#17 6/13/7h
Memorandum Th-33

Subject: Study 77 - Nonprofit Corporations

Materials to Bring to Meeting

Please bring to the meeting all of the materials listed under item 5
on the agenda for the June meeting. These include the Draft of Statute
{in the Green Binder) which was distributed and considered at the last
meeting; we do not plan to send you another copy of the Draft of Statute.
You should also bring to the June meeting Memorandum T4-31 which was sent

to you prior to the last meeting and considered at that meeting.

Meeting Procedure

At the last meetlng, the Commission covered the first 100 pages of
the staff draft of the new nonprofit corporation code. It was declded &t
the meeting that at the June 27-23 meeting the Commission will not recon-
sider the first 100 pages until the remainder of the staff draft has been
covered. This is primarlly because Mr. McQuinn will be leaving after the
June meeting and will not be available at future meetings. Accordingly,
we will start with Article 3 on page 100 at the June meeting with the goal
of covering the remainder of the staff draft (including the first two mat-
ters discussed below) and, after that task is accomplished, we will con-
sider the other matters discussed below and any mstters in connection with
the first 100 pages of the staff draft. There are a few inadvertent omis-
sions that were made in preparing or typing the staff draft; we will cor-
rect these when we prepare a revised draft for a future meeting.

Common Law Equitable Power of Courts to Enjoin Fraudulent Amendments to the
Articles

The courts in California have recognized an ill-defined equituble
power to enjoin grossly unfair or fraudulent amendments to the articles.
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See DeMello v. Dziryman's Co-op. Creamery, 73 Cal. App.2d 746, 167 P.2d

226 {1946)(an amendment to the articles reorganizing a cooperative business
assoclation into a nonprofit marketing association was not unfair to minority
shareholders so as to entitle them to relief); and Ballantine, California
Corporation Iaws § 306,(1949).

To date, most of the litigatlon on this issue has involved amendments
to the articles which change the financial structure of the corporation such
a5 those which remove arrearages con preferred stock. Havertheless, the
recognized equitable power of courts to enjoin fraudulent amendments could
be applied to other forms of amendment. There is no language expressly
limiting its application to certain amendments. Therefore, Section 561 of
the staff draft essentially codifies the common law except, unlike the common

law, 1t specifies the precise persons who may bring such an action.

Incorporation and Dissolution of "Subordinate Rody"

The initial staff draft omitted provisions relating to the incorporation
and dissolution of a "subordinate body." The substance of the existing pro-
visions in the General Nonprofit Corporaticn Iaw would be continued in the
new code by Sections 165, 302(b), end 1609.5, which are set out in attached
Exhlbit I. These provisions should be considered when the portion of the

statute in which they will be compiled is considered.

Abolition of Concept of Inceryorators

Under the corporation laws of several states, incorporators serve two
importunt functions: (1) manage and organize the new corporation until
the election of directors and (2) call a meeting of the shareholders (or

members) for the purpose of electing directors. See Del. Corp. Code § 107.
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However, under California law, the first directors (who are named in
the articles) have complete authority to manage the corporate affailrs and

they function in the same manner as elected directors. Middleton v. Arastra-

ville Min. Co., 146 Cal. 219, 79 P. 889 {1905)}. See Pallantine & Sterling,

California Corporation laws § 67 {1973). In Celifornia, incorporators who

are not directors serve mailnly the formality of signing the articles; al-
though, before shares are issued or members admitted, lncorporators may amend
the articles. Corp. Code § 3630. The staff could discover no persuasive
reason for retaining the anachronistic .concept of incorporators and we be-
iieve that the decision of the Commission made at the last meeting to eliminate
"incorporators" is a sound one.

Deletion of the Prohibition Against Amending the Articles to Alter the Names
and Addresses of First Directors

Corporations Code Section 3603 prohibits amending the articles to alter
the names and addresses of first directors. The staff could not discover an
explanation for this provision. 8Since first directors are equivalent in
povers and dutles to elected directors (see the discussion above}, the deci-
elcn nade at the last meeting to delete this prohibition from the staff draft

is justified. See Minutes of May Meeting page 1T.

plimination of Requirement That Articles Be Filed With County Clerk

At the May meeting, the Commlssion decided to delete the requirement
that a copy of the articles {and amendments to the articles} be filed with
the county clerk. The staff was to check to see whether this requirement

semved any useful purpose.



We have checked with Hsrold Marsh, who is the consultant on the revision
of the General Corporations Law. He advises they have decided to delete the
requirement of filing with the county clerk in the county where the principal
office 1s located; however, because they do not want any problems with the
title companies, they are continuing the requirement that the articles be filed
in each county where the corporation acquires real property. See Staff Draft

§ 505 for filing provision.

Statement Concerning Principal Qffice in Articles

The gquestion arose at the Commission's May meeting as to whether or not
there 18 a continued need for the requirement that a nonprofit corporation
specify in its articles "the county in this state where the principsl office
for the transaction of the affairs of the corporation is located." See Sec-
tion 501(d) of the staff draft. Cf. Corp. Code §§ 9300(a) and 30i(c) ("Articles
of incorporation shall set forth: * % * {c) The county in this state where the
principal office for the transaction of business of the corporation is located.").

The staff has checked with Harold Marsh and he advises this provision will
not be included in the articles under the new General Corporation Iaw since
the same information muist be filed with the Secretary of State and kept up
to date under the provisions to be compiled in our staff draft as Sections
975-986.

It should be noted that the Corporations Code reguires the corporation
to designate in its articles "the principal office for the transaction of
business,’ and Section 395.5 provides that venue is proper in the county where
"the principal place of business" is located. Nevertheless, for the purposes
of venue, this language has been held to be essentially equivalent. Hardin

v. San Jose City Lines, 103 Cal. App.2d 688, 230 P.24 31 (1951){corporation

cannot defeat jurisdictiom by showing that it has no place of business in

the county or district designated in its articles).
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However, for the purpcse of greater clarity and also to recognize the
new terminclogy of the Nonprofit Corporations Code, the staff recommends
that Code of Civil Procedure Section 395.5 be cmended. The stzff also
recommends thet the venue rules releting to unincorporated associations be
collected in Code of Civil Procedure Section 395.2. The text of the pro-
posed amendments is set out 1n Exhibit III attached.

Changing "General Honprofit Corporation Iaw” to "Honprofit Corporstion ILaw--
General Provisions™

At the last meeting, the Commission decided to change the short title
"General Nonprofit Corporation lavw™ (used in existing statutes) to "Nonprofit
Corporation law--General Provisicns." The staff believes that this is an
undesirable change and recommends that the present designation "General
Nonprofit Corporation law" be retained.

Under the existing Corporaticns Code, there are two basic statutes.

The statute relating to business corporations is given the short title
"General Corporation Iaw." Corp. Code § 100 {"This division shall be known
and may be cited as the Jeneral Corporation Law."). Nc doubt this short
title will be retained by the committee that is revising the General Corpora-
tion Iaw. The other basic statute, which zpplies to nonprofit corporations,
is giver the short title "Generz1 Nonprofit Corporation Isw." Corp. Code

§ 9000 ("This part shall be known and may be cited as the General Nonprofit
Corporation Law."). This is the name the Commission has decided to change
to "Nonprofit Corporation law--General Provisions.”

Wot only is the title "General Nenprofit Corporation Law" consistent
with the title given to the business corporation law, but also we believe that
the title is a better description of the division than the short title tenta-

tively decided vpon by the Commission. We believe that the title tentatively
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selected by the Commisslion will be confusing., Moreover, as .on examination
of the various conforming amendments we will need to make discloses, the
short title "General Nonprofit Corporation Iavw" is used in a number of other
statutes compiled in various codes.

The reorganization for the new Nonprofit Corporations Code (to conform
to decisions made at the last meeting) would be generally as outlined below:

NONPRCFIT CORPORATIONS CODE

DIVISION 1. GENERAL PROVISIONS

Chapter 1. Prelimirary Provisions znd Construction

Chapter 2. Definitions

Chapter 3. COperative Date; Transitional Provisions

DIVISION 2. WONPRCOFIT CORPCEATION IAW-~-GEWERAL PROVISIONS
Chapter 1. General Provisilons
Chapter 2. Forrmation and Bylaws
Chapter 3. Members
Chapter 4. Management
Chapter 5. Corporate Records and Reports
Chapter 6. Corporate Finance
Chapter 7. Organic Changes
Chapter 8. Dissolution
Chapter 9. Foreign Corporations
Chapter 10. BService of Process

Chapter 11. Supervislon by Attorney General

DIVISICN 3. HNOWPROFIT CORPCRATICHNS FOR SPECIFIC PURPCSES
Chapter 1. Corporations Sole

Chapter 2. Corporations for Prevention of Cruelty
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Chapter 3. Corporations Defraying Costs of Professional Services

Chapter 4. Port snd Terminal Protection and Development {orporations
Reference to the above cutline demonstrates, we believe, that giving Division
2 the name "General Nonprofit Corporaticn Law" would be a significant improve-
ment. Incidentally, we took the title for Division 3 from Division 3 of the

existing code; the existing code title is "Corporations for Specific Purposes."

