incorporation pre-
seribes the distributive rights of members, or of any class or
ciasses of members, as provided in such certificate.

(1) Any assets distributable to a creditor or member who is
uranawn or cannot be fourd, or who is under a disability, shall
be paid to the state comptraller as shandoned property within
six months from the date fixed for the payment of the final
lguidating distribution, and bhe subject to the provisions of the
abandoned property law.

{l:} Assets shall be distributed under a plan of distribution in
accordinoee with the foilowing order of priorities:

i [} Hnlders of certificates of subvention.

{2) Holders of capital certificates,

£3) AMenibers.
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§ 1513. Member's share in assets distributable to members upon disselution

SOURCE:
New

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 1005(a)(3)(B}*; Pa. Corpora-

tion Not-for-profit Code § 79487 (c’

§ 1005. Procedure after dissolution
(1) After dissolution:

T

(5) After paying or adeguately providing for the payment of
its liabijities, the remaining assels of the corporation skall be
distributed in the following manner:

e ¥ * ¥ *

{B) Other assets, if any, shall be distributed in accordance
with the specifications of the plan of disiribution adepted as pro-
vided in section 1001 {Plan of dissolution and distribution of as-

sets) or, to the extent that the certificate of incorporation pre-
geribes the distribative rights of members, or of any class or
classes of members, as provided in such certificate.

§ 1514. Disposition to dissolved charitable corporation

SOURCE:
Derived from N.Y. Not-for-Profit Corporation Law § 1005(a)(3)({A)*

§ 1005. Erocedure after dissolution
(a) After dizsolufion:

b3 K ¥ K #

(3} After paying or adequately proviling for the prvment of
its liabilities, the remaining assets of Lie corporainm shail he
distributed in the following manner:

{A)} Assets received and held by the corperution for a purpo.
specified as Type B in paragraph (b) of section 201 ( Purpose. )
ar which are legally reguired to be used for a particular purpose
shall be distributed to one or more domestic or foreign corpora.
tions or other organizations engaged in activitios substantiallc
similar to those of the dizsulved eorparation pursnant te a pinn
of distribution adopted as provided in section 1001 {PPlan of dis-
solution and distribution of assets} or as ordered by the court to
which such plan is submitlted for approvul under seclion 1002
{Autherization of plan). Any disposition contatned in any will or

I other nstrument, in trust or otherwise, made belore or alier
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§ 1515.

the dissclution, to or for the benefit ol uny corporation so dis-
seived shall inure to or for the henefis of the corporation or or-
ganization acquiring the assets of the dissmived corporaiion as
provided herein, and so fur as is necessary fov that purpose the
corparation or organizaliva acoulring sueh dispoesiticn shall be
deemed a succesgor to the disselved corporation: provided, how-
ever, that such digpositirm shall be devoted by the aeipurng
corparatinn or organization to the purposes intended by the
testator, donor or granior.

-

Recovery of improper distributions from memhers or distributees

Y T o R 4

SQURCE:;
Derived from Corp. Code { 5012 (husiness and nonprofir corporations)*

§ 5012. Recovery of improper distributions; ratable contribu-
tion; proeess of winding up defined. Whenever in the process of
winding up a corporation any distribution of assets has been made,
otherwise than under an order of court, without prior payment or
adequate provision for payment of any of the debts and liabilities of
the corporation, any amount so improperly distributed to any share-
holder or owner «f shares may be recovered by the corporation or
by its receiver, liqidator, or trustee in bankruptey. Any of such
shareholders or owners may ke joined s defendants in the same ac-
tion or brought in on the motion of any other defendant,

Shareholders or owners of shares who satisfy any liability under
this section shall kave the right of ratable contribution from other
distributees similarly liable. Any shareholder or owner of shares who
has becn compelled to return to the corporation more than his ratable
share of the amount needed to pay the debis and liabilities of the
eorporation may reguire that the corporation recover from any or all
of the other distributees such propordon of the amounts received by
them upon the improper distribution as to give contribution to those
held liable under this section and make the distribution of the assets
fair and ratable, according to the respective rights and preferences
of the shares, after the payment or adequate provision for payment
of all the debts and Habilities of the corporation.

Ag used in. this section “process of winding up”™ includes pro-
ceedings under this chapter and aiso any other distribution of assets
to shareholders made in coniemplation of termination or abandon-
ment of the corporate business.
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§ 1516. Revocation of election; certificate of revocation

SOQURCE:
Derived from Corp. Code § 4606 (business and nonprofit corporations)*

-y

§ 4606. : Revocation of election; certificate of revocation; sign-
ing, verification, filing; contents. A voluntary election to wind up
and dissolve may be revoked .prior to distribution of any assets by
the vote or written consent of shareliolders or members representing
no less than a majority of the voting power, or by resolution of the
board of directors if the election was by the directors pursuant to
Section 4601. Thereupon a certificate evidencing the revocation shall
be subscribed, verified and filed in the manner prescribed by Section
4603,

The certificate shall set forth:

{a) “That the corporation has revoked its election to wind up and
dissolve. o
(b} That no assets have been distributed pursuant to the elec-
tion,

{e) If the revocation was made by the vote or written consent of
sharcholders or members, the number of shares or memberships
voting for aor consenting te the revocation apd the total number of
oastanding shares or memberships the holders of which were en-
titled to vote on or consent to the revocation.

(@) If the election and revocation was by resglution of the board
of directors it shall be so stated,

PR WL N

COMPARAELE PROVISIONS:
N.Y. Not~for~Profit Corporatiop Law §§ 1010, 1012; Pa. Corporatien
Not-for~-profit Code § 7966; ABA-ALI Model Non~-Profit Corporation

Act § 48

§ 1517. Action to suspend or annul dissolution

SOURCE:
New

COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 1008(a){l)*

§ 1008. Jurisdiction of supreme court to supervise dissolu-
tion and liguidation

(a) At any time after the filing of a cerls Feade of dissoindne
under this article, the supreme court in tiv jndicial distoe
wihere the office of the corporation was localed al the date of I
dissolution, in a special proceeding instituled unaer this secitorn
upon the pelition of the corpuration or, in a sifgation approse.
by the wourl, upon the petition of a creditor, claimant, directi
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officer, member, subscriber fur capital certificates, ineorporatur
or the attorney-general, may suspend or annul the «ssolution nr
continue the liguidation of the corporafio. under the suprvisinn
of ithe court and may make ull such orders as it may leem prope:
in all matters in connection with the dissolution or the winding
up of the affairs of the corpuratien, and in particular, and wits
out limiting the generality of the foregoing, in resjivet ol the lol-
lowing:

(1) The determination oi. the validity of the autharization al
the dissolution of the corporation and of the exc-ulinn und e
livery of the certificate of dissolution under this article.

§ 1518. Certificate of final windup and dissolution

SOURCE 3 ' .
Derived from Corp. Code § 5209 {business and nonprofit corporations)*

" § 5200. Cerifficate of wlading vp and dissolutlen; verlfication; contents

Whon g corporation bas heent completely wound up without eourt procredings
therefor. a4 majorlty of the authorized numicr of directors or trustees shall sign
a cortincide of winding up and dissotutlon whieh shall be verified by their atfidavit

stating, in effect, that the matters set forth in the eertificute are true of thelr wwu
knowledge. The gertificate shall state: '

fa] That the corporation has boen completely wonnd up.

(b) Whether its koown debt= and liabitities have Ieen actially pakd, or adequit )y
peavided for, or paid us fac as its assets permirted, or thae it has inesrred no kooweg:
debts or Uabilities, as the case may e, If there are known debls and Lalobitles lor
paymment of which adeguate provision hay been made, the eerfifieate shafl state
what proviglon has been made, settiog farth the name and addreess of the corpora-
tion, person, or governmoental ageney thut has assumed or puarasiesd Lthe pazveas
wr the pame and address of the depositary with wliseh deposit bas been inaade, or
sueh other information as may be necessury (o enable Lhe ersditor ar other porson
fo whotit payment 13 to be made to appear and claim paynentr of tue debi or liabiiny.

i) Whether its known assets have heen distributed to shurehalders or meinlesrs,
or wholly applied on account of its debts and Habilities, or that it scegnited o kpow s,
assets, or, in the cuye of o nonprofit corporation, disteibuted in gceardanee with s
1 articles or court decree, 8s the caxe may be

P A e e’k i

COMPARABLE PROVISIONS:
Pa. Corporation Not-for-profit Code § 7969; ABA-~ALI Model Non-Profit

Corporation Act § 49

§ 1519, Court order of final windup and dissolution; filing; officer's and
director’s liability

SOURCE: _
Derived in part from Corp. Code §§ 5202, 5203 (business and

nonprofit corporations)*

§ 5202. Petition for order of winding up and dissolution; order
to show cause; publication, If the winding up has beer accomplished
without court procesdings, the directors or trustees, in Heu of Aling
1o vertificate of winding up and dissolution, may petition the supe-
viar crawet of the ceunty an which the principal oflice of the corpora-
Uen is located for wn urder decizring the corporatien duly wound up
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and dissolved. Such petitian shall be filed In the name of the corpo-
ration.

