#77.150 3/27/76

Hemorandum 76-36
Subject: Study 77.150 - Honprofit Corporations (Records and Reports)

Attached to this memorandum is a draft of Chapter 15 of the Nomprofit
Corporation Law. The Commission covered the first two articles of this
chapter at the last meeting and these articles have been revised to
reflect the pelicy declsions made at that meeting. The Commisaion
congidered the first two sections of the third article at the last
nmeeting, but the neeting concluded before any additional sections could
be considered. The third article is set out just as it was in the
material prepared for the last meeting.

In the comments below, we note for your attention various matters
with reference to the first two articles and provide backgound information
concerning the third article.

§ 6510, Required beoks and records

The substance c¢f this section was tentatively approved, Hoyeuer,
the wording of subdivisions (c), {(d}, and (e) should be reviewed by the

Commission.

§ 6311. Form of records; place where kept

Subdivision (a) was previously approved. Subdivision (b) yas not
included in the prior draft but is consistent with Sectilon 1500,

Article Z--Annual Report; Financial Statements

This article has been completely rewritten to conform to the decisions

made at the last meeting. The sections have been reorganized and renumbered.

§ 6520. Annual report required unless bvlaws cotherwise provide

The introductory clause would permit the bylaws to require additienal
information or to require less information, to require that the report
be mailed to each of the members, or to dispense with the report entirely.

This is in conformity with the decisions made at the last meeting,

§ 6522, Annual report; financial information

This section has been revised in accordance with the decisins made

at the last meeting; the wording of the section should be reviewed by

the Commission. ]



§ 6527, Members' right to obtain fiscal information

This section has been completely rewritten. It has been conformed
to the decisions made at the last meeting concerning the Annual Report
and the right to obtain fiscal information. However, there are a number
of policy decislons made by the staff in redrafting the section that
should be reviewed by the Commission. The entire section should be

reviewed for substance and wording at the meeting.

§ 6529, Judicial enforcement

This section has been completely rewritten 1n accord with the

decisions made at the last meeting. The redrafting of the section
required various minor policy decislons. The entire section should be
carefully reviewed for substance and wording.

Areicle 3. Statement Identifying Corporate Officers and Offices;
Designation of Agent for Service

This article 1s set forth exactly as 1t was set forth inm the memorandum
prepared for the last meeting., At the last meeting, the Commission -
atarted to consider this article but considered only the first two
dectiona. We have not redrafted the article, primarily because we do
not have the resocurces to have it retyped in time for the meeting,
Morecver, the staff strongly believes that the original annual filing
recommendation 1s sound and that the content of the statement should be
consistent with that required for business corporations. Accordingly,
we request that the Commission reconslder its declsion te require a
fi{ling only once every three years (and to dispense with the existing
requirement of a new filing each time there is a change in officera) and
to eliminate everything from the statement except the name and address
of the chief executive officer, secretary, and chief financial officer
and the address of the corporation. We set out the reasons below under

the discussion of Section 6531.

§ 6531. Statement identifying officers, principal office, and
principal activity '

Section 9300 requires that the articles of a nonprofit corporation
set forth certain items including (1) the specific and primary purposes
for which it is formed, (2) the county in this state where the principal

e



office for the tranmsaction of the buslness of the corporation is located,
and (3) the names and addresses of the orlginal directors, and the
number of directors sc named constitutes the number of directors of the
corporation until changed by an amendment to the articles or, unless the
articles otherwise provide, by a bylaw adopted by the members. There 1is
also authority to have an indefinite number of directors authorized in
the bylaws, the precise number to be changed or fixed by a bylaw unless
the articles provide otherwise. The old General Corporation Law contained
comparable provisions. These requirements were deleted from the articles
in the new General Corporation Law and the Commission has determined not
to continue them in the new Honprofit Corporation Law. The new General
Corporation Law continues the substance of the requirements in the
annual statement the corporation is required to file with the Secretary
of State. This avoids the need to amend the articles to change the
corporate purposes, the address of the principal office, or the number
of directors. At the same time, the Information which was formerly
available from the articles 1s now available in the annual statement on
file in the office of the Secretary of State. The annual statemwent also
contains the name and complete business or residence address of each of
its incumbent directors. Thils would be very useful information, for
example, 1f a member seeks a writ of mandamus tc compel fnspection of
the corporate records. It 1s doubtful that any court would hold a
member of the hoard of directors in contempt for violation of a court
order unless it is shown that the member has been personally served.

The iInformation as to the directors names and addresses will greatly
facilitate such service,

Section 6531 is the same in substance as subdivision {(a} of Section
1502, Section 1502 replaces former Section 3301 (Exhibit II).

Section 6531 adopts the annual filing scheme provided by Section
1502, That section continues the annual filing scheme formerly appli-
cable to business corporations but not applicable to nonprofit corpora-
tions. Nonprofit corporations were subject to the requirement that they
file a statement similar to that required by Section 1502, but a special
provision was included in former Section 3301: "In the case of a non-
profit corporation the statement shall be filed every time there 1s any

change of officers and every fifth year in accordance with regulations



of the Secretary of State rathex than every year." Accordingly, assum-
ing compliance with this requirement, the following changes could take
place without a new stateaent being required: The number of directors
could change, the addresses of the directors could change (although
directors are not listed as "officess" under Section 3301; if they are
to be considered "officers," z new statement would need to be filed if
new directors are elected), the address of the chief executive officer
or other officers could change, the address of the office of the corpo~
ration could changs. Acecoidingly, the information in the office of the
Secretary of State with respect to many nonprofit corporations probably
will not be accurate in many respects. iloreover, it 1s not unlikely
that many nonprofit corporations will overlook the requirement that a
new statement be filed every time there 1s any change of officers so
even this information will not necessarily be accurate, The annual
f1ling system, on the other hand, eliminates the need to file a new
atatement each time there is a change in officers and instead substi-
tutes a systematic method of keeplng the records in the office of the
Secretary of State accurate. The Secretary of State sends out a form
for compliance each yeay in time to permit 1ts completion and filing by
the nonprofit corporation before the end of the filing peried. It
should be noted in connection with the filing requirement that existing
Section 3301 provides that the statement shall be filed without fee if
the corporation is a nonprofit corporation.

