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Subject: Study 77.220 - Nonprofit Corporations (Cc'imes3nd Penalties) 

Chapter 22 (Sections 2200-2260) of the ne', General COrJlcration la1'[ cnllects 

in cne place the provisicns relating tc crimes ~nd penalties imposed upcn corpora-

tiona dnd their cfficers, iirectors, and agents; these provisions Jre presently 

scattereu throughout the 8eneral Corpcration UlW. ' .. 'ith ~ single exception, these 

sections have been carried over virtually verbati", to the ne,,' law. Ttese sections 

are now applicable to nonprofit corporations by virtue of Section 9002 as no sped-

fic provisions fer such crimes or pe1l21ties are contained in the existing General 

Nonprofit Corporation Ul;r. 

The staff draft concerning crimes and penalties does not rcllo', the pattern 

of the new General COl'pcraticn UlW \'Ii th respect t" the sections impcsing penal-

ties (Sections 2200-2204 of the ne1, General Corpo!'ation Ul,,). In the staff draft, 

the penalty sections (as distinguished from the crimes sections) have been placed 

in the chapters in ·"hieD the underlyino; ::luties are found: Sections 6513 Jnd 

6514 (attached to this memorandum) and 14610, 14871, 14872, and 14884 (in recirafteJ 

Division 4). The staff believes that the pemlty provisions should be in clcse 

proximity to the substt!ntive seetions imposing obligations c:nd to the sections 

canto ining relev3 nt damage a nd enforcement provisions. 'Thi s plct cement corre sponds 

generally to the lccation of such sections in the existin,'j General Corporaticn UlW. 

A" ohvlcus discidvanta!;e of Lhis change is the resulting dissimilarity be-

tween the arrangement of provisions of t1".e code relating to business and nonprofit 

corpora tions. Hm<ever, this conside rd '.;ion is out"'ei,,hed by the greater cb ri ty 

and ease of use inherent in m.lint8ining ,;1 close proximity among the sections es. 

tablishin" ~ ciuty, setting forth liability for date,ages, providing enforcement 
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~roced:J.re~, an2 imposing penalties fof' nonperformance. If tie Commission 

di aagl'ee s ... Ii th this re cO:.:":..TTlenCi,J tion, the se 3ection~~ may be in.3e rtea in Cbd pte r 

22 of t.he ne',; General Nonpl'ofit Corporation Ldh' as Sections 7200-7204. 

T;le atto.cl:ed d.r~ft Joe3 c;onti~ue the poli:::y of the ne1,',T Gene:c-11 Corpora-~ ... 

tion Law in collecting togethe,' all of the sections imposing criminal sanc-

tions although these provisions dre also found in vdrious pdrts of existing 

Dlvision 1 of the code. These sections have Geen assembled 3S Chapter 10 

of Division 4 (Provisions Applicable to Corporations Gene~ally). There are 

t"lQ reasons for this arrangement: 

(1) The crime sections relate less often thdn the peru;lty pl'Ovisions 

t" the violation of specific substantive sections, thus making it difficult to 

pl~ce a crime section in close proximity to the section or sections imposin~ 

related duties OT obligations; 

(2) The m6teridl in these sections is applicdble to ~ll corporatinns 

dnd the inclusion of these sections in Division 4 ;"lQuld pe~1Y.i t repec-ll of the 

compare.ble sections of the ::1e;,., General Co:!-por.lti()D L;v..:. 

At its April meeting, the COP.'JY.ission diredeCl the staff to l'evie1< U.e 

:.;e ctions of the ne\'j Gene 1"'81 Co T'-pO r.J tion L..1 ',.' re 1a ti nf~ to c:;::'imes tn dete rmine 

·w·hether these sections dre superfluous in li(;tt of the contents of the Penal 

Code. The staff hes jane this, -::nd ~ discu:3sion of the relationship of eJch 

/"'If these sections to the P,?nal Co~:'e is contained Ll the follovdng analysis 

of individual sections. 