Form and Scope of New Statute

New code. The Executive Secretary has apgain discussed with the legislative
Couneel whether the new statute should te = separate ccde. The Legislative Counsel
is strongly against new ccdes; he has successfully resisted many attempts to
create new codes. He advises that he is planning to renumber the entire
Code of Civil Procedure and is strongly against the Euinent Domain Iaw being
a new code. However, he is undecided whether the new nonprofit corporations
statute should be & new code. He said he would sound out certain members of
the Legislature on this motter und advise us sgon. He sees more justifica-
tion for ¢ new code for nonprofit corporaticns, but he is unwilling at this
time to give his approvsl of a new code unless it appezrs that a new code
on this subject would meet the approval of the legislators with whom he plans

to discugs this matter.

Score. Attached as Exhibit V is5 an cutline of the existing Corwordtions Code.
Qur new statute would replace only Division 2 (releting to nonprofit corpora-
tions). Ue would not affect Division 3 of the Corporations Code even though
some of the corporations included in that division may be formed either as
business corporations or 4s nonprofit corporations. Although California

Job Creation Corporations (included in Division 3} are nonprofit corporations,
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the provisions relating to them ire included in « part designated 2s Cali-
fornia Job Creztion Program {see Corp. Cocde § 1400 et sey.), and we do not
believe that it would be desirable to transfer the great mass of statutory
material in this part into our new statute. Furthermore, it would not be
feasible to split oui the provisions relating to the nonprofit job creation
corporation from the other material in the part. Likewise, we do not believe
it would be desirable to include the nonprofit aegsocilations material in
Title 3 (relating to unincorporated associations} of the Corperations Code
in our new statute.

Respectfully submitted,

Fand Mocouinn
Legal Counsel



Memorandum 74-33
EXHIBIT I

405-849

§ 165. '‘Subordinate body’

165. "Subordinate body" means a subordinate body instituted or
created under the authority of any head or national assoclation, lodge,
order, beneficlal association, fraternal or beneficial society, labor
union, foundation, federatiom, or any other soclety, organlzatiom, or

assoclation.

Comment., Section 165 defines "subordinate body" as it was defined
in former Section 9203 of the Corporations Code. Subordinate bodies may
incorporate under this division. BSee Section 302. Special rules apply
to the dissclution of a subordinate body when its head or national body
revokes its charter. See Section 1609.5.

405~850

§ 302. Incorporation of unincorporated assoclation or subordinate body

302. (a2) An unincorporated association or organization may be in-

corporated undey this division.

(b) A subordinate body may be incorporated under this division.
The faect that the head or national bedy 18 unincorporated does not pre-
vent incorporation of the subordinate body. The rules goveralng the in-
corporation of unincorporated assoclations govern the incorporation of
any subordinate body. The seal of the subordinate body is its corporate

seal.



Comment. Subdivision (a) of Section 302 continues the provisions
of former Section 9202 of the Corporations Code (General NWonprofit Cor-
poration Law) except that Section 302 omits as unnecessary the listing
of apecific unincorporated assoclations. The section is necessary to
satisfy the requirement of Security First Nat'l Bank v. Cooper, 62 Cal.
App.2d 653, 145 P.2d 722 (1944), that an unincorporated assoclation must

have unanimous consent of its members to incorporate unless a provision
for incorporation exists in its governing regulations or in the statute
under which it desires to incorporate. Consent 1s implied in the second .
situation. Accordingly, Sectlon 302 avolds the necessity for unanimous
consent 1f the assoclatlon or organization is Incorporating as a non-
profit corporation under this division. It should be noted that dis-
senting members of the unincorporated assoclation need not become
members of the new corporation. See Section 504,

Subdivision (b) permits subordinate bodies (defined by Section 165)
to incorporate under this division. It continues the provisions of for~
mexr Sectlon 9203 regarding the incorporation of these bodies. Special
rules apply to the dissolution of a subordinate body when 1ts head or
national body revokes 1ts charter. See Section 1609.5.

405-851

§ 1609,5. Involuntarvy dissolution of a subordinate body

1609.5,. (a) Whenever fﬁé charter of a subordinate body is sui-
rendered to, taken away, or revoked by the head or national body grant-
ing 1t, the subordinate body shall dissolve._

(b} When dissolving and winding up its affairs, a subordinate body
shall pay its debts and obligations or make adequate provision therefor.
In addition, the subordinape body may collect obligations owed to it and
may sell property which is not designed for the exclusive use of the or-

ganization. TFor the purpose of paying 1ts debts or obligations, it may
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sell any of its property, including property designed for the exclusive
use of the organization.

{c) After satisfying the requirements of subdivision (b), the sub-
ordinate body shall deliver any remaining property or obligations owed
to it and any remaining proceeds of the sale of property to the head or
national body to be disposed of in accordince with the laws of the head

or national body.

Comment. Section 1609.5 supersedes former Section 9802 of the Cor-
porations Code, This provision differs from the former section only in
that subdivision {b) makes clear that the subordinate body may sell any
of its property for the purpose of paying its debts or obligations.

It should be noted that the dissolution procedures set forth in
this sectlon apply only when a subordinate body is dissolving because
its charter has been revoked by the head or national body or surrendered
to that body. A subordinate body may alsc be dissolved pursuant to
other involuntary proceedings as provided in this article or by board
and membership resolution as provided in Article 1 (commencing with
Section 1501) of this chapter.



Hemoranduic 74-33

EXdIBIT IIX

406-190 § 2001

DIVISION 3. MNOWPROFIT CORPORATIONS FOR SPECIFIC PURPGOSES

CHAPTER 1. CORPORATIONS SOLE

§ 2001. Formation

2001. A corporation sole may be formed under this chapter by the
bishop, chief priest, presiding elder, or other presiding officer of any
religious denomination, society, or church, for the purpose of admini-~

stering and managing the affalrs, property, and temporalities thereof.

Comment. Section 2001 is the same as former Corporatlons Code Sec-
tion 10002,

406-191

§ 2002. Contents of articles of incorporation

2002. (a) The articles of incorporation shall state:

{1} The name of the corporation.

(2) That the officer foruing the corporation is duly authorized by
the ruyles, regulations, or discipline of the rellgious denomination,
soclety, or church to take such action.

(3) The county in this state where the principal office for the
transaction of the business of the corporation is located. |

(4) The manner in which any vacancy occurring in the office of the
bishop, chief priest, presiding elder, or other presiding officer is
required to be filled by the rules, regulations, or constitution of the

denomination, society, or church.
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§ 2002

(b) The articles of incorporation may state any desired provision
for the regulation of the affairs of the corporation in a manmmer not in
conflict with law, including resctrictions upon the power to amend all or

any part of the articles of incorporatiom.

Comment. Section 2202 continues the provisions of former Sections
10003 and 10004 of the Corporations Code.

406192

§ 2003, Execution of articles: filing with Secretary of State

2003. The articles shall be signed and verified by the bishop,
chief priest, presiding elder, or other presiding officer forming the
corporation and shall be submitted to the Secretary of State for filing
in his office. If they conform to law, the Secretary of State shall
file them and endorse the date of filing thereon. Upon the filing of

the articles with the Secretary of State, the corporation sole is formed.

Comment. Section 2003 is the same in substance as former Corpora-
tions Code Section 10005, It should be noted that there is no longer a
requirement that articles be filed with the county clerk. Compare
former Corp. Code § 10006.

406-193

§ 2004. Amendment of articles; execution: filing

2004, <{a) The presiding officer of a corporation sole may at any
time amend the articles of incorporation of the corporation changing its

naige, the term of its existence, its territorial jurisdiction, or the
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§ 2004

manner of filling sny vacancy in the office thereof, and may by amended
articles of incorporation wmake provision fcr any act or thing for which
provision is authorized in original articles of incorporation of corpora-
tions sole.

(b} The presiding officer of the corporation shall sign and verify
a statement setting forth the provisions of the amendment and stating
that it has been duly authorized by the religious organization governed
by the corporation.

(c) The amendment shall be submitted to the Secretary of State for
filing in his office. If it conforms to law, the Secretary of State
shall file 1t and endorse the date of filing thereon. Thereupon the
articles are ameanded in the manner set forth in the statement.

Comment. Section 2004 1s the same in substance as former Corpora-
tions Code Sectlon 10010. It should be noted that amended articles no

longer need be filed with the county clerk. Compare former Corp. Code
§ 10011.

406-194

§ 2005. Powers

2005, Every corporation socle may:

(a) Sue and be sued, and defend, in all courts and places, in all
matters and proceedings without limitation.

{(b) Contract, in the same manner and to the same extent as a natyral
person, for the purposes of the trust,

(c) Borrow money, and give promissory notes therefor, and secure
the payment therecof by mortgage or other llen upon property real or

personal.



§ 2005
(d) Buy, sell, lease, mortgage, and in every way deal in real and
personal property in the same manner that a natural person may, without
the order of any court.
{e} Receive bequests and devises for its own use or upon trusts to
the same extent as natural persons may, Subject, however, to the laws
regulating the transfer of property by will.

{f) Appolnt attorneys in fact.

Comment, Section 2005 is the same in substance as former Corpora-

tiong Code Section 10007.