The iodel Wonprofit Corporation Act requires the filing of an
annual report with the Secretary of State which contains information
comparable to proposed Section 6531. See Sections 81 and 82 of the
Model Act (Exhibit XII),

Although the filing of the annual statement might be considered
burdensome, the stafi believes that the f1liag of a statement less
frequently is more likely to cause confusion, First, even 1f a renewal
form 1s to be sent by the Secretary of State, it becomes less likely
that it will actually be received 1f the flling period is chree years.
The corporation may move its office and the postoffice will retain the
forwarding record only for a limited time, If a natural persomn is
deslpnated as an agent for service of process, his address may change or

he may die or become an inappropriate agent for process. However, the
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nonprofit corporation may fall to file a new designation. The annual
fi1ling requirement tends to protect agalnst this possibllity since the
agent 1s reviewed annually when the new statement is filed. The personnel
of the nonprofit corporation, usually volunteers, frequently turns over,
and a requirement that must be satlafied only once every three years is
likely to cause confusion because the persons who were aware of the
previous filing requirement are no longer connected with the nonprofit
corporation. In thils connection, the article attached as Exhibit IV,
noting the confusion caused by the five-year filing requirement under

the fictitious business name statute may be of ilnterest. On balance,

the staff is of the view that there 1s just as much, 1f not wore, justificatioo
for an annual filing requirement in the case of nonprofit corporations

as there 1s in the case of business corporations.

§ 6532. Designation of agent for service

Section 6532 is the same in substance as Sectlon 1502(b). A sig-
nificant change made in the new business corporations law 1s that the
designation of an agent for service of process is now wmandatory. For-
merly, such a designation was permissive., The proposed section makes
designation of an agent for service by a nonprofit corporation manda-
tory. In this connection, it should be noted that Sections 8 and 10 of
the Model Honprofit Corporation Act require that a nonprofit corporation
deaignate an agent for service of process. The Illinols General Not for
Profit Corporation Act (Section 10) includes a similar requirement.
Designation of an agent for service of process 18 permissive in New
York. See MNew York Not-for-Profit Corporation Law § 305.

Since the proposed section permits designation of a natural person
as an agent for service of process, the requirement that an agent for
service be designated does not zppear to be unduly burdensome. This 1s
especlally true if the annuval statement of the nonprofit corporation is
to be filed annually as 1s proposed in proposed Sectlon 6531,

The apparent reason that the designation of an agent for service of
process was made mandatory in the new business corporations law is that
the "principal office" of the corporation, which may change from time to
time, 1s no longer required to be specified in the articles. Instead,
the name and address of the initlal agent in this state for service 1is
speclfied in the articles, and thls designation 1s superseded by the

designation made in the annual statement,
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% 6538. Providing public with coples of statements

The new business corporations law does not contain a provision
comparable to subdivision (a) of Section 6538. However, the former sec-
tion, Sectlon 3301, did contaln the substance of this provision. The
staff believes that the subdivision is useful in giving notice that the
statements may be obtalned and necessary to provide the fee. Accord-

ingly, we recommend the subdivision for approval.

§ 6539. HAo fee required
A fee of $5 1is Imposed for filing a statement by a stock corpora-

tlon. HNo fee is imposed for filing a statement by a nonstock corpora-
tion or by & nonprofit corporation. This means, for example, that an
organlzation such as the California State Automoblle Association pays no
fee for filing the statement. HNote that the statement permits (and as
proposed will require) the designation of an agent for service of proc-
ess. If the organization--such as a labor union--1s unincorporated, it
must pay a fee of 515 to designate an agent for service of process. See
Govt., Code § 12185. The staff is unable to see any reason why the
taxpayers generally should subsidize nonprofit corporations in the cost
of administering the filing requirement. The cost will become more sig-
nificant to the Secretary of State 1f rhe proposed annual filing with
the sending of renewal forms by the Secretary of State 1s adopted. For
these reasons, the staff recommends that a fee of $5 be provided for the

filing of the annual statement.

§ 6540. Procedure upon failure to file statement

The business corporations law sectlon--Section 2204--from which
Section 6540 is taken had no counterpart in former law, However, the

provision is a very desirable one.

Respectfully submitted,

John H. DeMoully
Executive Secretary



Mexic 76~36 EXEINIT L
KRN YORK NOP-FOR-PROFIT CORPORATION LAW § 519

& B19. Aunuai eeport of dizectors

ta} The bourd ehali present gt the annus! meeting of members
& repoit, verified by {he preaident and treasurer or by a majority
of the directora, or certified by an independent public or certi-
fled public aceonatast or & {iree of such specovntants selected by
the board, showing in appropriate deiail the following:

{1} The assels and Habilities, including the itust funds,
of the corporation ag of the end of & twelve month fiseal
period {erminating not more than six months ptior to sald
mesting.

(2) 'The principal changes In assets and labilities, includ-
ing truast funds, during the year immediately preceding the
dute of the report. ;

(3) The revenue or recelpts of the corporation, both unre-
stricted and restricted to particulnr purposes, for the year
" immediately preceding the date of the report.

_ {4) The expenses or disbursemends of the corporation, for
" both genersl and restrieted purposes, during the year im-
mediately preceding the date of the report.

(56) The number of members of the corporation as of the

. date of the report, {ogether with a statement of incrense or

decrease in sush number duting the vear immediately pre-
eeding the date of the report, and & statoment of the place
where the nomes and placew of residence of the current

~ membera may be found.

{b} Tha annual report of divestors shall be filed with the rec-
ords of the corporction and ~#her & eopy or an ahetract thereof
entered in the minutes of the proceedingfof the annual meeting
of members,

{¢) The board of a corporetion having no members ahall
direct the president and treasurer o present at the annusl meet-
ing of the bogrd a rveport in accordance with paregraph (s}, but
omitting the roquirem nt of zubparaprank (6). This report shall
be filed with the minutes of the mnnual meeting of the board.
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SECTION 81 ANNUAL REPORT OF DOMESTIC
AND FOREIGHN CONFORATIONS

Each domestic corporation, and each foreign corpora-
ton authorized to eonduct affairs in this State, shall file,
within the time prescrihed by this Aci, an annual report
setting forth:

{8} The name of the corporntion and the state or coun-
try under the laws of which it is Incerporated.

(b} The address of the registered office of the corpora-
tion in this State, and the name of its registered agent in
this State st such address, and, in the case of a foreign
corporation, the address of #s principal office in the state
or country under the laws of which it is incorporated.

{e¢} A brief statement of the character of the affairs
which the corporation is actually conducting, or, in the
case of a foreign corcoration, which the corporation is
actually conduciing in this State,

{d) The names and respective addresses of the direc-
tors and officers of the corporation,

Such annual repert shall be made on forms prescribed
and furnisbed hy the Sccretary of State, and the informa-.
tion therein contained shall be given as of t'ie dute of the
execution of the repori. Tt shail be executed by the cor-
potation by its president, a vice president, secretary, an
assistant secretary, or treasurer, or, if the corporation is
In the hands of 4 receiver or trustee, it shall he executed
on behalf of the corporation by such receiver or trustee.

