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Memorandum 76-104 

Subject: Study 77 - Nonprofit Corporations (Outline of Division 2) 

Attached is a revised outline of Division 2 (Nonprofit Corporation 

Law). We expect that we will have to make some modifications in the 

outline when we actually redraft the division to make the changes re

quired by the Commission decisions at the October and November meetings. 

We do not plan to discuss the outline at the December meeting 

unless a Commissioner wishes to bring it up for discussion. 

Respectfully submitted, 

John H. DeMoully 
Executive Secretary 
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PROPOSED OUTLINE FOR NONPROFIT CORPORATION LAW 

CHAPTER 1. PRELIMINARY PROVISIONS ,AND DEFINITIONS 

Article 1. Short 'Titli! and Rules of Construc.tion. 

§ 5000. Short title 

§ 5001. Construction of division' 

§ 5002. Fihahcia'l '~tatements andiliittl.1ar provisions-. r: J '; 

§ 5003. References, ,to mailing 
','. 

§ 5004. Reference to,t~me notice is given or sent 

§ ,.5005. Do;ocl.al;'ation under pen~l'ty of perj u~y' in lieu of' affidavit .... ,':. , '.' .." .. 
§ 5050. Amendment or repeal; reservation of poWer; 'savirigs' clause 

§ 5051. Severability provision 

Article 2. Definitions 

§ 5100. 

§ 5105. 

Application of definitions 

{First definiHon]. 

- I:.' 

[remainder of definitions arranged in alphabetical" order] . , 

CHAPTER 2. GENERAL PROVISIONS 

Article 1. Ap2licabilitt of Divisioa 

§ 5210. Applicability of d:Lvision 
, 

§ 5211. Applicability to religious organi~at.ions 

§ 5212. Effect on existence .of·corporations 
Article 2. A22licability of General Corporation Law. ,§ 5220 

[See First Supplement to Memorandum 76-100.] 

Article 3. Evidentiary Effect of Corporate Documents'and,In!itruments 

§ 5230. Evidence of corporati! formation and existence, 

§ 5231. Evidence of bylaws, resolution, meeting, or minute!!. 

§ 5232. Evidentiary effect 0'£ cer.tified copY of agree!llE!nt of merger 
or consolidation 

§ 5233. Evidence of record ownership in surviving or consolidated 
.: - , 

corporation 

§ 5234. Evidentiary effect of certificate of 8mend~erit 'ofsrticles 

'[Additional sections with other ~videntiarjr effect 'provisions] 
. -"', 

Article 4. Enforcement by Attptney General .. 

§ 5240. Enforcement of certain statutory provisions by Attorney 
General 
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CHAPTER 3,' ~ ~VIU'OSES,' POWERS ;" AND FORMATION 

Article I, PUl:po~es and Powers 

§ 5310. 

§ 5311. 

§ 5312. 

§ 5313. 

§ 5314. 

§ 5315. 

§ 5316. 

Any lawf~l purpose other than distribution of dividends 
. . -'.'l ' .• ' 

Powers of nonprofit corporation 

Defense of ultra vires 

Enjoining ultra vires act of nonprofit corporation holding 
assetIJ"\)n charitable trust·', 

Power to engage in businessisctivity 

Distributions to members prQbtbited 

Il1egdi distr~bution; derivative action against members 

Articl~ '2. 'Formation' J .. 

§ 5320. 

§ 5321. 

§ 5322. 

§ 5323. 

"§'5:324. 

Nonprofit corporation formed'by executing and filing articles 

Execution of articles 

Filing of articles"" " 

Additional requirement for charitsb,le cOFPoration, 

Incdrporaticn of unincorporated; association or" subordinate 
body 

CHAPTER 4. ARTICLES AND B.YLAWS, § 5410 

Article 1. Articles of IncorBoration 

Article 2. Ameadment of Articles 

Article 3. Restatement of Articles 

Article 4. Bylaws 

CHAPTER 5. MANAGEMENT § 5510 

Article 1. General Provisions 
. ,~ , 00 .. 

