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STATEMENT

This bill revises the New Jersey law relating to nonprofi
corporations. The present law relating to nonprofit corporationg

is found in Title 15 of the Revised Statutes which had as its source, Source
P. L. 1898, c. 181. This act enacted the first general law in New Secirons
Jersey relating to nonprofit corporations. The law has remaineq
virtually unchanged since the enactment of Title 15 of the Reviseq R.S. 15:1-
Statutes although supplements have been added thereto to fit :
particular eircumstances. R. S. 12 %—
Over the years the existing nonprofit law has been found wanting R. S 1o:
because it does not conform to modern business and social concepts ‘R.S. 15:1-
brought about by the expansion of services provided by nonprofit I
corporations.
The provisions of this bill have, where possible, been patterned R.S. 15:1-

after provisions of the New Jersey Business Corporation Act,
Title 14A of the New Jersey Statutes, to provide a broader and
more flexible statutory framework for the formation of nonprofit R.S. 15:1-
corporations and the carrying out of their objects. '

R.S. 15:1-




LASSEMBLY' COMMERCE - AND /' INDWUSFRY  COMMITTEE
STATEMENT TO

ASSEMBLY, No..366

with Assembly committee amendments

STATE .OF NEW .JERSEY

CDATED - SEPTEMBER-30, 1982

. The Assembly Commerce and Industry. Committee favorably reports
this . bill, with committee. amendments, -to. revise..the laws of New

- Jersey regulating nonprofit corporations by creating a new Title 15A.

“BACEGROUND
' Iri New Jersey, there are nonprofit corporations which have charters
dating from colomial times. The first codification of a comprehensive
‘ body of law governing nonprofit corporations, generally, was in 1898
and'there has been no attempt at recodification until the drafting of
“thig bill."Both before and after the 1898 statute, statutes dealing with
-monprofit corporations have' been adopted,” from time to time, in
~‘piecemeal fashion to resolve particular problems that may have been
“ brought to the attention of 'the Legislature. For its time, the 1898
statute may have been adequate.”However, in the opinion of the
State Bar Association, it l¢ft many questions unanswered. The drafters
of this bill felt there was a need to set forth, in greater .detail and with
_ greater clarity, such aspects. of law. as nonprofit eorp‘ore‘x‘tion»formati‘on,
trustee liability, authorized and prohibited acts, and procedures of
amendment, merger and dissolution. In the absence of a comprehensive
body of case law, they wished to have the statute law explicit on these
_ points, in order to avoid unnecessary lit_:;iga)tion; The need for greater
clarity has increased as services .to society provided by nonprofit
corporations have expanded in recent y‘ea‘rs. Moreover, the use and
number of nonprofit corporations has grown.

The existing statutes do not provide a means of enforcing the State’s
filing requirements nor do they provide for the dissolution of nonprofit
corporations or for other needed procedures. The filing requirements
of existing law are so deficient-in this respectithat the Secretary of
State has had difficulty just knowing who the' active mnoncharity

.nonprofit firms are. The Attorney Gteneral was often unable to serve
_process because the current addresses of nonprofits were frequently

unobtainable.
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A three-man committee of the Corporate and Business Law Section
of the State Bar Association felt that the nonprofit corporation law
was deficient enough to warrant a thorough rewriting. In 1980, after
years of study and review, a final draft of a revision of Title 15 of the
Revised Statutes (Nonprofit Corporations) was completed by that com-
mittee and approved by the association’s board of directors.

The Bar Association feels that the laws governing nonprofit corpora-~
tions and those governing other corporations should be parallel in
construction, at least to the extent that it is practical. To 'achiefre this,
the Nonprofit Law Revision Committee followed the form of the New
Jersey Business Corporation Act (Title 14A) except where the peculiar
needs of nonprofit corporations required different treatment. The bar
committee believes that the similarity between the two acts will lead
to a body of case law in which the interpretation of either act may be
used as a guide in interpreting the parallel section of the other, except
where the context clearly indicates a fundamental difference. When the
Bar Association Committee was transposing provisions of Title 14A
(General Corporations) into Assembly Bill No. 366, it took a conserva-
tive approach and did not automatically delete all sections or para-
graphs which were dated or which did not appear to be directly
applicable to nonprofits. Therefore, some of the sections in the bill
may well be without obvious utility, The Bar Assoelaftaon Committee
did not feel entirely comfortable in deletmg such sections since .its
members were unable to assess their a.pplieebility. |

SumMAaRyY oF PrincipaL Provisions

The following summary should be read only as a basic guide to most
of the more significant provisions of the bill. It is not intended as an
exhaustive description of any and all proposed changes in the law.
The New Jersey State Bar Association has prepared a lengthy analysis
deseribing, in some detail, individual sections of the bill, which it will
soon make available to the Legislature. The Bar Association may also
request that the analysis be mcorporated in the NeW J ersey Statutes
Annotated. The Assembly Commerce and Industry Comttee believes

its publication would be most helpful in understanding the legislative
intent of this bill.

I. Crarrrication oF Provisions or Existine Law:

1. Powers (154:3-1 et seq.)

A. General powers of nonprofit corporations are expressly pro-
- vided for. (Although some of these powers were thought to apply to
nonprofit corporations, they were mnot specifically enumerated in

Title 15.)

B. The power to provide reasonable indemnification to officers and
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trustees has been specifically enumerated in the act, closing the gap
that has existed in the indemnification provisions for nonprofit corpo-

rations since January 1, 1969.

2 S’dle of Assets (154:10-9 et seq.)

Although the act continues the prohibition regarding mergers of
nonprofit and business corporations, nonprofit corporations are now
expressly authorized to acquire assets including the assets of a business
corp-&f'ation, or to sell or dispose of all or substantially all of their

assets both within and without the regular course of their activities.

3. lemg fees
As county by county filings have been eliminated, so have county

filing fees.

4. Title 16 (Religious Nonprofit Corporations) Saved from Repeal

Title 15A applies to all nonprofit corporations organized, with the
exception of nonprofit corporations organized under Title 16, which
has been saved from repeal. Religious corporations organized under
Title 16 will be permitted to adopt certain provisions of the act which

are referred to as the ‘‘administrative provisions’’. Each Title 16
\ religious corporation will be provided an opportunity to adopt a mod-
ern legal framework in which to operate without departing from the
organic law under which it was incorporated.

5. Broad and Flexible Framework

The act-provides a broad and flexible statutory framework for the
conduct of non-profit activities. The new act allows for certain corpo-
rate procedures to be varied by the certificate of incorporation or by
the bylaws in several instances.

II. New ProvisioNns For NONPROFIT CORPORATIONS :
1. Formation (154:2-1 et seq.)
A. Corporate name restrictions are imposed to be consistent with

Title 14A. ‘

B. A certificate of incorporation must be filed with the Office of the
Secretary of State. (Advance filing with the various county clerks is
eliminated.)

C. A copy of the Certification of Incorporation will be submitted to
the Charities Registration Bureau in the Department of Law and Public
Safety by the Secretary of State.

9. Registered Office and Registered Agent (15:4-1 et seq.) _
Every nonprofit corporation must have a registered agent and a
registered office in the State of New Jersey.
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-.3.» Méetings .of Members, Electionscof :Trustees,: and :Rights -and
Liabilities of Members 154 :5-1 ef!seqs)
Chapter 5 deals extensively with meetings;-elections:and rights and .
liabilities. The existing Title 15 is almost without provisions in.this
area.