SECTION 82, FILING OF ANNUAL REPORT OF
DOMESTIC AND FOREIGN CORPORATIONS

Such annual report of a domestic or fore'ign corpora-
tion shall be delivered to the Secretary of State between
the first day of January and the first day of March of each



year, except tha! the fizst earuel report of & demestle or
forelgu vorparation shall be filod botwoen the firsy day of
JTangary ana the firet day of March of the vear next sue-
ceeding the celendar yenr i which its certificate of incor

vratlon oy is certifivate v autherity, as the wase may
he, wan issved by the Seeretary of State. Proof to the
satisfaction of the Secictary of Stale that prior to the
first day of March sueir report was doposited i the Unlted
States mall in a sealed rnvelope, properiy addressed, with
postage prepald, shall he desined a compliance with this
reculrement, I the Secreiare of State tnds that such
report conforms te the requirements of this Act, he shall
file the same. If he finds that % does stot so confarm, he
ghall protapily returs the same to the corporation for any
necessary corrections, in which event the ponalties hete-
inafter prescribed for failure to file such report within the
time hereinabove provided shall not apply, ¥ such report is
cotrrected to confurm to the requirements of this Act
and returncd to the Secrctary of State within thirty days
from the date on which it was mailed to the corporation
by the Secretaty of State.
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. CHAPTER 15. RECORDS AND REPORTS

Article 1. Books and Records Generally

6510, Required books and records

6511, - Form of recordsy place'where kept’ '~

6512, Infcrmation to assessor

Sy

6513. Liability for false report, record, or entry

]

Article 2, Annual Report; Financial Statements

6520, Annual report required unless bylaws otherwise provide
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6522, Annual report; fimancial informaticn

6523, Annual report; membership information

6524, Additional required information

6525, Providing member with copy of annual report

6526, Corporation having no members
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6328, Reports to Attorney General not affected

6529, Judieial enforcement

6529.5. Application of article

Article 3. Statement Identifying Corporate Officers and

Principal Office; Designation of Agent for Service

6530, Applicable filing period defined

6531, Statement ldentifying officers, principal office, and
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6532, Designation of agent for service
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} 6533, Filing new statement when information changes

6534, Statement of resignation as agent, notice to corporation
L-:,—- -

6533, When designation of new agent requited

6536, Renewal forms

6537. Wew gtatement aupersedes previous statement; dispoaai of
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6539. No fee required
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§ 6510, Required bookd and recbfds

1405/938 RPN 5;-5510

L e ST Substance Tentatively Approved
March 19?6
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~CHAPTER 15. RECORDS AND REPORTS | ;

LI -

__A:ticle 13 Books and Recor&é Generally

-

:6510.. Each nonprofit corporation shall keep
"(a) " Adequate and correct bé;ﬁa and records of account. ’
(b} Hinutes of the proceediugs of its merbers; board, a;ﬁ committees
of the board. T
(¢)’ Airecord-of.its meﬁbexs; wﬁi;ﬁ_gﬁéli;iﬁc}pdé:ﬁlj‘tﬁzhname and
address of eachfﬁghber;;(i):whéfe 4 metber may hold mp?égtpgn;pne membership,

the number of memberships held by each member, (3J.uh2te there is more

.than nne class of memberships, the class of each. membership held by each

- CR SR IR PR

_member, and (4} tthdate when the hqlder became a holder of record of

each membetship. e |
(ET)
(d) A record of the terminatiop of each membership, together with

the date of termination, so long as such a record ia necessary to determine

thoae membera entitled to voteé or otherwise ta—patticipa;e 1n the affairs

‘-fof the nonprofit cogporafion

ST

{e} A record of the holders: af c&pital éertifigates which shall
include {1) the name and address of each holder, ¢2) the number and
amount of capital certificates held by each holder, and (3) the date
when the holder became a holder of record of each capital certificate.

Comment. Section 651ﬁ is comparable to the first sentence of
Section 1500.

Subdivision (c¢) is drawn from Section 1500 and from Section 621(a)
of the idew York Not-for-Profit Corporation Law. Subdivision (c){4),

AEEIN.1



which requires that the record of members show the date when the member

" became the holder of réébrd of the membership, is taken from the Hew
York section; this is a new requirement for nonprofit corporations, and
no comparable requirement 1s found in Section 1500.

Subdivi:ioﬁ'(dj, whicﬁ reqﬁires that ﬁ fécard of termination of
memberships .be retained 80 loug 28 Such a record 1 needed for the
purposes of the nonptofit corpotation 18 drawn from former Section 9606
which applied to nonprofit corparétidns: Howéver;fSeét10509606~épparently
required that the record of termination of memberships he retained
fOl’EVET-- - . ir .- o EREPINE R [T B .

The record of the date when a member became a holder of record and

> iwsithe fecord of términation of membeérships ate réquiréd ‘primarily so that
the record of members will be sufficient to determine the.members as of
any relevant record date. See Section [provision comparable to Section

7701 of the GEneral Corporation Law] ”
i Siubdivision {e) is new. " For Tthe ﬁr&btsiﬁhs“reidfiﬁé‘tﬁhéﬂﬁftal

. certificates, see Sections [tp be supplied later). = . vooiwgr e

,1”Poligy Laguen:, . S o R L U L U S S TR T

{1}, Sheuld the record of termination of memherships, and: datei-of: termination,
" be continued as provided in subdivision {(d)? Decision: Yes.

(2) Should the section impose a new requirement that ‘the recotd indicate
' the date when each member became a holder of record? Decision
- Background:' demorandum 76-26 ¢ T 0 TRl s

- . Crbag-Referencer’ ' | @ | Sibtio o oo i

Bylaws, place where kept, § 5213 S e

—

. Note: . The provision relatipg to capital certificates will be retained

only if the Commisaion determines to provide for capital certificates.
;. This matter has pot yet been comsidered. .-, -: . i+ [.. i P
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4057756 § 6511 - aubdivision (a)

Tentatively Approved

March 1976

§ 6511 - subdivision (b)
Staff draft - not previously
considered

-;F.§§ll' Form of records; lace vhere kepe =

| 6511. {(a) The minutes shall be kept in written forn. The u:her
booka aud recorda required by Section 6510 shail be kept eithar in
written fggp or in any other form capable of being converted ingg‘?ritten

) form,

(E) thp records_dese:ibqq_iu spbiivigipns {c) qu 14} of Section

. 6510 ghall be kept by the nomprofit sorpaysticn at its principal sxecutive

Offic. or at the office office of its registrat.