Upon the filing of the ~etition the court shall make an order re-
guiring all persons interested to show cause why an order shouid not
be made declaring the corporation duly wound up and dissolved, and
shall direct that the order be served by publication of a copy thercof
in a newspaper of general cireulation in-the county in which the prin-
cipal oflice of tho corporation iz located, or if there is no such news-
paper, in such newspaper as may be dosignated by the court, once a
week for a period of two consecutive months,

: .

ey

e .
§ 5203.. Who may contest petition. Any persons claiming to
be interested as shareholders, creditors, or otherwise may appear in
1 the proceeding at any time before the expiration of 30 days from the
completion of publication of the order to show cause, and contest the
petition.

L~

§ 1520. Assets omitted from winding up

SOURCE:
Subdivision (a) is the same as Corp. Code § 5402 (business and
nonprofit corporations)*; subdivision (b) is new.
§ 5402. Assets omitted from winding up; distribution. Any
\ assets Inadvertently or ctherwise omitted from the winding up con-
g’ tinue in the dissolved corperation for the benefit of the persons en-
. titled thereto upon dissclti» of the corporation, and on realization
i shall be distributed accordingly. :

COMPARABLE PROVISIONS:
Pa. Corporation Not-for~profit Cadn 5 7971(b)*

§ 7971. Survival of remedics and rights after dissolution

% «r * * "

(b} Rights and assets.—The dissolution of a nonprofit corpora-
tion shall not take away or impair any property right, tangible or
mtangible, including any right of action, of such corporation.
Should any such property right be discovered after the dissolution
of the corporation, the surviving member or members of the board
of directors or other body which wound up the affairs of the cor-
poration, or a receiver appointed by the court, shall have authority
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Article 2.

to enforce such property right and to collect and divide the assets
so discovered among the persons entitled thereto and to prosecute
actions in the corporate name of the corporation. Any assets 50
collected shall be distributed and disposed of in accordance with
the applicable decree of court, if any, otherwise in accordance with

this subchapter,

Involuntary Dissolution

§ 1601. Action for involuntary dissolution; plaintiffs

SOURCE: o
Derived from H.Y. Not~for-Profit Corporation Law § 1102%

14

;
j

|
f
|
|

§ 1102. Judicial dissolation; petition by direcfors or mem-
bers; petition in case of deadlock among direc-

tors or members
(a) A petition for the judicial dissolution of a corporation

may be presented:

{1) By a majority of the directors then in office, or by the
members, or.such of them as are desiznated for such purpose,
when zuthorized to do so by a resclution adopted by majority
vote as provided in paragraph {c) of section 613 {Vote of men:-
bers} (provided that, notwithstanding any provision of the cev-
tificate of incorporation or the by-laws, a members” meeting o
consider such a resolution may be called, no more often than once
in any period of twelve consecytive months, by ten percent of
the members entitled to vole thereon or by such lesser percentage
or number of members as may be provided in the ecertificate of
incorporation or by-laws), in the following cases:

(A) The assets of the corporation are not sufTicient to dis-
charge its lighilities.
(B) Dissclution will be beneficial to the members,

F {(2) By ten percent of the total number of members or by any

director, in the following cases:

(A} The directors are so divided respecting the management
of the corporation’s affairs that the votes required for action by
the board cannot be obtained.

{B) The members are so divided that the votes required for
the election of directors eannot be obtained,

{C) There is internal dissension and two or more factions of
members are so divided that dissolution would be beneficial to
the members.

{D) The directors or members in contrel of the corporation
have looted or wasted the corporate assets, have perpetuated the
corporation solely for their personal benefit, or have otherwise
acted in an illegal, oppressive or fraudulent manner.
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(E} The corporation is no longer able to earry out its purposes.
() In any procecding for juuiciuai dissolubion the attorney-
general shall be a necessary pariy.

COMPARABLE PROVISIONS:
Corp. Code § 4650 (business and nenprofit corporations)*; Pa.
Corporation Not-for-profit Code § 7981; ABA-ALI Model Nom-Profit

Corporation Act § 54

4650. A complaint for imveluntary winding up or dissolu-
tion of a corporation other than one subject to the Dank Aet,
the Puoblic Utilities Aet, the Boilding and Loan Asspeiation
Act, or Article 14 (commeneiny with Section 1010} of Chap-
ter 1 of Part 2 of Division 1 of the Insurance Code may be
filed in the superior eourt of the county in whichi-the principal
office is located by the persons deseribed in any of the follow-
ing subdivisions:

" {a) One-half of the directors.

(b) A sharehalder or shareholders who have been record
holders for a period of not less than six months and who hold
not less then 334 percent of the number of outstanding shares,
exclusive of shares owned by persons who are alleged in the
complaint and subsequently found by the gourt to have per-
sonally participated in any of the transactions enumerated in
subdivision {e) of Section 4651,

(e) Any shareholder if the reason for dissolntion is that the
period fur which the eorporation was formed has terminated
without extension thereof.

§ 1602, Grounds for dissolution

SOURCE:
Derived from Corp. Code § 4651 (business and nonprofit corporations)*
L
§ 4651, Verified complaint; econtents; grounds for action. The
court, upcn filing of a verified complaint, may entertain proceedings
for the involunt:ry winding up or dissolution of such a corporation,
when it is shown that any one or more of the following reasons exist:

{a) The corporation has abandoned its business for more than
: one year.

(b} The corporation has an even number of directors who are
equally divided and cannot agree as to the management of its affairs,
so that its business cannot longer be conducted to advantage or s0
that there is danger that its property and business will be impaired
and lost.

{c) The holders of the voting shares of the corporation are so
divided into factions that they cannot agree upon or elect a board of
directors consisting of an uneven number.

A 5 e Al
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(d) There is internal dissension and two or more factions of
shareholders in the corporation are so deadlocked that its business
cannot longer be conducted with advantage to its shareholders.

{e) The directors or those in control of the corporation have
been guilty of persistent fraud, mismanagement, or abuse of author-

ity, or persistent unfairness toward minority shareholders, or its
property is being misapplied, wasted, or lost by its directors or of-
ficers,

P T b 5 o i e B e e, M o

(f} The liguidation is reasonably necessary for the protection
of the_rights or interests of any substantial number of the share-
holders, or of the complaining shareholders.

. {(g) The pericd for which the corporation was formed has ter-
i minated without extension of such period.

CUMPARABLE PROVISIONS:
N.¥. Not-for-Profit Corporation Law § 1102*, Pa. Corporation Not-

gor-—profit Code § 798l; ABA-ALI Model Non-Profit Corporation Aet
54

§ 1102. Judicial dissolution; petition by direetors or meni-
bers; petition in case of deadlorh among divec-
{ors or members

(a) A petitien for the judicial dissnlutiven o a corporation
may be presented :

(1) By a majority of the directors then in office, or Ly thie
niembers, or such of them as are designuled for such purpes.e.
when authorized to do so by a resolution adopted by majority
vote as provided in paragraph ic) of seclion 613 (Vote of mem-
bers) {provided that, notwithstunding any provision of the cer-
tificate of incorporation or the by-laws, 1 members’ mectingr e
consider such a resolution may be called, nu more often than once
in any period of tweive conscoutive months, by ten percent al
the members entitled to vote thereon or by such lessey percentige
or number of members as mav be provided in the certificate ol
incorporation or by-laws), in the following cases:

{A) The assels of the corporation are not sufficient tu dis
charge its liabilities.

(B} Dissoiution will be beneficial to the members,

(2) By ten percent of the total numbeyr of remilers or by any
director, in the following cases:

(AY The directors are so divifded respecting the management
of the corporation’s affairs thal {he vutes required for action by
the hoard cannot Le obtained.

(I3Y The members arc so divided thai the voles reguired for
the election ol dirceiors cannot bhe obtainad.
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§ 1603,

(CF There is jnterns! divaension and wo or moee factions of
members aure so divided thaf dissolution would he beneficial o

the membors,

(D) The diveciors or nembers o contral L7 {he corporalion
have looted or wasted the corporaie nsels, June Puorpetwited the
corporation sclely for their persona Benelit, or luvve othorwise

acted in an inegad, oppressive or rcdulens manner,

tIN) The eorvoration i« no ionger able to carry out ite purposes.

th) In any procecding for Judicial dissolution the attorney-

general siuc] be a necessary party.

