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lmlUTES OF MEETING 

of 

CALIFORNIA LA\, REVISION COMMISSION 

NOVEMBER 11 AND 12, 1976 

San Francisco 

27 /644 

A meeting of the California Lm, Revision Commission was held in San 

Francisco On November 11 and 12, 1976. 

Present: John ' •• 'kLaurin, Chairman 
Howard R. :'illiams, Vice Chairman 
John J. Balluff 
John D. Hiller 
Thomas E. Stanton, Jr., November 11 

Absent: Robert S. Stevens, ,!ember of Senate 
Alis ter lkP,lister, Member of Assemb ly 
Harc Sandstrom 

l~mbers of Staff Present: 

John H. Det,joully 
Stan G. Ulrich 

Consultants Present: 

:lathaniel Sterling 
Robert J. lIurphy III 

Peter A. Whitman, Nonprofit Corporations 

The following persons were present as observers on days indicated: 

November 11 

Wells A. Hutchins, California State Automobile Ass'n, San Francisco 

November 12 

Gregor J. Balough, Department of Corporations, San Francisco 
Wells A. Hutchins, California State Automobile Ass'n, San Francisco 
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l1inutes 
November 11 and 12, 1976 

AD:lINISTRATIVE MATTERS 

Minutes of October 21, 22, and 23, 1976, Meeting 

The liinutes of the October 21, 22, and 23, 1976, l1eeting were approved 

as submitted by the staff. 

Future l1eetings 

The following schedule was adopted for future meetings: 

December 1976 :leeting 

December 2 - 7,00 p.m. - 10,00 p.!!>. 
December 3 - 9:00 a.m. - 5:10 p.m. 
December 4 - 9:00 a.m. - 12:00 noon 

January 1977 Y~eting 

No r'1eeting in January 

February 1977 l!eeting 

February 3 - 7,00 p.m. - 10,00 p.m. 
February 4 - 9:00 a.m. - 5:10 p.m. 
February 5 - 9:00 a.m. - 3:10 p.m. 

!1arch 1977 11eeting 

Harch 10 - 7 :00 p.m. - 10 :00 p.m. 
CIarch 11 - 9:00 a.m. - 5:'10 p.m. 
l1arch 12 - 9:00 a.m. - 12:00 noon 

April 1977 'leeting 

April 7 - 7:00 p.m. - 10:00 p.m. 
April 8 - 9:00 a.m. - 5:00 p.m. 

~lay 12 - 7:00 p.m. - 10:00 p.m. 
~y 13 - 9:00 a.m. - 5:00 p.m. 

June 1977 ?leeting 

June 9 - 7:00 p.m. - 10:00 p.m. 
June 10 - 9:00 a.m. - 5:00 p.m. 
June 11 - 9:00 a.m. - 12:00 noon 

July 1977 

July 7 - 7 :00 p. m. - 10:00 p.m. 
July 8 - 9:00 a.m. - 5:00 p.m. 
July 9 - 9:00 a.m. - 4,00 p.m. 

aeeting 
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San Francisco 

Los Angeles 

San Francisco 

Los Angeles 

San Francisco 

Los Angeles 

San Francisco 



Conflict of Interest Code 

The Commission considered Memorandum 76-89 and determined that the 

staff should prepare material necessary to obtain an exemption from the 

filing of annual disclosure statements. The material is to be presented 

to the Commission for review and approval before being forwarded to the 

Fair Political Practices Commissio~. 



12/823 

Minutes 
November 11 and 12, 1976 

STUDY 39.33 - CREDITORS' RE:1EDIES (I,AGE GARNISHMENT) 

The Commission heard an oral report by the staff on the views of 

the State Bar Committee re Relations of Debtor and Creditor concerning 

the wage garnishment recommendation which were expressed at the commit­

tee's meeting held on llovember 5. The Commission considered a letter 

from Hr. Robert Hcl1ahon, Staff Attorney to the State Bar committee, 

which reported the views of the committee. (A copy of the letter is 

attached hereto.) The Commission also considered two suggestions of ;·Ir. 

Carl Olsen, County Clerk of San Francisco, which were reported orally by 

the staff. The Commission approved the recommendation for printing and 

introduction in the Legislature, subject to the following changes: 

§ 723.026. Levying officer's duty to pay over amounts received 

In order to lessen the burden on the levying officer when the 

employer elects to pay amounts uithheld to the levying officer more fre­

quently than once a month, subdivision (a) of Section 723.026 should be 

revised as follows: 

723.026. (a) The levying officer shall receive and account 
for all amounts received pursuant to Section 723.025 and shall pay 
~d~h ~~~ft~ the amounts so received over to the person entitled 
thereto w~~h~ft ~; 66,S d~~e~ ~~S ~eee~p~ at least ~ every 30 
days • 

This will continue the provisions of existing Section 682.3(c). 

§ 723.051. Additional amounts necessary for support exempt 

The Commission considered the State Bar committee's suggested revi­

sion of Section 723.051 which Has appended to Hr. NcMahon's letter but 

declined to change the section. The vieH was expressed that adding the 

word "reasonably" before the phrase "necessary for the support of the 

judgment debtor or the judgment debtor's family" would not be useful 

since it would not change the meaning of the provision. Moreover, such 

a change would result in a lack of conformity with the comparable provi­

sion, already enacted, in The Attachment La". Regarding the amendments 

suggested to be made in the last sentence regarding the station in life 

test, the vie .. was expressed that the provision would not be clear if 

the proposed change were to be made. 
-4--



5 723.105. Judgment debtor's claim of exemption 

Subdivision (f) should be revised to provide that the judgment 

creditor, rather than the clerk, sets the matter for hearing and gives 

notice to the judgment debtor of the hearing on the claim of exemption. 