In g;ener:.il, t,:le stdi"f four:.d thit it T.-l&S :cc:.:.rely dole to conclude that 

511 of the cl'ir'-;inal oet9.vio:r delinedted in cj Corporations Code section "'~Tas 

clearly proscribed in one or more Per~cl Ccc.e section.;. '".'hile 'vle did find 

tto.t Corporations Code cl'imes ",'lere ofter: charbed ir:. conjunction '.,lith Pe~a.l 
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Code violations, ~ome c.:;uch C0. se s ~pec if~ c:J.lly di e :-ingui she~:,. t.~'1e ':'::~la r.~eS and 

upteld. ccnviction on one '_:nd cot tlle athe=::-. See, e.:!., People v. EIE..u, 140 

C"l. App.2d 193 (1)')6). Th; r('vie,,' -d8S m~de ""ore ::iifficult by the Lck of re-

pnrted cases involvinb tne Corrord :ions Coie crimes, 1,.,T hic:l left some uncer-

tainty as to the scope of some of these sect-ions. 

I~l these c-~Tcwnstances, trle stQfi" recommends that tr.e crimes sectiens 

be CO,lt inued d s set forth in t:~e 3 t ta C;1Ed dra ft . 

Analysis of Individual Sections 

renal~ies 

§ 6513. Fsilure to keep records or submit financhl statements 

Seccion 22CO is ~ duplicCi te of existing Section 301',. Section 6513 

(attache:i to t!1is :;-;emorandum) continues the substance of trlese sections; it DdS 

been t'e1ui tten for dari ty. 

r~o reporteli caSES te.ve cil;isen under Se:.:-tion 3015 "\-:hic!:l T~,rould clarify 

\\Thethe:::- the direction in suodivisioL (c) that tt.e penalty be paid. Iltl"4 the 

she.reholder darr..a ged by the negle ct, fa ilure, Or refusal ': might be C"on-

strued to require sctu..;;_l de:::"sges '.?s ':l prerequisite to tIle imposit-ion of the 

penalty. The use of the 'vrord '·penalty'" ;::,nd tr:e provision i!l existing Secti~n 

3017 (carTied for~,rard in Sectior: 2202 and d::-'dft Section 6514) that the penalty 
action 

is 'lin ~H'l:iition to dny . . • fo[" ;1::EY..2ge~311 mili:.c:. te ·.:!gainst such d constr1..4c-

tion. See Pourroy v. C',ardner, 122 C.'::il. _App. ~;'2J., ~i2S (1932) (distinguishing 

a penalty fron, a l'lLjbilit,y imlJOsed by laH, I' "vJit:r. cely tbe Litter requiring 

3 ctua 1 jamages). 

At its April li:eetinrs, t':le Commission Yo ised tLe question of 1, •• rLethe::- this 

section stould p:t:ovide for pr·osecution by tr.e District Attorney or Attol'r:ey 



G neral ?nd :raYT::ent of "'tee pe!121ty to Vie C01..;:r.:t~.i CL' ~te t.e. TI'Jis JeLeme ~s 

used in' Section 22C'3 and ~]:I'af't St~ction lit.J71 (pendlt,y for und 1.ltjorized tY~ns-

.'3 c:~ion of int,r:1 sta te bU5ine S S "0';/ fa rci,:~L :=:o~PG r~"to ion) . Pu·oli c el:.forcement 

0:' trh=' foreigH corpor9.tion respcnsibili ties is mel'e ;~pp::cpl'iate tl::J.Yl. ".ltiliza

tior: of sG.ch I'e sources under S".~:::::t icc S~;13 ,: t, Ie std tu te S l"Hl".li rin€ qua lifi c·3. ... 

tiOD of f'oreiGL cor}:ol'.::ltions J~e fOJ ~lle cenefit of "Sbe gene:cal public dealinG 

'vlitt tjese boiies T".rhile the usudl benefici.:Jries of t~'le record-keeping rec ... uire

ments of Cn3.pter l~) .Jre only the ir:.dividu21 :r.err;bers. The steff the:!"'efore 

recommends t'nat the pen::lty of Section C)13 rem:;,in r2yaole to injured members 

in order to encouraGe p::-"i va te eni'orcer:~er:.t 01' the re(.':ord-~,-eepin!_~ d'.lties. 

Note. Section 2201 of tte ne·..,· Genergl Co:cporatioCl I.eP.{, continuins 

existing Section 3016: imposes d mdxi:!.UIn ,tsoc penalty (rayable ~o ea:::t Jg

~riF."e::1 s}-:are~older) on -lny con::.orat.e officer .. ,:ith :'}:e duty to execute stock 

t::::,ansfers 'dho f3i18 to perform; the per:al ty is ~"~lso dpplics.ble to directors 

or otl1el' officers cdu::::ing such fail~.1re. Section 3016 is applicC'!ble to non

p::'ofi-:::' corpoT8tioLS by "virtue of Section )002 d,lt!-~oljGt t~'1ere are LO reported 

C2 ses involving nonprofit ·:::oq::orat.ions. 