. i
Comment, Subdivision {(a) of Section 6511 is the same in aubstance
as the last two sentences of Section 1500. Sections 6510.and 6511
_ supergegc formeg Seotim 9606 vhich required every nonprofit corporation
" to ﬁe;p a “meuberahip book.“ Noching in this article preveats a nonprofic
corporation from continuing to keep its record of meuhers {n & menbeyship
book. However, Section 6511 permits the unub.:ahip racord te be kept in
any other written form or in any other form capable of being converted
ioto written form. Whatever the form of the membership rvecord, the
record must be sufficient to determine the informstion wequired by
subdivigions (c) and (d) of Section 6510 as of any relevant record date,
See Seetion [provision comparable to Section 701 of General Corporation
Law],

Subdivision (b) is consistent with Section 1500,

Cross-Reference:
Duty to convert records into writtea form, § 6612
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.. Bagkground: : Memorandum 76%26 * % T -

4ds/ies § 6512

;ép- Tentatively Approved
: March 1976

§ 6512, Information to assessor

- . Cnmn bl
6512. Upon request of ap. asseSsor, a domestie or- forelgs nonprofit

corporation owning, claining; possessing, or controlling property 1n

this state subject to local dssesshent shall ‘make available at the '
b

ruagpppyrqfit-co:poration:s.princiyal.office in Ta11fornla or at hlﬁlace"

mutually acceptable to the assessor and the nonprofitc corporatiun'é true

copy.of.the records relevant to thé” emount| ' oet, dnd’s value of all

.. -PESpATty -ghat- it owns; clafmey- possesses, ‘or contfols within the county.

- T T 1Y s

L AT I S

Comment., Secticon 6512 13 ‘the same in subatance a§ Section 1506.

e mat
i LE ome T Eir.‘- it '--{”i-!‘d“ ...:'-‘:-' T
W e Tt
4wl ca

Policz Issue. I e T Cr e d in sanayiue WD el

L0

. lsv;hia-aention ‘neededsfor nonpfbf&t co}poiaéionsf' Decision. Yes
) e e b R
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405/183 § 6513

Tentatively Approved
March 1976

§ 6513, Liability for false report, record, or entry

6513. An offfcer, director, employee, or agent of a nonprofit
corporation who does any of the following is liable jJointly and severally
for all the damages resulting therefrom to the nonprofit corporation or
to any person injured thereby who relied thereon or to both:

(a) Makes, issues, delivers, or publishes any report, circular,
certificate, financial statement, balance sheet, public notice, or
document respecting the nonprofit corporation or its memberships, assets,
liabilities, capital, activities, revenues, recelpts, or accounts which
is falee in any material respect, knowing it to be false, or participatea
in the making, issuance, delivery, or publication thereof with knowledge
that the same is false in a material respect.

{(b) Makes or causes to be made in the books, minutes, records, or
aceounts of a nonprofit corporation any entry which {s false in any
material particular knowing such entry is false.

(c) Removes, erases, alters, or cancele any entry in any books or
records of the nonprofit corporation, with intent to deceive.

Comment. Section 6513 is the same in subatance as Section 1507

except for changes made to reflect the fact that a nonpreofit corporation’

does not 1ssuve shares of stock.

Background: Memorandum 76=26

6513-1



4061247 § 6520

Pl Tentatively Approved
e : March 1976

Article 2. Annual Reéport; Finmancial Statemeénts .. .

'§ 6520, Annual report required unless bylaws otherwise provide

I ) L E I S E L SRR P B FE I LI N VIR T
" 6520, Except to the extent the bylaws otherwlse provide, a nonprofit

" corporation 1s subject to the requirements of Sections 6521 to 6526,
L S R
" inclusive.

Lt . i : ' Coage e

Comment. Section 6520 wakes the provisions of this article relating

to annual reporta applicable to nonprofit corporations except co the

.. .extent the bylawe contaln inconsistent provieions. Thus. far exanPle,

| the bylaws may dispense entirely with the requirement; of an annual

, ;; Fe??:;(o;:mﬁg]proyide for an annual report ghat.containspdiiie;gpt,pt
_more or less, 1nfotmation than is required by this article.. Likewise,
tﬁ? bylaws may require that a copy of the annual report be mailed..to
eéch member rather than be presented af the annual meeting of members as
Fequired by this article., As to the application of this article to

‘prreigp nonppofif:porporations, see Section 6530 and Sect;ggz[%AIS].

- Background: Memorandom 76=26 SR

RCTIEIET. . FR L

Cross-Reference'

Bylaws, proviaions concerning annual report, § ;““ Iprg;;éfbn baqed on
o Section 212($)(3)] BN oo .

Ces20-)



406/248 : § 6521

Tentatively Approved
March 1976

§ 6521. Predentatlon of annudl report -°'

6521, The board shall prepare and present at.-the.annual:meeting of

members dn oral or written annual report as:provided.in thisg article.

.The annual report, if written, shall be.filed with the ireconds. of the

nonprofit corporation. Either a copy or a summary of the angual report

J,,gbagl be entered in the minutes of the proceedings of the annual meeting
At e eHEE n -es .0 e Reeec i nEs e o

T

Of members._ EETE ; i\y':- E . A T :a:',';(;_- . ?.7,!.“.?.._.‘.,, Ny

Froc e gl e

v ng. Section 6521 requirea an annual report unless this requirement

. 1q waived 1n the bylaws. See Section 6520, Section 6521 1s comparable

Lo aubdiviaion {a) of Section 1501 which applies to busineas corporations,
JBug. thg provision authorizing waiver of the annual report requirement
. £9%, business, corporations 1s limited to a corporatiOn with less than 100
h?199¥?;?5 regords of.its.qharea , Any nonpr?fit corpotation may waive
. the requirement, of ap annual report by a9, agprupriate Proviaion in 1ics
bylaws and, unlike the comparable provision of Section 1501, the authority
to waive the requirement of an annual report 18 fiot limiteﬁﬂtovnonprofit
corporations with less than a specified number of membez®.i ;i .
Pour Former ‘Section 9402 {(General:Nenprofit Cexporation Law) provided
that the bylaws of a nonprofit corporation might make/ provision.for the
making of annual reports and financial statements to members, but this
was not a mandatory requirement. As to charitable corporations, see the
Comment to Section 6528.

