
6/22/77 

Hemorandum 77-46 

Subject; Nonprofit Corporation law Study 

You 'nll recall that, at the May meeting, the Commission indicated 

its agreement that the staff meet with the Chairman of the State Bar 

Subcommittee on Nonprofit Corporations and the draftsman for the Select 

Assembly Committee with a view possibly to avoid the situation of having 

conflicting Law Revision Commission and Select Committee nonprofit cor­

poration proposals presented in 1978. 

Mr. Sterling and I met with l1r. Leonard and Professor Hone. The 

attached correspondence is the result of our attempt to work out a joint 

effort. 

You will recall also that some time ago the Chairman of the Com­

mission was to send a letter to the Commission's legislative members to 

solicit their advice on how the existing situation could best be dealt 

with. No response has to date been received from either legislative 

member. Perhaps the responses will be received after the session re­

cesses; at the present time, the Legislature is engaged in a major 

effort to complete work on the budget and numerous other important 

bills. 

Respectfully submitted, 

John H. DeMou11y 
Esecutive Secretary 
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THE STATE BAR OF CALIFORNIA 

John H. DeMoully, Esq. 
Executive Secretary 

601 MeALI.tsnR Sn E IlT 
SAN FRAN{:I,eO 94102 

T~LEPHONE 922·1440 
AanA coon 41~ , 

June 7, 1977 

California Law Revision Commission 
Stanford Law School 
Stanford, California 

Dear John: 

Following our meeting, I have given further 
thought to the way in which your pJ:'oduct and that of 
the Assembly Select Committee could be combined to 
preserve the constructive efforts which each group 
has made. I have discussed the matter with a number 
of persons on the State aal' Corporations Committee 
and on the Subcommittee on Nonprofit Corporations. 
As a result, I will recontrnend that the Assembly Select 
Committee adopt the approach of. your draft in the 

. following specific instances if you would then withdraw 
your bill from consideration and not oppose the bill 
presented by the Assembly Select Committee. That bill 
would then represent the joint efforts' of the.Law 
Revision Commission and the Assembly Select Committee. 
These instances are: ' . 

1. Adopt your approach of dividing chapters 
into articles wherever chapters relate to more than one 
general subject'. . 

2. Adopt your approach of' dividing Chapter 
One into an article on definitions and an article on 
rules of construction. 
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3. Adopt a new Chapter Two on -general 
provisions," paralleling the form of your Chapter Two. 

, '4., Create ,a ,new Chapter Three on "l'ur:poses, 
Powera, and Formation, "whic:h WQuldfoUow ;yourChapter 
Threeinor,ganization~ "T'h!swouldrjilquirebrealdng out: 
a porHon of Chapter Two of,the'curretlt Select committee 
draft, whichnciw folloWII Chapter Two of the General 
Corporations Law ("GCL"). 

, , 

5. Adopt a ,new Chapter Four following the 
format of your Chapter FoUr. ' This would require com­
bining the balance of Chapter Two Clfthe c)1t'rent: Select 
Committee draftwlth ,the provisions which woUld other­
wise have been contai,ned in ~he Select committe.a draft " 
ofChapter Nine. ,This would aqain'requtti! dE!Pllrture 
from thefor~t and orqanizat!on of the Get. ,', 

6. The' cOrp!)rat:.!ons committee will ,evaluate 
andc:onsideradoptinq those portions of you:r;conforming 
provisions wh!c:hrequire amendI!tent to the, OOL. ,,' I cannot 
be more,speciific (:In these'prov!sions,atthiaUmE!,'s!nce 
the entire Committee must consider them at the time the 
Nonprofit Code.!s adopted. ,. ' 

7. Adopt: most if not all of the, re~ininq con­
forming provifJlonfJ set out on page II ;Z64~ .. 2714 of Your 
report. 

8. Incertaininetances in which the Gct has' 
c01l1bi,nedan1lmber of separate topics into one ,.~tion, 
I will reCOl1ll\lendthat yout approach of hr~1dnq apart 
the topics intOIJeparate lIeqHona b!! f(Jllowe'4. . This 
would apply, forelj:ainple, to SecHonJ07o'f theGCI .. 
which you have br()ken apart into Article TtIx-ee of yqur 
Chapter , Five, and toSectiOt:lllOO,which Your exposure 
draft divides into a number of secHons. ' 

I have reviewed the foreqoinq ~itl;1 the,draftl!llnen 
of the Select committee, and they areilfJ:r;eeable to the 
approachoutlinedabo..re;. Thhapproach,c;,ff":tsa ~Bia. ' 
upon which ,we cah avoid, having competitlq bills presented 
to the Legislature. ,Obviously" an ilDlllediateresolution 
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of thhproblemwould be beneficial to all partiea. 
Accordingly, please advi.se lIIe of the CoIIIIIIi,..sion·. 
position on this matter • 

• 

CAL:jc 

Witb beist wiahes ,. 
'~.~ 

cad A •. Leonard 
. Chairperson, S\1l)ool1llll1t:teeoll 

$onprofitcorpOra;#ona 

cc: RufuaBradbury clark, 
SubcOlllliiittee on Noriprofi tCorporationEi . 
Michaellione. . 
HOn. .tohn T • Knox 
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THE STATE BAR OF CALIFORNIA 

John H.DeMou11y, Esq. 
Executive Secretary 

601 MChttlSTEI SnEET 
SAN FRANCisco 94102 
TnBPHoNE 922·1440 

ARF.A !;OIlE, 41' 

June 20, 1977 

California Law Revision Commission 
Stanford Law School 
Stanford, California 

Dear John: 

! hope our phone conversation of last week 
helped clarify my letter of June 7, 1977. My 
letter was written as a result of our three-hour 
rneetin!1 on May 26th. At that. time you asked us to 
accept the organization, including section numbers, 
of the Law Review Commission's draft of the Nonprofit 
Corporation Law. You also requested that the State 
Bar Committee and Select Committee adopt your proposal 
as their working draft, modifying particular sections 
as necessary. As you can tell from the drafts we 
have sent to you, the meetin!1s Mr. Sterling has 
attended, and our current 300-page draft, it would 
be extremely difficult to proceed in the way you 
initially suggested. 

At our May 26th meeting we discussed an .a1ter­
native approaohl we outlined changes whioh could be 
made if you and the Law Revision Comrnissionfelt the 
changes would make a better law and avoid conflicting 
bills. My letter of June 7th set forth this approach 
in detail. I hope that that letter and this explanation 
can result in an agreement to go forward with one hill. 

. -., 
! 



It is my understanding that the Select Committee 
will only proceed to make the changes specified in my 
earlier letter if the provisions outlined therein are 
acceptable to·llhd dea1redby the Law Reviaiotlcommillsion. 
Because we are under no am.ll amount of pressure for 
an early compleHoh of ari.egpoBure.draft, I would hope 
that the COlilllliaaicin could reach a decision on my propo8al 
at its July7-9 meeting. . 

Please do not hesitate to phonemeifl can be of 
further .. aistance. 

Very truly yours, 

~. ... 

• 

Carl A. Leonard, j;lhairpe:raon 
Subcommi Uee QtI Nonprofit Corporations 

CALI je 
cel Han. JohnT. Knox 

. RufuIJ. Bradbury Clark 
Subcommittee on Nonprofit corporations 
Mfchael Hone '\ 
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