The judgment creditor should also be required to file proof of service 

on the judgment debtor. This chanee will continue the existing prac­

tice. 

§ 723. 122. Notice to employee 

A new subdivision (b) should be added to Section 723.122 to read in 

substance as follows: 

(b) The notice to the employee shall contain a statement pre­
pared by the Judicial Council that informs the employee in simple 
terms of the nature of a wage garnishment, the right to an exemp­
tion, and the procedure for clainine an exemption. and any other 
information the Judicial Council deems useful to the employee. 
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Kl.rAtte. 
~~ 39. 33 EXHIBIT 1 1foYember 11 aDd 1.2, 1976 

THE STATE BAR OF CALIFORNIA 

;tOhn DeMoull .' 
Y8t.an Ulrich

Y 

l.m wasT THOID SruIlT 
LQs 4Nbua.9OIi 17-

T!LI1'IION.;"'~;8'~O 
AI.EA COIII!2U 

No~~r ',1!J76 ' 

;CaHfomia La.levi.ion colllllliillaion . 
Stanford t.a.8chool 
StanfOrd, 'C&l,if&;nla .94 30$ ., ," . ..' 

DurBinl 

I :t tb.t:. thh latter maybe cOl'lsid.,red bYtheCOIDI!liaaiqtl .t 
the Nov. .1' .... ting. . At the, lDeeting of tb .. tt;..teBer C_itt •• re 
ae1ation •. of Debtor and creditor 1 •• t Friday-,the ~it:teedeOided 
,to .tr ..... strongly a. pou1hle its .prior l'etlQIIIItendaticmatllto 
deleteCCP .7U.O:U, employer's service c~rcJfu Zlto.,amenctJ7,23.050 
to provide an aut .. tic eKEllltption of 40 t~e.t:hePeclUd nUnilntlm 
"aqe, and l) to amanct j723.103 tQPr\Wid. for. iIIerv.t,Ct!of blank forms 
upon the debtor. The CQmIiitt~, (.slltUlinqBo~.pprov«l) will aeek 
thea. Ulendmentsintne.tl8gial,ature- ifYO\lrCOalilli.lljiondoes riot .ccept 
thd, but .111 ~t QppOsethe'i:ii11 if they ue J],ot adOPted. 

" . 

. The COlllfllttee a1.osu~e.tathatll) CCpah3.025 be amended . 
to • tate that J;l!IIIIitt~cebe iiIacW,w.l;tb.1n lSd.an.dterthe end of the 
p.y periodiRlectedby ~he ,eanployer, vhElthtu!' it be ,JtQnt;hly or iDore 

. frequently I 2) S'123.0S1be~d~.indic.~iI1BXbil>lt At 3) ,723. ' 
075 be ,&III&h48d .0 that 1lOJI\e'1!.t.ancl.rd of· revieWfot tihe aCliiiinbtrative 
hearing (pr •• WDbly:t.be ,ailme.aefor a oourt hIaU1nl]) bept'OVided,tne ' 
1a.t sentence 'of S723.075(clbe dell;!ted, .nel t.heLRC explore t.he poa-
11hiUtJ.,1 cf luem a4n1iniBtr.tive headnq<vith the'ranohiae 'l'ax 
Board, 4) 1723.076 al1d S72~.078 be atnen<!ed ilothat ;)~dY witnolding 
orders <1723.078) arid ·telDporaryearriUl~S holding orden" (5723.076(£» 
be lIsu8d upon application to a court, anti 5) 5723.105 be amended so 

. that the oOllllllentclearly statea' £h.t extensionaof time for 8ervioe bY 
mail found els!lwhere in the.codeBare. not intencledt.o .pply and that 
,723.105 (f) be amended. to uae a speoifio r"8~abl. time pedQd (three 
buaine's day.) r.ther than. • promptly " ,and .6,)t.hat' 5723.122 (d) be . 
amended tooonform to the COlI$Iittee' s recommendation re' servioe of 

"blank fc:n:IU under 5723.103. '.' . 

" ::~' ";:,~~,:~~j!jt~~;"I:\:,~:,' 
, -." .'.: , . 
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Hinutes 
November 11 and 12, 1976 

STUDY 77 - 'lONPROFIT CORPORATIONS (RELATIONS tJITH 
STATE BAR CmU-iITTEE) 

The Commission heard a brief report from Hr. Sterling concerning 

the meeting of the State Bar Committee on Corporations that he attended 

on October 29, 1976. lIr. Sterling reported in substance as follows: 