A. In addition to any provisions for calling meetings in.the bylaws,
upon the application of 10% or more of members entitled to vote at a
meeting, an application can be made to the Superior Court to call a
special meeting.

B. This chapter permits routine corporate action to be implemented
by written consent wtihout calling a meeting. However, nonprofit
corporations can eliminate this procedure if 'théy so desire in the
certificate of incorporation or the bylaws.

C:. A'quorum'is a majority of:the members;: unless: otherwise stated
invthesicertificate -of - incorporation-or byltaws: .

Di-A majority of votes-cast at: a mreeting:of mrembers is:required -
except 10r the election of trustees,-whére a:plurality of those present:
is required, and except as otherwise required specifically iniother sec-
tions -of Title 15A. A greater thanmmajority vote may be set forth in::
the certificate of incorporation or by-laws for certain actions that must -
be authorized -by the members.-

E. Proxies may be used by nonprofit :«corporatians -without specific.
authorization for proxies in the bylaws..

F: Where trustees are elected by members,sthe bylaws may provide
that-such-elections be conducted by mail.:

G Members shall-not be persomally liablesfor “debts, ligbilities and.
obligations of the corporation, except torthezextent. of: amy  unpaid-
portion of membership dues or assessments or other indebtedness of
the member to the corporation, and thén only after the creditor has

first pursued the corporation’s assets.

4. Trustees and Officers (15:6-1 et seq.)

A. No trustee’s term.of .office shall be for less than one (1) year
nor more than six (6) years, and where there are classes of trustees,
the term of office of at least one class shall expire every two (2) years.:

B. In all conflict situations involving.common. trusteeships :and
trustees’ pers/;ona,l interest, a transaction or contract must.-be fair and :
reasonable to the corporation regardless.-of .board. or: membership -
approval.

C. Loans mray bé authiorized to officers or employees with a two-thirds
vote of tHé entite hoard.
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5. Memberships (15:7-1 et seq.)

A. The use of certificates or other written evidence of membership
is permissive, but if they are used, then certain minimum requirements
for their contents are statutorily required.

B. Memberships, unless otherwise provided for in the certificate of

| incorporation or bylaws, are not transferable.

6. Beneficial Provisions for Employees (154:8-1 et seq.)

A statutory framework is set up to provide guidance as to the limits

- of the benefit plans which can be provided to employees and the
" methods by which such plans are adopted.

7. Amendments, Changes or Alterations (154:9-1 et seq.)

A major act, such as the amendment of a certificate of incorporation,
may be accomplished only by a two-thirds vote of the trustees (in a
corporation without members), or by a two-thirds vote of the trustees
and of the members (in a corporation with members), unless the
certificate of incorporation otherwise expressly provides for a different

number.

8. Merger, Consolidation, and Sale of Assets (154:10-1 et seq.)

Mergers and consolidations shall be approved by a two-thirds vote
of the trustees or the trustees and the members (in a membership
corporation) unless the certificate of incorporation or the bylaws

specify a higher or lower number.

9. Dissolution (154:12-1 et seq.) Several inconsistent provisions in
Title 15 have been replaced by statutorily established methods of
dissolution applicable to all non-profit corporations.

A. Specific provisions have been made for the disposition of assets
which are impressed with charitable trusts to assure that upon disso-
lution, the assets are properly devoted for the purposes for which they
were intended.

B. The Attorney General can bring an action for the dissolution of a

corporation which has been organized fraudulently, is violating law,

-is eonducting its activities improperly, has misused its powers, or is

_insolvent. (These provisions were inserted at the request of an
1

" | Attorney General during the Byrne Administration.)

10. Foretgn Corporations (15A4:13-1 et seq.)
. A. Nonprofit corporations organized in other states must qualify
'fo transact activities in New J ersey.
i B. The Attorney General bas the specific power to enjoin foreign
'jcorporation,s from conducting activities in New Jersey who do not

qualify or who are condueting activities through frandulent means or

-in excess of their authority.
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11, Insolvency, Receivers and Reorganization (154 :14-1 et seq.)

The cirrent Title 15 conbains no provisions with respect to these
matters. This chapter is based upon Chapter 14 of the New Jersey.
Business Corporation Act except that sections 14A :14-21 (Distribution
of::Assets, priorities), and section 14A:14-25 (Reorganization under
act of Congress, ete.), have not been carried into the nonprofit act.

The Attorney General is given standing to commence receivership
actmons to reﬂect the interests of the pubhc under this section.

12, Fees of the Secretary of State (154 :15-1 et seq.) .
The filing fee for incorporation in the office of the Secretary of
State will be $10.00 for domestic corporations.

11T, DisTINOTIONS BETWEEN THE NONPROFIT CORPORATION Ac'r (Tltle
15A) AND THE BUSINESS CORPOBATION ACT (Title 14A)

The nonpnoﬁt oorporatlon law was drafted to conform, to the greatest
extent possmble, with the statutory scheme set up in the New J ersey
Business Corpora,tlon Act. However, inherent and fundamental differ-
ences between business and nonproﬁt corp01 atroms were carefully
considered.

1. Title 15A provides for both non-profit corporations with members
and nonprofit corporations without members.

2. Nonprofit corporations are not permitted to have capital stock.
Since they have no capital stock, there are no licensing fees for the
issuance of such stock, which Title 14A corporations are currently
eharged ;

3. Any corporatxon for which orgamzatlon is permitted under any
other sta.tute of thJs State may not be organized under Title 15A unless
such statute permrts organization under this act.

4, Instead of a monetary penalty for failure to file the oorporatmn 8
annual report, a provision for the revocation of the certificate of incor-
poration or-the certificate of authority of a foreign corporation has
been mcluded : :

5. Nonproﬁt oorponatmm may meet bienmially instead of annually.

6. An action or special proceeding for the dissolution of a corporation
may be discontinued at any stage when it is established that the
cause for the dissolution did not exist or no longer exists. There is no
counterpart in the Business Corporation Act. |

CoMMITTEE AMENDMENTS

Most of the committee’s amendments were technical or of a clarify-
ing nature. The following amendments were among those making sub-
stantive changes: '

15A :2-1: The committee amended this section to make it clear that
a nonprofit corporation organized under another statute may not be
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organized under Title 15A unless that statute, but not this act, specifi-
cally permits organization under Title 15A. At the same time, the
committee made it unmistakable that agricultural cooperatives would
not be governed by this act.

15A.:2-8 and 15A ;4-5: These sections were amended to incorporate
the intent of Assembly Bill No. 1776 that, upon filing a certificate of
incorporation, the actual location of the corporation’s registered office
and agent, as well as the postal designation, if different, be provided
by the nonprofit corporation. In addition, every annual report filed
under 15A :4-5 would have to specify similar address information so as
to make the serving of process easier.