It is the genc~·al policy of the existin~; GpnerJ.l Nonprofit Corpor':ltior-l 

[Pl,: (Sections 94C·2, Y .. OC-9611) to alle',-.' ~-Jonp':cofit corporations virtually com

plete f reea..orr. in dete j"Gininb memberslli p ::.~ight s) ir:c~udinb ms tters ::.~elo. ting 

to the t::.~ar:srer anJ i:~suance 01' membership cel,tific~t.es,: this plan is continued 

in this draft (see Se('tions ;.262, 54co-~~.410). In ligtt of this policy and 

t~e inf:::e~uency of Sit.udtions in '::-r:.i2r. rnembersr-iips ·.-:ill be inve3tment securi-

in trli::: lr'3.ft Sl<.Crl d ~'_ection imposinG pen_ilties for the r:eglect or f..3.il:J.!'e to 

t::-'ar:sfer a membership. 

§ bj14. Penalt;)r CUITluJ_6tive; remissior! of pecJ,lty 

Sectio!1 6~.14 (..J tt:~ che;l to "to,'lis rr,emordn:l'.lm) is tbe 32:me in :-:,ubstcAnc:C 



of the riel"T Ge:r:eral COl'poY':s.tion lb',-:. 

§ 14610. P::::T:,ce:iure u]:on fa ilure :'0 file st:;. "!:.errlent 

Section 14610 (i:--l reJrdftc:d Di visiOG 4) req~ir~s tile Ser:retary of 

State to rn3il '1 Lo-~ice o~' ie1i:r:quer::~y to any nonprofit coq::ol'dtion '.'.'hid. fa iis 

to file the required stdtement ider::tifyinS its directo~'s, officers, ani the 

like, Jnd then to certify tl-.e ndm€ of ~::uct 2orroratior.. to t:'1e F.t:3.nchise 72X 

Board upon it.s failure to file 'iitl:.i~ be days of the no-:ice. '::,lne Eca:::-d t~en 

:3.ssesses a $250 pen.:ilty on tne corporatior:. 

A.t its April meetini:~, tYe Co~rnission di::::ectej t~'1e .staf: to discuss 

',·jitl: 'el:l' affi ce of tl:e Secreta ry of Std te t'1e de s iru bi1i ty and proba b1e co st 

of the se provisions. T,,\T(' rc:: ise:i bot n issue s ,,'i ttl :nill Holden, "(,:ho l,\Td s tte 

,tepresenative of the Se::::retary of St8.te on the drdftir..g ::::or..mittee for tte neTv[ 

GeneJ.~al Corporation Ln';. He indicated t~'1;)t tLe pec::-.l ty provision had teen 

Cl4 eate:i beca. ...... se :'he 20C".r.:i tt,ee felt tnat t.he existin£; s:3.nction (suspension of 

co::cporatior;. pOTders) 1'n:c the ::.""2.ilure· to file l~~as toe-o drastic. T~e smount of 

the pemlty ' .. 'ClS selectel srbitrarily. 

Mr. Holden did not seE' the cost of !"unnlnc t:"li[. p('m~lty system dS ex ... 

cessive. Co:cpo~ate n:3.c·_e:.:::: -.:;.nct ::::}:arac:teristics '1:::.~e nOl~,' in t]~e C'oJ;Jputer f."_emory 

use~~ by his ofi"'ice fOi' tl':~ pu:-cpose of seTI:_' ing out. stater.:.er:.t fOl'f:"e required by 

Section 3301 (3nnudlly to both busineo" d;d nOll"r:rofi t corporations). Sor:-ce 

('ost 1"Till te involve::: i:1 r:";:"'epc.rin£; :3. r:e"j proi;r,J,::': to :::'omply ;,~Ti th ne\~T Sectinn 

22C4 (a mont?lly :::::omputer SC~dn "Co .Jetennine '.-.;nie:h co::'pof'2tions should ~cceive 

an.YJ.udl St3 ter;"erJt fonT!::: .. delinquency notices, or :.::'~rtificatior.. to t:le Fran

cl~ise T..JX Board). He dill not ;':.l-:'Oi..T t:le G.mount involved if'; tJ---.i.; start-up or the 

contimlir,[,; €XpenS6s of implementing tte system, but i t C:~i,'l see:: Hpp3rent tt-::::t 



little adcUtionsl cost to -tte Secretal'Y of St3t" "auld Y'esl<lt f,.om includin; 

nonprofit corpor~tior:t; in tree sys~err;. 