Grounds for acticn brought by Attorney General

SOURCE: :
Derived from Corp. Code §§ 4690, 4691 (business and nonprofit

corporations)*

\

a2 B T

JHL 0 Phe Atoriey Goneral may bringe au aclion asainst
iy corporiation or purporied carporation, in the e of the
poeopoae of this state upon ks own informaion, or upon com-
plaint of @ private party, te procure s idanent Jissulving the
curporation aml annalling, vaeating, vr forfeiling its corpo-
rute existenee upon any af tie Tolowiie eroynds

ind The vurporation Las seriously offended against any
provision of the statules regulaiong varporations.

iy The corperation fravchdently has abused or usurped
corporite Priviieges 6r pnwers

{e7 The eorporation has vicleted any provision of law by
auy act or default which urder the faw s a ground of fur-
foitire of corporale exiztenes,

L) The eorporation Lus ailed to pay to the Franchise Tax

Board fur u period of five years uny tax imposed upeon it by the
Bank and Corpuration Tax Law.

]

§ 4691. Notice to correct violation er deficiency;

condlfion

precedent to action. However, if the cause of action is a matter or
act which the corporation has done or omitted to do that can be cor-
rected by amendment of its articles or by other corporate action,
such suit shall not be maintained unless (a) the Attorney General, at
least 30 days prior to the institution of suit, has given the corpora-
tion written notice of the matter or act done or omitted 1o be done,
and (b) the corporation has failed, neglected, or refused to institute
proceedings to correct it within the 30-day period or thereafter fails

to prosecute such proceedings.
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COMPARABLE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 110l; Pa. Corporation Hot-

for-profit Code § 7990%; ABA-ALI Model Non-Profit Corporation
Act § 51

§ 7990. Actions to revole corporate franchises

(a) General rule.—The Altorney General may institute proceed-
ings to revoke the articies and runchises of a nonprofit corporation
if it ‘

(3) misused or failed to use its powers, privileges or fran-
chises;

(2% procurcd its articles by fraud; or

{31 should not have been incorporated under the statutory
authority relied upon.

(by Powers of court.—In cvery aclion instituted under subsec-
tion {a} of ihis section the court shall have power to wind up the
affairs of and to dissolve the corporation in the manner provided
:a this subchapter, :

§ 1604. Service; intervention

SOURCE:

Subdivision (a) 1is the same as Corp. Code § 4652 (business and
nonprofit corporations)*; subdivigsion (b) is the same in substance
as Corp. Code § 4653 (business and nonprofit corporations)*.

§ 4652. I.-m_u:jmcn :mq service of summons. Upon the filiny of
a verified compaint lor involuntary winding up or dissolution of a

f:m‘.purafmn a surumons snall be issued and served on the carparation
| as in other civil acrtions.,

4653, At any time prior to the trial of the action , any
ahga{ehelder member or creditor may intervene theredm in the
action .
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COMPARABLE PROVISICHNS: _
N.Y. Not-for-Profit Corporation Law § 1104; ABA-ALI Model Neon-Profit

Corporation Act § 53
§ 1605. Appointment of recelver
SOURCE:

Corp. Code § 4656 (business and nonprofit corporations) (substantially
the same)*

§ 4656, Appointment of receiver; motice and hearing; security.
If = Re-tirRe-ef-the--flRg-p aint -for involuntary dissolution

AT

or-at-pry-time-ithereafigr , after the filing of a complaint under
this article, the court has reasonable grounds to bee

lieve that unless a receiver of the corporation is appointed the inter-

ests of the corporation and its shareholders will suffer pending the

hearing and determination of the complaint, upon the application of

4 the-plaintiffy the Attorney General or any party and after e-heawing
upeR-gueh~Reiice-ta-the-ecorporniion-an-the-couri-may-direes-and-upen

notice and a hearing and the giving of security pursuant to

Sections 566 and 567 of the Code of Civil Procedure, the court may
appoint a recciver to take gver and manage the business and affairs
of the corporation and to preserve its property pending the hearing
and determination of the complaint fer-disselution ,

Sl gt g e

f

COMPARABLE PROVISIONS:
N.Y. Not~for-Profit Corporation Law § 11115 Pa. Corporation Not-
go;gprofit Code § 7984; ABA~ALT Model Non-Profit Corporation Act
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§ 1606. Authority of court te grant relief

SOURCT

Derived from Corp. Code §5 4657, 4692
porations}®

g

(business and nonprofit cor-

1 é 4657. Order for windivg ap and dissolution.  After hearing)

y  the court may decree a winding up and disecitition of the corporation! MzMBERS'

;if cause therefor is shiwn, or, with or without winding up and dissolu-f ACTION
tion, may make such orders and decrses and insue such infunctions in|

the cause as justice and equity require. :

e aa

S

-

~

\

§ 4692, Authiority

cof court, Inoany sach act
S AbdL. \ . 3 W cilnn, the cou y
avder dissolution or <uch athepr or partind retief ag it’deems j;:tnzlggi

e :(:-rii(-nt_ The cowrt slso nay appoint a receiver for winding up the ATTORNEY
aﬂ*“!‘»‘f of thC‘ corporation, or may order that the corpore?tion be & SNERAL' S
wound up by its Loard of directors subject to the supervision of the ACTION

court and tn its power to m
solution and winding up.

e A I e OORRIIAL-T . 8 e

ake orders as in cuse of voluntary dis-

COMPARABLE PROVISIONS:

N.¥. Not-for-Profit Corporation Law § 1109; ABA-ALI Model Non-Profit
Corporation Act § 55

§ 1607. Supervision of the court

SOURCE:
Derived from Corp. Code § 4654 {(business and nonprofit corporations)*

5 § 4654. Jurisdiction; venue. The superior court of the county
in which the principal office of the corporation is located shall have

jurisdiction of an action for mvcluntary winding up or dissolution of
the corporation, and may make such orders for winding up and dis-
solution of the corporation as justice and equity require, including
orders providing for the presentation of claims of creditors and the
barring from participation of creditors and elaimants failing to make
claims and present proofs as required, as in case of proceedings for

xmmﬁ,imwﬁ

3

i vaoluntary winding up and dissolution.

COMPARAELE PROVISIONS:
Pa. Corporation Not-for-profit Code § 7987; ABA-ALI Model Non-Profit
Corporation Act § 55



§ 1608, Time of commencement of proceedings; effect; notice

SOURCL :
Subdivision (3) is the same in substance as Corp. Code § 4660

{business and nonprofit corporations)*; subdivision (b) 1s the
same 1in substancs as part of Corp. Cnde § 4661 (business and

nonprofit corporatiens)*; subdivision (¢} 1s new.

~

'g § 4660. Time of commencement of praceedings. Involuntary
t Droceedings for winding up a corporation are deemed to commence

wnen the order fewr requiring the corporation to winding
wind up and dissolve is zntered.

I § 4661, (/essahon of business; notice of commencement of pro-

i

;E oeedmgs When ar involuniury vrocecding for u.mdmg ug has com-

: mmenced, the corporation shull cease 1o Carry on -bm except to M
the axtent necessary Tor the beaefieigl-winding-up-therees
successful winding up of those activities or the preserva-

tion of the value of the corporation's assets pending sale
or other disposition . The di-

_Tectors shall cause written notice of the commencement of the pro-
c:eedmg for involuntary winding up or dissolution to be given by mail
to all sharehoiders and to all known creditors and claimants whose
addresses appear on the records of the corporation, unless the order
for winding up bas been stayed by appeal therefrom or othbrwise, or
the procecding or the execution of the order has been enjoined.

§ 1609. Provisional director

SOURCE:
Corp. Code § 4655 (business and nonprofit corporations) (substantially

the same)*

i § 4655. Appointment of provisional director; deadlocked board.
In case of a deadlock in the board of directors as set {orth in sub- 1602
division (b) of Section 46544 notwithstanding any provisions of the o=z

artlcles or hy- }aws e&éhe—ee&gm-tmthe court mdb‘r—lﬁ—aﬂ-a@aeﬂ-f&?-

- A ppoint

e R

a provmonal dlrector. The provisions of subdwmmn {h) of Section
ﬁ'tf%apﬂly to any such provisional director so appointed. ( 815.5 ]
| —
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Applicabilisy of veolunrary dissolution provisions

§ 16l0.

SOYRCE:

Darived frem LY. Db foi=Trabby Cerpovation Law $ O 11150%
m
i

b ] . . .