15A:15-1 and 15A:15-2: Committee amendments to these sections
conform the fee schedule of the bill to revisions contained in P. L. 1982,
c. 52, sections 5 and 6, for Title 14A corporations. Two exceptions were
made, however. In order to encourage incorporations, the fee for filing
an original certificate of incorporation was set at $10.00 ($50.00 under
Title 14A) and the fee for filing an application by a foreign corporation
for a certificate of authority to conduct activities in the State was
fixed at $15.00 ($175.00 for Title 14A corporations). Section 2 of the
bill was amended to contain an effective date of July 1, 1983 so that the
start-up cost of implementing this bill could be included in the
FY 1983-4 budget.



SENATE JUDICIARY COMMITTEE
STATEMENT TO

ASSEMBLY, No. 366
STATE OF _NEW JERSEY

DATED: DECEMBER 13, 1982

Assembly Bill No. 366, the “New Jersey Nonprofit Corporation Act”
revises the current statutes governing the operation of nonprofit

cdr'p'oration-s in New Jersey by establishing a new Title 15A.

PurrosE aND BACKGROUND

Title 15 which presently governs the operation of nonprofit corpora-
tions in New Jersey was first adopted in 1898 and while, over the years,
specific statutes dealing with nonprofit corporations have heen adopted
to solve particular problems, Assembly Bill No. 366 represents the first
attempt at a comprehensive revision of the body of law governing non-
profit corporations. This revision of Title 15 was deemed necessary
because the growth in the number of nonprofit corporations and the ex-
pansion in the type of services provided by nonprofit corporations, led
many legal commentators to feel that provisions of Title 15 were
inadeqﬁate to properly govern nonprofit corporations in today’s society.

It was felt that there was a need to set forth in greater detail such
éspects of the law as nohproﬁt corporation formation, trustee liability,
authorized and prohibited acts, and procedures of amendment, merger
and dissolution. It was further felt that explicit statutory law on these
points would avoid unnecessary litigation. Additionally, Title 15 did
not provide a means of enforcing the State’s filing requirements nor
did it provide for the dissolution of nonprofit corporations or for other
needed procedures. The filing requirements of Title 15 are so deficient
in this respect that the Secretary of State has had difficulty just knowing
who the active non-charity nonprofit firms are. The Attorney General
was often unable to serve process because the current addresses of
nonprofits were frequently unobtainable.

To effectnate this revision, a three-member committee of the Corpo-
rate and Business Law Section of the Bar Association was formed to
rewrite Title 15. In 1980, after six years of study and review, a final
draft of a revision of Title 15 was completed by that committee and
approved by the Bar Association’s Board of Directors.

The Bar Association takes the position reflected in Assembly Bill No.

366, that the laws governing nonprofit corporations and those governing
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other corporations should be parallel in construction to the extent that
it is practical. To achieve this, the Nonprofit Law Revision Committee
followed the form of the New Jersey Business Corporation Act (Title
14A) except where the peculiar needs of nonprofit corporations required
different treatment. The Bar committee believes that the similarity
between the two acts will lead to a body of case law in which the inter-
pretation of either act may be used as a guide in interpreting the parallel
section of the other, except where the context clearly indicates a funda-

mental difference.

SoURCES

The main sources of Assembly Bill No. 366 are existing Title 15 of
the Revised Statutes, the New J ersey Business Corporation Act, and the
case law ihterpfeting those statutes. However, in the drafting of
Assembly Bill No. 366, the Model Nonprofit Corporation Act, the New
York Nonprofit Corporation Law, and the Pennsylvania Nonprofit
Corporation Act were also reviewed and utilized. In addition, statutes
of other states and writings on nonprofit corporations were consulted.

Principal -Changes Provided by the New Jersey Nonprofit Corpora-
tion Act.

Chdz)ter 1—General Provisions

- The new act will be known as the New Jersey Nonprofit Corporation
Act. An underlying purpose of the act as set forth in Section 15A:1-1
is' to provide general corporate form for the conduct of nonprofit
activities and to make the law governing nonprofit corporations as
uearly compatible with the New Jersey Business Corporation Act as
may be practicable.

Definitions of various terms applicable to the entire statutes are set
forth in Section 15A:1-2. The reference throughout the statute to a
“cbrporation” means a New Jersey nonprofit corporation. Where it has
been ﬁeceséary to refer to business corporations, the term “corporate
business entity” is utilized. The terms “member” and “trustee” are
defined in the act.

The new act will be applicable to all corporations which organize
ﬁnder the act after its effective date, to corporations which reincorporate
under the act, to foreign corporations to the extent provided under the
act, and to every other nonprofit corporation which was previously
organized and which could be organized under the new act. In addition,
the provisions conéerning dissolution and insolveney will be applicable
tb corpofations organized under Title 16 (religious corporations) except
as may Otherwise be provided by law.

Although corporations in existence prior to the effective date of the

new act will be governed by its terms, the new act will not divest existing
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corporations of any rights or privileges and will not require the corpora-
tion to do anything except in limited eircumstances. The new act would
require existing foreign corporations to register in New Jersey if they
conduct activities in New Jersey and will require existing corporations
to register any alternate names they use unless their real name is also
used. Existing law requires each corporation to file an annual report.
That requirement is contained in the new act but sanctions are added for
those corporations that refuse to file the annual report for two consecu-
tive years after notice of the delinquency.

Religious corporations organized under Title 16 will be permitted
to adopt certain provisions of the act which are referred to as the
“administrative provisions” of the act. Each Title 16 religious corpora-
tion is thereby provided an oppbrtuhity fo adoﬁt.a modern legal frame-
work in Which to operate without departing from the organic law under

which it was incorporated.

Chapter 2—F ormation

The procedure for forming nonprofit corporations will be changed by
the act. A certificate of incorporation must be filed in the Office of the
Secretary of State. Advance filing with the Department of Human
Services and the various county clerks have been eliminated. The filing
with the Office of the Seeretary of State will require each corporation to
submit an original and a copy of the certificate of incorporation. The
copy of the certificate of incorporation will be submitted to the Charities
Registration Bureau in the Department of Law and Public Safety.
Accordingly, the statute requires that a copy of each filing in the Office
of the Secretary of State is to be furnished by the Secretary of State
to the Attorney General. Pursuant to the informal procedure now
followed, the Department of Human Services forwards a copy of each
filing to the Bureau of Charities Registration. )

Names of nonprofit corporations will be permitted only where they
are not the same as or confusingly similar to business corporations.
Presently, nonprofit corporations and business corporations may have
identical or similar names. Names of nonprofit corporations (except
religious corporations) will be required to include a word or phrase
indicating that the entity is a corporation.

Nonprofit corporations which use an abbreviation of their name or
an acronym to identify themselves or otherwise use a name which is not
their precise corporate name, will be required to register their alternate
name with the Secretary of State unless they also us their real name as
well.

Chapter 3—Powers

The powers provided for nonprofit corporations generally include

the powers previously available to nonprofit corporations. The. act
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specifies some powers which were always thought to apply to nonprofit
corporations but were not specified previously in Title 15.

The power to provide reasonable indemnification to officers and
trustees has been specified in the new act. Provisions similar to the
ones included were inadvertently eliminated in 1969 upon adoption of
the New Jersey Business Corporation Act. The inclusion of the indem-
nification provisions here closes the gap which has existed since January
1, 1969.

The rights of members to bring an action against the corporation is
clarified.