§ 14871. Pe!la 1 ty 1'0:( uea utto:-izej tran5Ll etian of int rC. sta-ce busine f: S 

Seetion lle71 (in l'eci:ca fted Di ',li s iO~l L) is t [-:e same in sub std nee d S 

a portion of Se2tion 2203 of tte ne l ;,' GenerE;l Corpo:.ratior: ili';t,T and 2 portion 

of fOlmer Section 64oF. 

§ lLLd72. :risa bili ty to ms. intc.:. in .~ ctior. upon int.r':l state busine3s 

Section 14872 (in redrafted Di',lision l~) is tte same in substance as 

Section 2203( c) of tt:e nevi Generdl Corporatior.· La',-,1 and forrr.er Sect,ion 6R01. 

§ 1482.4. Service on ·.ln~usliried '2oY'pors.tion trsDE8c"tini-£ intrastate business 

One 3 spect of Section 2203 of tlle l:.e;,\' Genersl Corpo::cation Icr.'j pre3ents 

a problem. J'te proble". ani the staff resolucion of cLe proble:;_ is discussed 

belo': . 

Tne nevi General CO::,''''Por&tion La"'i did not resolve ODe inconsistency 

that existed ur.der the prior lc.<'tl. Se~tion 2203 of t~le :1e~.'i Ia"'1 includes t~e 

J~ny foreigL ::·orporc.tion \/llich trans2ct:3 iDt~~a:::tate cusiness 2nd 
~\,.~ilie~ does ::Jot ~lold j, valid certificate fron: trJe Secretd ry of 
State .... , by t:C;JDSEetinc uD:iutLof'ize:J. i!ltrast.3.te business,. 
shall be deemed to consent to the j",-isdiction of tne courts of 
CalifornLl in any civil ,J·~~tion J.:ciEing in t:-lis state T".r:nerein such 
corporation is named s p3:ty dei'endsnt 2nd 3':18l1 be deerr:ed to 
h8ve clesignated the SecretJry of St'-=.te :::.s t":1e sgent upon 'vlhom 
process di::ected to tile corporation EBy ce served. 'Id tliin t~lis 
state. 

The <leove provision is taken fl'om forme}' Corpore. tions CodE' Section 6403 but 

omi ts the portion of Section :::;4oe T,·!~lid~ pro-';-ideci t~at t~'1e plaintiff ;.'ina served 

the Secretary of St8te ~..lnder ~I:e SeC'1ion b.ij to 91'ovide '!e ~n~i tten st,1te-

ment siS!1ed 'ty the pB.:."ty tc -:'~e :;' 2tion :.;eE"kin~~ S:..lC~"1 se::'vicej- or by his ::-~ttorr.ey, 

setti~b fort'l aD 3dj,res::: to W:''dCfl s~cb process ::1-'.::::.11 De sent by the Sec:retel'Y 
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to irdi2:J.tt::: ",·,hc-lt tte 0f"Cretciry cf StatE. ,Jees ',~rit:) the precess served on the 

secretary ai' State pUrSli.ar:.t to Sf'c~ion 22C.3 .. 

(:"~) ;\ fo".(-:,ii.·;.'.l :··o:·~O:r..;tiOIl '·.~~}ic1.J tc....; tr:_n:'::~tctcd int"!~.~.:..itate 

"buGiness and };,;. s t~ncr(~c:ftcr "i tr.dra~dn f::01Y; bt:..siness in this 
f;.t.dte ffi2Y be served · .. .'iT,L pY'OCCSS it:: :';'1E manner provided in 
t:1i:'3 cL:ipte! in 3ny action bl'ou,~ht in ttis 3tc.1.~e <rising out 
of 8l:Cr. ·bt:..si:::les.s, 'd~let!1er or net .:t Ii'::' SEver :::omplied '.·.'ith 
t~1e ::. eQ.; .. drem~:r..ts 0:' tnis c.::l'_i"fJte r. 