Section 6521 requires the annual report to be presented at the
annual meeting of members and, if written, to be filed with the records
of the corporation, and either a copy or summary thereof entered in the
minutes. These requirements are drawn from Section 519 of the New York
Not-for-Profit Corporation Law egcept that the New York sectiom requires

a written annual report whereas Section 6521 permits an oral annual

6521-1



report as well. The requirement of Section 1501 that a copy of the
annual report of a business corporation be sent to each shareholder is
- fiot carried over into the nonprofit corporation law in order to avoid
the expense of duplicating and mailing copies of the annual reports to
all the members of the nonprofit corporation. However, nothing in this
article prevents the nonprofit corporation from sending each member a
copy of its annuval report; and if the nonprofit corporation prepares
and presents a written annual report'at the annual meeting of members,
the. nonprofit cqrperation is required.by Section 6525 to mend a copy to
any member who makes a written requeat for one. 1In addition,,even if
the bylaws dispense with the requirements of this article, Section 6527
provides dfﬂtocedhre*whereby'five percent or more of the members may

obtain comparable informstion.
Background: Memorandum 76-26 .. . . ‘ R T 2 T R N I

_.Cross-References.. L S ey

Bylaws, proviaions concerning annual reports, [provision compar&ble to §
212(b) (8)] nonprofit corporation without members, § 6526

“6521-2 . Y
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406/250° R § 6522
o o ‘ 7 Substance ,Tentatively ApprOVEd
ke math Harch 1976

R g

" § 6522.° Annual report, ‘financial information

.<7 6522. (a) Ae used 1n this section, "report date" meens a date
which 18 the end of a:LZ—month fiscal perliod terminating not more than
* 12 months prior to the date of ‘the annual meeting.

(b) The annual report shall show all of the following

(1) The assets and liabilities, including trust funds, of the
nonprofit corporation as of the report date. .. i

(2) The major changes in assets and liabilities, including trust
fundo, “during the 12-month period ending on the report date.'h

T . L . R

(3) The revenue or receipte of the nonprofit corporation, both
unrestricted and restricted to particular purposes, for the 12-month
period ending on the report date.

(4) The expenses or disbursements of the nounprofit corporation, for
both general and restricted purposes, during the l2-month period ending
on the report date.

(c) The statements required by subdivision (b) shall be accompanied
by a report thereon of independent accountants or, if there is no such
report, the certificate of authorized officer of the nonprofit corporation

that such statements were prepared without sudit from the books and

records of the nonprofit corporation.

Comment. Section 6522 adopts the substance of provisions of Section
519 of the New York Not-for-Profit Corporation Law. Subdivision (c),
which is not found in the NWew Your law, 1s the same in substance as the

last portion of subdivision {(a) of Section 1501.

6522=1



Policy Issue:

Is the New York language appropriate for use in Section 65227

Yes, v - SRR

IR '
Y el

Definitions:

Independent accountant, § [comparable to Section 115]
TR S T D SO

Comparable Provisions; “{
‘Secefon 1501(a)™ ' Co s

New York Not-for-Profit Corporatien Law §.519 = e -
Pennsylvania Nouprgf}t Cq:pprg;ioanaygg 12?5_

Background: Memorandum 76-26
TEVURRRERVETI L SOV S T T - O
TR B NN ST B R
X R i e
{ W ' rLi
) - i

6522-2
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4067251 § 6523

Tentatively Approved
March 1976

§ 6523. Annual report; membership information

6523. The annual report shall include a statement of the number of
members of the nonprofit corporation as of a specified date not more
than 12 months prior to the date of the annual meéting.

Comment. Section 6523 is drawn from a similar requirement of
Section 519 of the New York ifot-for=-Profit Corporation Law.

Comparable Provisions:

New York Not-for-Profit Corporation Law § 519
Pennsylvania Nonprofit Corporation Law § 7555

Background: HMemorandum 76-26

5523~1



406/252 § 6524

Not Approved

§ 6524. Additional required information

4!

6524. The annual report shall also include

.Note This sectiom will contain provisions comparable to subdivision
(b), of Sgetion 1500 If such: provisions are determined to be appropriate
e after the subject matter of those’ provisions has been considered. .

6524~1



406/253 § 6525

Tentatively Approved
HMarch 1976

§ 6525. Providing member wiﬁhiéﬁﬁyiof anﬁﬁéifféﬁgi£:7'y

6525. If a writteh annusl }Epaftrﬁas:pfgﬁh;gd.;;a pfégénted to the
-immediately preceding annual meecing of members, the nonptofit corporation
' Tshall mail a. capy of the annual report to any member who makes” a written

request for one.

Comment. Section 6525 reflects the same policy as 1s reflected in
subdivision (d) of Section 1501 (business corporation required to mail

shareholder copy of fiscal information upon written request).

6525-1



406/ 254 . A § 6526

Tentatlvely Approved
March 1976

- § 6526, Corporation having no members

6526. The board of a nonptofit corporation having no members ehall

direct the chief executive officer and chief fiscal officer to present

Fh

.- at the annual meeting of the board a report in accordance with this

article, but omitting the 1nformation required by Section 6523. This

¥

report. ehell be filed with the minntes of the annual meeting of the
g e ;
LT ; o L S e
~ board.

{
LI

Comment. Section 6526 1s the same in substance as a provisinn of

. Section 519 of the Vew York Not—for-Profit Corpotation Law.

Compareble Proviasions:

New York Not-for—Profit Corparation Law § 519
Pennsylvania Nonprofit Corporation Law § 7555

' “Background: Memorandum 76-26

6526-1



405/¢51 § 6527

Substance Tentatlvely Approved
March 1976

§ 6527, HMembers' ripght to obtain *iscal information

6527. (a) If the nonprofit cq;pog?tiqnid%d,goF prepare aqd present
-.a written annual,report_tothelaat‘imggdiétg;y;é;;;;é;ééﬁ;%ﬁ;;i‘ﬁeeting
- of-members in:compliance with ﬁectiqgs_5§2}?;o{§§2§,.;nggugf?e, any
member -authorized .in writing Ly mwembers hgld;pg p?guigsngygn fi?e

- percent: of the voting power. may make Qﬂﬂ;ittgn rgggegp_tq Fheﬁpénprofit
corporation: for a statement: contalning the ;nforyﬁgiog{spgc}fied in

Section 6522 that would have been included in the annual report 1if one

.. had been prepared and presented to the immediately preceding annual

i R

meeting of members... .

- ke

(b) Any member authorized in writing by members holding not less

REEEANE N RS LA

than five percent of the voting poﬂér-m&y'make?a;wrtrééé;;eqﬁggkiﬁé the
nonprofit corporation éor a s&ﬁteﬁéﬁéLédﬁfainiﬁgxinfbrmﬁfféﬁﬁéﬁmparable
to that specified in Section 6522 for a pefidﬁLEﬁééiffedwiﬁftﬁéifédneat
ending not vore than 30 days prior to the date of the request. Unless
the nonprofit corporation and the member making the request otherwise
agree, the period specified in the request shall commence immediately
upon the end of the perlod covered by the annual report or the report
referred to 1in subdivision (a) and shall be for a period of three months
or a multiple of three months.