Chapter 4—Registered Office and Registered Agent

- The provisions concerning registered offices and registered agents
substantially follow the requirements for business corporations. The
failure to file an annual report after notice from the Secretary of State,
would permit the Secretary of State to revoke the charter of a nonprofit
corporation, thus relieving the file load of the Secretary of State of the
accumulation of old defunct nonprofit entities.

The addresses of trustees as set forth in the annual report will be
home addresses or another address where the trustee regularly receives
mail. This provision was included at the request of the Secretary of
State who believes that use of “business addresses” makes it extremely

difficult to communicate with nonprofit corporations.

Chapter 5—Meeting of Members, Election of Trustees, and Rights and
Liabilities of Members in Certain Cases

Because Title 15 is almost entirely devoid of procedures with respect
to rights and liabilities of members, chapter 5 of Assembly Bill No. 366
provides extensive details in this area.

Section 15A :5-2 (annual or bi-annual meetings) requires that non-
profit corporations whose members elect trustees, must conduet a meet-
ing of members at least once every two years.

Section 15A :5-3 (special meeting of members) ovides that special
meetings may be called not only by the president or the board or other
officers, trustees or members as provided in the by-laws, but also upon
application to the Superior Court by not less than 10% of all members
entitled to vote at a meeting.

Section 15A :5-6 (action by members without a meeting), adopts the
approach of Section 14A :5-6 of the New Jersey Business Corporate Act
permitting action by written consent of the members, but makes clear
that nonprofit corporations can eliminate this flexible approach if they
so desire by provisions in the certificate of incorporation or by-laws.

Section 15A:5-9 (quorum of members), while establishing as the
statutory norm for a quorum a majority of the members, permits in the

certificate of incorporation or by-laws provision for a smaller per-
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centage or a finite number of members as sufficient for general meetings
or special meetings.

Section 15A :5-11 (votes required), contains a general statutory norm
that a majority of the votes cast at-a meeting of members is required,
except for the election of trustees (where a plurality is required), and
except as required specifically in other sections of the act. Some other
sections of the act require a two-thirds vote of members. ‘

Section 15A:15-12 (greater or lesser voting requirements), permits
a higher than majority vote requirement to be set forth in the certificate
of incorporation or by-laws. Furthermore, it permits the use of a voting
requiremént less than two-thirds but more than a majority. Where
there are only trustees and no members, the two-thirds voting requirs-
ment for certain transactions may not be lessened.

Section 15A:18 (proxy voting), prohibits the use of proxies by non-
profit corporations without specific authorization for proxies being set
forth in the by-laws.

Section 15A :5-20 (election of trustees; cumulative voting), provides
that where trustees are to be elected by members, the by-laws may
provide that such elections may be conducted by mail.

Seétion 15A:5-25 (liabilities of members), has no precedent in the
New Jersey Busmess Corporation Act, and is intended to make clear
that members shall not be personally liable for the debts, liabilities and
obligations of the corporation, except to the extent of any unpaid portion
of membership dues or assessments or other indebtedness of the member
to the corporation, and then only after the creditor has first pursued the

corporation’s assets.

C’hdﬁtﬁ 6—T'rustees and Officers.

Because Title 15 is almost devoid of provisions with respect to the
authority and obligations of trustees and officers, Chapter 6 of the act
provides extensive details in this area.

Sectidn 15A:6-2 (number of trustees), consistent with the current
law, requires that there be at least three trustees.

Section 15A:6-4 (classification of trustees; restriction of right to
choose trustees), provides that no trustee’s term of office shall be for
Iess than one year nor more than six years, and where there are classes
of trustees, that the term of office of at least one class shall expire
every two years.

Section 15A:6-8 (effect of common trusteeships and trustees’ per-
sonal interest), requires in all conflict situations that the transaction be
fair to'the corporation, regardless of board or membership approval.
" Keéction 15A:6-11 (loans to officers or employees), permits loans to
officers or employees (but not to trustees) but the transaction may be
authorized only with a two-thirds vote of the entire board.
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Section 15A:6-15 (officers), provides that a nonprofit corporation
may provide alternative titles to those of president, secretary, treasurer,
chairman of the board, executive director, or vice president, providing
that the certificate of incorporation or by-laws specify which of the
alternative titles corresponds to the president, secretary and treasurer,
and the alternative titles are not used in filling out the annual report.

Chapter 7—Memberships.

Section 15:7-1 (certificates or other written evidence of membership),
makes permissive the use of certificates or other written evidence of
membership, but if any are used, then certain minimum requirements
for the contents are set forth.

Section 15A:7-2 (restrictions on transfer of membership), provides
that unless otherwise provided for in the certificate of incorporation or

by-laws, memberships are not transferable.

Chapter 8—Beneficial Provisions for Employees.

This chapter specifies the methods by which employee benefit plans
can be adopted. Although it has generally been held that nonprofit
corporations may provide employee benefits in addition to a basie
salary, there was no existing statutory framework in whieh to provide
guidance as to the limits of the benefit plans which can be provided

to employees or the method of adoption of such plans.

Chapter 9—Amendments, Changes or Alterations.

The powers provided to nonprofit corporations to amend their
certificates of incorporation are broad to allow members or trustees to
amend the certificate, within limits, to meet the needs of changing
times or changing views. Nevertheless, unless the certificate otherwise
expressly provides for a lesser (or greater) number, a major act such as
the amendment of the certificate may be accomplished only by a two-
thirds vote of the trustees (in a corporation without members), or by
a two-thirds vote of the trustees and of the members (in a corporation
with members).

The provision for class voting on amendments carries through the
concept of class memberships in nonprofit corporations.

The modern concept of providing for a restated certificate of in-
corporation for those corporations which have had several amendments

is carried over from the New Jersey Business Corporation Act.

Chapter 10—Merger, Consolidation, and Sale of Assets.

Chapter 10 closely follows Chapter 10 of the New Jersey Business
Corporation Act both as to effecting a merger or consolidation and its
consequences. There are different provisions for corporations with
members and those without members.

Mergers between domstic nonprofit corporations and domestic and

foreign nonprofit corporations are authorized. The merger of nonprofit
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corporations, either domestic or foreign, with business corporations,
domestic or foreign, is not authorized.

Nonprofit corporations are expressly authorized to acquire assets
irrcluding the assets of a business corporation, or to sell or dispose of
all or substantially all of their assets both within and without the
regular course of their activities.

Since merger and consolidation are major corporate transactions
which may affect the rights of members and, in the case of certain non-
profit corporations, the public, Chapter 10 requires a two-thirds vote
of the trustees or the trustees and the members (in a membership
corporation) unless the certificate of incorporation or by-laws specify a

higher or lower percentage.

Chapter 11—Limitations on Rights of Dissenting Members.
Dissenters’ rights are not provided to members of nonprofit corpora-
tions. The utility of such rights would be extremely limited. A member
who is dissatisfied with a vote on a merger or similar corporate action
may, if the transaction is fraudulent or fundamentally unfair, seek

relief from the Superior Court to enjoin the transaction.

Chapter 12—Dissolution.

The several inconsistent provisions in Title 15 for the dissolution of
corporations have been replaced by one set of methods of dissolution
applicable to all nonprofit corporations. The methods of dissolution are
generally the same as the methods of dissolving business corporations.

