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rIemorandum 76-94 

Subject: Study 77 - donprofit Corporations (Schedule for Completion 
of Project) 

September !leeting of State Bar Committee £!!: Corporations 

Commissioner Stanton and i(r. St"r ling attended the ',eptember meet

ing of the ~tate 3ar Co~ittee on Corporations. The State Bar Committee 

did not get into a section-by-section review of the Commission's tenta

tive recOl!llllendation as we had hoped. Instead, the major portion of the 

meeting ,TaS devoted to a presentation by Professor ilone (of the Assembly 

Select Conunittee on ,\evision of the·lonprofit Corporations Code) of what 

he considered the major policy issues in a revision of nonprofit corpo

ration law. ;:r. Sterling's impression of the issues raised was that the 

Comruission's draft either takes care of the particular issue in a satis

factory manner or the issue is one that proposes a radical departure 

from existing law which did not appear to be acceptable to the State Bar 

Committee. l:o"ever, as far as we are aware, the State !lar Committee did 

not make any specific decisions with respect to the various policy 

issues presented by Professor "one. 'Ie are unable to present the 

policy issues he raised for your consideration since he has indicated 

that his statement of issues is confidential and not for distribution. 

Apparently, the State Bar Committee has decided not to review the 

Commission's tentative draft at this time. Exhibit XXX (attached to 

demorandum 76-J3) is a letter from the Chairman of that Comraittee re

porting that the Comnittee recommends that the tentative draft "be 

referred to the Assembly Select Comr.tittee on .. 'onprofit Corporations for 

further study, to enable all interested groups, including the Commis

sion, the Select Committee and our COlmni ttee, to focus their joint 

efforts upon the development of the best possible bill for presentation 

to the Legislature." It does not appear that any specific comments on 

the various sections of the tentative recommendation will be coming from 

the State Bar Committee on Corporations within the near future. It 

should be noted that the other State llar committee studying our tenta

tive recommendation is in support of it and has submitted detailed 

comments. See ;lemorandum 76-33. 
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Request for .leeting ,lith Professor Hone 

Several <leeks aGo, the staff called Professor ;Lone in an effort to 

work out a joint effort on the project. After a number of attempts over 

a period of more than a week, 'ir. Sterling was finally able to complete 

a telephone call to T'rofessor.lone. Professor ,[one said he ,,'auld call 

the following ,reek to "ork out a time for a joint meeting with himself 

and the Connnission 1 s staf f • liouever, he did not call the follmling week 

or the week after that, and lJe assume that he is not interested in a 

meeting. 

Suggested Schedule for COlllpletion of Project 

The staff is pleased to note the number and overall quality of the 

comments on the tentative recommendation. ;le 'Jade a special effort to 

obtain comments of la,"yers whose practice involves nonprofit corpora

tions and received an excellent response. ;",re co;;unents are expected. 

It is ap~arent that many of the COi!llllentators ,"ade a careful study of the 

tentative recommendation. As a result, we believe that the tentative 

recommendation has had a good review by a substantial nUlilber of inter

ested practitioners. :Ioreover, it should be noted that many of the 

commentators do not represent any particular client or interest group 

but submitted their comments in the interest of assisting the Commission 

in this project and as a public service. The tentative recommendation 

was very favorably regarded. See "1emorandum 76-83. 

;'e believe that substantial revisions .Till be made as a result of 

the c=ents received. He have practically exhausted our supply of the 

tentative recommendation. In li3ht of the general reaction to the ten

tative recommendation, ",e believe that it is basically sound. :,Ie be

lieve that it should nQ<.] be put in bill forn and our reconunendation 

printed so that this material will be ~ore generally available in a more 

convenient form o.r,d so that ue can obtain legislative review of our 

recommendation. Accordingly, the staff believes that the Comnission 

should go ahead and publish its recommendation on this subject. At the 

sac,e time, it must be recognized that any legislation introduced ,.,ill 

require amendment (as have other major legislative proposals of the 

Commission) to accommodate necessary ch:mges brought to light by study 



by the Commission, the State "Gar -...:onuittee on ''::':Drporations,. and others 

after the recommendation has been printed and the legislation introduced. 

At the October meeting, the staff is hopeful that the COmL1ission 

,>'ill be able to review and make decisions with respect to all the policy 

and technical issues raised by the COI:unents received on the tentative 

recoTOJllendation. Fe hope that the recommendation, as revised at the 

meet in:" can be approved for printing at the October meetinf; subject to 

the foUoninG qualifications ~ 

(1) Any specific sections or Comments the Co=.ission decides it 

t,·rishes to reviev Lrefore printing 1;·,rill be revised and brouzht back for 

reviel1 at the dovember meeting. 