,=",he " cb3.pte:::'" :::'eferred to includes V-Ie .:·equirerr,ent tl":at. s. foreign corpoY'cltion 

shall obtjin d c·ertifL..:ate or ~l.w.lific,'Jtion frOL", tJ.e Se::oretary of State before 

engagin.:! in irrt..:a state cusi:u.ess in Csliforni2. Servir:-E' of process "in tte 

to foreicn c·o.:cporatior.s ~.l::1ict: require rea SOD"" ble dilieef1::'e to serve a ;·~orpor3 te 

effice::' a.nd t.~le obt3ir:inr:: of a ::..'OUTt orde:.:.' 3u;:.hol'izing ser'licc on t.he SC'creta ry 

State is to se;1.c1 the :r..oti::oe of 3er~licc dl"Jd tLe cOFl of' th:: process. Sectio!1s 

2203 and 2114 ove:::-lap ir:.sofd!, as they .::.'els.tC' to ::1 cor};:cl'stion ..... rl::ic~ does intra-

state business ir.. Oilifo::·ni3 1 • .'it:lOut a :::::ertificute of' i.J..wllific;:;.tion. Sec-:tion 

211~ .ildS a ~~dP,. Lm~rever, cccaus,=:' it Joe::; LO::. co\'eJ:~ tLf:' ('01."por2tion tllat is still 

dQir.~~ intras-cote business ir. Culifo:':'~!1.i.3. T_ is I:£d:p is C'ove:.:.~ed ty Section 2203. 

provision relatin.i; (,0 consent :'0 ,j;J.risdiction i::-1 ~ . ..:.:::".d·on:L~. r.dG been. of:"":itted; 



ju -::i sdi cticJ: lion dny b:;" sis cot i:l20nsi EtFLt ',,'i t:~ ti1e eeLs l.i t:~lt,ion of tbi') ,"':' td te 

:points Ollt t:'le b reg d b8 si E, of ,juri s,.ii 2t ion o' .. e:t fo::---p li~n ::olTorf::. t ions. 1.-,'e]-oJ ve 

cot reproduce:: t~le Comment llere,. 'out it is ~~e:' out :.:,"':; pSi;eG 477-4i-_=i3 of ',.jest 1 s 

Calif o l'rli ,3, • The ,~--;t:1ff lL s eliminated the 2.l1consist.ency· bet'.·,reen Sections 2203 

and 211 i l by pTovid:in,~, in ne~\'; Section ~!~884 j yule t,hat L~ 2onsister:t -,.:ith Sec

tion 2214 (CQ.Jifiei ;;;.3 Section 1! .. nG5 in Division 4). ?_It.hougb there is some 

overlap in the coverage of Le'~' Se2tions l4b84 ,lnrJ lL~~-;.85, t:-lis '~'3:lSeG no diffi-

culty si!1cC tte 3e':"lice of process n;.le i:" t.he same under -Doth sections. 
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Crirnec; 

Excppi Tor the addition 

cases invol~irg prosecution Lnd~r Sectio~ 1308. 
Penal Code 

\·ihile ~t is possible t;1a~/Se(~tions 1~"2(L)C·()~lGP~.ra~'y tc dr:fraud persor of 

property), L.?4 (thef~;, LV::~:Jding the fraudulent apprcp::iatioc of anotherts prop-

~ rty), an.:} 503 the ranGe of of:'--'e:1ses 

contai~2d in Sect~on 149°8, t~ere are too rna~y questions ~itho~t arswers for cer-

~ainty. For insta!1ce, .\~lte:E is a:l existing share:101der' s property ltf:Lppropria.tedll 

~y a later :mlav;ful issue of s~ares; did sG.ch a share~older "ectrust f
' property to 

the corpo:::'ate officer wh ieh ~',.'as theL arpropri.ated (err,bez:;:,led); does the 2.c:' of 

:lcons'3:1ti~Jgr. ::'0 the iEval~d issl~ance of ~emhersti-:;s co~:stit:.1te false pretenses, 

frauduler.t repr'3"scr::.atior..s, or false T9POl'tS of '!mercaLtil~ ~har3::::t::!"\\? 