(¢) Except as provided in subdivision (d), the ncnprofit corporation
shall deliver or mail to the member making tha request the statement or
statements requested within 30 days after the nonprefit corporation

recelves the request.

6527-1



o

(d] In Iieu of providing the requested statements, the nonptofit

to the request: by deliveting or mailing to the member making the request
a statement that the nonprofit corporation elects to open 1its bocks and
records of account co 1nopection under Chapter 15 {commencing with
Section 6610) of Division 2 of the Cotporationa Code and that 3uch books
and records of account will be made available te the member or his agent
ot attorney for_inopection during usual business hours at -an address
specified in the statement. This subdivision applies only if the address

Specified in the stacement io in this state.

{e).The statements referred to in subdivisions (a) aoi.(b) shall be
accompahied by a report thereom, if any, by an iodependent accountant
engaged by the nonprofit corporation or the certificate of an authorized

officer of the nonprofit cotporation that Buch statements were ptepared

without audit from the books and records of the nonprofit corporation.
(£} A copy of .the ststements prepared pursuant to subdivisions' (a)

and (b) shall be kepc on file in the princioo1=of£ice of the nonprofit

l H

times to amy member demanding an examination of them., A copy of the
statements shall be mailed to any pember requesting a copy upom: paynent

by the member of such reasonable charge as the nonprofit corporatiou may

impose to cover the cost of reproducing the copy of the statemento and

mailing the copy to the member.

Comment. Section 6527 is comparable to subdivisions {(c)}, (d), and
(e) of Section 1501, but there are significant differences between
Section 6527 and the comparable provisions of Section 1301,

Subdivisions (a), (b), and (c) are very similar to the first two

sentences of subdivision (c) of Section 1501, No provision similar to

6527-2



subdivision (d) is found in Section 1501}; this subdivision is included
in recognition of the factithat'etncnprofit corporation frequently will
" not prepare fiscal statements with the regularity of busineas corporations.
Subdivision {&) 1s the same 1n substance as- subdivision (e} of Section
1501. Spbdivisicn-(f) 1s similar to subdivigion:{d} of Section 1501
‘=ékcé§t that a nonp;qfitrcorporatidc'ie perﬁitteq to impose a ‘réagsonable

: charée'to cover the cost or reproducing an&'cailing ccpies of fiscal
statements. No charge 1s autho:ized however’, under subdivision (c) to
cover the cost of providing the member who made the original request
 with the statement or. statements requested. The nonprofit corporation

- 18 permitted to 1mpose a chgrge for subsequent copies of statements.:so
that possible abuse of the right to obtain subsequent copies can be .
1im1ted.' Absent a‘charge, it 1s possible that earch: of the members who

' give the original written authorization (five percent or more of the
voting power) might make such ‘requests, probably 1n ‘the original written
authorization, and thus impose an undue financial burden ‘n the nonprofit

':corporation.

Tt !

Policy Ieaues i

‘Do members of nounprofit corporations need a method of obtaiming fiscal
informationtsimilar to that provided members of" ‘Business corporations
under Section 15017 Decision: Yes. L

Is the five—percent-of—members—authorization requirement appropriate as
a conditionrfor requiring the nonprcfit corporation to -prepare the
necessary fiscal scatements? Decisicn" Yes. '

Should the monprofit corporation be permitted to eliéct to open its books
and records of account. to inspection as an alternative to,providing the
requested. -statements? Decision ch. A

Should this election be 1imited to cagses where the beoks: and’ tecotds of
account ‘are open to examination 1n-California? Staff recommendation
Yes. ST

oA

Should the nonprofit corporation be permitted to charge members for
coples of statements provided pursuant .to, .this. .gectién (the member
making the original request is not" charged for the statement)? Declsion:
Yea, :

Background: Memorandum 76-26



405/964 . § 6528

Tentatively Approved
March 1976

§ 6528, Reports to Atctorney General not affected

6528, Nothing in this areticle relileves a nenprofit corporation
from the requirements of Section 12586 of the Government Code., If the
report sent to the Attorney General in compliance with the réquirements
of Section 12586 of the Government Code includes the information required

by this- article, that report shall be deemed to satisfy the requirements

-; of thig article 1f .a copy of the report sent to the Attorney General is

entered In the minutes of the proceedings of the annual meeting of

members,.

Comment. Section 652§”mekés;b1ear'rhe*rélatfbﬁsﬁip“efgrhe requirements
of this article and the.requirement imposed by-Government Code: Section
12586 that reports be made to the Attorney General by charitable corporations
and thoae which hold property in trust or accept property to be used for
" a cHaritable putpoae. Nothing fn"this” article relieves such a° corporation
. from complying with the requirement imposed by Government Code-Section
12586 that the carporation make the reporta required by the Attorney
General.' However if the report made by such a corporation to the
Attorney Géneral includes thé information required by this'article, a
..,peparate report need not be prepared in order to:comply with the requirements

of this article.

_ Policy Iasue

Ig this aection neeessary? Deeiéion: Yes.

6528~1



405/965 § 6529

Substance Tentatively Approved
riarch 1976

§ 6529, Judicial enforcement . . .. Cmetsd mn FHTLT

Um§§29f {a) The superior: court of, the proper county shall enforce
the dory_of_meking the annual report required by. this article; but,
unleosrthe member seeking to epforpeﬂrharﬁdutyjnmdeﬂa_written demand to

the nonprofit corporation. for, such compliance not less: than: 30:days

- prior to the date of the annual meeting, the.court shall .enforce the

duty of making the annual regqgr?byqrequiringhthe;nonprofit corporation
to do both of the fellowing: h .. . .. . -

(1) Prepare a written report that satisfies the requirements of
this article for an aunual report for such annual meeting and deliver
isuch report to the member within such time as the. court apecifies.

(2) Not more than 10 days after delivery of the Written report to

= F

the member, enter a coPy of the report in th;Jmiéotes of&rneliroceedings
:__of the annupl meeting nt which. the annual report should have been praesented,
(b) In addition to the penalties provided for in Section ?200 the
superior court of the proper eounty shall enforce the duty of making and
 Lmai1ing ar. delivering the statements, required by Section 6527 and, for
good cause shown, may extend the time therefor.
{(¢) In any action or proceeding under this aeetionr-the court may
award an amount to reimburse the member for reasonable expenses incurred

by the member, including reasonable attorney's fees, in connection with

such action or proceeding 1f the court determines both of the following:

6529-1



(1) Prior to commencing the action or proceeding, the metiber made a
written demand to the nonprofit corporation that it comply with the
requirements of this article, specifying the specific action demanded of
the nonprofit corporation. SRR

VVH:(;) The nonprofit. .cerporation wiltfullyﬂfailed“withouf'ﬂuétification
to comply with such demand-within a reasonable time, "' : * 3

.+ Comment. 'Section 6529 is based on subdivisions (£) and (g} of
Section 1501, J

6529-2



4057968 . - ' : e e § 6529.5
Not Approved .