406=1495

§ 2006. Perpetual existence; effect of vacancy

2006. (a) Every corporation scle has perpetual existence and alsco
has continuity of exlstence notwithstanding vacancies in the office of
the presiding officer of the corporation.

(b) During the period of any vacancy in the office of the presiding
officer of the corporation, the corporation sole has the same capacity
and right to receive and take any gift, bequest, devise, or conveyance
of property, elther as grantee for its own use, or as trustee, and to be
or be made the beneficiary of a trust, as though there were no wvacancy.

{c) No agency created by a corporation sole by a written instru~
ment which in express terms provides that the agency thereby created
shall not be terminated by a vacancy in the office of the presiding of-
ficer of the corporation is terminated or affected by the death of the
presiding officer of the corporation or by a vacancy in such cffice

thereof however caused.



§ 2006

Comment. Section 2006 is the same 1n substance as forwer Corpora-

tions Code Seccion 10008.

406-196

§ 2007. Voluntary dissolution; declaration of dissclution

2007. A corporation sole may be dissolved and its affairs wound up
voluntarily by filing with the Secretary of State a declaration of
dissolution executed, signed, and verified by the presiding officer of

the corporation.

Comment. Section 2007 is the same In substance as former Corpora-

tions Code Section 10012.

406-197

§ 2008. Contents of declaration

2008, The declaration of dissolution shall set forth all of the
following:

(a) The name of the corporation.

(b) The reason for its dissclution or winding up.

(c) That dissolution of the corporation has been duly authorized by
the religious organization governed by the corporation scle.

(d) The names and addresses of the persons who are to supervise the

winding up of the affairs of the corporation.

Comment. Section 2008 1s the same as former Corporations Code
Section 10013,



406-198 AT § ac

§ 2009. Lffect of filing declaration of dissclution

200y, If the declaration of dissclution submitted to the Secretary
of State for filing conforms to law, he shall file it and endorse the
date of filing thereon, Thereupon the corporation shall cease to carry
on its activities except for the purpose of adjusting and winding up its

affairs.

Comment. Section 2009 is substantially the same as the first para-
graph of former Corporaticns Code Section 10014. It should be noted
that a corperation sole which is dissclving is no longer required to
file a copy of the declaration of dissolutlon with the county clerk.

Compare former Corp. Code § 10014,

406~199

§ 2010. Dbisposition of assets

2010, Afrer the dehts and obligations of the corporation are paid
or adequately provided for, any assets remaining shall be transferred to
the religious organization governed by the corporation sole, or to
trustees in 1ts behalf, or disposed of as may be decreed by the superlor
court of the county in which the dissolved corporation had its principal
office upon petition therefor by the Attorney General or any petson

connected with the organization.

Comment. Section 2010 is the same as former Corporations Code Sec-

tion 10015,



406-200 § 2011

§ 201l1. Articles as evidence

2011, wWhen filed with the Secretarﬁ of State, the articles or
amended articles or certified copies of articles or amended articles
have the same force and effect in evidence as do properly certified
articles of other nonprofit corporations.

Comment. Sectlion 2011 continues the substance of the last para-
graph of former Corporations Code Section 10006 and the last paragraph

of former Corporations Code Section 10011, See Section {articles

as evidence).

406-201

§ 2012, Judicial access to corporate books

2012, Any judge of the superilor court in the county in which a
corporation sole has its principal office shall at all times have access

to the books of the corporationm.

Comment. Section 2012 1s the same as former Corporations Code Sec-
tion 10009.

406-202

§ 2013. Application to existing corporations sole

2012, (a) This chapter applies to every corporation sole now
existing or hereafter formed.
{b) All corporatlons scle which are now existing shall be deemed

incorporated under this chapter.



§ 2013

Commpent. Section 2013 is new. Under the former law, Section 10000
of the Corporations Code, a corporation sole forwed prior to ilareh 30,
1878, was permitted to elect whether or not it was to continue its
existence under the Corporations Code. If the corporation sole did not
elect to continue under the Corporations Code, former Sections 10002
(purposes) and 10012-10015, inclusive (dissolution procedures), of the
Corporations Code did not apply to that corporation. In the interest of
uniformity, Section 2013 abandons tine prior approach and makes the
provisions of this chapter applicable to any corporation scle heretofore

or hereafter formed.

Analysis

Ho good reason could be discovered for retaining those provisions
of the present law poverning corporations sole which permit corporations
sole formed prior to 1878 (if they exist) to elect not to be governed by
the limitations on purposes or the dissolution procedures of the present
statute. The staff has not found any case which makes this distinction
important. Iloreover, all corporations sole, whenever formed, should
logically be treated alike. It should be noted that there are no con-
stitutional problems in making these provisions applicable to al}l cor-
porations sole. All corporations in California were formed under the
condition that the state reserves the power to change the corporation
laws. See Cal. Const. 1849, Art. IV, & 31.

.



406-203 § 2101

CHAPTER 2. CORPORATIONS FOR PREVENTICHW OF CRUELTY

Article 1. Special Provisions Applicable to

Corporations for Prevention of Cruelty

§ 2101. "Corporation"

2101, As used in this chapter, "corporation” means a nomprofit
corporation for the prevention of cruelty to children or animals or

both,.

Comment. Sectlon 2101 defines "corporation” to avoid the need to
repeat ''monprofit corporation for the prevention of cruelty to children
or animals or both"™ each time it is necessary to make reference to non-
profit corporatlons formed for either or both of those purposes.

406-204

§ 2102. Application of chapter

2102, This chapter applies to any nonprofit corporation heretofore
or hereafter formed for the prevention of cruelty te children or animals

or both.

Comment. Section 2102 supersedes former Section 10406 of the Cor-
porations Code. Section 10406 made the provisions continued In this
chapter applicable to all corporations for the prevention of cruelty to
children or animals without regard to when the corporation was formed.
The provision of former Section 10406 that made the provislons continued
in this chapter not applicable to any association, society, or corpora-
tion whose name was the same or substantially the same as that of a pre-

vicusly existing soclety or corporation has not been continued; this



§ 2102

provision is unnecessary in view of Section 40! of this code (restric-~
tions on corporate name). See also Section 402 (reservaticn of cor-

porate namej.

406-205

§ 2103. Application of Nonprofit Corporation Law--fGeneral Provisions

2103. Except as otherwise provided in this chapter, the Jonprofit
Corporation Law--General Provisions, Division 2 {commencing with Section
101), applies to a nonpreofit corporation for the prevention of cruelty

to children or animals or both.

Comment, Section 2103 contlinues the substance of formwer Section
10400 of the Corporatlons Code insofar as that section made the former
"General Wonprofit Corporation Law" applicable to corporations for the
prevention of cruelty to children or animals or both. The provision of
former Section 10400 which prescribed the number and qualifications of
the incorporators has not been continued; this matter is covered by the
general provisions in the Wonprofit Corporation Law--General Provisions.
See Sections (first directors to be specified in articles), 802-304

{number and qualification of directors).

404-631

§ 2104, Endorsement as to necessity for corporation

2104, (a) The Secretary of State shall not file the original ar-
ticles of a corporation unless the necessity for the corporation is
established by an endorsement by the Department of Justice or by a judge
of the superior court of the county in which the principal office of the

corporation 1s located.
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§ 2104

{b) The endorsement of the judge of the superilor court shall not be
granted unless the endorsement of the Department of Justice has been
first refused or withheld for more than 20 days.

{c) If the endorsement of the Department of Justice 1s withheld for
more than 90 days or is refused, application for an endorsement may be
made to the superior court of tihe county in which the principal office
of the corporation is located. After giving due consideration to the
necessity of the corporation and assuring himself that the persons form~
ing the corporation are acting in good faith, the judge may, in his dis-

cretion, endorse the articles.

Comment. Section 2104 continues the substance of former Sections
10401 and 10402 of the Corporations Code.

ISSUE TO BE RESQLVED:
1. Should the endorsement requirement be continued?

44-632

§ 2105, Limit on realty holdings

2105. Ho corporation shall hold real property the amnual income of

which exceeds fifty thousand dollars (5$50,000}.

Comment. Section 2105 continues the limitation formerly found in
Section 10403 of the Corporations Code. The portion of Section 10403
which authorized the acquisition of property has been omitted as unneces-
sary since it duplicated the pgeneral prowvision found in Section 303.

ISSUE TO BE RESOLVED:
1. Should the limit on realty holdings be continued?
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404-633 § 2106

§ 2106. Enforcement of laws relating to children or animals

2106. (a) The corporation, or any member or officer thereof, may
prefer a complaint against any person, before any court or magistrate
having jurisdiction, for the viclatlon of any law relating to or affect-
ing children or animals and may aild in the prosecution of any sucii of-
fender before such court or magistrate.

{(b) All magistrates, constables, sheriffs, and officers of police
shall, as occasion may require, ald the corporation, its officers, mem~
bers, and agents in the enforcement of all laws relating to or affecting

children or animals,

Comment. Section 2106 continues the substance of former Sections
10404 and 10405 of the Corporations Code.

ISSUES TO BE RLSOLVED:
1. Is this section necessary?