Specific provisions have been made for the disposition of assets which
are impressed with charitable trusts, to assure that upon dissolution,
assets impressed with such trusts are properly devoted to the purposes
for which they were intended.

The Attorney General is provided in Section 15A:12-11 specific
circumstances in which to bring an action for the dissolution of a
corporation which has been organized fraudulently, is violating law, is
conducting its activities improperly, has misused its powers, or is
insolvent. These provisions were inserted at the request of the Attorney

General.

Chapter 13—Foreign Corporations.

Nonprofit corporations which organize in other states have not been
required to qualify to transaect activities in New Jersey since January
1, 1969, when the provisions applicable to foreign corporations were
made applicable solely to business corporations.

The new provisions will require nonprofit corporations organized in
other states to qualify to transact activities in New Jersey. The filings
with the Secretary of State will also be provided to the Attorney
®eneral 50 that the Bureau of Charities Registration will be aware that
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the foreign nonprofit corporation is condueting its activities in New
Jersey. The qualification requirements will be applicable 90 days after
the remainder of Assembly Bill No. 366 is effective. _ '
The Attorney General is given specific powers in Section 15A:13-12
to enjoin foreign corporations from conducting activities through
frandulent activities or activities in excess of its authority.

Chapter 14—Insolvency, Receivers and Reorganization.

Title 15 contained no provisions with respect to these matters.
Chapter 14 of this act is based upon Chapter 14 of the New Jersey
Business Corporation Act, except that Section 14A:14-21 (distribution
of assets, priorities), and Section 14A :14-25 (reorganization under act
of congress, rights of certain shareholders) have not been carried into
the act and additional grounds for a receivership action have been
added.

The Attorney General is given standing to commence a receivership
action to reflect the interest of the public in the proper administration

on nonprofit corporations.

Chapter 15—Fees of the Secretary of State.

Generally, the fees to be paid to the Secretary of State for filing a
variety of different documents will be the same fees applicable to
business corporations. However, certain filings will be unnecessary for
nonprofit corporations thus reducing the actual impact of the increases.
For example, the filing of the certificate of incorporation with the
County Clerk has been eliminated. The current cost for filing a
certificate of incorporation is $15.00 including the filing in the Office
of the Secretary of State and the County Clerk. The new filing fee
will be $35.00 for the single filing in the Office of the Secretary of
State. Therefore, the increase is only $20.00. The filing for a business
corporation would be, at a minimum, $60.00. The difference is the
requirement for business corporations to pay a license fee for the
issuance of shares which will not be applicable to nonprofit corporations.

Although the fees have been increased, the new fees are not sub-
stantial in all instances and are identical with respeet to certificates

relating to changes of registered officers and registered agents.

CoMMITTEE. AMENDMENTS :

At the request of the Department of State, the committee added an
appropriation of $250,000.00 to cover costs incurred by the Department
of State in implementing Assembly Bill No. 366. Also, at the sugges-
tion of the Department of State, the effective date of the bill was
changed from July 1, 1983 to the first day of the sixth calendar month
following enactment. This is to permit sufficient time for the Depart-
ment of State to institute the new procedures established by Assembly
Bill No. 366.
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At the suggestion of the Division of Consumer Protection, Section
15A.:6-12 which proscribes the liability of trustees of non-profit
corporations was also amended. The amendment clarifies that, in
addition to creditors and other interested parties, under some circum-
stances, the trustees are liable to the non-profit corporation itself.

The remainder of the committee amendments are of a technical
nature. ’



SENATE REVENUE, FINANCE AND APPROPRIATIONS
COMMITTEE

STATEMENT TO

ASSEMBLY, No. 366

[SENATE REPRINT]

[OrriciaL Copy REPRINT]

STATE OF NEW JERSEY

DATED: JANUARY 19, 1983

This bill, the ‘““New Jersey Nonprofit Corporation Act,’”’ revises
current statutes governing the operation of nonprofit corporations in
New Jesey by establishing the new Title 15A.

The statements of the Assembly Commerce and Industry Committee
and Senaté Judiciary Committee adequately explain the provisions of
the bill.

Regarding fees to be paid to the Secretary of State, nonprofit corpo-
rations will pay fees in the same amounts for the same purposes cur-
rently charged to corporations organized for profit. There are, however,
some execeptions. A corporation organized for profit is charged $50.00
for filing the original certificate of incorporation. Nonprofit corporations
will be charged $10.00. Out-of-State corporations for profit must pay
a $175.00 fee for filing an application for certificate of authority to
conduct activities in New Jersey. Out-of-State nonprofit corporations
will be charged a $15.00 fee. The Department of State estimates that
additional revenues between $600,000.00 and $1.2 million will be realized
each year as a result of this bill.

The bill appropriates $250,000.00 to the Department of State to

implement provisions of the act.
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REVISION COMMITTEE

. ‘ ) v September 23, 1980
'ro the Board of Trustees of the New Jersey
. .. State Bar Association :

i)

- A comprehensive revislon o{ the New Jersey laws regu-

1st1ng nonprofit corporstions 1s subnitted to you
N Bt B JEEN

protit Law Revislon COnusittee of the COrporate and Business Law

,..4,\“. H

y the Non-

Section of the New Jersey State Bar Association. ¥

ot RERUREE U5V SR A PN ) > RAEREIRER -5
o lsemen 'l'he enclosed: revision. is.in the form of a new compre-
hensive New Jersey Nonprofit Corporstion Act (the ‘"Act®) to be

. designated ss l‘itle [1S5A: to replace Title 15 of the - Revised

o Stptutesn This:is the first compréhensive revision of the laws

pt.pew Jersey regulating nonprofit corporations since 1898. * -

7 ohe ‘Committee was formed in September, 1975, It sub-
n‘lgted - its . first report to . the .COrporsse and Business Law
Section.on May 22,1976, - At: that -time, it completed its review

of Titles.15 and 16%-o£ ‘the Revised Statutes of New Jersey  and

recommended-. a - conplete revision of Title 15 with additional -

"'provlsions accouodsting existing provislons of Title 16.° The
_report of» the . COsnittee was: accepted by'the Section and wss "
publlsbed .in :Volume ,99 of the New Jersey Law Journal ar page
617. 'rhereupon,‘ the Committee commenced work on the drafting

. ofgs eouprehensive nonprofu: corporatlon 1aw i Lok PERRET

NP -‘9’ LA T e . B N . :'- o A,.‘,_'..V s
: {a} em'JM B9 G vew cnta e -.! ‘a'.rf,'.-.r-\ T Al r FER AV SO
ihige AR 1nterln report of the Conmittee dated April 27,

r?i,c,Ll> lavtt * S

.;\-_; 1670, was presented to the cprporste and Business Law Sectlon

Sy
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‘issues, have increased. 4

>nonpro£it corporations has grown.