B ER

§ 6529.5. Application of article S PO

Prenyti 652905, 0 This article applies to any domestic monprofit corporation

and also to a forelgg nonprofit corporation having its principal executive
office in this state or cuystomarily holding meetings of its board in
this state.
Comment. Section 6529.5 1s the same in substance as subdivision
(h) of Section 1501, The application of this article is not limited to

the foreign nonprofit corporations described in Section 6529.5. See
Section [provision comparable to Section 2115].

Note. The Commission has deferred conslderation of this section
until the provision comparable to Section 2115 has been considered.

6529.5-1



406/466 § 6530

Article 3 (§ 6530 et. seg.)
Hot Approved

Article 3, Statement Identifying Corporate Officers and

Principal Office;_pesignation ofzgggng for Service

-’
o

§ 6530. . Applicable filing period defined *

6530. For the purposes of this article, the applicable filing
period for .a monprofit corporation is the calendar quarter during which

its original articles were filed and the immediately preceding calendar

quarter,

Comment. Section 6530 is the saméiés the %iratfﬁéﬂteﬁcé of Section
1502(c). i P

Note. Former Section: 3301 (last paragraph) conhtains a definition
of "nonprofit corporation” that may include some nonprofit corporations
. that will not be covered by the new statute.-. This matter will need to

be reviewed when the scope of the statute has been determined and a
broader definition of "nonprofit corporation':provided heré so that the
scope of the existing statute will be retalned.

cebes
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4047467 - § 6531

§ 6531. Statement identifying officers, principal office, and principal
activity

- 6531. Within 90 days after -the filing of 1§$hp}i§inhl articles and

aonually theréafter duriﬁg thE.aﬁpiicable filiﬁé-;;fiod each year, every
nonprofit corporation shall £ile, on a form b%éﬁé;iﬁé&'by tﬁe Secretary
of State, a statement containing all of the.fnligﬁiﬁg: o

(2) The presently authorized number of it; diféﬁtor;:-

(b) The name and complete business or residence address of each of
its incumbent directors.

(c) The name and.complete business or residence address-of its

N TN

chief executive officer, secretary, and chief finaucial offiéér;.

(d) The: street addresa of”lta principal executive office.

CEotr

(e) If the addreas of its prinqipal executive office is not in this

$oad el ' A R

i staﬁe, the streét address of its principal office 1n thia -atatey 1f any.
(f) A statement of the general type of activity which constitutes

the principal activity of the nonprofit corporation (for example,

church, country club, trade assoclation, higher educational institution,

airplane club}.

Comment. Section 6531 18 the same in substance as Section 150Z(a).
Revisions have been made to reflect the fact that the corporation is a
nonprofit corporation.

Section 6531, like Section 1502, requires that the statement be
filed annually rather than each five years as was the case under former
Section 3301. Although former Section 3301 required a filing only once
every five yvears, it also required a filing of a new statement every
time there was any change of officers. Under Sectfon 6531, although the
gtatement must be filed annually, the additional requirement that a new

statement be filed each time there 1s any change in officers has not

P



been continued. This additional requirement was one thaf;eﬁsily'could
be overlooked by the nonprofit corporation. The annual filing require-
ment 18 a more effective method of assuring that accurate information
concerning the corporation is on file with the Secretary of State.. The
possibility that the annual filing requiremenf will be ovorlooked by the
nonprofit corporation is minimized because Section 6536 requires that
the Secretary of State mall the necessary form for complliance to the
nonprofit corporation approximately three months prior to the close of
the £1ling period. S o

Policy Tesue:

Shouid the annual filing requirement be applied to nonprofit cor-

,porations? Recommendation: Yes.

i

_Background: Memorandum 76-36.

" 406/468 | B X 22

§ 6532. Designation of agent for service.

6532. The statement required by Section 5531 shall also designate,
as the agent of such nonprofit corporation for the purpose of service of
process, any natural person residing in this state or a corporation

which has complied with Section 1505 and Whose cabacity{to:act as such

.. agent has not terminated. 1If a natural pefhon 1s'oeoigoéted, the state-

ment. shall set forth sach person's compleEe’ﬁusiness or residence ad-

dress. 'If a corporate agent is designated, a0 addresa for it shall be

‘set:forth.

Comment. Section 6532 is the same in substance as Section 1502 (b).
Unlike - formér ~Section 3301{a), the deaigﬁation of an agent'for sefﬁioe
1s mandatory rather than permissive. One of the changes made by the new
business corporations law is that the deaignation of an agent for gerv-
ice 18 now mapndatory; formerly, designation of an agent for aervice was

permiassive under former Section 3301(a).
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.. Policy :Issue:

Should designatiou of an agent for service of process be mandatory?
Recommendation: " Yes. o

Beckgrouhd:'LHeﬁorehduh 76=36.

1968/639 _ , . .. .5 6533

§‘65§3. Filiqg new statement when information changee
6533, Whenever any of the Iinformation required by Section 6531

changee, the nonprofit corporation may file a current stacament con=

0 'J

taining all of the information required by’ Sections 6531 and 6532, In
order to change its agent for service of process or the address of the

agent, the nonprofit corporation shall file a current statement contaion-

1ﬁg eli the information required by Sections 6531 and 6532,

Comment. Sectlon A533 15 the same in suhstance as the first two

11:

sentences of Section 1502(d).

‘9867640 R . S e © § 6534

§ 6534. Statement of resignation as agent; notice to corporation:

6534, Ap agent designated for service of procegs pursuant. to. this
,article;or [to be supplied later] may file a signed. and acknowledged
written statement of resignation as such agent.  Thergupon, the author-
ity of the agent to act in such capacity shall cease and the, Secretary
of State forthwith shall give written notice of the filing cf the state-

., ment of resignation by mail to the nonprofit corporation addreeeed to

-4itg prineipal executive office. - - . R

.. Comment, Section 6534 is the same in substance as Section 1503,

Cross-Reference: "Acknowledged" defined, § 5149:
T




968/641 § 6535

§ 6535. When designation of new agent required

6535. If a natural person who has been desig&;Eédh;éént for serv-
ice of process purSuanE Eo this article or [to be sﬁpplié& later] dies
n.or:fesigns or no longer resides in the state of 1f’ the corporate agent
for such purpose fééigﬁé; diséolééé,jwithdféwé'frdﬁ?théiitdie, forfeita

its right to transact intrastate business, has its corporate rights,
powers, and'ﬁfivileges'Quéﬁaned; 6% ceases to eiist, the noaprofit
cﬁrporaﬁion ahall.fbifhﬁith'fiié a Héaignatiéﬁjaf a new agent conforming

to the requirements of this article or {to be supplied later].