S2ctior 2551~1 of ~he Corporat ior.s Cede mc.kes crimiLal the ~·}ill!-'ill use of a 

purchas'3, or sal? of ar.y secc.rit/."' As tb? :J~"aftsmeLTs Corr!me:1tery indicates, 

193!". Existir:g 10t-5 ~as~ la·\',' g·er:C:T2.1ly l"'3C}lJires the.~" tt.e plaintiff ce sither a 

bc:yer or seller of securi:'ies. 2 p". Brc-mb:::.!g, Scc.'lriti'2E La;,·;,: Fraud, Sec. ~.3, 

a t 2nl_2?~ (ln7~) ... c _~.. \ ~ .. I / • ':rhis :cest.~:~icts ··.he re2!:,h of Seetion 2554·1, der.yinf!" i--.:. tte S3.me 

§ 14901. Fic·ti ~ioc.s 0::' fraud-:'llen'~ [,~cscyip:.ior.s 

FOT€ery 1.8 de~ined as t~e sic~ir.~ of· tl:e CHme of a~ct~er or of a fi2~itious 
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ir,c1uJ::r'3 e 'Icontract for :::O":::"y· or cc:.her T,n~Op2rtv~'! P'?nal CC:llle § :":'70. Tt~ d:f

f~r~rce bs:h~'eS::l :-,hi.s dei'ir.ition CLC~ tr,e ·~Time seT: for:'!1 in 3;:;c:.io[; 1L021 is t1at 

Sec:tion 1~)02 is the sa~e l~j substance as new Sectior: 2253 ar.d 2xisti~g 

ab 1 y, ~,l1 i:3 la:.'1t::;llage c t;rr~r:t.ly ex·::;-rnpLs d irs·::::tors of mOST Lo~profi t corp era t inns 

c r~d i tors cf norrprofi:, corp ora t ion oS shcTJ.ld not h~ v'=' :'!J.e same :prote ct icr. o:"'fere-:3. 

by t~le crimir.al pecal ty imposed ~pO~l directors as ShGl~e~olders and ered:' tors of 

8usi~ess corpo::atio!ls. T:1e!'e are no reports:d ca 8:::::; invol vi~g (' rilT:inal prose-

cui:ion c.nder 8~ction 1511. 

To the ext:-.nt ~·.hat tte forbid8>~r -p8.j;r.".ent. or d.ist.::.~ibution cperated '':'c ~D.jure 

a stock or I:1err.oership purchaser or subsc:riber, Sec·:' ioc 25541 of the Corporations 

Code 'doG.ld 9.pply to this offense.; tbis "!Qu1·:} not be. t~'1e cas~ \'Jith rega.rd to 

~xist inL:::: shat~'2i101de:s., ~emhers} or eredi tors. 

-tivity Hittil: such Penal Cede prov:'sions as tt~ft (Section !.;G4) OT :-'"'raudulent 

reEova1 or ~~o!12ealment. c:~ proper·ty ~~;~2t,:Or:S 15[+-155) ~ee.ts the di:f'!"'icu1t~{ that 

tie a2~ivity proscI'itej by thos~ sec~ior:s is act.lally that of ~he corporatioL 

rather than the individual~ 

§ llJ.:;O'3. Frilse repo.:ct. or statem-::nt; re.::"usal to ke'2p book o:c post nct-ice 

Secticn 1490'3 1s <re san? ir sLbstan'~e QS n~\'J Sei~I~·~on 225L ar,j existi~1g 

Jcjer S2·~:'io'C""J 3C19 (al.thougt &. t-.alld.:t~G.l of pre-"i92.5 caS'~2 ·.nder a predecesscr 

sta~llt~ do exist)~ 

or sale of securities, S0~~io~ 25541 of the Corporations Cede i~ adeqllate 



~rotect.iQn. If :"·-I'.~ f81s.::: repo!'ts or La _'[-:;: of POE:t.i!1L or r,otice r~sl;.lts i:] the :':'rar.s-

o!' conspiracy GO j~fraud a person of ?ro:=er:'y (S~::'t.ior. 1:32(1-1-)) '.Elder the Penal 

Cede is pTobatly involv~d. I~ other i~sta~ces of 22:'ivit.y (l~scr~~ed ty Section 

1490' 3 (such as th2 1';'82 of ~'"'alse :ceports to exagf";81'ate ~..:.he ;lall:.e of tb2 corporation, 

other~·.rise act to his detrir:ent), co o:'her crillical statut:::s are apr:lil~able. 