§ 3 1l 15. Appaesinits F obucr provisions
(23 Subgec’ Lo L Doe s o0t this achicle, tie provisions of

fher Farolonon TG (Corporate ac-
afire ciseoiotion . §9C7 (Notice to
5 Jurisdiction of

secticn 1003 Procedure afis
ton and survival of renedies
croditors - Jiling or Darding Jdatmisy oang 10
supreime court $o fepervist dissclotion and Houidation shall ap-
piv to a eorporatinon discheed under 1h

{b} Any orders nrovies! for in section 08, may be made at
any staye of an uelion ar special rocceding Tor dissolution of a
corporation nnder thiz article, and if the covpsration is dissolved
urder this article, the cours may retain Jurssdiction for the pur

Lyonriicle.

nose of making such orders, affer the dissolation, in such action
or apecial proceeding.,  The court may also make such orders in
separate special proceedings, a3 provided in section 100E.

{c) Nolice to ereditors and claimants, provided for in section
1007, may also be given, by order of the court, at any stage of an
aetion or special proceeding for dissolution of & corporation un-
Jer this article,

Ml s WL i Rnbm P AR T o g, .

COMPARAELE PROVISIONS:
Corp. Code §% 4802, 4803 (business and nonprofit corporations)*

§ 4802, Function of directors in involantary proceedings; court
supervision; powers and dofies. When invoiuntary proceedings for
winding up or dissclution of a corporation have been commenced, the
bourd of directors shall conduct the winding up of the afizirs of the
carperation, subjeet to the superviston of the court and the power to
malke orders, as in case of voluntary winding up unless other per-
sons are appointed by the court, on good cause shown, o conduct the
winding up.

The directors or such other persons shall have the same powers,
duties, and general anthority as the directors in case of voluniary
winding up and dissolution, and, subject to any restrictions imposed
by the court, may excreise ali their powers through the execuiive

officers without any crder of court,

§ 4803. riling vacaney in bsard. A vacancy oceurring in the
office of director by death, resivnaticy, fatlure or inability to act, or
otherwise, during voluntary or involuntary dissolution or winding up
of a corporation, may be filled by the vole or wrilten consent of the



holders of shares representing a majority of the voting power. Until
such action by shareholders a majority of the remaining direclors,
though less than a quorur, may fill the vacaney; but at any iime
thereafter the person so appointed may be removed and his successor
elected by the vate of the holders of shares representing a majority
of the voling power.

§ 161l. Discontinuance

SOURCI::
Qerived from N.Y, lot-for-Frofit Corporation Law § 1]114*

§ 1114, Dbiscontinuanee of action or special proceeding

An action or spegial proceeding for the dissolution of a corne-
railon mue he ediscortinued at anv slage when it is established
thut the cause for dissolution did not exist or no longer exists,
by suel event, the court shall dismiss the action or special pro-
cocdings atzd divect any reesiver Lo redeaver to the corporution all

et propesty,

COMPARABLLE PROVISIONS:
ABA-ALI Model Non-Profit Corporation Act § 58

CHAPTER 9. FOREIGN CORPORATIONS
Article 1. General Provisions
§ 1701. "Conducting intrastate activities”

SOURCL:
Derived from ABA~ALI Model Non-Profit Corporation Act § 63%

SECTION 63. ADMISSION OF FOREIGN
CORPORATION

No foreien corporation shall have the right to conduct
affaive n this Srate undii it shadl have procured a certificate
of avtherity 5o to do from the Secrctary of State. No for-
eren carparatian shall be entitled to procure a cerrificare
of autharicv vnder this Act to condoet in this State anv
affairs which a cornarntion oreaaized under this Act s
prohthited from eondoctine, A forelon corparation <hali
nnt be denied a certifiente of anthority by reason of the
fact that the Inws of the state or corntry ander which such
corporation is orcenized gvwverning its oreanizatinn and

I
I
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iniernal afairs diter {oom the Taws of this State, and
nothing in thic Aet cantained shall be construed to zuthor-
ize this Stote fo reruinte the o ranization or the niernnd
ﬂfuns of such corporation.

e
-

Wit excindines ather acrivities which May not cnpn-

.

b strtute urd!*rhr g affairs in this St nﬂ 2 foreion COrpors
; tem stiall not he tm‘:mlpui o Be conteiaetine affairs oy ihie
r» State, for the purposes of this Act, h‘ eason of carTviny

cnin this State any one or miore of the followine neriviches

{2} Mamtaining or defending any action o snit ar anw
¢ administrative or arbiiration procecding, nr effeeting the
settlement therenf or the ~.c*ﬂvirm,+ of clging or disnntec.

LR

(Y Helding mectines of s directors ar menthers or
coocarrying on SHher activites eoncerning ity tnternal affaies,

.

e

: ' 1 : -
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(d) Creating evidences of deht, mortgages o lens on
real or personal praperty,

T b s

i e} Securing or collecting debts due to it or enforcing
any rights in property sccuring the same.

(1) Conducting its affairs in interstate commerce.

(g} Granting funds.
- (h) Distribuiing information to its members.

(i) Conducting an isolated transaction comnpleted
within a period of thirty days and not in the course of a
nutther of repeated transactions of hike nature.

-

COMPARACLE PROVISIOCNS:
Corp. Code § 6203 (business and nonprofit corporations)®; ¥.Y.

dot-for-Profit Corporation Law § 1301%; Pa. Corporation iot-for-
prefit Code § B122

§ 6203. Transact intrastate business. “Transact Intrastate busi-
ness” means entering into repeated and successive transactions of its
business in this State, other than interstate or foreign commerce.

§ 1301,  Auvthorization of foreign corporations

i) A foreipgn eorporation shall not conduet activities in this
state until it Las been authorized to do so as provided in this ar-
tiele, A forepm corporation may be authorized to conduet in
thes atale aon actisifies which may be conducted lawfully in this
stabe Ly oo domestie corporation, Lo the extent that it {s avthorized

«166-



1o eonduct such activities in the jurisdiction of its incorpora-
tinny, but no otlier uctivities. ‘
1) Without excluding other aets which may not constitute
conducting activities in this state, a foreign corporation shall
not he considered to be conducting activities in this state, for
the | arposes of thiy chapter, by reason of doing in this state any
urer w0 miore of the following acts:

(1) Muaiutnining or defending any action or proceeding,
whether L udieln], administrative, arbitrative or otherwise, or

effecting settlement thereof or the seftlement of claimz or d.«
putes. ,

{2) Holding meetings of its directors or its members.

{3) Maintaining bank accounts.

{4) Maintaining offices or agencies only for the trausfer,
exchange and registration of its securities, or appeinting and
maintaining trustees or depositaries with relation to its securi-
ties,

(6) Granting funda.

(6} Distributing information to its members,

(¢) The specification in paragraph (b) does not establish «
standard for activities which may subject a foreigm corpora-

tion to service of process under this chapter or any other stat-
ute of this state,

§ 1702, Application of other provisions

SQURCE:
Naw

COMPARABLE PROVISIONS:
N.Y., Not-for-Profit Corporation Law § 1320%; Pa. Corporation
Not-for-profit Code § B145

§ 1320. Applicability of other provisions

(u) ! In additions * to avticles L (Short title; definitions; ap-
plication; certificates; miscellaneous) * and 2 (Corpqrate name
and service of process) * and the oiher sections of m:txcle 13, the
following provisions, to the extent providefi .t}}ere_m, s%mll ap-
ply to a foreign covporation conhducting activities in this state,
its divectors, officers and members .

(1) Sectivn 623 (Members’ derivutive actio{l lrvrought in the
right of the corporation to procure u judgment in 1t§ fawor}. '

(2) Sections 721 (Exelusivity of statutory provisions for in-
demnification of directors and officers} through 727 {Insurance
for indemnification of divectors and officera}, inclusivg.

(1) Sectivn 906 (Merger or consalidation of domestic and for-
cirn earporations),
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§ 1703. Liability of directors and officers

SOURCE:
New

COMPARABLE PROVISIONS:

Corp. Code §§ 6601, €804 (business aud nonprofit corperationsg)*;
N.Y, Hot-for-Profit Corporation Law § 1321; Pa. Corporation Not-
for~profit Code § 8l45*

§ 6601. Liabilities of directors; enforcement. The directors of
a foreign corporation iransacting business in this State are liable to
the corporation, its sharecholders, creditors, receiver, liguidator, or
trustee in bankruptey for the making of unauthorized dividends, pur-
chases of its shares, or distributions of assets, or false certificates,
reports or public notices or other viclations of official duty, according
to the Jaws of the State or place of incorporation, whether committed

- or done in this State or elsewhere. Such liabilities may be enforced
in the courts of this State.

§ 6804. Foreign incorporation as defense to prosecution for vio-
fation. In a prosecution for a violation of Section 1307, 1309, 1511,
3019, 3020, 3021, or 3022, the fact that the corporation was a foreign
corporation is not a defense, if it was carrying on business or keep-
ing an office therefor within this State.