- been-less filling of statutory intersticea*.’ s
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business,' commerce "and social relationships have developed and

the services to society provided by“nonprofit’ corporations have N

l expanded in the intervening years, the nunber of unanswered

w odw 8

,questiona, particularly those concerning modern concepts and

.Z;-... B

involved in litigation as otten as business corporationa do. (-

The body: of' case” law interpreting 'i'itle 15 ia snaller than that

| 1‘“'01“1“9 buslnesrcorporationq,“aud consequently.’ there -has "’

3280 \,\,

The Committee's primary aim was to dratt ‘a body of

 statutory law to be applicable to all nonprofit corporations mo . -

matter for what purpose organized. ‘i‘his ditters trom Chapters

A

2 through 17 of 'ritle 15 of the Revised Statutes which make

separate provisions for different ‘typea of nonprotit corpo-
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s1ei Trorhe second objective "of ‘the Committee was to conform .

the nonprofit corporation:law,/ to the greateatfextant"'possible', f

"to the statutory scheme dealing with business 'corpo'r'ations'.i'the

New Jersey Business Corporation Act. . Except ‘for' inherent
fundamental differences between business and ’nonprofit' ‘corpo- .y

rations, practitioners and courts should not have to seek or -

consider fine points ot distinction between the two types of A

corporate entities. 'ro achieve this, the COmmittee followed

XVi

Horeover, ) the use and mmber ‘of -

Nonprotit corporations do not_', appear “to becone' B

b'l "hf.‘»; _;{;-
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: the. form of -the New Jersey .Business COrporation Act except
where the. peculiar needs of nonprofit corporations ‘required
different- treatment." The COmittee expects ‘that the similarity
between. the two: actsi will- lead to a body of case law- in: whici(\“
the interpretation ‘of ! either act may be used as a‘ guide in
interpreting -the parallel section of the other, except where

the ‘eontext clearly indicates a tundanental ditterence. "3-‘}”—'*'-3

.',. : S Lotave,

) pinaily. ‘a8 more and more people become {nvolved in

nonprofit corporations as utrustees or” other officers of fund

frailings Lcorporationa, school boarde, religious organizations,

civic bodies;. social.clubs, or-cooperative housing ‘projects (to

cite only:a few. examples),’ enabling~1egislation i8 necesasary to

‘ ‘make 'explicit';what micht :be considered implicit by expressly

~_authorizing ,or:: prohibiting particular practices and proce- ’

Vdures. Items such ‘as formation, trustee liability, authorized

-and ptohibited.acts, and procedures  for  amendment, merger and

‘dissolution:xhaue. allf:beenumoderni-zed and streamlined top.brin‘g
L ‘the New Jersey nonprofit corporation into the: current age.-"

S R N iyt : LT S g gt

'..:: ' 'rhe Mt, like the New Jersey Business Corporation
Act', ‘conta‘ino“a-eeparate chapter dealing with foreign corpo-.
A rations. As nonprotit corporations have become larger and more
"regional and national in their activities. comprehensive pro-

visions for foreign 'nonprofit corporations operating in New

. Jersey are. necessary, ir..- . i 0 cn R

- - .o . B . B 5 . . [ *
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/
. Despite "the: toregoinq.

COrporation Act is not. the mirror 1mage of the New Jersey

;‘Business Corporation Acts: Baslc-ditferences between business

:d'and nonprofit corporations ota recognized.ivrhe stotuto nakes;f5’

' exptess ptovisions tor cotporationa without-nenbets. ‘al conmon’

feature: of many nonproﬂt corpoutions,abut :one - unknown to

- businessf.entities

‘

7 constltuency of at least one shateholder.‘p

Crealy oo IR B T
By e e P <.

e eariwan '»eve“”~y

it Lt .Nonprofit. corporations, unllke business. corporatlons,
~are often endowed with or subject to;a public.trust.“vrhere are

practical .differences. ‘between. business‘aodrnonprotiﬁwcorpora- S

.tions. -

interest in the corpozation s opetation and aftalrs. . On .the

the New Jersey Nonptofit"

. In the. formet, the profit motive: induces .shareholder ="

wheteL EVOIY*QCOIPOIDtlononNEt Shave . a el

other hand, 1n membership nonptotit corpotations. nembers ‘are

.often content to. 1et tho 1nstitution run: 'by itself"or by the 1277

eftorts ot a few 'wo:kers.u

membets at any one, ‘time may. often be unknown.; Recotds may not K

be kept.'

- of shareholders in the’ stock book or a stock ttansfer hook of a -

business corporation.. These di!ferencee and othet lncldento o£

»nonprofit corpozations wete conaide:ed and are dealt with ln '

VOTRTROY e e

the Act... ol

The Act is designed toLprovide a btoad and flexible

P AR

: statutoty framewotk.' Hany of lts provlsions a:e, consequently,

guidelines which may be varied by the ce:tlficato ot 1ncorpora-ﬁ

"\ tion or the by-laws.'

xvi -

The 1dentity of soue or alI ot the-

There may be no 1let1ng o£ ‘members as one would flndnnﬁ

E_COrpoxation_Act.u

Corporation Act,
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Sources and References ..

TheAsoutces of the various sections of the Act are

1.shown at the end ot each seotion.- The main’ soutces, ot course,

y,,
i

are:, existlng Title. 15 of the Revised Statutes, the New Jersey' -

_t Bus;pesaHCOtpoxatlon 5ct,~and the case law interpretingﬂthose

statutes.

the Model Nonprofit Corporation Act (Revised 1964), prepared by

igaowevet,_the Comnittee.reviewed and borrowed fron

the Committee on Corporate Lows (Section of Corporation, Bank->

1ngiand'Business>Law) of the American Bar Association, the New
York Nonprofit Corporation Law, and the Pepnsylvania Nonprofit

In addition, . statutes of other  states.and

writings on nonprofit corporations were consulted.

. ¥ - - Rl
e I R TALE I

R Principal Changes Provided by the New .. Jersey Non-

profit Cofggration Act.

[

Chapter 1 ~ cehétgl peavmons."""’ o

"ng{gi The new Act will be known:ag. the New Jersey Nonprofit

) An underlying putpose oc the Act as set forth

in Section 155x1~1 is to provide general corporate form for the

conduct’ ot nonprofit activities and to make the law govetninq

nonproflt corporatione as nearly compatible with the New Jersey

':""!":’! . conj

T Definitions o! various terms applicable to the eutire

. statute ate aet torth 1n Bectlon 153:1—2. - The refetence

RN . [T

throughout tho etatute to a 'corporation' ‘means a New Jersey

nonprofit corporatlon. Where it has been necessary to refer to

business corporations, the tetmo "corporate business entity" is

- Buainess COrporation Act as may be ptactlcable.r; Cn e N

J
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utilized. The terms 'member and "U“Ste,"‘—f‘“fd‘ﬂ“’d%-1“4‘thé

Act. S Co - e B o
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:‘ «.'rhe new Act will be applicabie to ail corporationa' '

S which organize under the Act after: ite etteotive date. to cor-

o porations whicb‘reincorporate ‘under‘ tha Act”;to toreign

’rations to. the ‘extent . providea under«thevhct"“" and to every:
other. nonprofit corporation ‘which : waa previouciy organized and - °

which ‘could be organized undor tbe new Act.J In addition; the - -

ptoviSiODB‘ . concerning - disBOl“tioﬂ ‘and ,.1n5°1yency Hill be . s .

applicable: to. 'corporationa ‘organized’under “ritle’ 16’ (rerigious

corporations): except as may otherwise be- provided by‘l,w spiin

. R .. : / ISR 1
PRI ._A.:-.', ST v "' v B

Religious coroorations orqanized under ‘ritle 16 willtt'
be permitted to’ aaopt certain provisions of the Act which are.
-‘adninistrative provioiona"‘ o! the Act. :