The chairman of the neeting, lir. Clark, requested a report of 
the schedule of the Law !>.evision CotnJ>ission. I1r. Sterling stated 
that the Commission \1a8 sending a letter to the State Bar Committee. 
Mr. Sterling reported informally that the Law Revision Commission 
was in the process of reviewinr, comments received on its tentative 
recommendation and making necessary revisions. Among the comments 
received and reviewed "as the objection of the State Bar Committee 
to adoption of a ne" Division 4 containing provisions of a general 
character applicable to all types of corporations; in response to 
this comment, the Commission has withdraun its suggestion for a 
Division 4 and is proposing no changes in the ne" business corpora­
tion la". Hhen the process of review and revision is completed, 
the Commission will print its recommendation and submit it to the 
Governor and Legislature. A bill "ill be introduced for the purpose 
of setting type for the Commission's report, but the hearing schedule 
has not yet been discussed. (111'. Clark inquired whether a preprint 
bill might not ser"e this purpose, and Hr. St"rling responded that 
he would investigate that possibility). The Commission's report 
would be available, on Mr. Sterling's best estimate, in Barch. The 
Commission requested the conments of the State Bar Committee or of 
its individual members on the Commission's proposals, and would 
consider the comments whenever received, although the sooner, the 
better. 

Mr. Clark then requested a similar report from Professor Hone 
of the Assembly Select Committee on Revision of the Honprofit Cor­
porations Code. Professor Hone stated that they were involved in 
drafting a nonprofit corporation statute and preparing a sertes of 
policy papers for presentation to the St~te Bar Comrdttee. He 
indicated that they were also doing SOme "ork on the unincorporated 
association 1",.. He requested that the State Bar Committee work 
with the Assembly Select Committee in p.eparing its draft of a 
nonprofit corporation law in the same manner that the business 
corporation law was prepa~ed. 

Hr. Clark then stated that the objective of the State Bar 
Committe" "as to get a good nonprofit corporation statute. He 
noted that the Bar Committee has a statutory obligation to coop_ 
erate with the La,. Revision Commiss:'-on, and that it was the intent 
of the Bar Committee to cooperate ~ith both the Commission and the 
Assembly Select Committee. He hoped to ultimately have a single 

-6-



bill that the Bar Committee could support. (At this point, :ls. 
Gorman of the Assembly Committee staff, stated that it appeared two 
bills were inevitable.) To this end, Mr. Clark created a subcommittee 
to be chaired by Carl Leonard and to be composed of members of the 
Bar Committee, liaison members from the offices of Attorney General, 
Corporation Commissioner, Secretary of State, and the nonprofit 
corporations subcommittee of the State Bar Committee on Taxation. 
~~. Clark enjoined the subcommittee to establish a time schedule 
for its work, with the objective of having major policy issues 
resolved by l,arch, 1977, if 1'0ssible. 'Ir. Sterling requested that 
he be kept informed of the activities of the subcommittee and be 
furnished with any materials and given notice of any meetings. 

-7-
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'!inutes 
november 11 and 12, 1976 

STUDY 77.400 - \lOHPROFIT CORPORATIONS (COMMENTS CONCERNLTG 

DIVISION 2--',OtIT'ROFIT CORPORATION LAW) 

The Commission considered the portions of :lemorandum 76-90 and the 

Second Supplement thereto not previously considered at the October IJ76 

meeting, reviewing comments received on Division 2 of the Commission's 

tentative recommendation. The Commission also considered the comments 

received concerning the tentative recommendation that were attached to 

the Third and Fourth Supplements to ,!emorandum 76-90 but which were not 

analyzed in '!emorandum 76-90 or the Second Supplement thereto. The 

Commission made the following changes in the tentative recommendation; 

§ 5168. Proxy 

This section was revised to delete the reference to the pm,er to 

vote "on a matter" and should .be rephrased to more closely parallel the 

definition of proxy in the business corporation law. 

§ 5560. i1anagement of charitable property 

The Commission determined to delete subdivision (b), ,.hich makes 

reference to the duty of care of a trustee specified in Section 2261 of 

the Civil Code; instead, a note should be added to the Comment that the 

statute does not address the extent to which a trustee's duty applies to 

the directors of a nonprofit corporation in the management of charitable 

assets and reference made to Lynch ~ John X. Redfield Foundation. A 

new subdivision (b) should be added to the effect that: 

(b) A nonprofit corporation and its directors shall not be 
liable for an action reasonably required: 

-8-



(1) To carry out the charitable purposes of the nonprofit 
corporation; or 

(2) To comply with the terms of a transfer of property for 
charitable purposes to the nonprofit corporation. 

Chairman 11cLaurin dissented from this action. 

§ 5561. Indefinite purposes 

The Comment should note that a nonprofit corporation may receive an 

indefinite charitable gift or administer a general charitable trust only 

in a manner which is consistent with the purposes of the nonprofit 

corporation. 

; 5562. Institutional trustees 

Subdivision (a) "as revised to refer to both Sections 1500 and 1502 

of the Financial Code. Subdivision (b) was revised to refer to transfer 

of assets "for purposes of investment and reinvestment." Language 

should be added to the Comment that the provisions of Section 5562 

relating to management of corporate assets do not preclude a nonprofit 

corporation from purchasing custodial services or investment advice or 

other investment services. ,\ cross-reference should be made to Section 

5563 (b) . 

-lj-



Minutes 
November 11 dnd 12, 1976 

§ 5563. Private foundations 

This section 1.~Tas revised as follQl.~TG: 

5563. (a) This section applies to d nonprofit coryoration durin;; 
.lny perloa t!le nonprofit COl'POLltion is ::leerned to be ) Ifprivate foundd­
tion" as defined in Section 50) of the Internal Reverr~e Code of 1954, 
and '_~ny provision 20ntained in its ".irticles or other ~overning instrument 
inconsistent '.,ith this section or to tte contmry thereof is \dthout 
effect. 