2. Should subdivision (b} apply to all law enforcement officers?

404-634

§ 2107. Compensation by city or county

2107. A ecity or county may pay compensation to the corporation for
its work, in that c¢ity or county, in actively enforecing the laws relating
to the prevention of cruelty to animals or children, arresting or prose-
cuting offenders of such laws, or preventing cruelty to animals or
children. Compensation under this section shall be paid only 1f the
governing body of the city or county so determines and shall not exceed
five hundred dollars (5500) per calendar month. Payment shall be made

in the same manner as other c¢laims against the city or county are paid.
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§ 2107

Comment. Section 2107 continues the substance of former Civil Code

Section 607e,

ISSUES TO BE RESOLVED:
1. Should the $500 limit be retained?

2. 1Is there a better place for compilation of this provision?

404-635

Article 2. Humane Qfficers

§ 2150, Appointment

2150, The corporation may, by resolution of its board of directors
entered on its minutes, appoint any number of its members, who are citi-
zens of this state, as humane officers. Each appointment of a humane
officer shall be by separate resolution. The resolution shall state the
full name and place of residence and the business or occupation of the
person so appeointed and the fact that he is a citizen of this state and
shall also designate the number of the badge to be allotted to such

officer.

Comment. Section 2150 is the same in substance as the first para-

graph of former Section 607f of the Civil Code.

ISSUE TO BE RESOLVED:

1. Should the citizenship requirement be retained?
2. Shovld this entire article be compiled in the Health and Safety Code?

404636

§ 2151, Qualifications; confirmation

2151. {a) Upon appointwent, the corporation shall recommend the

appointee to the superior court for the county In which the appointee

=13~



§ 2151

resides and shall deliver to the court a copy of the resolution appoint-
ing such person, certified to be correct by the president and secretary

of such corporation and attested by its seal, together with the finger-

prints of the appointee taken on standard 8 x 8-inch cards.

{b} The court shall send a copy of the resclutlon, together with
the fingerprints of the appointee, to the Department of Justice which
shall thereupon submit to the court, in writing, a report of the record
in 1ts possession, 1f any, of the appointee. If the Department of
Justice has no record of the appointee, it shall so report to the court
In writing.

(c) Upon receipt of the report, the court shall review the matter
of the appolntee’s qualifications and fitness to act as a humane officer.
If the court reaffirms the appointment, it shall so state on a court
order confilrming the appointment. The appointee shall thereupon file a
certified copy of the court order in the office of the county
clerk and shall at the same time take and subscribe the oath of office

prescribed for constables or other peace officers.

Comment. Section 2151 is the same in substance as the second,

third, and fourth paragraphs of former Sectlon 607f of the Civil Code.

404-637

§ 2152, Record of humane officers; fillnpg fee

2152. (a) Upon receipt of the certified copy of a court order

confirming an appointment, the county clerk shall thereupon ilmmediately

~14-



§ 2152

enter in a book to be kept in his office and designated "Record of
Humane Officers" the nawe of the officer, the number of his badge, the
name of the judge appointing him, and the date of such filing.

(b) At the time of such filing, the county clerk shall collect from
the officer a fee of fifty cents (50.50), which covers all services to

be performed by the county clerk under the provisions of this article.

Comment. Section 21532 is the same in substance as the fifth para-

graph of former Section 607f of the Civil Code.

404-638

§ 2153. Expiration of appointment; reappointment

2153, The appolintment of a humane officer automatically expires
three years from the date on which the certified copy of the court order
was filed with the county clerk. Am officer whose appoilntment is about
to expire may only be reappointed in the same manner as is provided for

a new agppointment.

Comment., Section 2153 15 the same 1n substance as the sixth para-

graph of former Section 607f of the Civil Code.

404~639

§ 2154. Revocation of appointument

2154. The corporation appolnting an cfficer may revoke the appoint-

ment at any time by filing in the office of the county clerk in which

15



§ 2154

the appolntment of such officer is recorded a copy of such revocation in
writing under the letterhead of the corporation and duly certified by
its executive officer. Upon such filing, the county clerk shall enter
the fact of such revocation and the date of the filing thereof opposite

the name of the officer in the record of humane officers.

Comment. Section 2154 is the same in substance as the seventh

paragraph of former Section 607f of the Civil Code.

404-640

§ 2155. Authority; weapons

2155. (a) A humane officer, after qualifying as provided in this
article, has power at all places within the state lawfully to interfere
to prevent the perpetration of any act of cruelty upon any dumb animal
and may use such force as may be necessary to prevent the same and to
that end may summon to hkis ald any bystander. ie may make arrests for
the violation of any penal law of thils state relating to or affecting
animals in the same manner as a constable or other peace officer.

{b) Except as otherwise provided by this subdivision, a humane of-
ficer shall serve only in the county in which he is appointed. A humane
officer may serve in a county other than that in which he is appointed
only if he first informs the sheriff of the county that he intends to
sexve 1n such county.

{c) A humane officer 1s authorized to carry weapons whlle engaged

in his duties as a humane officer only upon satisfactory complecion of



§ 2155

trainlng, as approved by the Commission on Peace Officer Standards and

Training, 1n the use of weapons.

Comment. Section 2155 1s the same in substance as the eighth para-

graph of former Section 607f of the Civil Code.

404-641

§ 2156, Exhibiting badge when making arrest

2156. When making an arrest, the humane officer shall exhibit and
expose a suitable badge which has been adopted by the corporation of
which he 1s a member. The badge shall bear the name of the corporation

and a nunber.

Comment. Sections 2156-2158 continue the substance of the ninth

paragraph of former Section 607f of the Civil Code.

404-642

§ 2157. Resisting arrest a misdemeanor

2157, A person who resists 2 humane officer in the performance of

his duties under this article is gullty of a misdemeanor.

Comment. See the Comment to Section 2156.
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404~-043 3 2158

§ 215&, itlsrepresenting oneself as humane officer

2158. A person who represents himself to be or attempts to act as
a humane officer is gullty of a misdemeanor if:

(a) He has not been appointed and qualified as a humane officer as
provided in this article;

{(b) His appolntment has been revoked as provided in this article;
or

{c) His appointument has explred and has not been renewed es provided

in this article.

Comment. See the Comment to Section 2156.

404-044

§ 2159. Issuance of notices to appear in court for viclations of animal
control laws

2159. The governlng body of a local agency, by ordinance, may au~
thorize any humane officer employed by a corporation which has contracted
with such local agency to provide animal care or protection services to
issue notices to appear in court pursuant to Chapter 5¢ {commencing with
Section 853.5) of Title 3 of Part 2 of the Penal Code for violatlons of
state or local animal control laws. Such emplovees are not authorized
to take any person into custody even though the person to whom the no-
tice is delivered does not give his written promise to appear in court.
The authority of such employees 1s to be llmited to the jurisdiction of

the local agency authorizing the employees,

Comment. Section 2159 1s the same as former Section 607z of the
Civil Coede.
-18-



404-b45 § 2201

CHAPTER 3. CORPORATIONS DEFRAYING COSTS
OF PROFESSIONAL SLERVICES

§ 2201. Corporatlons defraying costs of lepal services

2201. A nonprofit corporation may be formed under the Honprofit
Corporation Law--General Provisions for the purposes of administering a
system or systems of defraying the cost of professional services of at-
torneys, but it may not engage directly or indirectly in the performance
of the corporate purposes or objects unless all of the following re~
quirements are met:

(a) The attornevs furnishing professional services pursvant to such
system or systems are acting in compliance with the Rules of Profes-
sional Conduct of the State Bar of California concerning such system or
systems.

{b} Membership in the corperation and an opportunity tec render
professional services upon a uniform basis are avallable to all active
wembers of the State Bar.

{c) Voting by proxy and cumulatlve woting are prohibited.

{d) A certificate is issued to the corporation by the State Bar of
California, finding compliance with the requirements of subdivisions

{a), (b}, and {(c).

Comment. Section 2201 is the same in substance as former Corpora-
tions Code Section 9201.2 except that the last sentence of that section
has been continued in Section 2203. It should be noted that nothing in
Section 2201 precludes a corporation engaged in assuming or defraying
the costs of legal services from incorporating under another applicable
provision; in such case, the restrictions of Section 2201 do not

apply. 5See Section 2204 and the Comment to that section.
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404-646 § 2202

§ 2202, Corporations defrayving costs of healing art services

2202. (a) A nonprofit corporation may be formed under the Nonprofit
Corporation Law--General Provisions for the purposes of defraying or
assuming the cost of professional services of licentiates under any
chapter of Dlvision 2 (commencing with Section 500) of the Business and
Professions Code or of rendering any such services, but it may not en-
gage directly or indirectly in the perforwmance of the corporate purposes
or objects unless all of the following requirements are met:

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

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

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

{4) A certificate 1s issued to the corporation by the particular
professional board whose licentlates have become members, finding com-
pliance with the requirements of paragraphs (1), (2), and {3).