Ad::i.cle 2. Seiectio'" and Removal 'of Diret:tor.s: 
',,1'-':. -, . 'I ' . .' 

Board Article 3. ~leeti!Yl,s of .:-; . 
.. , 

P~ovisional Dir~c\:6i:s Article 4. ' , 't. ., 
of' ilo~rd Article 5. Committees J,_ 1. 

. ~ . 

I'<J"Ucle ,6. Officers 
• 

Article 7. Standards of Conduct bX ManaBe~n): , 

, Articie 8> ' ViI11ditJ! ·ofL 'Con>t.rac,ts ,and Instrumen!is" 

" '[Notia'.Put' ciorporate'Selll seetion at end of, /lrtic).,e] 

Article 9. Indemnji.ication of Corporate Agents 
; .-

',. ~: . "': ! .~ ! V ;.1' ,0, 
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CHAPTER 6. MEMBERS § 5610 

Article I. General Provisions 

Article 2. Issurance of Membershi~s 

Article 3. Transfer and Termination 

Article 4. Record Date for Determini~ Members 

CHAPTER 7. mlBERS' MEETINGS AND CPNSENTS § 5710 

Article I. Heetings 

Article 2. Notice of Meetings 

Article 3. Consents . ' ... 

CHAPTER 8. VOTING OF MEHBERSHIPS § 5810 

Article 1. General Provisfons 

Article 2. Exercise of Voting Rights 

Article 3. Proxies 

Article 4. Voting Agreements 

Article 5. Inspectors of Election 

Article 6. Contested Elections 

CHAPTER 9. RECORDS AND REPORTS § 59iO 

Article 1. Books and Records Generally 

,: ' 

Article 2. Annual Report; Financial State~nts 

CHAPTER 10. RIGHTS OF INSPECTION § 6010 

Article 1. General Provisions 

Article 2. llembership Records 

Article 3. Financial Records and Minutes 

Article 4. Articles and BJClaws 

Article 5. Directot's ~ight of InsEection 

Article 6. Judicial Enforcement· 
; .' 

CHAPTER 11. CORPORATE FINANCE § 6110 

Article 1. General Provisions 

Article 2. PaJC~nts to Members 

Article 3. Debt 

Article 4. Subventions 

Article 5. LiabilitJC for PartlJC Paid MembershiEs 
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Article 6. Redemption Procedure 

Article 7. Charitable Property 

Article 8. Common Trust Funds 

CHAPTER 12. SALE OF ASSETS § 6210 

.. ·C::.:. 
CHAPTER 13. BERGER AND CONSOLIDATION § 6310 

Article 1. Agreement of Merger or Consolidation 

Article 2. Approval or Amendment 

Article 3. Abandonment 

Article 4. Filing Agreement and Certificates 

',I. 

Article 5. Merger or Consolidation Involving Foreign Corporation 
, 

Action Relating to Validity of Merger or Consolidation Article 6. 

CHAPTER 14. DIVISION § 6~1O i .' 

Article 1. Plan of Division 

Article 2. Approval or Amendment 

Article 3. Abandonment 

Article 4. Filing Plan and Certifioate 

Article 5. Division Involving Foreign Corporation 

Article 6. Action Relating to 
, 

Valid1tr of Division 

CHAPTER 15. CONVERSION § 6510, 

CHAPTER 16. DISSOLUTION § 6610 

Article 1. Involuntar~ Dissolution 

Article 2. Volunta!:1 DissOlution 
',. 

Article 3. Powers of Court 

Article 4. Avotdance of Dissolution br Purchase 

Article 5. Corporate Activities D~ring Winding Up 

Article 6. Presentation of Claims 
. ~i . "r ,..,-. 

Article 7. Distribution of Assets 

Article 8. Cessation of Corporate 'Eidstence 

Article 9. Conditions for Dissolution·of Regulated Corpo;rations 

CHAPTER 17. TRANSITIONAL PROVISIONS § 6710 

L,~ " .. : 
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