(b) A nonprofit corpordtion described in subdivision (a) shall 
distribute its income (dnd princiru1, if necessary) for eact taxable 
year at such time and in sue]; manner c' s not to subject it to tax under 
Section 4942 of tte Internal Revenue Code of 1954 (as !:",odified by p"r8" 
graph (3) of s'~bsec";;ion (1) of Section 101 of be TaX Reform Act of 
1909)-:---- ,- ----

(c) A nonprofit coryoration described in subdivision (8) shall not do 
any of the fo11mdn,,: 

(1) Enguge in any a ct of self-dealing as ,lefined in 5H.,e.ii'iii6iiel'l 
subsection (d) of Section 49"1 of the Internel Revenue Code of 1954 (as 
modified by paragraph (2) of subsection (1) of Section 101 of the TaX-­
Reform Act of 1969) 

(2) Retain dny excess business holdings as defined in 6B,aaivi.B:iSR 
subsection (c) of Section 4943 of tLe Internal Revenue Code,·of 1>'54,. 

(3) lfske any investments in sue!:. manner ~s to subject it to tax 
under Section 4944 of the Internal Revenue Code of lJ54. 

(4) VBke any taxable expenditure a s defined in 6H.,<l.!'iiis!sl'l sub­
section (el) of Section 11945 of tile Internal Revenue Code of 1954Tas 
modif'ed by paragraph (5) of subsection (1) of Section 101 of theTax 
Reform A ct of 1969) . 

§ 5564. Attorney i!"neral ~upervision 

The Comment to this section should expl,Jin tte flexibility that sub-

division (b) affords the Attorney General in determining ..,hether an dction 

is necessary. Reference should be made to Section 5103 (rules of civil pro-

cedure apply to ~ ctions under nonprofit cOTporation 1'-";). 

-10-



Minutes 
November 11 and 12, 1')76 

§ 5574. EJuCCltional institution 5efined 

Tte ptra Se 1t Tdhether or not proviJing :l full-time course of instru.ction ,r 

"8 S added to tQe end of the sixth line of subdi vi s ion (d). 

§ 5613. Special meetings 

A cross-reference shoull be made cO the provisions of Section 5627 

validating dctions taken dt lOleetin'is not properly called or held. 

§ 5620. ~'ihen notice requi rel 

Subdivision (b) stould be revised to read, in substance: 

(b) Except as provided in Section 562f:, tte provisions of this 
drticle are subject to l'essonable provisions in tte articles or bylaw's. 

§ 5623. Manner of giving notice 

Illustmtions should be added to the COP."JTlent of reasonable means of 

eli ving noti ce of rr,eetings tha t may be provided in the byla'..rs, such as third-

class rrail in appropriate cases. Tbe COlCJT,ent should also state: 

It should be noted that nothing in subdivision (b) is intended to require 
address correction service from the United States Postal Service. 

§ 5625. Notice of special meeting 

The provision of subdivision (b)(2) that the cmIrt shall "summarily" 

order the giving of notice should be qualified by a requirement that the court 

find that notice ',IS s not given. 

§ 5627. Validation of defectively noticed lOleeting 

-1'7aivcr) cons.ent, or approval sj'..ould be rcyised to require the .3dme number 3S 

is required for "etian by '.lritten consent. 
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Minutes 
Nuvemcer 11 and 12, 1976 

§ 5628. Notice required for approval of specific proposdls 

T~is provision should be extendeG to cctions that adversely affect t~e 

voting l"igtts of mer.:;bers. 

§ 5630. Application of article 

Subdivision (a) ,,,as l'eviseG "to provide thdt the article applies to ~ 

nonprofi t corporation except to the extent tile drticles or cyle1,s provide 

otheTI!ise provided that tl:e bylu'.<s 'Cay not decrea 5e the number of consents 

requireu. COITIf.'",issioner Miller dissented from tl~is action. 

§ S6'2. 'I b ft' , "" _ l'W;;' er 0 cansen s requlre:t 

The pbrase lltdking into consideretion both cJpprovals and disapprovals 

of the action" should be clarifiei ·,nd returned to t~e Co,,""ission for further 

consideration. 

§ 5635. Noti ee required for consent 

This section ,las deleted and tte substance. of the following provisions 

substitutei for it: 

5635. No a etion [cay be tuken by '.1ri tten consent of less t:18 n ,,11 
of the me,,-,bers entitled to vote on such a etion, c~nless consent of u 11 
persons entitled to vote ha s been 30lici ted in \~Ti ting. 

This provision sloould not be subject to a contrary rule in the byla;rs. The 

reasons for this depart'~re from tLe business corporation l,r,,' are that the situa-

tion in nonprofit cO''Por~tions is different than in business corporations in 

1<hich large nCll:loers of votes Ill9.y be controlled by a fe',{ persons, and in '''hich 

dissenters may receive monetary compensatio~. 

§ 5715. Hben cla ss vote required 

The reference to 3ction that '\-rould adversely '1ffeet d substantial property 

right of tLe class" \!as reviseG to "efer to j etion tLat "',iQuld adversely affect 

votin::; or property rights of the class. II 
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Minutes 
N~ver:ber 11 ani 12, lS'76 

§ 5718. Adiitional vote required by cylci\,s 

The Comment to this section should explain the reason for subdivision (b). 