(b) A nonprofit corporation formed under this section which defrays
or assumes some portion or all of the costs of refractions or eye appli-
ances shall offer an equal opportunity to render professional services
upon a uniform basls to all licentiates expressly authorized by law to

render such services.
Comment. Sectiom 2202 1s the same in substance as former Corpora-

tions Code Sections 9201 and 9201.1 except that the last sentence of
former Section 920} has been continued in Section 2203. It should be
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§ 2202

noted that nothing in Section 2202 precludes a corporation engapged in
assuming or defraying the costs of healing arts services from incor-
porating under another applicable oprovisicon; ' in such case, the
restrictions of Section 2202 do not apply. See Section 2204 and the

Comment to that section.

4504-647

§ 2203. Supervision

2203. A nonprofit corporation governed by this chapter is subject
to supervision by the particular professional board under which its
members are licensed and 1s also subject to Chapter 11 (commencing with

Section 1901) of the Nonprofit Corporation Law--General Provisions.

Comment. Section 2203 continues the substance of the last sentence
of former Sectioms 9201 and 9201.2 of the Corporations Code (General
Nonprofit Corporation Law}. It provides for supervision of the cor-
poration's activities both by the Attorney General pursuant to Section
1901 and by the professional board under which the corporation's members

are licensed.

404-6438

§ 2204. Effect on other arrangements to defray costs of professional
services

2204, Nothing in this chapter prohibits the formation and conduct
of any group, prepaid, or other arrangement for the purpose of defraying

or assuming the coscs of professional services described in Section 2201

—F 1w



§ 2204

or 2202 whether such arrangement is organized as an uniacorporated
assoclation or pursuant to the Nonprofit Corporation Law--General Pro-
visions, and nothing in this chapter requires that such arrangements
comply with the requirements stated in Section 2201 or 2202 if the per-
sons furnishing the professional services under such arrangement are
acting in compllance with any applicable rules of professiocnal conduct
concerning such arrangements adopted by the particular professional

board under which such persons are licensed.

Comment. Section 2204 is based upon Section 1.5 of Chapter 89%4 of
the Btatutes of 1972, which related to legal service arrangements.
Similarly, former Section 9201 of the Corporations Code (concerning
arrangements for professional services by persons licensed in the healing
arts) did not preclude such arrangements from being incorporated under
the general provisions of former Section 9200, thereby avoiding the
requirements of former Section 9201. Complete Service Bureau v. San
Diego County Medical Soclety, 43 Cal.2d 201, 272 P.2d 497 (1954)(the

language of former Sectlon 9201 is permissive so corporations permitted
to incorporate under that section may also incorporate under former
Section 9200). Section 2204 continues the holding under former law that
nonprofit corporations engaged in assuming or defraying the cost of
heallng arts services were not required to satisfy the restrictions of
former Section 9201 (continued in this chapter as Section 2202). Thus,
for example, mutual or fraternal nonprofit corporations engaged in such
activities need not comply with the requirement that the nonprofit
corporation include as members "one-fourth of the licentiates of a
particular profession.” However, the persons furnishing professional
services for any nonprofit corporations engaged in assuming or defraying
the cost of healing arts must comply with the applicable rules, 1f any,
of professional conduct concerning such arrangements adopted by the

particular professlonal board under which such persons are licensed.
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404~649 § 2205

§ 2205. Application to existing corporations

2205. For the purposes of this chapter:

(a) A nonprofit corporation formed under former Section 9201 of the
Corporations Code is deemed to be a nonprofit corporation formed under
Section 2202,

(b) A nonprofit corporation formed under former Section 9201.2 of
the Corporations Code is deemed to be a nonprofit corporation formed

under Section 2201.

Comment. Section 2205 makes clear that those nonprofit corpora-
tlons formed under former Corporations Code Sections 9201 and 9201.2 are
governed by the provisions of this chapter. Honprofit corporations
formed under prilor law for the purposes of defraying or assuming the
cost of professional services which were not governed by former Section
5201 or 9201.2 are not, however, governed by the provisions of this
chapter except to the extent stated in Section 2204, See Section 2204

and the Comment to that section.
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404~650 § 2301

CHAPTER 4. PORT AND TERMINAL PROTECTION
AND DEVELOPMENT CORPORATIONS

§ 2301. "Public apency'’

2301. As used in this chapter, "public agency,” includes a port
district, river port district, munlcipal port district, harbor district,
harbor fmprovement district, joint harbor improvewent district, board of

harbor commissioners, city, or county.

Comment., Section 230! is the same in substance as former Section
10700 of the Corporations Code. The reference to the Board of State
Harbor Commissioners in former Section 10700 has been deleted since this
board no longer exists. 3See Cal. Stats. 1970, Ch. 385, § 2, repealing

former Govt. Code § 1700 et seq.

404651

§ 2302. Public apency’s authority to participate in nonprofit cor-

poration

2302. A public agency owning or operating any port or marine ter-
minal or organized for such purposes may assoclate itself with other
public agencles, private corporations, and individuals in the formation
under the Ndonmprofit Corporation Law--General Provisions, and may become
and remaln a member, of a nonprofit corporation organized under the
Nonprofit Corporation Law--General Provisions for the purpese of carrying
on a program of nonregulatory activities in the common Interests of its

members including but not limited to any or all of the following activities:
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§ 2302

(a) Studies and research into traffic conditions, cargo volume,
rate structures, cost factors, commercial transportation practices, and
similar fields, and the acgquisition and dissemination of information
relative to these and similar subjects.

(b) The representation of the common Interests of its menbers
before federal, state, and local legislative and administrative authorities.

(c) Service as a facility for the cooperation of its members and
the coordination of thelr activities toward the maintenance and improve-
ment of the commerclal welfare and competitive position of the ports and
terminals owned or operated by 1ts members, the malntenance of equitable
and nondiscriminatory rate structures, and the elimination of inequit-
able, unfair, or discriminatory trade practices adversely affecting the
interests of its umembers,

{d) The undertaking or coordination of any other program of related
actlvities or in related fields for the mutual benefit of 1ts members as

may be desired by the membership.

Comment. Sections 2302, 2303, and 2304 continue the substance of
former Corporations Code Section 10701. The reference in former Section
10701 to 1ncorporators has been omltted since incorporators are no
longer provided for in the Honprofit Corporation Law-General Provisions.
See the Comment to Section 201, The portion of former Secticn 10701
defining a public agency as a “'person” for the purposes of the Homprofit

Corporation Law-General Provisions has been omitted as unnecessary.
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404-652 § 2303

§ 2303, Powers of partlcipating public agency

2303, A public agency participating as a member of a nonprofit
corporation as provided iam Section 2302 way engage in the following
activities:

(a) Pay the dues and assessments required by the nonprofit corpora-
tion of its members.

{b) Make contracts or enter into agreements necessary to carry out
the purposes of this chapter.

{c) Appoint an individual as its representative to the nonprofit
corporation to exercise the voting power of the public apency and to act
in its behalf with respect to such nonproflt corporation.

{d)} Perform all other acts necessary and proper to carry out the

purposes of this chapter.

Comment. See the Comment to Section 2302,

404-653

§ 2304. Limitation on liability for assessments

2304. No public agency shall become or remain a member of a non-
profit corporation pursuant to thls chapter unless the articles of in-
corporation or bylaws of the nonprofit corporation include at all tiwmes
a provision limiting the liability of members for assessments to a

specified or clearly ascertaivable amount.

Comment. See the Comment to Section 2302.
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404-654 § 2305

§ 2303. Lxewmptions; securities regulations; taxation

2305, WwWhen and during such times as public agencies or individuals
authorized to represent them and act in their behalf constitute a major-
ity of the directors and are entitled to exercise a majority of the
voting power of a nonprofit corporation pursuant to thls chapter:

{a) The Corporate Securities Law does not apply to mewmberships nor
to membership certificates issued by the corporation; and

{b) The corporation is exempt from payment of any taxes under the
Bank and Corporatlon Tax Law (Part 11 of Division 2 of the Revenue and

Taxation Code) except as provided in Article 2 of Chapter 4 thereof.
Comment. Section 2305 is the same in substance as former Corpora-

tions Code Sectiom 10703. The reference to incorporators has been

deleted in conformity with Section 201. See the Comment to that section,
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Memorandum 74~33

EXHIBIT III

404~381 § 395.2

Code of Civil Procedure § 395.2, Action against unincorporated assocla-

tion {amended)

395.2. Subject to the power of the court to change the place of

trial as in other cases, a proper county for the trial of an action

against an unincorporated asscciation 1s:

(a) The county where the contract is made or is to be performed, or

where the obligation or liability arises, or where the breach occurs; or

(b) If am the unincorporated association has filed a statement with
the Secretary of State pursuant to Section 24003 of the Corporations
Code listing its principal office in this state, the prepe¥ county
for the £¥ia} of ap actien sgeinst such unineorporsted asseecdatieon
48 the same a8 & weuld be 3£ the umineorpeorated asseciatien vere a
corperatien andy fer the purpese of determintns such eeurtys the
prineipat place ef business of +the unineorpsrated asseeiatien shald
be deemed £e be in which the principal office #r thie state 30 listed
in the statement 1s gsituated; or

(c) If the unincorporated asgociation is not one described in sub-

division (b), any county in which any member of the assoclation resides

at the commencement of the action .