§ 8145. Applicability of certain safeguards to foreign cor-
porations

{a) Application.—7This scetion shall be applicable to any quais-
ficd or nonqualified foreign corporatinn:

{1y which derived mere than one-half of s revenues for
the preceding three fiscal years, or such partion thereol os
the corporation was in exisience, from sources within this
Commonweaith and was at any time during such period doing
husiness within this Comrionwealth on the basis of the mist
minimal contacts wtth this Commonwealth permitted under
the Constitution of the United States: or

{2) at least a majority of the bona fide members of which
are residents of this Commonwealth,

(b) Internal affairs doctrine not applicable. --The General As-
sembly hercby finds and determines that the foreign carporations
to which this section applies substantiaily affect this Common-
wealth, No court of this Commonwealth shall hereafter dismiss

-1



or stiy any action or proceeding by a member, Jirector, officer or
agent of such a courporaticn, as such, against such corparation or
any onc or more of the members, directors, offivers ar agents there-
of, as such, on the ground that such corporation is a foreign coe-
poration or that the cause of action relates to the internal affzirs
thereof, but every such action shall proceed with like effect as i
such corporation were a domestic corporation.  Lxcept as provided
in subsection (¢} of this sectron, the court having jurisdiction of
the action or proceeding shall app ly-the Iaw of the furisdiction un-
der which the foreign corporation was incorporated,

(c) Minimum safeguards.—The following provisions of this part
shall be applicable to foreign corporations to which this scetion
applies, except that nothing in this subseetion shadl require the
fiting of any document m the Department of State as a prerequisite
to the validity of any corporace action or the daing of any curpo-
rute action by the fureign corporation which s impossible under
the Iaws of its demiciliary junsdiction:
(1} Section 7504(L) (refating to ‘u[optmr and content of Ly-
laws}.

{2} Section 7508 {relating to corporate records; inspection).

(3) Section 7535 (relating to annual repert of directors or
other body).

{4} Section 7743 (relating to mandatory indemnification).

{3y Seciion 7755 (relating to time of holding meetings of
moembersl,

() Sectien 773%{e) {relaning {o votung lists).

i73y Rection 77391 (relating to minimum requirements).

(R) Seciinn 7702 (relating to judges of clection).

{91 Seetion 774 (relating to appointment of custodian of
corporation un deadlock or alther cause).

(10 Sectinn 7707 (1) {relating to expalsion].

£11) Subchapter E of Chapter 771 (relating to judiciab su-
pervision of corporate action},

{12} Clapter 79# {relating to fundamental changes).

For the purpeses of this subsection, corporate action shall not he
deemed to he impussible under the faws of the domiciliary juris-
diction af a forvign corperation merely because prohibited or re-
atrivted by the terms of the articles, certificate of incorporation,
bylaws or other urganic law of the corporation, but the court may
requite the corporation to amend such organic law so as to be
con=istent with the minimam safegruards preseribed by this subsec-
tion.

(d) Section exclusive—No provision of this article, other than
the provisions of this section, shall be construed to regulate the
iscorporation orointernal affsirs of a foreign corporation,
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§ 1704, Misleading or deceptive corporate name

SOURCE:
Derived frow Corp. Code § 0404 (business and monprofit corporations)#

G404. No forelgn corporstion having o naiwe whirh s
Iikely to mislead the publi . or which is the same as, or resembles
so closely as to tend 1o Gocctees Tat the nane of 2 domestie cor
poration, £b) the name of a forelgn corporation which 1= author-
ized to fransact husiness in thig sfate, o Je) it nume whick is
under roservalion for g proposed wr;-maz‘:on, shall transact
business in this state ar gualify o do so by compiying with the
provisions of his v hnpf.'z'. ner Ble with the Reerdlary of State
a vopy of any deesenent By which any such nome is adopted,
unless und unsi opfher: (1) F slains an order from 8 coutt of
competent jurisdiciion permenently restraiuing the ather eor-
poration frow: doinz business in ihie sfate under that namo
and it files with the Seeretiry af State a copy of the order of
court, duu certifiod by tne ciork of' thi: court; or (it} the Sce-
retary of Srate fods, npon proo’ by atfidayvit or otherwise as
he may determiue, ti,rn, tle businrews fo be eondaeted in this
state hy sald foreign corporation s not the same as or similar
to the business being eondueted by the corparation {or to be
conducted by the proposed corporation) with whose name it

“may conflict and that the publie s not likely to be deceived,
and said foreign eorporation aprees that it will add to its cor-
porate name some distinouishing word or words aceeptable to
the Seeretary of State and that it will nse {and the corpora-
tion shall in faet use) the corporale name with such addition
in all of its dealings with the Secretury of, State and in the
eenduet of its affnirs i this stale.

COMPARABLE PROVISIONS:
Pa. Corporation Not-for-profit Code § 8123; ABA~ALI Model Non-Profit

Corporation Act § 65
§ 1705. Articles as evidence
SQURCE:

Corp. Code § 480N (bu=iness and nonprofit corperations) (same in
substance)®

§ 6600. Articles or certificate of [nrarperation xs gvidence
‘i a} ) Al any aetien or proceeding, eivil or eriminal, in any court of this State, a copy
ol the articles emvenpifeeie—iitosrpesebbor or other incorporation papers of A
foreign corporation purporting o be duly certifled by the Secretary of State or
other competent officiad of the State or plaes under the laws of which the corpo-
ration purnacts ta e meorperalesd, or tie origingl of any such instrument, or a
copy of such certified copy Jduly errtified, 1s admissible o evidence by all eourds, and
is prima facte evidenee of the incorporation, cxistence, and powers of the corpora-

tlon.

b} Certified coples of edak the instruments referred to in sub-
division {a) may be filed in the “county clerk's office in
the ¢ounry where the foreign corporation held or hotds real property and, when

50 fled, are eonclusive evidence of the incarporation and powers of the corporation
i favor of any bona fide purchaser ur encumbrancer of such property for value,

whether or noi the corporation 4e-@eing-busineas-in-this-S4ate has
guglified to conduct intrastate activities .
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§ 1706. Judicial notice of official acts

SQURCE:
Corp. Code § 6602 {business and nonprofit corporations} {same)*

G602, In apy action or proveeding, the court ies Jwdicial
notice, in the same manner fhat i takes Judiem? neice of the
matters [isted i Seetion 4532 o7 the Svidenee Code, of the
¢ offieial aets affeeting rorporations of e legisiative, excentive,
. abd Judicial departments of the =tate or place wnder the
o laws of which the corporation purporis 1o e Gweorporaved.

Article 2. Qualificatioen to Conduct Intrastate Activities
§ 1751. Qualification of foreign corporations

SOURCE:

Subdivision (a) is derived from the first paragraph of Corp, Code
§ 6403 (business and nonprofit corporations}*; subdivision (b) is

derived from N.Y, Not-for-Profit Corporation Law § 1301{a)*.

)

£ 6403. A foreign ecorparation shal! net transpct intrastate

%business i this swate without having Arst obtamed from the
E Recretury of State g certificate of gualificution. o obtatn sueh
&‘certiﬁeaf&', the corporation shall file with the Seerctury of
Stute, on a form preseribed by him, 4 statement and desiona-
tion in its eorporate nume, signed by its president, or a viee
president, -or its seerctary or assistant secretary, or its treas-
urer, which sghall set. forth ali of the following:

fa} Its name and the state or country of its ineorporation,

(b} The location and address of its muin offier.

{e} The location and address of ifs principal office within
this state.

{d) The specific business it proposes te transact fn this
state.

{e) The name of ar agent uvpon whom process directed
to the corporation may be served within this state, The agent
may be a natural person residing within the statr in which
ense his complete husiness or residence sddress shall he set
forth, or it mey be a domestic corporation whieh has filed the
certificate provided for in Section 33015 or a foreign corpord-
tion which has filed the certificate provided for in Seetion
6403.5. If a corporate agent be designated, the statement ghall
get forth the state or place under the laws of which such agent
was ineorporated and the name of the elty, town or villame
wherein it has the office at which the corporation designating
it as sueh agent may be served, as set forth in the eertificate
filed by such corporate agent pursuant to Seetion 33015,
3301.8, 6403.5 or 6403.6.

{f} Its irrevocablt comsent to serviee of process direeted
to it upon the agent designated, and to servize of process on
the Secretary of State if the agent so designated or the agent’s
successor i3 no longer authorized to act or cannot be found at
the nddress given.
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Annexed to sueh slatement and desirnation shall be & coer-
tificate by the pubile oideer of the ataie or eoantty having
custody of the oripinel aricles or certificate of Lucorporation
ar of the net erealing su-il sorporstion, vr by a nublic officer
suthorized by lhe inws of <uch state or country Lo mcke such
certificate, to the effect that such corporaiion is an existing
corparation in good stunding in the st oo country of its in-
COrpOratio,

§ 1301. Authorization of foreign corporations

(ay A forelpn corperation shall not conduct activities in this
cnte ontil it has been auiborized 1o do so as nrovided in this ar-
“iele. oA foralen corporation may be authorized o eonduct in
his gtate any activities which may b conducted lawfully in this
cate by o domestic corporation, 1o the extent that it is authorized
q pcornduct sach activities [ the Jurisdiction of s ingerpori-
.on but ne other aetivities.