§ 5719. Action taken by policYJlIdldn,; committee 

The l'eference in subdivision (c) to members 1-iho 3re lIrepresentative of 

the memberShip" .. "as replaced by d reference to me~bers ..,ho are ''selected by 

the memberShip to represent the merr.bership." A cross-reference should be 

made to the cla S8 vote provi sions. 

§ 5722. Voting of membership st~ndinij in ~ of rr.inor 

A provision should be added to this section that the vote of a minor is 

not subject to disaffirmance by reason of minoricy. 

§ 5723. Voting of membership. :~eld by corpor8tion 

The Commission determined to cubstitute the cor.-,parable provisions of t:~e 

business corporation la,1 for this section. 

§ 5731. Execution of proxy 

A provision should be added that, ·"here the member's name is placed on 

3 proxy by the member's attorney-in-fact, the attorney-in-fact must ~lso sign 

the proxy and indicate his status. 

§ 5732. Form of proxy 

Tbis section should app~y only to a solicitation of proxies from 10 or 

more members in a nonprofit corporation having 100 or more members. Subdlvi-

sion (a) should refer to "a choice among approval, disapproval, or abstention." 

Subdivision (d) 'i..-as revised to read: 

(el) 
proxies. 
proposals 

This section shall not apply to nor preclude the use of general 
As used in tt.is section, " general proxy is one "here specific 
or directors to be voted upon as candiddtes are not set forth. 
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r·~inutcs 

November 11 Q nd 12, 1976 

The stafr should give considerdtion to pIa cine tte last sentence of sabiivision 

(d) among t:1e definitions. The Com"'ent "hould noce t'lat a proxy returned "abstain" 

or ·'1.\!ithl:-.old t1 .stould be counted, "l:lere appropriate, to determine ~vljether an :J.de-

quate number- of votes have been cast on ::J. natter. 

§ 5733. :Uration of proxl 

A cross-reference should be "'.8de to the t,-ansi tional provision enablin,c 

proxies executed prior to tile oper~tive da'ce to continue in effect in accord-

ance with prior law. 

§ 5745. Enforcement of voting ~3reements 

T'1e i.-lords ~lor on otter :_Tounds relating to the juris,diction of a court of 

equi tytt "iere ieleted from this section. 

§ 5746. Scope of article (new) 

The follovi ng provision TATa s adJed to the statute: 

5746. Nothing in this article precludes a nonprofit corporation 
from providin;; in its byl<iws for d voting trust or otiler vote pooling 
dgree~ent on suct tenms snd conditions dS it deems appropriate. 

Comment. Section 5746 rna ke s clea,' that the provi sions of this 
i:irticle -f;re-Dot intended as -:'he exclusive r.-:.eans by \·;hich votes in non­
profit corporations rcay be pooled, nor are they intended to limit the 
provisions of the bylaws of a nonprofit corporation ttat provide for a 
voting trust or other vote pooling agreement, 

Defined Terms: 

Bylavs, § 5132 
Vote, § 5182 

Cross-References: 

Permi tted content s of byla\<is, § 5261 
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Minutes 
Nuvember 11 and 12, 1976 

§ 5751. Number of inspectors 

This section wa s revised to provide that the chairman of the boa rd m::3.Y 

appoint one o.t three inspectors but rmlst, upon request of ;jny person, 8.ppoint 

tCiree. 

§ 5755. Evidentiary effect of ,'eport or certificate of inspector 

The follo-"ing provision ·"as added to this section: 

On reClue st of tte ere irn-J.2 n 0f the meeting or in the ca se of d n 
election or vote other t:Dn "It a meeting of members, the chairman of 
the coard, or of d person entitled to vote at the other meeting or 
election, -che insnec:tor of election shall make -\ report in 1,-riting of 
8ny ch"llenge, question, or rna tter determined ,]nd execute a certificate 
of any fact found. 

§ ,;762. Jurisdiction dnd venue 

A cross- reference should be made to Section 5762 (p18 ce "here election is 

held) . 

§ 5810. Right of member to bring derivative action 

The lan",-uage in the COlllF.£nt reldt.ing to votinc trusts should be cldrified 

to avoid an implication that a nonprofit corporation rr~y not provide in its 

a rticles or byla T.1s for a voting trust. 

§ 5831. GTounds of motion 

Subdivision (b )(2) '"as revised to require a finding that there is no 

reasonable possibility that the defendant '<>'ill be held. lictble in ti1e sction. 

§ )835. Stay of proceedings 

The vords "or security is posted as provided in Section 5838" '''ere ad.ded 

a t the end of the four-ch line of this section. 

§ 5912. Extension of corporate exi stence 

T.'1e references to 11continuous activi:'y as to e nonprofit corporation" weri 

deleted from ttis section. 
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Minutes 
No·,ember 11 and 12, 1976 

§ 6011. Sale or transfer of all or substantially all of assets; approval 
lOr members 

T!1e following provision ,laS added to this section: 

(c) Nobo,lithstandir.g su"odivisic:l {a}: a nonprofit corporation may not 
sell, lease, convey~ exchange. transfer, or otherwise dispose of all or 
substantially all of its corporate assets to a subsidiary or to another 
nonprofi t corporation having a common parent with tte nonprof it C orporat ion, 
unless the p~incipal terms of the transaction are approved by the members 
of the subsidiary or othe~ nonprofit corporation by at least 90 percent 
of the votes entitled to "be cast thereon. 