Coamment. Section 395.2 is amended to state 1n one section the
rules governing venue in actions agalnst unincorporated associations.
Subdivision (a) continues the rule formerly stated in Section 395.5.
Subdivision (b) continues the substance of the rule previously stated in



§ 395.2

Section 395.2. Subdlvision (c¢) codifies the rule stated in Juneau

Spruce Corp. v. Int'l Longshoremen's & Warehousemen's Union, 37 Cal.2d
760, 235 P.2d 607 (1951} {construlng Sectlon 395 of the Code of Civil

Procedure).

404~382

Code of Civil Procedure § 395.5. Action agalnst corporation (tech-

nical amendment)

395.5. Subject to the power of the court to change the place of

trial as in other cases, a proper county for the trial of an action

against A a corporation er asseefatien may be sued in the is:

{a) The county where the contract is made or is to be performed, or
where the obligation or liability arises, or where the breach occurs; or
+n

{b) If the corporation is other than a nonprofit corporation, the

county where the principal p#aee e£ office in thils state for the traus

action of the business of such corporation is situvated y subjeet

to the powe¥ of the eeurt to change the place of t£riel as in ether

eqages .

(c) If the corporation is a nonprofit corpeoration, the county where

the principal office in this state for the transaction of the affairs of

such corporation is situated.

Comment. Section 395.5 is amended to conform teo the terminology
used in the Corporations Code and the lonprofit Corporations Code. The
apendment is Intended to make clear that the place designated in the

articles of Incorporation pursuant to Corporations Code Section 301(c)
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§ 3v5.5
or Honprofit Corporations Code Section 501{(d) as the principal office
for the tramsaction of business or, in the case of a nonprofit corpora-
tion, affalrs of the corporation is equivalent to the requirements of
thls section for the purpose of venue. This result codifies the holding
of Hardin v. San Jose City Lines, 103 Cal, App.2d 688, 230 P.2d 31
{1951) (corporation cannot defeat jurisdiction by showing that it has no

place of business in the county or district designated in its articles).
Cf. Gutierrez v. Superior Court, 243 Cal. App.2d 710, 52 Cal. Rptr. 592

(1966). The reference to venue against asscciations has been deleted

from Section 395.5; this 1s now covered in Section 2395.2.



Memorandum 74-33

EXHIBIT IV

404~383 § 12000

CONFORMING CHANGES IN EXISTLIG STATUTES

CHAMBERS OF COMMERCE, BOARDS OF TRADE, MECHANICS' INSTITUTES

Corporations Code § 12000 {techmical amendment)

12000, Corporations for the formation and organization of chambers
of commerce, boards of trade, mechanics' institutes, and other associa~
tions for the extension and promotion of trade and commerce, or the
advancement, protection, and improvement of the mechanlc arts, may be
formed with or without capital stock by 20 or more persons. If the cor-
poratlion 1s to issue shares it may be incorporated in the manner pre-

scribed in the General Corporation Law (Division 1 (commencing with

Section 100) of the Corporations Code) , or it may be inmcorporated with-

out shares as provided in the Senere? Nonprofit Corporation Eew Law—-—

General Provisions (Division 2 {(commencing with Section 101) of the

Noanprofit Corporations Code) .

No corporation formed under this part shall engage in any mercan-

tile, commerclal, or mechanical busilness.

Comment. Section 12000 is amended to make reference to the Non-
profit Corporation Law--General Provislons instead of to the former

General Nonprofit Corporation Law which it supersedes.



504-384 § 12205

COOPERATIVE CORPORATIONS

Corporations Code § 12205 (technical amendment)

12205. The previstens of Bivisien = ef Fieie ¢ of this eedes

velating &o nenprefis cesperatienms; apely Nonprofit Corporation Law--

General Provisions (Division 2 (commencing with Section 101) of the

Nonprofit Corporations Code applies to cooperative corporations formed

under this part, except where suck previsiens a¥e it Is in conflict with
thege ef this part. Corporations formed under this part have and enjoy
all rights, powers, and privileges granted generally to ncnprofit corpora-
tions by the laws of this state, except as may be inconsistent with the

provisions of thils part,

Comment. Section 12205 is amended to make reference to the Nonprofit
Corporation Law-General Provisious instead of to the former General Hon-

profit Corporation Law which it supersedes.

404~385

CALFORNIA JOB CREATION CORPORATION

Corporations Code § 14080 (technical amendment}

14080. The prevEstens of the Semexal Nonprofit Corporation baw
£Rare 1 {eomencing with Seceien 90003 Biwvistem 2 of this t£itie)d

zelative to nenprefit pcorperatiens appiy Law--General Provisions (Division

2 (commencing with Section 101) of the Nonprofit Corporations Code)




§ 15080
applies to corporations formed under this chapter, except as to matters

otherwlse provided for in this chapter.

Comment. Section 14080 is amended to make reference to the Nonmprofit
Corporation Law-General Provisions instead of to the former General Non-

profit Corporation Law which it supersedes.

404-~386

CORPORATIONS TO ADMINISTER LIBRARIES

Education Code § 28704 {technlical amendment)

28704, Each corporation incorporated under this chapter (commencing
at Section 28001) shall have the powers granted by the provisions of the
Nenprofit Corporations Code and Jtier laws of the state relating to
private nonproiit corporations, which are not inconsistent with those

granted by this chapter (commencing at Sectlon 23001},
Comment. Section 28704 1s amended to refer to the Nomprofit Corpora-

tions Code which supersedes the Corporations Code inscfar as that law

applied to nonprofit corporations.

404-387

PRIVATE COLLEGES, SCHOOLS, AND INSTITUTIONS GENERALLY

Education Code § 29018 (technical amendment)

29018. {a) If a corporation formed pursuant to this article 1s to

be authorized to issue shares of stock, the articles of incorporation

-



% 29018

shall state the total number of shares which the corporation shall have
authority to issue and (1) the aggregate par value, if any, of all
shares, and the par value of each o” the shares, or (2) a statement that
all the shares are to be without par value and except as herein provided
shall be treated for all purposes as being incorporated pursuant to

General Corporation Law { Division 1 (commencing with Section 300) of

Title 1 of the Corporations Code ) .

(b) If a corporation formed pursuant to this article is to be au
thorized as a nonprofit corporation without authoricy to issue shares of
stock, the articles of Ilncorporation shall so state and except as
herein provided, such corporation shall be treated for all purposes as
being incorporated pursuant to Part % €ecbracdng Seetions 9680 fe
93803+ fnedusived of Biviatem 2 of Fitie & ef the Losporatiens Gede
ard gshalt have the peneral: pewess geanted by Seetdemn 18266 ef she

Serporattons €ede the Nonprofit Corporation Law--General Provisions

(Division_g {commencing with Section 101) of the Nonprofit Corporations

Code) .

Comment. Section 29G18 is amended to make reference to the Non-
profit Corporatlon Law--General Provisions instead of to the former
General Honprofit Corporation Law which 1t supersedes. The reference in
the last sentence to the general powers granted by former Section 10206
1s deleted. Former Section 10206 (powers of a charitable corpcration)
is superseded by Section 303 (powers of a nonprofit corporation); there-
fore, a specific reference to the particular powers of a charitable cor-

poration is no longer necessary.



404-388 § 18961

GUARARTEE OF THRIFT ACCOUNTS

Financial Code § 13961 {technical amendment)

18961, Wiehin 60 days afser the effectdve date ef &his chapters
a3t All industrial loan companies which have issued and ocutstanding
investment or thrift obligations, shall establish a cerporation under
the Gemeral Honprofit Corporatlon Eav {Part ¢ {cemseneing with Seeiien

98883+ Bivisten 25y Fiele 2y Cevperatiens Eoded Law--General Provisions

{(Division 2 (commencing with Section 101) of the Nonprofit Corporations

Code) to opperate under the name Thrift Guaranty (Corporation of California.

Comment. Sectlon 18961 is amended to make reference to the Non-
profit Corporation Law--General Provisions instead of to the former
General Wonprofit Corporation Law sudch it supersedes, The introductory

clause of the section 1s deleted as obsolete,

404389

SALE OF LOCAL SECURITIES

Government Code § 5800 (technical amendment)

5800. As used in this chapter, “nonprofit corporation’ means any
nonprofit corporation formed under the Honprofit Corporations Code or
otherwise, which proposes to aid any public body by 1ssulng securities

to finance any one or more public projects.

Comment. Section 58G0 1s amended to refer to the Nonprofit Cor-
porations Code which supersedes the Corporations Code insofar as 1t

applied to nonprofit corporations.
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404~390 § 50568

SURPLUS REAL PROPERTY

Government Code § 530568 (technical amendment)

50568. Unless rhe context otherwise requires, the following
definitlons govern the comstruction of this articie:

{(a) "Persons and families of low and moderate income" means persons
and familles financially eligible for admission to developments assisted
by the Federal Department of Housing and Urban Development Section 235
and 236 programs.

(b) "Limited dividend housing corporation’ means any joint venture,
partnership, limlted partnership, trust or corporatlion organized or
existing under the laws of this state or authorized to do business in
this state and subject to the restrictions of Division 24 of the Health
and Safety Code.

(c) "Housing corporation” means a corporation organized pursuant to
the community land chest law in Division 24 of the Health and Safety
Code.