COMPARAELE PROVISTIONS:

Pa. Corporation Not-for-profit Code § 8121; ABA-ALL Model Non-
Profit Corporation Act § 63

§ 1752. Certificate of qualification

SOQURLE:

Derived from part of Corp. Code § 6403 (husiness and nonprofit
corporations)®

6403, A foretgn eorporation shall not transnet intrastate
business in this state without havine st abtained from the
Secretary of State a certificate of quulification. T abtain such

“eertificate, the corporation shail file with the Secretury of
State, o a form preseribed by him, s stutement and designa-
tien in its corporate pame, signed hy ite president, or a vice
president, or ifs secretary or assistant seeretary, or its tregs-
urer, which ghall get forth all of the follewing:

(2} Tts name end the state or ¢ountry of its incorporation.

() The location atia address of ite main office.

fe) The loecution and address of its principal offi-e within
this state.

{d) The specific business it propeses to transact in this
state.

{e) The name of &n agent upon whom process directed
to the corporation may be gerved within this state, The agem
may be a nataral person residing within the state n which
case his complete businerg or residence address shall bhe set
forth, or it may be a domestic corporation which has filed the
eertificate provided for in Seetion 3301.5 or a foreirn corpora-
tion which has filed the certificate provided for in Reetion
6402.5. I a corporate agent be desipnated, the statement shall

PR R Y S
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gat forth: the siate or place amder tie laws 67 vhink such agent
was ineorporated and the mame of the city, wwwa OF vnl;_age
wherein it has the ofice at whick the errporation designating
it as such agent may be served. as set Tarth i the uuriiﬁﬁcat’e
filed by such eorporate agent purswant to Section 3301.9,
3301 6, 6403.5 or 71006, ) ) o
(f) [ts irrevocahic comsenl fo B2rvice ol Procuss flil'l"ctl:d
to it upon the agent designaleu gnd io service ul protess an
the Secretary of Siate of the agent wo desipnaie or Lhe AZeni s
sneoessor is oo tonger authorized to aet or canlol be feund 3t
the address given.
Anpexed to such statoment and designatiag shadl be o coi-
tificate by the public odier of the stale or coun'ry having
enstody of the eriginat articles oz cartificaic o 1ncx;z‘ptnrash.§i'\;n
or of the act cresting stolo cosporation, e DY @ oublie efieer
autharized by the laws of sark slate gr countiy 1o ke such
certifivate, o the ofect that suek eorporsilow @ an vxlsubg
y fi good standing inthe stale Lo VONRITY of s in-

coTpUration
corporation,

B e e e TR o S o

COMPARABLE PROVISIONS:

H.Y. Sot~for-Profit Corpouration Law § 1304; Pa., Corporation Hot-
for-profit Code § 8124; ABA--ALI Model Non-Profit Corporation
Act § 67

§ 1753, Filing statement and designation; issuance of certificate of
qualification

SOURCE:
Corp. Code & 6403.1 (business and ncaprofit corporations)
(substantially the same)*

gl 6403.1. Upon payment o the fees reguired by law the Sce- 752
retary of Statr shafl file the slgtement =nd designotion pre- é—-«-[-—-j
seribed in Section 643%fand shall {ssue to the ecrporation a

certificate of qualification statiap ihe date of filing of seld @
statement and diesipnation aad that the corporation s gaudifind
to teaset-Rheenrbebo—himvens, 1 s stute, sobjeet, however, o -
o any licensing requiremenis otherwise nupose] by this state; conduct intra-

. state activities

nowri Pt weataT T,

COMPARAELE PROVISIONS:
N.Y. Not-for-Profit Corporation Law § 1305; Pa. Corporation MNot~
for-profit Code § 3if5; ABA-ALI Model Nen-Profit Corporation Act

§ 68
§ 1754, Existing qualified corporations

S0URCE:
Derived from Corp. Code § 6403.2%

§ 64032 Exlsting qualified corporatfons; contlnuange of authoriy
Every corporation which, at the time this seetion takes effect, has aualified fo
i traasact intrastate busieess i this State sheil contioue to bove such suthority.



COMPARAELE PROVISIGNS:
Pa. Corporation Lot-for—-profit Code % 5121{b)

§ 1755. Filing amended statement and designation required: when certain

cndnges oouv

SOURCE:

po

Derived from Corp. Caode § #403.0 {ousiness and nouprofit corpora-

tions; {substantizlly the same)#

U777 64033, (st IF aay foreipn ear porktion qualified fo -Era-ﬂ*i(cm 1duc

intra.state]
(=1

{md ress of Hy main ofes, 1he Leation oF AGAress ol 148 prine-
D oﬂ ce it thiis saiatbe ]:«- speeids Wr‘tﬂ be transaeted in

.
[¥]

ﬁe&-—e&w&w%mw%‘h&gﬁ to name, the joeation or factivities changes

_—_

glate, s agent for bhe sevvice of aroeess, or 1F the stated
dd Aross of oy neinral person designated as agent for the serv-
e of process shall be caanged, er the city, tewn or village
wherein any designated eorpurate agent may be served 18
changed, it shadl file with the Secretary of State, on a form
preseribed by him, en amended statement and designation
“setting forth the chanpe or changes made. In the case of a
change of name the amended statement and designation shali
set forth the name relinguished as well as the new nume as
4 sumed and there shall be annezed to the amended statement

and designation a eertificate of the public officer having cus-
tody of the original corporation documents in the state or
place of incorporation to the effeet that such change of name
was made in accordance with the laws of the state or plsee
of incorporation.

{bi If the change includes a change of name, or a change
affecting a fictitions name pursuant to Seetten—6404y upon the

F

activities

I
paragraph (2) of

subdivision (d)

ol Section 1704

fiting of the amended statement and designation the Secretary.
of Btate shall issne & new certifleate of gualification,

{¢) If the corporaticn orivinally was qualiﬁed to transact
intrastate business in California prier to
and if a specific business has not been set forth in an a.mended
staternenit and designation filed on or subsequent to that date,
then such infrrmation shall be set forth in the amended state-
ment and derignation being filed.

§ 1756, Certificate of surrender sf authority

SOURCE:

the operative
date of this
code

Corp. Code § 6700 (business and nonprofit corporations) (substantially

the same)*

l 6700. A foreign corporation which hias qualified to teases—
sei—tripaptirte-bittitions) D this state nugy surremder it richt to

enguge in such business widun ti0s stafe By Tiag 0 the ol
of th« %*crntar\ of szw eertmcmﬁ Sighie r] and wcknow rdeed
by +

m;&t&&t——aee#%&%«&?—%whwmng furth ail (:1 the fal-

£
conduct intra-

state activi
ties

lowing :
{a} The name of the corporation as shown on the recapds of
the Secretary of Btate, and the stare or place of ineorporation
{b) That it revokes its designation of agent for the serviee
of process.

R et Lo T :peortre

~17%-

[its chief officer

or any two subor=

dinate officers ,
\




(e That it searenders B8 a0V 16 Shikmbad ibrasbato conduct intrastatel
Tuasdnesnin this state, activities J
(d) That 1t ennseris that process Ao insl 17 0 iy defion ——
upon any liability or obbigetion lweursad wibin this state
prior to the filing of the certiticate of withdriowal mav be
gervird upon the Seeretory af Stafe
(21 A post office address to whiclt 7he Seerctary of Hute

W may mail a copy of ans nroeess seidose the f_-arin.mifl.n it

g served upon bim, whiel addess may be chapged fron e
to tite by filing o cortificate enritied “eesificate of change of
address of sarrendered forsien vorporntion '’ sied aonl o

knowledwed by WWW% an Office_}r of the}
WW—M&&HMLI_“ENI“HH o e covporation gorporation . J
has been changed sinee the filime of 8 err T ate ol Hurr..min‘l ’

of awhority, the certiftente of vhunre of adilress shidl st Tarth

such new name as well 4 the e appearing on hu weriili

cate of surrender of authority.

L&-‘M““J'&

e h R MR I B ek

COMPARABLE PROVISIONS

¥.¥. Not-for-Profit Corporation Law § 1311 Pa. Corporation Not-
for-profit Code § 8129; ABA-ALI Model Won-Profit Corporation
Act § 76

§ 1757. Effect of surrender on pending actions; revocation of appointment
of designated agent

SOURCE:
Corp. Code § 6701 (business and nonprofit corporations) (substantially

the same)*

§ 6701. Effect of surrender on pending actions; revocation of
appointment of designated agent. The surrender of right to feensaet
wusipeas conduct inirastate activities in this stmte does
not affect any acticon pending at the time. Mere retirement
from srenBoesing-bustrees conducting intrastatzs activities
within this gtate without filing a certificate of wibthdrawad
surrender of suthority does not revoke the appointment of
anyv agent for the service of process within this state.