Comment. Subdivision (e) is derived from Section lOOI(a) (General 
Corporation Law), but applies to all transfers or dispositions of all or 
substantially all of the corporate property, and not merely to sales. 
Subdivision (e) applies to both transactions under subdivis ion (a) and 
under Section 6751(c) (7) (pO\,ers of board on dissolution). 

§ 6012. Notice to Attorney General required in certain cases 

Subdivision (b) was deleted from t'-!is section. The Comment should note 

that subdivision (c) excuses ccmpliance for the family foundation whose sole 

purpose is the annual turnover to charity of the corporate funds accumulated. 

§ 6014. Certificate of resolut.ion and approval; effect as evidence 

This section shoJld have a provision added to the effect that the certifi-

cate shall state, ;;here applicable, that Section 6012 has been complied with. 

§ 6110. Merger or consolidation author' zed 

Subdi 11ision (b) shoQl:l be deleted u~less staff research re 1reals a good 

reason to preserve it. The Comment should note that, although merger of a 

nonprofit corporation ;;ith a business corporation is not authorized, it. can be 

accomplished through conversion to a business corporation and subsequent 

merger. The listing of defined terms at the e~d of the Comment shoClld be 

moved to a cross-reference section. 
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Minutes 
November 11 and 12, 1976 

§ 6142. Notice to Attorney General 

This section should be revised to reqc.ire notice tOo the Attorney General 

rather than a copy of the agreerrent of rrerger or consolidatio~. 

§ 6146. Effect on beQuest, devise, gift, etc. 

This section was revised to refer to a~ instrument which "takes effect 

or remains payable rl after the merger or consolidation. A similar ctange 

should be made in Section 6245 (diVision). 

§ 6160. Action to test validity of, or e~joi~ or rescind, merger or consolidati on 

The reference ir. subdivision (b) to an action which is trmanifestly unfair rl 

should be replaced by a "clear and convir:cing evidence" test. Subdivisio~ (c) 

si;o'Jld be amended to refer to an action "other than an action by- tl:e Attorney 

General." The portion of the Comnent that notes the absence of dissenters' 

rights should in::licate the reason ;,hy dissenters'rights are not provided for. 

The staff should also consider the possibility of adding a provision to the 

effect that nothing in the merger chapter should be deemed to limit or affect 

the po;,er of the Attorney General over charitable corporations. 

§ 6210. Divis ion of nonprofit corporation authorized 

Subdivisior: (b) was deleted. The Cwment should indicate that, in case 

of division of a nonprofit corporation holding charitable assets, the assets 

continue to be impressed 'vith the c~arit"able trust on which they -were held. 

§ 6211. Contents of plan of division 

Subdivision (a) (7) was revised to refer to provisions as "are desired and 

appropria te. " 
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l-1inutes 
:!ovemb"r II and 12, 19"76 

§ 6214. Name of CJew corporation 

The last sentence of the Comment ',laS deleted. 

§ 6215. Equal treatment of members 

This section was deleted. 

§ 6220. Approval by board a~d members 

This section was revised to read: 

6220. (a) The plan of jhision 
the dividing ~onprofjt corporation. 
signed by the officers as specified 
dividing nonprofit corporation. 

shall be approved by the board of 
Upon approval, the plan shall be 

i~ Section 5174 on behalf of the 

(b) The plan of division shall be approved by the members of the 
dividing nonprofit corporation holding a majority of the votes entitled 
to be cast thereon. The approval of the members may be given either 
before or after the approval 0: the board. 

§ 6242. Notice to Attorney General 

This section should be reorised to require ser:ding notice rather than a 

copy of the plan of di'lision to the Attorney General. 

§ 6243. Effect of divisior: 

The sentence in the Comment relating to the U:1iform Fraudulent Conveyances 

Act stould be deleted. 

§ 6244. Rights of creditors and liens preserved 

The second sentence of ttis section was deleted. A new provision should 

be substituted ~o the effect that a creditor of tr..e dividing nonprofit corporation 

ma~{ recover judgment aga'lnst any or all of the resulting corporations. The C()I'nment 

should note that this provision would cot affect any agreement among the resulting 

corporations as to liabilities G.nd indemlJification between themselves. 
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Minutes 
EoveC',ber 11 a~d 12, 1976 

§ 6243. Effect of recording plan 

The Comment should have added to it a reference to the subject matter of 

Section 14460 (conversion). 

§ 6260. Action to test validity of divisior:: or to enjoin or rescind division 

This section should parallel Section 6160 (merger or consolidation). 

§ 6410 et seq. Bankruptcy reorganizations and arrangements 

T~is chapter was deleted. 

§ 6510. Required books and records 

Subdivision (a){2) was revis~d to require minutes of committees of tte 

board lito the extent they exercise the authority of the board". Either the 

statute or Corrment should make clear that minutes of meetings of a policy-

making committee of members are also required. The portion of the Comment 

relating to the req'Jirement of former law that membership records be kept 

"forever" should be revised to avoid the implicatior:: that this may never be 

required under the Commission I s recommendation. 

