6f22/77
Memorandum 77-46
Subject: Nonprofit Corporation law Study

You will recall that, at the May meeting, the Commission indicated
its agreement that the staff meet with the Chairman of the State Bar
Subcommittee on Nonprofilt Corporations and the draftsman for the Select
Assembly Committee with a view possibly to awold the situation of having
conflicting Law Revision Commission and Select Committee nonprofit cor-
poration proposals presented in 1978.

Mr. Sterling and I met with Mr. Leonard and Professor Hone. The
attached correspondence is the result of our attempt to work out a joint
effort.

You will recall alsoc that some time ago the Chairman of the Com-
nission 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. HNo response has to date been received from elther legislatiwve
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 numercus other Important

bills.

Respectfully submitted,

John H. DeMoully
Esecutive Secretary



THE STATE BAR OF CALIFORNIA

601 McALLISTER STREET
SAN PrANCISCO 94102
TELEPHONE 922-1440

AREA CODE 419

June 7, 1977

John H. DeMoully, Esq.

Executive Becretary

California lLiaw Revision cOmmissiun
Stanford Law School .
Stanford, California

Dear John:

Following our meeting, I have given further
thought to the way in which your product and that of
the Assembly Select Committee could be combined to
preserve the constructive efforts which each group
has made. 1 have discussed the matter with a number
of persons on the State Bar Corporations Committee
- and on the Subcommittee on Nonprofit Corporations.

As a result, I will recommend that the Assembly Select
Committee adcpt the approach of your draft in the
following specific instances 1f 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

- Revigion Commission and the Assembly Select Cammittee.
These instances are: . _

1. Adopt your approach of dividing chapters
into articles wherever chapters relate to more than one
general subdject. - ‘ - :

2. Addpt your approach of dividing éhaﬁter'
One intoc an article on definitions and an article on
rules of ccnstruction.




s

3. Adopt a new Chapter Two on general
provisiona, paralleling the form of your Chapter Twn

4, Create & new Chapter Three on “Purposes, S
Puwera, and Formation," which would follow your Chapter =
Three in organization. This would require breaking out =
a portion of Chapter Two of the current Select Committee
. draft, which now followe Chapter Two of the General a '
,COrporationa Law ("GCL"). »

— - 5., Adopt a new Chaptar Fnur following the
format of your Chapter Four. . This would require com-
bining the balance of Chapter 'Two of the current Select

. Committee draft with the provisions which woild other-

wise have been contailned in the Select Committee draft
of Chapter Nine. . This would again’ require—depurture
from the format an& organization of the GCL L

6, The Corporations Committee will evaluate
and cunsider adopting those portions of. ybur conforming
srovisions which require amendment to the GCL. ' I cannot =~
e more specific on these provisions at this time, aince
- the entire Committee must conﬂider them at the time the
Hanprofit Code is adupted..-. : o

N

7. Adapt most if not all of the remaining con-'
forming provisions set out on pages 2647~2?14 of your
report. : . S :

B, In certain inatances in which the GCL haa
combined a number of separate topics into one mection,

I will recommend.that yout approach of breaking apart
the topics into separate sections be followed. 'This
would apply, for example, to Section 307 of the GCL; -
which. you have broken apart into Article Three of your
Chapter FYive, and to Bection 800, which your exposure
draft dividea into a number af sections._‘:r g

1 have reviewad the iaregoing with the draftsmen
' of the Seléct Committee, and they are agreeable to the =
 approach outlined above.. This: ‘approach offers a basis

" upon which we can avold having competing bills presented
to the Legislature. Obvioualy, an. immediate resolution




N

N

of this problem would be beneficial to a11 partien,
Accordingly, please advise me of the CQmmission'

position on this matter.-

With best wiahes.

Carl A. &aonard

chairparson, Subanmmittee anf ;;f_5

, Nanprofit corporutiuns
cALije - | SRR
ccr  Rufug’ Bradbury Clark . :¥*<w~r:

~ Subcommiittea on Nonprofit Corporations
Michael Hone = ..
Hon. John T Knox
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Carl A, Leonard, Rsq. e - Jeoe 9, 1977

. draft, pmtuluty in the use of artieles. nl :umu lm mt!.m.,
: tumnt.m.nmthmuiuﬂmdthm
ssetions drafied by the Coumisafen.  I» this sn sssurste shavssterise-
tion of your proposal? It is of aritical importanss that this ba made
elaar befors the Cosinisvion ¢snsiders this msttsr, The Cesmissien will
be menting en July 7-9, mthtluttumuul“ﬂdtnmuu-
- atiom at tm antm :

Fiﬁlmin '

Johﬂ I. m
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BC: Mu l-dbm L‘hrk T ' R o
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THE STATE BAR OF CALIFORNIA

601 McALLISTER STREET
San Francisco 94102
TELEPHONE 9221440
AREA t_‘umz! 415

June 20, 1977

John H, DeMoully, Esq.

Executive Secretary =
California Law Revision cOmmiasion
Stanford Law School .

" Btanford, California

bear John:

1 hope our phone conversation of last week
helped clarify my letter of Juhe 7, 1977. My
letter was written as a result of our three-hour
meeting on May 26th. At that time you asked us to
accept the organization, incluéing section humbetrs,
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 necesBary. As you can tell from the drafts we
have sent to you, the meetinge Mr., Sterling has
attended, and our current 300-page draft, it would
be extremely difficult to pruceed in the-way you

initially suggested.

At our May 26th meeting we discussed an alter-
native approach; we outlined changes which could be
made 1f you and the Law Revision Commiesion felt 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 bill.




It is my underetanding that the Select Committee
will only proceed to make the changes specified in my
- earlier letter if the provisions -outlined therein are
" acceptable to and desired by the Law Revision Commission.
Because we are under no small amount of pressure for
‘an early completion of an exposure draft, I would hope
that the Commission could reach a decision on my propesal
‘at Ata July?-s meeting,_, .

Please do not hesitate ta phone me if T can be of
7 further assistance. ,

Vzvery.ttuly yoﬁrs,:

Carl A. Leennrd, ghairperson
T Suhccmmittee an ﬁonprafit Corporetions
cc: - Hon. John T, Knox
" Rufus. Bradbury Clatk
' Bubcommittes on Nonprofit COrpuretinne
Hicheel Hene ,

S

N
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