‘,reterred to ‘as the:

Each 'ritle 16 religious corporation ie therehy provided an

3

oPPOrtunity to adopt a’ modern legal franework 1“ "’MC“ to

operate without departing ,tron the organic "law- under which 1t
. T 0‘_4,. AR o3 » B
S 3¢ His )e“u’_] l SR

, q'rhe procedure for torming nonpro!it corporatione wiu

’, be changed by the Act.. A certiticate of ~ incorporation must” be

.Advance tt11n9'
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with the Division ot Institutiona and Agencies (now the Depart-:‘fv'
. v PR LY s e
nent of Human Servicea) and the varioua county clerks have been
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eiiuinated 'rhe tiling with the office of the Secretary of

State will require each corporation to submit an original and a

copy o! the certi!icata of incorporation.A

Reqiatration Bureau in . khe _Department  of . I.aw and Pubiic

Baf.ety." Accordingly, the etatute requiree tbat a_.copy.of. each

furnished by the Secretary ot State to the Attorney General.

- Pursuant to ‘the infornai procedura now tonowed. the Department

of Buman Services forwards a copy of each tiling to the Bureau

;;:..\_ s LMmALLn s ';;',i‘:;— e n"":?;‘-;»i)f:‘.'i-'ér - ;,’:"-‘ o s L e
R, Nanes of nonprofit .corporations will be permitted

only where they are not the same as or confusingly. similar to

businese corporations. * Presently, nonprofit corporations and

bueinesa corporations nay bave identical or’ einilar names..

T Names of nonprofit corporations (except religious corporatiOns)

will be required to inciude a word ‘or phrase indicating that -
the entity ia a corporation. - :
SEECTE pitAS e ngy e

Honprotit corporationa which use an abbreviation of

¥ RERTEEN 1‘4'
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their name Or an acronym to identify themselves or otherwise

uae a name which ia not their

ot v

_Precise corporate name, will be
required ¥o regiatar their aiternate hame with the Secretary of

Lo T I
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N -The copy of the
_ certificate ot incorporation viil be submitted to the Charities.
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tiling in the otfice o! the Secrotary ot State is to be -
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Chapter 3 - Powers.- I s oLt
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‘nfﬂé 4% The* powers " “provided ‘tor"nonprotit' corporations

A generally include - the powers previously available to nonprofit U
- corporations. - The Act: specities ‘some’ powers which were aiways SR

" - thought . to apply “to'! nonprofit corporations but were not”:‘e’;"

; S'? ‘jﬂg"‘ . '~_.

specified previously in ritle 1857

ek Y.

otticers and trustees has been speci!ied in the new Aot.fi:d.“' '

A

Provisions sinilar to the ones included were, inadvertently,:,;~ft
eliminated in 1969 upon adoption of the New Jersey Business‘

COrporation Act. The inolusion of  the indennitication

. s L [
provisions here closes the gap which has existed since January
S r . CANEIN N ,_

1, 1969, - B .Z-q R
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' The rights of members to bring an, action against the E o
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v corporation is claritied R L Gy e ¥
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Chapter 4 - Reqistered Office and Registered Agent. =7
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The provisions concerning - registered otfices “and 7

registered agents substantially follow the - requirements for
business corporations.’ The failure to tile an annual’ report

will, after 'notice - from the Secretary of State, permit the

Secretary .of State to revoke the charter of a nonprorit'corpo~

ration, thus relleving the tile load ot the Secretaryvo! state

from accumulation of old defunct nonprofit entities.
N
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‘The power to provide reasonable indennitication to k

;vote at a meeting.

REPORT OF THE NONPROFIT LAW REVISION COMMI'I'I‘EE

1 The addresses of trustees as- set forth in the annuall

report will be home'addresses or ‘another ’ address where -the

person regularly receives ‘mail.’ This-provision ‘was included at
the request of the Secretiry of State who believes that‘use ofiu

"pusiness addresses‘.makes it extrenely difticult to communi-;

cate. with nonprotit corporations..;

‘.r_; Si e .

‘Chapteris‘-'ueetingsiof Henbers.”zlegtion of Trustees, and_“--
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Because Title 15 is alnost entirely devoid of
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provisions ‘with respect to rights and liabilities of nembers,

Chapter 5 of - the Act provides extensive details in this area.

5 S ws e . 5.
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Ty Section 15A S 2 (annuai or bi—annual meetings of

nembers) -'.zequires that nonprofit corporations which have
me:nbers who elect trustees, nust conduct a neeting of members

at least once every two years. '

Taee o>

W W et 3 c.

o Section lSA:S 3 (special neeting _ot menbers),

: provides that special meetings may be called not only by the

president or the board or other officers, trustees or members

as provided in the by-laws, but also upon application to the

S\rperior Court by not less than 10% of all members entitled to

T S SR PRRNS SPYO
. Section ' 15A:5-6 - {(action: by’ nembers " without " a
meeting), adopts the approach of Section 14A:5-6 of the New

Jersey Business Corporate Act permitting action by written
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consent .of , the members, -but, nakes clear -that nonprofit

corporations can eliminate this. tlexible approach -1 £ _they. g0

- desire by provisions in the certi!icate ot incorporation or, by- S

'.T“' ."“»J
Section

»'15535-9

1 .xv'l

p 8y

establishing as. the statutory norn for' a quoruli

':_( Section 15A:5-1114vote5i;;

’statutory norm that a majority ot the votes cast at a neeting

‘of n\embers is’ required,' except “for the election ot ‘trustees’

(where' a plurality is zequired), and except as required

specirically in other sections of the act.. Some’ other sections
T L R

" of the act require a two-thirds vote ot nenbers.
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' ments), permits a higher than najorit§ vote requirenent to- be;
set forth “in “the certiticate “of incorporation “ox.. by-lews.jﬂﬁ,;*“
. Purthermore. it permits the use of a voting requirelent lesg.c;;:;
thah two-thirds but more ‘than a majority., Hhere:there are:only‘;-

a trustees and no nembers, the two—thirds voting requirenent tor;‘

'certain transactions may not: be lessened, . Az tnin
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Section 15&:5-12 (greater or lesser voting require-i

tion for: proxies being set forth in the byvlaws.bﬂjg;é ;
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u;'cers, hapter 5 of the Act provides extensive detaile in this

o trustees. .
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V . Section 15&:5-18 (proxy voting), permits use of
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proxies by nonprotit corporations without specific authoriza-
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seotion 1snss-zn (election K trustees; cunuietiui

. voting),’provides ‘that. where trustees are to be elected by

’5”>nenbers.‘the by-laws nay provide that . suoh elections may be

conducted hy meil.do“!.s EON "3,1 R

corporation;”

excebt to 'he extent ot eny unpaid portion of
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7:membership dues or assessnents or other indebtedness of the

,tirst pursued the corporetion’s assets.,
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Chapter 6 - Trustees'andnofficers,J’;.s em s gie

Secause Title 15 is alnost devoid ot provisions with

- respect to’ the euthority and obligations of trustees and offi-
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. member to the corporation, and then only_qtter_the creditor,has~

;i_the current 1aw,, requires__that ithere4,bq at . least _three
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‘' Section 15A16-4 (classification of trusteesx restric-

tion of right to "choose trustees), provides that no trustee 8

tern -of oftice shall be ‘for less than one’ year nor more than ;}“"

yf?f?f‘ﬁqw;f;;ge ;5;3.;757.@?-gn35 5:ns;g§ ~

< - . Section 15A16-8 (effect o!~comnon‘trﬁsteeships'and

trustees' personal interest), requires. in all conflict situa= -

tions that the transaction be tair to the, corporation, regard-

w

less ot board or. membership approval. :_ 1:‘3 ;hj_.