§ 6512. Failure to keep records or provide financial statements 

The follo;ling language was added cO the Comment: 

Nothing in this section limits the authority of the Attorney General to 
enforce the duti~s of t!1e directors of t:'onprofit corporations organized 
for charitable purposes under authority of Gove~nment Code Sections 
l2530-l2597 or other st~.l;utory or common law authority. 

§ 6523. Additional required information 

This section should be revised to p~ovid'2 tha~, 'vhere the annual report 

has been waived, the information reql.lired by this section should be gi'!en in 

the same ma~ner as the annual report should have been given. 
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Mir,utes 
Novembe" II ad 12, 1976 

§ 6526. Members' "ight to obtain fiscal bfoc"lllation 

The definition of r'authorized ~1:~r.b9r'l in subdivisior, (a) should be s":Jb-

ject to tlsuch lesser authorization as is specified in the articles or bylaws. rr 

Under subdivision (b), the "ritten authorization should be filed "ith the 

request, acd the conprofit corporation should have 60 days "i thin "hich to 

supply the information. 

§ 6610. Inspection by agent or attorney; right to copy and make extracts 

This section was revis~d to read: 

6610. (a) Inspectior. ur.d~r this eea~teF division may be made in 
person or by agent or attorney. 

(b) The "ight of ~nspection 2nder this divisior. includes the right 
to copy and make extract s . 

A provision should be ad6ed t'lat, for purposes of inspection of records, "here 

a. nonprofit corporation does not have regular business hours, the records must 

be available "at a reasonable time of day." A provision should also be added 

that, where a nonprofit corporation makes its records available for bspectior: 

at regular meetings (at least 11 times annually), the requirement that the records 

be available is satisfied. 

§ 6622. ~1ember I s right to inspect membership record 

This section should be revised to make clear that it is the member's own 

record that is subject to inspectio~ by the member. The five days al10"ed to 

the corporation to make the me~bership record available s'lould be increased to 

10 days. The remainder of Section 6622 ,,&S revised to read: 

(b) A nonprofit corporation may satisfy a demand for inspection under 
sUbdiVLlion (a) by any reasonable-means that satisfies the purpose of the 
inspect ion. 

(c) Ttle use of ttle inforIl'ation obtained pursuant to this section shall 
be limited to ttl·~ pur-pose stated in the demand. 
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Minutes 
l'~ovemb~r 11 and 12 ~ 1976 

§ 6623. Authorized member's right. to inspect or obtain membership list 

The five days' de!lland period of this section s'::tould be changed to 10 days. 

§ 6624. Judicial supervision 

The staff was directed to investigate the possibility of broadening the 

power of the court to deal equitably 'Ni th problems that might arise in complying 

with the inspection of r0cords requirements; the court should be perrritted to 

have flexibilit~{ it: devising an appr~riate reEedy under the circurnstar;ces of 

the case ~ 

§ 6626. Requirements for byla'" deemed to satisfy requirements of Section 6625 

Subdivision (a)(l), relating to tje number of 1;o.1ords in the candidate's 

statemer.t, was revised to perEit a greater nwnber of words to be permitted in 

the flarticles, byla"'ls, or by resolution of the board." 

Subdivision (b) (3) vms revised to frovlde a procedure for con:munication 

by a nominee Hwho has beer: nominated a reasor.able time prior to the ele.:tion. H 

The words "of the bylaws" "e .. e deleted from subdivisions (bl and (c). 

The COCJJlent should ma&8 ~lear that Section 6626 is a tlsafe harbor, n which 

if complied "ith is deemed to satisfy the requirements of Section 6625. 

§ 6628. Authori ty of coun "ot lind ted 

T:,is section "as deleted. The Comment should be preserved as part of the 

COMent to Section 6625. 

§ 6630. Inspection of financial re~ords and minutes 

Subdivision (cl was added as follol<s: 

(c) The right of inspeccicn created by this section extends to the 
financial records and miEutes of a sc;bsidiary of a nonprofit corporation 
sabject to this section. 
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Minutes 
November II aCId 12, 1976 

§ 6640, Director's right of inspection 

Subdivision (b) was added as follmls: 

(b) The right of inspection created by this section extends to 
books, r.ecords> doclllt.ents, and physical properties of a subsidiary of 
a nonprofit corporation subject to this section. 

§ 6652. Recovery of reasonable expenses by member or director 

The words "arbitrarily acd comp19tely" were deleted from this section. 

§ 6710. Persons who may com:nence action 

Subdivision (a)(3)(ii) was deleted. The following Comment should be 

added at the beginning of the chapter: 

T'llbere a r.onprofit corporation o_r[:;anized for charitable purposes or 
holdir.g assets on a chari table trust dissolves, notice to the Attorney 
General may be required under Section 6012. 

§ 6711. Grounds for dissolution action 

Subdivision (j) ,laS added as follows: 

(j) The liquidation is reasonably necessary for the protection of 
the rights or interests of a SUbstantial number of the members or of 
the complaining members. 

§ 6740. Application of article 

Subdivision (b) ,,'as added as follo,",s: 

(b) A nonprofit corporation that holds assets on a charitable trust 
shall give written noti~e to the Attorney General before making any 
payme!1t to members pursua:lt to this article ~ 

§ 6750. Cessation of corporate activities; exceptions 

Subdivision (b) ,",as deleted. 
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Ninutes 
november II ar.d 12, 1976 

§ 6772. Return of assets held on condi tiD!: or by subordil'ate body 

Subdivision (b) was deleted. 