Sectior. 149J~ is the same in subs lance as ne"l';' S9cticn 2255 an.d ex::'sting Sec-

tiO~l 3020. The report8d cases ir.dicate that of':"'2:Jses unoer Section 3020 are generally 

The crime described i~ subdi vi.:>i:.x_ (a) COL' sti tutes theft or ernbezz1emen"t under 

the vi:iim. There is La Pen'll CCd2 aDa1og~le to s1Jtdivisio!l (8). 

Exnibi t ion of false :cecords to p1Julic officer 

Section It'J'J5 is sQcstar:tial:;"y the smrle as :1e~·~ S~C~iCL 225G and existing Secc-

tion 3021. Reported Tr08ccutionE ',l?ider 2'2"cti0:1 3021 have 0.11 iLvolved bank offie:eTs. 

The :')ehavior described :r; t.his s·:=;ction ma,j' constitute fo~gery (penal Code 

or th€ :::-ecordi:1g of false Qocl)me~ts in a :pGblic ofi'L:e (Per.al Code § 115). If the 

false docu~ec~s or books 2r2 u~ilized i~ corLs~'tion witt t~e sale of securities, 

Section ":)~')C6 is t.l1e: same in 8ubst2..nce as new SectioT3. 2257 and existing Sec-

t ior: 3022. T~'le re a Y-'? no ref orted caE·2 so,.::'"' prose c"J.t i or; sunder Se c:' ior, 3022 ~ 



a form. cf theft (Penal Code § L!.0,l;). If th'=! jO(~UiD'2~t. in\Tclved i8 used to cause 

the sale of steel\. of tr:,:,; ~~oi'PG!'ation, a violatiot-! of Ss.::-c..ion 255e l of the Cor-

t.ior:. 14106 "u.j OI;(;si6e tL,'2: covera?~ of other :::orimiGal sections :'he :J.Daut~lorized 

'J.se of an j~lc1i'iidual' s r:.ame in a doclUllent relati:1g to an existing or :r::ot-yet-

forr.-:ed corporation hThi:::t does not lead Lo the prlrc:hase. or sale of seclJ:.'ities 

or ar,y ether transfer 0'::'" prcperty-. 

Respec:'fully sub;nitu::d, 

?et-=r A. T,'fr~itman 

St.af:' Attorrc-y 



Memorandum 76-64 

EXHIBIT I 

406/178 § 6513 
Staff Draft May 1976 

§ 6513. Failure to keep records or submit financial statements 

6513. (a) A nonprofit corporation is subject to penalty as provid-

ed in subdivision (b) if it neglects, fails, or refuses to do any of the 

following: 

(1) Keep or cause to be kept or maintained the record of members or 

books of account required by this division to be kept or maintained. 

(2) Prepare or cause to be prepared or submitted the financial 

statements required by this division to be prepared or submitted. 

(b) The penalty shall be twenty-five dollars ($25) for each day 

that the failure or refusal continues, beginning 30 days after receipt 

of written request that the duty be performed from one entitled to make 

the request, up to a maximum of one thousand five hundred dollars 

($1,500) • 

(c) The penalty shall be paid to the member or members jointly mak-

ing the request for performance of the duty and damaged by the neglect, 

failure, or refusal if suit therefor is commenced within 90 days after 

the written request iamade; but the maximum daily penalty because of 

failure to comply with any number of separate requests made on anyone 

day or for the same act shall be two hundred fifty dollars ($250). 

Comment. Section 6513 is the same in substance as Section 2200 and 

former Section 3015. The language of Section 2200 has been modified to 

substitute "members" for "shareholders." 
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Cross-Reference: 

Sections 6510 (required books and records), 6511 (form of records; where 
kept), 6520-6525 (annual report), 6526 (members' right to obtain fiscal 
information), and 14903 (false report or statement; refusal to keep book 
or post notice). 

406/179 § 6514 
Staff Draft May 1976 

§ 6514. Penalty cumulative; remission of penalty 

6514. (a) The penalty prescribed by Section 6513 is in addition to 

any remedy by injunction or action for damages or by writ of mandate for 

the nonperformance of acts and duties enjoined by law upon the nonprofit 

corporation or its directors or officers. 

(b) The court in which an action for the penalty is brought may re-

duce, remit, or suspend the penalty on such terms and conditions as it 

may deem reasonable when it 1s made to appear that the neglect, failure, 

or refusal was inadvertent or excusable. 

Comment. Section 6514 is the same in substance as Section 2202 and 

former Section 3017. 
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