(d) "Nonprofit corporation" means a nonprofit corporation incorporated
pursuant to the previsdens eof the Germerat Nonprofit Corporation baw

Law-~General Provisions (Division 2 (commenciag with Section 101) of the

Nonprofit Corporations Code) and whose articles of incorporation provide

that the corporation has been organized exclusively to provide housing

facilities for persons of low and woderate income.

Comment. Sectlon 50568 is amended to make reference to the Non-
profit Corporation Law--General Provisions instead of to the former

General Nonprofit Corporatlon Law which 1t supersedes.



404-391 § 436.2

HEALTH FACILITY CONSTRUCTION LOAN INSURANCE

Health & Safety Code § 436.2 (technical amendment)

436.2, Unless the context otherwise requires, the definitions in
this sectlon govern the constructlon of this chapter and of Section
32127.2.

{(a) "Bondholder" means the legal owner of a bond or other evidence
of indebtedness issued by a political subdivision or a nonprofit cor-
peoration.

(b) "Borrower' means a political subdivision or nonprofit corpora-
tion which has secured or intends to secure a loan for the construction
of a health facllity.

(c) "Construction” includes construction of new bulidings, expan-
slon, modernization, renovation, remodeling and alteration of existing
bulldings, and inltial or additional equipping of any such buildings.
"Construction" also includes consulting, financing, architectural, and
engineering costs and fees, cost of land acguisition and site develop-
ment, Iincluding parking facllities, and all cther costs necessary or
incidental to construct a new bullding or to expand, wodernize, renovate,
remodel or alter an'existing bullding.

(d) "Council" means the Advisory Health Council.

(e} "Debenture" means any form of written evidence of indebtedness
issued by the State Treasurer pursuant to this chapter, as authorized by
Article XIII, Section 21.5 of the Californla Constitution.

(f) "Department” means the State Department of Health.

(g) "Fund" means the Health Facility Construction Loan Insurance

Fund.
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(h) "Health facility' means any facility providing or designed to
provide services for the acute, convalescent, and chronlcally ill and
impaired, including but not limited to public health centers, community
mental health centers, facllities for the mentally .retarded, nonprofit
community care facilities that provide care, habilitation, rehabilita-
tion or treatment to mentally lmpaired persons, znd general tubercu-
losis, mental, and other types of hospitals and related facilities, such
as laboratories, outpatient departments, extended carec, nurses' home and
training facilities, offices and central service facilities operated in
connectlon with hospitals, diagnostic or treatment centers, extended
care facilities, nursiong homes, and rehabilitation facilities. Except
for faclliities for the mentally retarded, "health facility™ does not
laciude any institution furnilshing primarily domiciliary care.

(i) "Lender" means the provider of a loan and its successors and
assigns.

(3) "Loan" means money or credit advanced for the construction
cogts of the health facility, and includes both Initial loans and loauns
secured upon refinancing and may include both interim, or short-term
loans, and long-term loans. A duly authorized bond or bond issue may
constitute a "loan."

(k) "Maturity date" means the date on which the loan indebtedness
would be extinguished 1f paid in accordance with periodic payments
provided for by the terms of the loan.

(1) "Hortgage' means a first mortgage on real estate. ‘“Hortgage"
includes a first deed of trust.

(m) "Mortgagee' includes a lender whose loan is secured by a mort-

gage. ''Mortgagee' includes a beneficlary of a deed of trust.
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{n) "Mortgagor’ includes a borrower, a loan to whom 1s secured by a
mortgage, and the trustor of a deed of trust.

(o) "Nonmprofit corporation” means any corporation organized under
the Seneraz Nonprofit Corporation bhaw <{Pavt 1 {commepedng with Seetien

50889y Bivisien = of the Cercerasiens Gedesy Law--General Provisilons

{Division 2 (commencing with Section 101) of the donprofit Corpeorations

Code), or its equivalent under the laws of the state of incorporation,
organized for the purpose of owning and operating a health facility.

(p) "Political subdivision' means any city, county, cilty and couaty,
and local hospital district.

{q) "Project property" means the real property upon which the
health facility is, or is to be, constructed, the health facility, and
the initial equipment in such health facility.

(r) "Public health facility" means any health facility which is or
will be constructed for and operated and maintained by any city, county,

city and county, or local hospital district.
Comment. Section 436.2 1is amended to make reference to the Non-

profit Corporation Law--General Provisions instead of to the former

General Nonprofit Corporation Law which it supersedes.

404=-393

VEHICLE REGISTRATION

Vehicle Code § 9870 (technical amendment)

9870, A nonprofilt corporation organized solely for charitable pur-

poses pursuant to Pers I L{eormeneing with Seesdon 38093 er Pars 3

~-0-
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teemmencing with Scesden 302003y Bivisierm 25 Fitle + of the Cerperctiens

Sece the Nonprofit Corporations Law--General Provisions (Division 2

{commencing with Section 101) of the Nonprofit Corporations Code) ,

which purposes relate to promoting the ability of boys and girls to do
things for themselves, to train them in scoutcraft and camping, and to
teach them patriotism, courage, self-reliance and kindred virtues, shall
not be required to pay the fees provided for in Sections 9853, 98355,

9860, and 9867.

Comment, Section 9370 is amended to make reference to the Non-
profit Corporatlion Law--General Provisions instead of to the former
General Nonprofit Corporatlon Law and the law for Corporations for

Charitable or LEleemosynary Furposes which 1t supersedes.

~10-



Memorandum Th-33
EXHIBIT ¥

CORPORATIONS CODE ANALYSIS

Title Sectlon
GENERAL PROVISIONE . . ... . .. ... ... ... 1

1. CORPORATIONS . ... ... . ek o e . 108
2, PARTNERSHIPS R %! § |
3. UNINCORPORATED ASSOCIATIONS [ B . 20000
4. SECURITIES . B e o ... 25000
5. SUBYERSIVE ORGAKIZATION REGISTRATION LAW . ... 3300
6-3. BLANK : )
10. REPEALS .. ... ... .. ... v 100000

GENERAL PROVISIONS

{Section 1)
TITLE 1. CORPORATIONS
Divislon
1. General Cerporation Leaw .. ... e o 100
Part .

1. General Provisions ... o oeooi e 100
2  Formation and By-Laws . . ... 800

Chapter
1. " Articles of Incorporation -..... e e 300
2, By-Laws - e 500
3. Directors and Management .. ... .. ... ... ._... 80O
4. Corporate Finanee - .. .. ._... 1100

Chapter
1. Issue of Shaves . . ..l ieaia-- 1100
2. ILiabilities in Connection with Issue of Shares 1300
3. Dividends ... 1500
4. Purchase and Redemption of Shares .......... 1700
3. Stated Capital and its Reduction - ... __._.. 1300
6. Shareholders ... . .o e i 2200

Chapter ’
1. Meetings and Voting Rights -__..._...... ... 28200
2. Certificates and Transfera of Shares _.___. 2400
Artlcla

1. Certificates and Transfers on Books. . 2400
2. Uniform Stock Tranafer Act [Re-

pealed] . e 24B0

2. Assessments - ... ..ol aeiiiaeea..-. 2700

&, Corporate Records and Reports RISV 1| 1)
7. Bervice of Process on Domestic Corporations -....... 3300

24 Lal Code
i65i3 PR 5




CORPORATIONS CODE
Dvislon

1. General Corporation Law-—Continued
8. Organic or Fundamental Changes .. . . . .. . ..
CGhagter
1. Amendment of Articles -
Articls
1. Purposes . .
2. Adoption and Approval
3. Certificares of Amendment .
4. Extension of Corporate Existence
5. Restaiement of Artieles .. .. .. _ ..
2. Mortgage or 3ale of Assely .
3. Merger and Consolidation e L
Arifcte
1. Precedure and Effect . . . ..
2. Compensation of Dissenting Share-
haolders ... .
4. Recrganization under Federai Laws .

9. Winding Up and Dissolution _ ... ... e

Chapter
1. Commencement and Supervision of Proceed-
ingd ... .._........ e e
Artivle :

1. Voluniary Proceedings ... _.__.
2. Involuntary Proceedings by Dxrectcra
or Shareholders .. ... ... ... ...
3. Proceedings hy State . .. ... .....
2. Directors .. .. .. el e
- 3. Distributions -. .. ... .. ... R
4, Orders, Certificates, and Decrees of Winding
Up and Dissclution .. ... ... e
5. Continuation After Dissojution ... - ... ....

10. Revivor and Restoration of Rights Suspended or For-
feited for Nonpayment of Former Taxes and Li-
cense Fees .. ..o ...

Chapter
1. Property Taxes ... ... ....... ............
2. License Fees ... ... ... .. ... .. ...
11, Foreign Corporations ...... ... ... ... ...