Cpmﬂent.- Seétion 6535'is the same in substance as“Section 1504.
968/642 . § 6536

§ 6536, Renewal forms

6536. The Secretary of State shall mg;} a form for cogg;;gnce with
this article to each ncnprofigﬁcorporation-éﬁproximafeigL;h;;;—;onths
. prior to the close of the applicable filing_ggtiod,:_Thg E??ﬂkshall
-, 8tate the due date of the stgtement‘anq ahﬁ%}rbghmai}ed to_théi;aat
address of the nomprofit cqrppration_iqgord;gg to, the rgegrds of the

- Secretary of State. Neither the fallure of ;hﬁ Secretary of State to

mail the form nor the failure of the nonprofit corporation to receive it

w: 48 an excuse for failure to comply with this article.

Comment. Section 6536 1s the same in substance .as .the last three

sentences of Section 1502(c).



968/643 5 6537

§ 6537, New statement Supersedes previoue statement dieposal of
superseded statement '

- .,6537. . (a) Whenever the nonprofit corporation files a statement
. -purguant-te this article, ft supersedés any previously fi{lad statement
and the .statement in ite articles as to the agent for service of process
.and the address. of the -agent.
. {b) The. Secretary. of State may destroy or otherwlse dispose of any
. statement filed pursuant to this article after it has been superseded by
the filing of a new statement. s i
- Comment.. Subdiwvisfon (a) of Section' 6537 15 the saiié’fn substance

as the last sentence of Section 1502(d); subdivision (b) is the same in
eopetance as Section 1502{e).

9687644 ... ... %6538

§ 6538. Ptoviding public with copies of statemente

Poaboatee IR
i R

’ 6538 (a) A copy of the statement filed by a nonprofit corporation

pursuant to this article shall be made aveilable to the public upon
request. For furnishing a copy of any euch statement the Secretary of

State ehall charge and collect a fee of one dollar ($l)

(b) This article shall not be construed to place any person dealing

A RN Ly

with the nonprofit corporation on notice of or under any duty to in-

gquire about, the existence or content of any statement filed pursuant to

EESR R P At

thig articie.



Comment. Section 6538 continues the substance of the lagt tﬁree
sentences of the sixth paragraph of former ‘Section 3301 Only the last
of the three sentencés referred to was. carried over” into the név busi-
. ness corporations law. See Section 1502(f). However, subdivision (a)
of Section 6538 wh;ch continues the substance of the two sentences not

carried over into the new business corporations law, is uaeful in pro-

viding notice ‘as’'to ‘the fact that a copy of the atatement may be ob-

.. tained and is necessary to provide a fee for the furhishing of the copy.

Policy Isaue:

-+ $hould subdivision {(a) be included, this provision having been
omitted in the new business corporations law? Recommendation Yes.
[

Background: Hemorandum ?6—36.

968/645- . .. . o - § 6539

AR I3

§ 6539. Mo fee required

L I ]

6539. The statement filed under this article shall be filed with-

PR

out fee,

. ~.Comment. Section 6539 .continues the ‘substance of ithé:list sentence
of the seventh paragraph of former Section 3301.4\Ihe,golicy expressed
ia the section is consistent with Government Code Section 1221Q, which
was added to the Governhehtgdcde by the acf'thétaénacted the néw busi-

. ness corporations. law, and provides: "The fee for filing the 'statement
pursuant to Section 1502 of the Corporations Code is five dollars. ($5)

for a stock corporation and there 1s no fee for a nonstock corporation."

Policy Issues: .
)

PR re. ) H

Should not there ke a fee for the filing of a statement by a non—
.- profit corporation? Recommendation: Yes, - 7

. Does the fact that an anpual f1ling 18 to be. . required justify
imposition of a fee? Recommendation: Yes,

Background:”"ﬁemorandum'?5?36.'



968/695 o , R § 6540

.k 6540, Procedure upon failure to file statement

- 6540, (a) Upon the fallure of a nonprofit corporation to file the

statement required by this’ article, the Secretary of State shall mall a

fnotice of such delinquency to the nonprofit corporation The_notiee

- shall-also contain information concerning the -application of this arti-

-‘nue and Taxation Code.

cle and advise the nonprofit corporation of the penalty: imposed by
Section 25936 ‘of the Revenue and Taxation Code for failute tu.timely
file the required statement after notice of delinquency has been mailed
by the Secretary of State. 1If, within 607deysﬂafter the mailing of the
notice of delinquency, a statement pursuant to this article has not been
filed by the nonprofit corporation, the Secretary of State shall certify
the namwe of such nonprofit corporation to the'Freﬁehiee'Tax Board.
(b)'Uﬁén:Eerr{fieetfen'pureuant to subdivision (a), the Franchise
Tax Board shall assess againat the nonprofit corporation a pehaltj of
two hundred fifey dollars'{$250}>ﬁursuant to Section 25936 -of the Reve-

- 1

(c) The penalty herein provided shall not apply to a nenprofit

‘¢orporation which on or prior to the date of certification pursuant to

subdivision (a) has dissolved or has been mefged into anothet cotpora-

tiom.

(d) The penalty herein provided shall not apply to any nonprofit
eerporation, the corporate powers, righra, and priviieée; of which have
Eeee'eespendeﬂ'ﬁnyhe'Frenehise T3*7§§55¢ pursusnt ;o}seergﬁq 23301 or
23001.5 of the Revenue and Taxation Code more than_eix mon;hs Prior to

the last day of the filing period pursuant to this article and which the

corporate powets, rights, and privileges have not been revived on or

-
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prior to the last day of the filing period. The Secretary of State need
not mall a form pursuant to Section 6536 nor a notice of delinguency
pursuant to thils sectlon to a nonprofit corperation whose corporate
powers, rights, and privileges have been suspended more than six months
prior to the last day of the filing period and which corporate powers,
rights, and privileges have not been revived on or prior to such last
day of the filing period.

(e) If, after certification pursuant to subdivision (a) the Secre-
tary of State finds the required statement was filed before the expira-
tion of the 6(-day period after mailing of the notice of delinquency,
the Secretary of State shall promptly decertify the name of the non-
profit corporation to the Franchise Tax Board. The Franchise Tax Board
shall then promptly abate any penalty assessed agalnst the nonprofit

corporation pursuant toe Section 25936 of the Revenue and Taxatlion Code.

Comment. Section 6540 is the same in substance as Section 2204,