§ 1758, Attorney General's action tc annul or enjoln the certificate of

gualification
SOURCE:
Derived from H.Y. Not-for-Profit Corporation Law §5 112{a)}(&)*,
1303*
gl st
f § 112. Actions or special proceedings by attorney-general
5 (a) The attorney-general may maintain an action or special

},)]1(§Eeding : \/X, 7{ *

(§) To restrain a foreign corporation or fo annut its authority
to earry on activities in ikis state under zection 1303 (Viola-
a .
T tioms).

| S
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g ¥303.  violations
The attornc: -genera, mas Rt
eum eorporation Trorm eosdeeting b this suate without authorlsy

¢ ' 1

H ; - N T
isreguered e be sutnor

riin o Tor-

[ TR S ST ORI S ML

et

L, oo Prem

ERRE AR T R ST A

afwornev-penoyad
; to annu fhe authorty of
£ oralion Lo cenioot n s state any achivilies not
sef furth in ity soplicaiion for autoority or certificate of amend-
it or the suthot selieh wan obtained throurh frawdalent
epresentation oy conceament . oA niaterial fact or o en-
Join or annui the suihorny of any Joreign corperction which
within this state econtrary to dow has dons or onidtted ouny act
which 17 done iy o domestis corperasan wosld be oocauge Tor ate
dissniulion under section 1131 (Atlorney genernl's nciion for
judicial dissolution), The attornev-genera: shall deliver a cer-
tified eopy of the order of annulment to the department nf state,
Upon the filing thereof by the department of state the authority
of the foreign corperation to conduet activities in this state shall

be annulled. The secretary of state shall continue as agent of
the foreign corporation upon whom process against it may be
served in any action or special proceeding based upen any li-
ability or obligation incurred by the foreign corporation with-
in the state prior to the filirg of the certified copy of the order
of annulment by the department of state,

A L < 1 W AR S S TR AR TR B T U i .

COMPARABLE PROVISIONS:

Pa, Corporation liot-for- ; Y
profir Code § 8128; ABA-ALI Moo Ot~
Profit Corporation Act § 73 odel Non

Artilcle 3. Unauthorized Conducting of Intrascate Activities

™
§ 1775. Penalty for unauthorized conducting of intrastate activities

SOURCE :
Derived from Corp. Code §§ 6608, 6890 (business and nonprofit

Curporations)#*
g o (ad Ay foreln enrneration whicl nels e

ftute business [ this stete aind whick doos not hoid = valid
eertaificate from the Searctary of State and is ot exempi from
the requsreraent of boiding sneh & vortifesie be the Drovisiens
of Scotic_n 6403.2 ol this evde muy be sulieer fo s I;g,“'l.,“_‘, ui
twenty collars {£20) for cach dav that sy h i;:auﬁtﬂfnﬁpd
mtrastate business in transzacted o1 T‘}‘l!'l.“:'lI‘L"Jfl

. ram: Fyowand sivek Foreim
wﬂgie;ra;mmtmg MBRULDOTZed Busivess o this state, shaii he
ee aed o cansent o the jurisdictior of the vourts of Cabifor-

218 10 any civi setion arstaz in this stite wherein wuch cop-
poration 15 named a party defcudant and skall be
hatve desicnati the Secrctary of Srate

e 1 T PN S,

deemed to
_ : a5 e arent wpon whom
pracess directed to the eorperation nay e served within this
state. ' ) l

~1 76
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=

WA

ihy The senadty setand
tion shali e dssesaed aceom
found that the eorporoiion haa been willlully dol
Imed bus.aoss 0 his sale, Proseonben aoder 1ol Lan may
b Lrought, amd the maney ety recovered riby vhall
be paid, o the wannee grandded by Neetion 6R0 far a prose-
cution hrouel! uader that ~ertion,

Dol Herwicr an & cornocation pursaant to 1L seclion may
be made by personal deiis 23 the Beeretary of State or to
an assistant ar Jeputy seere of wtyre, of gne eopy of the
precess, togethier with o writien statemient =pmod by the pariy
io the arlion seeizmes such somvice, ar by s atteeney, setting
fartl ar address o which suel pracess shall beosent by the
Secvetary of State.

Lpon receipt of The provess ol bis for therefor, the Seere-
tary of State shadl farfiiecih forvard the copy of The process,
rorather with g starement gli-atine the dote noel which the
process wig serverd e Thi: Seercfory of Siate, by eerstored
or ceriilod wmaif, chasees propaiad wth renmest Sor relurn
receint, fo the eorporation at the addreess speriiisd in sald
written statement. .

The corporation shall appesr witiiin 30 davs after dolivery
of the process 10 the Seeretary o7 Stawe The Seeretary of State
siall keep a record of all sueh process served upon him aad
shall record therein the time of service and his astion in respect
thereto. The certificate of the Sveeretary of State, under his

Fed Lo saladivision Jat of this see-

. i R L 1 T
sinrr o dha [N AR R 8 FE R it s

naithor-

4(-‘\

uflicni? seal, vertifving to the receipt of the process and the
forwardlize of siels orecess o the corporation, shall be eom-
petent and prima facie svidenes of the watters siated therein.

§ 6800. Transacting istrastate business without qualification:
criminal penadty; who nwy prosecute. Any foreirmn corparation sub:
juet to the provisicus of Chapter 3 o this part which {rangacts intra-
state Lusiness in this Srute wilhout compiving therewith is guilty of
a mizdemieanar, punisiable by tine of not lass than Sve hundred dol-
fars (ER00), nor mere than one thowsand dollars (31,060}, to be re-
covelod in any court of competort iurisdiction,

Proseeution undes this section muy be brought by the Alterney
o [l PR R i . 3 3
Leneria or by any district atiorney, I brought by the latter, one-

hail of the fine eollected stall be paid to the treasurer of the county
m which the conviction was had, and one-half to the State Troasurer.
If brought Ly the Attorney General the entive amount of fine colloct.
el shadl be pald to the State Tressurer o fbe eredit of the General
Faid of the Stato,

COMPARABLE PROVISIONS:
ABA~ALT Model Mon-Profit Corporation Act § 80
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§ 177¢. Consent to Jurisdicrion; service on Secretary of Stace

SOURCE:

Derived from part of Corp. Code § 4
; » Lode § 0408 (business and
corporations)# nonprotis

G3UF i ANy feren corporation wvhoach trateacis dntra
state Business in this state and owoieh does oot bold & ovaliad
gertificate fecm Lhe Svaretury of Siace aro 15 a0% exennr from
the requiremest of Boaling soch 2 vertisie ay b i provisions
of Bevtion S3ELE of thin code may Lo i a prnaaty of
Iounaathorized

i []Ei—‘l
corpurLtiog,

swenty doliars ¢ fur ereh dav that

iotrastaie PIsinesy 5 1o tind s and suel for

T o - . . < P
§ by transacting crsathorized ‘mwv s oin this state shall be
i deemed to gonsent ter the dinrisdl 111«4.; Ui e eolirts of C Califor-
% . .

§ B N any el ac AFIETE i sidehoeor-
§ poralion is namwed s party defen rid, Lot ,{ gini l'---mr-J to
S Lave G idied U Seereis ' ; ! {

K LUoietss Gidess ool Lo

=

¥ state.