Chapter
I. Definitions - - ... .. ...
2. Application of Part .
3. Qualification for Transactlon of Intrast.ate
Business . . .
8.5 Doing Business in t}ns Star,e _________________
4. Service of Process ... .. ... ... __.._.. ..
5. (Court Proceedings ... _ . ...
6. Surrender of Right to Tranaan.t Intrastate
Business .. . e e e
7. Offenses and Penalt:eq el

6

Section

3600

3600

3600
3630

--2670

3700
380G
3900
4100

4100
4360
4400
4600

4600
4600

4650
4690
48G0
5000

5200
5400

5700

B700
5900

6200
6300

6400
6450
8500
6600

£700
6800



ANALYSIS

Division Seotlon
2. Nonprofit Coerporations . e o 8000
Part
1. General Nonpiofit Corpursdon Law ... ... ... . .. 900}
Chapter .
1. General Provisiens .. . - . .. ... ... 9060
2. Formation apd By-Laws ... .. .. _.__. .. G200
Artlcle
1. Purnoses . .. - . . e eewe-.-- D209
2. Articles of inccrpmaucn - 51
3. By-Laws e e oo 8400
3. Direstors and Man“gtm“m e e . 8509
4, Members . ... - T 1144
5  Merger nnd uO'!dClllﬂatlUﬂ e e 9700
8. Winding Upn and Dissciution e el 980H
2. Corperations Sole . ee e 10000
3. Corporutions for Charitable or Eieemosynary Purpases 10200
3.5 Trust Fands - .. ... .. o V1 ¢ 11
4. Societiea for Prev:entmn of Cruelty to Children and
Animals e 10400
5. Port and Terminal Protechun and Dew—:]opment Corpo»
rations . - ... ol e L. eeliio........ 10700
3. Corporations for Specific Pu*poses e e _. 12000
Part .
1. Chambers of Commerce, Boards of Trade, Mechanies'
Institetes, etc, .. .. ... e e 12000
2. Cooperative Corporations . . . . ... ... .. ...12200
Chapter
1. Definitions and General Provisions . .. . .. 12200
2. Formation and By-Laws ... ... . ... . . . 12400
Artlcle
1. Articles of Incorporation ... ... ... 12400
2. By-Laws . o . 12450
3. Ilirectors and Management S ... 12600
4. Sharehoiders oL 12TDD
5. Corporate Finance .. .. . .. .. ... .... ... 12800
§. Amendment of Articles L. 12900
7. Offenses - . ... . ... o_......-. . . 12950
3. Fish Muarketing .. e el ) 13200
Chapter
1. General Provisions and Definitions .. - . . 13200
2. Formaticn, Articles, and By-Laws .. ... 13220
Article
1. Formation . . ... .. e ... . 13220
2. Articles of Incorporatmn S ... . 13zes
3. By-Laws e e 13240
3. Officers - . L _ . R32Y5
Articla
1. Geperally - . .. el .. .. . 18275
2 Removal of Gfftcers .~ . . . . 13290
4, Member- - 13300
5. Steck . . - . 13310
6. Powers Co . . 13325
7. Marketing Contracts ... .._.. 13330

7



CORFPORATIONS CODE

Divislon
3. Corporations for Specific Purposes—Continaned
Part Section
4. Professional Lnrpomt ons . : 13400
5. (California Job Creation Program .. 14000
Chapter
1. Californiz Job Creation Corporations 14060
Artleis
1. Generat Provisions - S 14000
2. Definitions - . 14010
3. The California Job Lreation Program
Board . 14020
3.5 Administration : . 14023
4. Incorporation of Nonprofit California
Job Creation Corporation . 14030
45 Bylaws . ... ; .. 14035
8. The State Job Cmatmn Loan Guaran-
tee Fund . 14040
6. Regional Job Creation Corporation
Loan Guarantee Fund . 14045
7. Board of Directors . 14060
7.5 Job Creation (orporatmn Loan Com-
mittee . 14066
8 Members .. - e 14070
9. Powerz and lelt.atmn: . 14080
10. Participation ... . wee e -o.. 14090
11, Anpnual Audit and Report 14100
11.5 Conflicts of Interest . 14110
12. Depositories . 14115
13. Migcellaneous ... . . .. . .. 14120
2. Small Business Assistance o 14150
Article
1. General Provisions _.. . . . 14150
2. Definitions ... ... ... oL 14180
3. Administration . : 14164
4. Technical Assistance . . . . .. . 14170
TITLE 2. PARTNERSHIPS
Chapter
1. Uniform Partnership Act .. ... el 15001
Articls
1. Preliminary Provisions .. .. ... ... . 15001
2. Nature of Partnership . 15006
3. Relations of Partners to Per-aons Dealmg w:th the
Partnership .. . L . 15009
4. Relations of Partners to One A'mther ce e o..--. 1B018
5. Property Rights of a Partner S ... 16024
6. Dissolution and Windiog Up ... ... . .. ... ... - . 15029
7. Miscellaneous Pravisions .. . o . 15044
2. VUniform Limited Partnership Act . . . .. .. 15501
3. Process Agents for Certain Foreign Partnerqhms . 158780

8



ANALYSIS

TITLE 2. UNINCORPORATED ASSOCIATIONS

Part g Seclion
1. In General e el il Ll 20000
2. Nonprofit Associations . . ... ... ... . ... ... ... 21000
Chapter ‘
i, Pefiuition - . e e ... 21000
2. Liabibity of Members ... ... ... ... ... L. 21100
3. Madical Assoriationn . e e e e L1200
4. Insigria ... ... . ... ... 2200
5. Death Benefit Payvments by Fraternal Soczet:es .. 21400
3. Joinu Stoek Aasociations . . .. ... a2 32000
4. Real Estate Investment Trusts R . -0 {11
5. Liabihity: Levies Againyt Property; Designation of Agent
For Service and of Principal Office ... ... .1 .. . ... . 24000

TITLE 4. SECURITIES

Divlsion
1. Corporate Securities Law of 1968 = ... . - ______._.... . 25000
Part
1. Definitions .. . . e e e . 25000
2. Qualijfication of the ba!e ef Secnntles e e 25100
Chapter
1. Exemptions R {3 [ )11
2. Issuer Transactions . ; . .. .. 25110
3. Recapitalizations and Reorgamzatlons ... 23120
4. Nonissuer Transactions . .. ) 25130
3. Authority of the Commissioner . . .. .. .. 25140
6. General Provisions . o . ... 25180
3. Regulation of Agents, Broker-Dealers and Invesiment
Advisers .. o . 25200
Chapler '
1. Exemptiony . 25200
2. Licensing of Agents and Broker—Deaiers 25210
3. Licensing of Investment Advisers . 25230
4. General Provizions ; ... .. .. 25240
4. Advertising Securities A S 25300
5. Fraudulent and Prohibited Practices - . . . . . . 25400
6. Enforcement . e e e o 25500
Chapter
1. Civil Liability e 25500
2. Powers of the Comnuasioner e 25530
3. Crimes - e e 25540
4. Service of Process 25550
7. Administration . ) 25600
8. General Powers . . . 25700
9, Curative Permits under Prior Law . 25400

9




CORPULRATIONS CODE

Divislon )
2. SBecurity Owners Proteetioi

4.5 Commodity Advisers

5. Franchise Investment Law .. .. . . ... .. ..

Chapler
1. RBefinitions and General Provisicns
2. Certificates L
3. Enforcement ... ..
Retirement Systems.Disclosure Law ...
Ghagier
Detinitions and Generai Provisiens

Administration .
Enforcement

TR

Fees [Repealed]

BucketShop Law ... .. e e

Chaptsr
1. Definitions .-... ... ... .
2. Prohibited Activities .

3. Reguired Records aud Statements Cee

_ Chapler

Definitions

Licensing . ... R
Prohibited Act1v1t1es ............

Powers of the Comm;ssnoner

Civil Liability .. ... ... ..... ..
General Y'rovisions - .

SR A

Part

1. Definitiona ... .. ... .. ... e
2. Regulation of the Sale of Franchises .. ... _.

Chaptler

Reporting and Disclosares . . ... .

Crimes . ... oo .

Regulation of Ret:rement Systcms [Rupealed‘

Sectlen
27060

27000
27100
27200

ZROD0

28000
258100

- 28200

28300
28400
28500

. 29006

.. 28000
. 28100

29200
29500

. 29500

Regulation . e

Fees ... .. .. e e e
. 29560

29510

. 20525

29535
29550

29570

.. 29580

29590

1. Bxemptions .. ... . ... ... ... .. ...
2 Diselosure . ... .. Ll

3. General Provisions . ... . e
3. Fraudulent and Prohibited Practlces e

GChapter
1. Fraudulent Practices .. .
2. Prohibited Practices

. 30000

- 31000
. 31100

31100
31110
31150

- 312060

. 31200

4, Enfercement .. ... . ... . ... e e

Chapter

1. Civil Liability . O

2. Powers of the Commls:,mner

3. Crimes .. _. e el o

4. Service of Prow:is
5. Adminigtration .. . ... .. . ..
5. General Provisions ...

31210
31300

31300
31400
31410
31420

- 81500

31510

LS



.-

Chapter

ANALYSIS

TITLE 5. - SUBVERSIYE ORGANIZATION
REGISTRATION LAW

Sectlon
1. Definitions and General Provisions -. .. ._..... ..._..._..._... 35000
2. Filing Information and Documents ... ... ... .. .. 35100
3. Literature . . . e e e aa.-.. 35200
4. OFfeISERE - - oo eeee . ._.._ 35300

TITLE 15. REPEALS
{Section 1000047

1