(2) The prcliminary part of the recOI"",endation "ill he revised to 

,eflect the revisions made in the proposed legislation after those re

visions have been made and to make significant ac1ditions and editorial 

revisions and Hill he presented for approval for "rintin:s at ttlelecem

ber 2-4 ,"eeting. 

(3) l\ny additional COFnnents rec~ived before the 'ovember meeting 

will be revie"ed at theovember meeting 'lnd any needed revisions made 

in the recooonendation before it is printed. 

(~) Any comments received thereafter but before the Jecember meet

ing "ill be revieHed at the :'ecember meeting T"ith a view to amending the 

bills introduced to effectuate the reco~~endation. Somments received 

thereafter "ill be revieT,ed at the meetin~ following their receipt. 

() ;.iecessary editorial and technical changes ,.,ill be I,Jade by the 

staff before sending the material to the printer. 

ITe believe that the above schedule 'muld permit production of a 

printed report early in ,larch 1977 (assuming only modest revisions are 

made in the staff draft of the preliL1inary ?ortion of the recOT,nendation 

at the "ecember Iaeettng). ;£ter the C'ctober meeting, the staff would 

'lOrk first on revising the text of the pro~)osed le~.islation so that it 

can be sent to the Legislative ,::ounsel to prepare for introduction . 

.lext we ,muld ,mrk on the c.otnnlents to the sections and then on the 

preliMinary portion of the recommendation. The bills would be intro

duced at the :'"cember session of the Le<:;islature or early in January 

1977. depending on "'hen the L2gislat ive Counsel completes work on them. 
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The introduced bill 1:\rould be used_ to print the bill in our report ~ 

thereLy saving the ~ollinission the cost of conposinr, the text of the 

various 1J ills. 

A uajor advantage of the procedure supgested above is that it tJill 

make available to the CQJ'u:lission, the ,~~tate Bar Committees ~ and other 

int2.resteu parties the C:om!".lissioll recoomenc.ed legislation in Ldll form 

with all revisions l .• ade. It ,.;rould not be ;lractical to again reproduce 

reviseu drafts of Parts I .:1nJ II of the '~'entative ;:2comr;:,'-!ndation. ".iore

over ~ it ,["Jiil be a great convenience to have the text of the to/reposed 

letiislation available in priHted l'ill forll. c\;, soon as the bills are 

available, it is anticipateJ t"at all int,orested persons thereafter '-Till 

{·york i.7ith the bills as "Fe consider further suggestions from the State 

Bar Committees and others conCGrni-"..1:: ;.J:.1r proposed legislation. 

Porm in 111ich Proposed Ler-,islation Presented !£. ~egislature 

The staff has i\iven considerahle thousht to the form in ','hich the 

proposed legislation should be present",;: to the Legislature. \: have 

concluueJ that the proposed legislation t,Tould best be c!ivided into three 

companion bills (similar to the procedure used in the II-bill eminent 

domain package): 

(1) A hill to enact a new ;)ivisio!! 2 (ne", Nonprofit Corporation 

Law) and to repeal existing "ivision 2. 

(2) A bill to make the conforming aaendments and repeals in the 

prel iminary port ion of the Corporations Code and in the new :;eneral Cor

poration La1;\7 and to add the nel,:r -)ivision 4 (provisions applicable to 

cor,jorations generally), 

(3) A bill to make other confon!lin~ aLendQents, a(~ditions, ar..d re

",eals. 

The transitional provisions ,>ill be carefully reviewed and inserted in 

the appropriate bill or bills. All bills 'muld become operative on the 

same date as the ne" nonprofit corporation law. £,11 bills 'vould he 

draf t ed so that all '"ould have to ,'ecOlae law if any are to become law. 

Letter !£ State Bar Committee on Cor,Joratiolls 

If the Commission approves the schedule for completion of the 

project outlined above, the staff suggests that a draft of a letter to 
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the ;;tatc Jar Co'_mnittee on Corporations be prepared for consideration at 

the ,iovenber 11-13 neeting. The letter would outline the Commission's 

~)lans very briefly and indicate the i.,OFlrr.ission I s plans to consider any 

COItl'_lents r::ceived fron the :=:tate :~ar Comnittec and make any necessil.ry 

aLlendments in the proposed legisl"tion. 

i:'espectfully submitted, 

.J ohn ;;. ole. :oully 
Lxecutive Secretary 
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