L W

(27 The penalty estubliziiedd Ly subdivision (a) of this see-
tion shall be assessed aecording o ihe mrber of davs 1t s
found that the corperation has beern wiltfolly doing unauthor-
ized business in this state. Prosocution under this seetion may
be Broweht, amd the money penaity recovercd thercby shall
be paid, in the MENTeT pruvlmd by Rectiun 850U for o prose-
gation hronght uoder that section,

FTE ey Rerviee onoa oorperatien pursuant o this section may
be made by persesa! deitvery o the Seereniry of Stale, or to
an assistart or deputy secreiary of staie, of one eopy of the
process, tocether switlacariten stalement signed By the party
to the action seeling sieh serviee, or by Nis atterney, <Pti'i[1f“
fortlo an whdress Lo which such proeess shall by sent by the
Becretary of State,

Upon rescipt of the process and Bis fee therefar, the Seare-
tary of Stuie shali Yorthwich Tarewred the ('UD'\‘ af the process,
ugut‘wr wWith & ~iabemen indivaling the date RIS which the
process was served upon the Soovelary of Srate by regintered
ar cerlificd mall elarees peepadd, witde seuest for relurn
reeript, Lo e carporaiion ot the widdvess apecified in said
writien statement.
The carparition shall appoar within 30 davs ofeer delivery
+0

1

EW e, _h

of the provess 1o the Sevretary of Sate The Seerciare of State

shisell Feoa rerord of wll sach PPOCess BETY T owpen him and
what! revord therein: the e o servies and his action in eespeet
\

thervio. The certificate of the Seerctary of State, under his

offivlal .\t‘{'al‘i, cort feiug to che reoeipt of the process and the
Torwarding af saeq proecss Do the eorporation, shall be eom.
petent wnd privea facie evalenoe of the matters stated therein.

o oy e e PN LT R B N i i it P W ST

3
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§ 1777. Disability to maintain action upon Intrastate activity; ciwil penalty
SOURCE:

Corp. Code § 6801 (buslness and nonprofit corporations)(substantially

the same}*
gy,

|

Article 2 {com-
mencing with
Section 1791)

§ BBGI. Disahllily to maintain action wpon infrastate buslness; civil penalty
A fureigl eorporLilon cabjeet o e Dravisimy of St 1

m_d]n sheis Mraoo withoul couguy g themewith shaad woel

conducts
1ntrastata1

——— T ATt any acitiil ar oy A0y HITLDSUSTC vkttt gettessrtted o
activitieg Joany cGurh of Lhis State, cousbcactd [eeer foooalupijanes with Cligpter Sountil it activity B0
S e—— . n T e . e f . - D T Sl
has compied with the provisious thereof, ol s '{‘ﬂﬂri'_:_ conducteaa
—
[ 3y DU .
Pal’i [ the Fecmetiry i Siate

& pionnlty ol lwo hu'n red 'fl}' duklars (FETHN 0

addien Do Lae Lees adue for diag
thie

statement wid desirosiion reguiren hy  Hielned dd—tetdb—io—bid lqse; anti

(b) Filed f"——“mw-‘—'“‘*"——.‘__m'—__ e with ghe

cievk of the eourt i wtueh e action i= pending, ceoeijls shewing e [RiYaeom o
andil Fees seed petury sl gl Priochoee taxes cad auy etle Tafen ci lemoeess or
property in tisg Btate tuut sbould bave leen pabd foe the parisd abuvieg witich 5t

totested ittt b conduoied intrastate activitise .

COMPARABLE PROVISIONS:

N.Y. Not-for-Profit Corporation Law § [313; ABA-ALIL Model Non~Profit
Corporation Act § 20

§ 1778, Acting as agent for unauthorized corperation; criminal pemalty

SOURCE:

Corp. Code § 6803 (business and nonprofit corporations)(substantially
the same)}*

§ 6803. Transacting business as agenf for unaothorized corpo-

ration; cnnnnalpvnanv. Any person who $eshsaets-iripastato-busi
in this State on beohadfl of & foreign corporation which is not

mrizud to &&ﬂﬂfr&t-ﬂﬂﬁh—b&:ﬂfkﬁ‘ﬂﬂnin this State, knowing that it is M}

nat so authtorized, is guilty of a mizdemeanar punishable by fine of activity

not less than twenty-five dollars (5233 nor more than three hundred

dollars (3500).

conducts
intrastate
activities

CHAPTER 10. SERVICE OF PROCESS
CHAPTER 11, SUPERVISION BY ATTORNEY GENERAL
§ 1901. Power of supervision

SQURCE:
Derived from Corp. Code § 9505 {nonprofit corporation)*

§ 9505. Property held under public or charitable trust; super-
vision by attorney general. A nonprofit corporation which hoids
property subject to any puilic or charitable trust is subject at all
times 1o examinalion by the Attorney Gereral, on behalf of the
State, o asceriain the condition of s affairs and to what extent, if

“17G-



{at all, it may [ail to comply with trusts which it bag assumed or may
Lgn-:mn from the general purposcs for which it is formed. In case of

wiy such faliure or depariure the AUorney General shall institute, in
il name of the State, 1hw proceedinges hecessary 1o correct the ngn-
vuinpdatce or departiure

COMPARABLE PROVISIQNS:
N.¥Y. Hot-for-Profit Corporation Law § 1l4%*

§ 114. visitation of suprente coyrt

Type B and Type C corporations, whelher formed winler zer-
eral or special laws, With their ooks and vouchers, shall be ~ah
gict to the visitation and inspection of a hstive of the soprena
court, ve of any person appointed by e court Tor fhat pusrpoe.
1L it appears by the verified petition of a member vr creditor o8
any such corporation, thit i, or its directors, officers o1 agents
huve misappropriated any of the funds or property o the corpo.
ration, or diverled them from the purpose of its fncorparatie:,

ar thad tie corporation has aequived property in excess of the
aavimt which i is authorized by law o hold, or has enguged in
ey busioess other than that stated in ils cectificate of incorpo-
calion, the court may erder that notice of at least eight days,
witlhy a copy of the pedition, be serveld on thie covporation and the
wersons charged with misconduact, reqiring them to show cause
Loa Lime aned nloce speeilied, why they should nol be veguired to
mutie and file an inventory and acreunt of the property, effects
o Habibities of sueh corporation with o detailied staiemnment of
s transactions duving the twelve months next preceding the
rranting of such arder.  On the bheaving of sueh application, the
okl mav malke an order reguiving such invenlory, account anid

~tetement to be filed, and proceed to take and state an account
4 the properly and Habilities of the corporation, or may appoint

- referee Tor thut purpose. When such aceount is taken and
waded, after earing ol the parties 1o the application, toe court
s enter g final order deferminiag the amount of property so
cld Ly the corporaiion, its anntil income, whether any of the
aopert o funls o the corporation have heen musappropriated
adrveroed to any other purpose than (hat for which such corpa-
walion was ivcorporated, and whether sach eorporation has heen
arared in e eetivity not covered by its certificale of incorpo-
stion,  An appeal may be talien from the order by any parly
sorieved o the appelate division of the supreme court, and to
Looeotnt of appeals, as inoa civil action. No corporation shall
e reguired to make ard e more than ene invertory and account
Aony one yvear, nor 10 make a second account and inventory,
Chile proceeditgzs wre ponding Tor the statement of an account
a1dder this section.
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§ 1902, Interrogatorles by Attorney General

SOURCE:
Derived from ABA~ALI Model Non-Profit Corporation Act § 87%

SECTION 87. INTERROGATORIES BY
SECRETARY OF STATE

The Secretary of State may propound to any corporation,
domestic or foreign, subject to the provisions of this Act, and
to any officer or director thereof, such interrogatories as may
be reasonably necessary and proper to enable him to aseertain
whether such corporation has complied with all the provisions
of this Act applicable to such corporalion. Such interroga-
tories shall be answered within thirty days after the malling
{bervof, or within such additional time as shall be fixed by
the Secretary of State, and the answers thereto shall be full
and compiete and shall be made in writing and under oath.
1f such interrogatories be directed to an individual they shall
he answered by him, and if directed io a corporation they
shall he answered by the president, vice president, secretary
or assistant sccretary thereof. The Secretary of State need
not file any document to which such interrogatories relate
until such nterrogatories be answered as hercin provided,
and not then if the answers thereto disclose that such docu-
ment is not in conformity with the provisions of this Act. The
Secretary of State shall certify to the Attorney General, for
such action as the Attorncy Gemeral may deem appropriate,
all interrogatories and answers thereto which disclose & viola-
tion of any of the provisions of this Aet.

§ 1903, Action by Attorney General

SOURCE:

Subdivision (a) is derived in part from Corp. Code § 9505 {nonprofit
corporation)*; subdivision (b) 1is derived from H.Y. Not-for-Profit
Corporation Law § 112{a)(9)*,

§ 9505. Property held under public or charitable trust; super-
vision by attorney gemeral. A nonprofit corporation which holds
property subject to any public or charitable trust is subject at all
times to examination by the Attorney General, on behalf of the
State, 10 ascertain the condition of its affairs and to what extent, if
at all, it may fail to comply with trusts which it bas assumed or may
depart from the gencral purposes for which it is formed, In casce of
any such failure or departure the Atrorney General shall institute, in
the name of the State, the proceedings necessary to correct the non-
gompliance or departure.

~181-



& 112, Actions or special proceedings by attornay-general

16} The attorney-renern] nay ma:ntain an aetion or special proceed-
g

« A * * A

(9) Upon applieation, ex parte, for an erder to the supreme conrt at a
special tern held within the judicial distriet where tae office of the
corporation s losated, and i{ the eourt so orders, to enforee any right
given under fhis chapier 1o members s directer or an officer of a T}‘:Ee
A\ eorporation. For such purpose, the attorney-general shall have the
sare status ax such meubers, director or officer.

COMPARAELE PROVISIONS:
N.Y. ¥Not-for-Profit Corporation Law § 112
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