§ 6773. Disposition of assets held on trust or by charitable corporations 

This section \vas prefaced by the phrase H:sxcept as provided in Section 

6772." The reference in the Comment to property received on "express" trust 

was deleted. The Comment should also l..ake clear that, c:.nder subdivision (b), 

the Attorney General need OYlly be joined as a party; aD appeara::lce by the 

Attorney General is not a "pre~equisite to a court order. 

§ 6776. Pial: of dis'cribution of securities or assets in kind 

This section was deleted. 

§ 6784. Effect of order dischargi!:8 d~rectors or other persons appointed to 
cond·~ct the winding up (new) 

Section 6784 ;las added as follO>1s: 

§ 6784. Effect of order discharging directors or other persons appointed 
to conduct the winding up 

6784. Upon the making of the order pursuant to subdivisions (d) 
and (e) of Section 6780, the directors or other persons appointed to 
conduct the Hinding up are thereby discharged frorr: their duties and 
liabilities except ;;i th respect to comp1etiol' of the winding up, if 
necessary. 

(b) 
CO!Iunect ~ 

of Section 
Section 6784 is tte same in substance 
1308 (General Corporation La;;). 

§ 6900. Curative provision (new) 

as subdivision 

The Commission directed the staff to attempt to develop some sort of 

curative provision to resolve probleEs of corporate operation where the 

record of members, for example, is inadequate. SGch a provision might incl:lde 
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Mi:lutes 
;'!ovember II and l2, 1976 

validati~g lang;;age after passage of some tim9 after ir~egularity ir; a 

corporate action, as suggested by O:-le cOl1"l!"::encator ~ ard might also include 

a provision a~thorizing a court order per~itting what might otherwise be 

ir.lproper action, as suggested in the n:aterials of the Assembly Select 

Committee or: Revision of the l'ionprofit Corporatior:s Code. 
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i'linutes 
;Iovember 11 and 12, 1976 

STUDY 77.400 - 'lONPROFlT CORPORATIONS (DIVISION 4) 

The Commission considered 1IeJ:loranduJ:l 76-91 and the First Supplement 

to :1emoranduJ:l 76-91. The followin;-: decisions were made: 

(1) The Commission decided not to duplicate in the nonprofit cor­

poration law the provisions contained in Dlvision 4 but instead to 

incorporate by reference the provisions of the General Corporation Law 

with appropriate modifications. :'0 amendments to the General Corpora­

tion Law are to be recommended although it was recovnized that some of 

the provisions in the General Corporation Law are in need of amendment 

to make them renerally applicable to all corporations. The provisions 

of Chapter 14 (bankruptcy reorganizations and arrangements) of the 

General Corporation Law, comparable provisions having been deleted from 

the nonprofit corporation 1 a'., , should not be incorporated by reference. 

The provisions of the General r,orporation Law on Shareholder Derivative 

Actions (Chapter R) should be incorporated by reference with appropriate 

modification. The proviSions prescribing the evidentiary effect to be 

given to certsin corporate documents and instruments should be included 

in the nonprofit corporation law itself and not incorporated by reference. 

The Commission concluded that the provisions to be incorporated by 

reference did not relate to the internal affairs of nonprofit corporations 

but were provisions of the General Corporation Law that should be of 

general application to nonprofit corporations as well as those corporations 

formed under the General Corporation Law. A provision should be included 

in the nonprofit corporation 1" .. that the General Corporation Law does 

not apply to corporations formed under Division 2 except to the extent 

expressly provided in ryivision 2. 

(2) The statement of officers, office, and agent for process for 

a nonprofit corporation should be filed annually as under the General 

Corporation Lay. Hoyever, in the case of a nonprofit corDoration under 

nivision 2, the statement should contain all of the following: 

(a) The names and complete residence addresses of two of the 

following officers, the chief executive officer, the secretary, the 

chief financial officer. 
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(b) The address of the principal executive office and, if such 

address is not in this state, the principal business office in this 

state, if any. 

(c) The designation of an agent for service of process. 

(3) The existing rule that no fee is required for filing the 

statement of a nonprofit corporation should be continued without change. 
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i."finutes 
ilovember 11 and 12, 1976 

STUDY 77.400 - ,~ONPROFIT CORPORATIONS (CONFORlH:1G CHA!!GES) 

The Commission considered liemorandum 76-92, and the following 

decision was made: A new Section 6176 was added to the Business and 

Professions Code, to read' 

Business ~ Professions Code § 6176 (added) 

~176. Nothing in this article shall be construed to prohibit 
the formation and conduct of any group, prepaid, or other legal 
service arrangement organized ueder an unincorporated association 
or pursuant to the Honprofit Corporation Lm., which arrangements 
need not comply with Section 6175 provided, hmJever, that attorneys 
furnishing legal services thereunder are acting in compliance with 
the Rules of Professional Conduct of the State Bar of California 
concerning such arrangements. 

Comment. Section 6176 continues the substance of an uncodified 
section of former lall. See Cal. Stats. 1972, Ch. 894, § 1.5, at p. 
1589. 

APPROVED 

Date 

C:'1airrr:an 

Executive Secretary 
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