> v gection” 15A16-11 (loans® to of:icers Yor enployees\.

'permits Ioans to officers or employees (but not to trustees). '

but the transaction may be authorized only ‘with a two-thirds
* [ B SRR < | e “Y" .

vote of ‘the entire board.’
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'Section 15A:6~-15 (officers), provides that a non-~
profit corporation may provide alternative titles to those of

president, secretary, treasurer, chairman, of the board, execu-

tive director, or vice, president, providing that the certiti-=j

cate of incorporation or by-laws specify‘which of the alterna~

tive titles corresponds to the president, secretary and

treasurer, and "the alternative titles are not used in filling

out- the annual report, =,/ ' T oo Triienten
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kChapteri7'- Memberships. . . L et

Section 15:7-1 (certi!icates or other written

evidence of membership), makes permissive the wuse of
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‘contents ‘are set forth.

. of adoption of such plans.
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certificates or other written evidence of membership, but if

any . are - used, then certain minimum requirements for ..the

R A O L1
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_:' Section lSAx7-2 (restrictions ;-on ., transfer ;_ot"

membership), provides that unless otherwise provided for in the

certificate of incorporation or by-laws, nemberships ‘are not

“transferable, o< iAo i b A
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Chapter‘a - Beneficial Provisions for Employees. . .. !.‘;

"“? This chapter specifies the methods by which employee

L~bene!it plans can be adopted Although it has generally been
7'held that nonprofit corporstions may provide employee benefits

‘in eddition to a basic salary, there was no existing statutory
' framework in which to provide guidance as to the limits of the

" benefit plans which’ can ‘be provided to employees or the method

[

Chapter 9 - Amendnents, Chanqes or Alterations.
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oo ‘The . powers provided ,to nonprofit corporations - to

DO

amend their certificates,of.incorporation are broad to allow

. Members or trustees to amend the certificate, within limits, to

meet the needs of changing times or changing views.,  Neverthe-

less, unless the certificate otherwise expressly provides for a

'lesser_(ordgreater)_numher, a major act such as the amendment

otlthe’certificate“pay_be accomplished only by. a two-thirds

 vote of the trustees (in a corporation without members), or by
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a two-thlrds vote" ot th&“trustees and ot the members (1n a‘-’_-f_.;‘
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’ certiticate of lncorporatlon tor those corporations which have

had several amendment
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Chapter-10 ~ HerqerPConsolldatlon, and Sale ot Assets.
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Chapter lo closely follows Chapter lo p£ the New

‘Jersey Business Corporation Act both as to eEfecting .a merger

or, consolidation and_1its. consequences.v;‘_

‘% l

provisions for corporatlons with menbers and those without -

members. :

SR The Connitl:_e: dealt with the poncy questlon ot which
corporate bodies should be’ pernltted to serge by authorlzlnq.= v

"mergers between domestic nonprofit corporatlons and’ donestic
and ‘foreign -nonprofit corporatlons.

"corporations, ‘e fther "

corporatlons, -domestic or “foreign, ls not- authorized.’ As noted

{n-the Committee' s comments there are other’ ways to accompllsh

in’ whlch the drawbacks and conceptual aifficulties

I

such a union'

of a merger of such entlties are not present.r
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Nonprotlt corporations are expressly authorized to

. .
o ' \}’ el

acqulre assets lncludlng the assets of a business corporation,

or to sell or dispose of all or substantially all of their

,'_assets both within ‘and without the regular course of their o

31”% i am"l CRIFNT ST 1% SURINREMAPREEAS S I RS I

actlvitles. N

2._:::_! T mr;x e o8

7 ,; ) stnce nerger and consolldatlon are najor corporate

transactions which nay atfect the rights of members and, in the

P

- case of certaln nonprofit corporations, the public, Chapter 10
V requires a two-thirds vote of the trustees or the trustees and
" the . members ‘ ‘ (in'% a - membership ‘‘corporation) ' unless the

certificate: of incorporatlon or by-laws - specify a higher or .

lower percentage:; e SmEE e S

1
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Chagter ll - leitatlons on Riqhts of DissentinLMembers. "

§, 0
HE

. ~,"{”Dlssenters" rights’ are‘ not provided to membérs of
nonprofit corporations. The utility of such rights would oe
extremely 1limited. The Cornnlttee is not aware of another
nonprofit statute which‘ permits -’then’.’f" -'A'f'-member who :ls
dissatisfied ‘with'a“ vote ‘on" a merger or 'similar corporate
action ‘may,  if the’ transactiorn '{s fraudulent or" fundamentally
unfalr,‘- seek ‘relief from the v‘Superior Court to enjoin the

transaction, .
Chapter 12 = Dissolution.’ @ W7+ 7 "i.u vie .7
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'rhe several inconslstent provislons tn 'rltle 15 for
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the dlssolution ot corporatlons have been replaced by one set
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of methods ‘of dissolution applicable to al} nonprofit corporaw'“

tions.

the methods of dissolving business corpozations.

RPN

tion ot assets . uhich are . lnpressed w!th charitablc trusts to -

. assure that’ upon diasolution. assets inptesaed uith auch trustsf

vk

are properly devoted to the’ pu:noses for 'wﬁich they were<y

5“!;

l 41*
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'fffe.' _'The Attorney General , ts pravided in. Bectlon 15A:12-11'
speclfic circumstancea in .which" to .btlng, an action Eo: ,the "
dissolution of a corporatien which haa been organgzea tt&udu-fﬁf“'

lently. is violating law, is conducting its activitles improp~40’*'

erly, has misused its powers,:or ‘is insolvent.

visions were inserted at the request of the.Attorney Generai.
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have not. been :equired to qualify to ttansact ctivtties in New RS

Jersey since -Janvary 1, 1869,. when the provisiona applicable to

foreign corporations we:e made applicable solely to busineas.  

);;;,5;~>m The .new. provis!ons will requite nonprotitlcOtporavf

tions organized in other states to gualify to ttansact activi-sl

tiés in- New Jersey.

\

" The methods of dissolution are genetally the same as:
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'Speclfic ptoviaions have been made to: the,disposj,.&Afﬁ
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Nonprofit corporatlons which orqanize in. other states ;

kD filinqs wtth ‘the Secretary of State;a"b_
L will alse’ be' ptovided to the Attorney Genéial 50" that the = =

-
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Bureau of Charities Registration will be aware that the foreign
nonprofit -.corporation is conducting its ‘activities in New

Jersey. The qualification requirements will be applicable 90

days after the remainder of the Act is effective.’

= rhe Attorney General 13 glven specitlc powers in

1.~ B

7'Sect£on 155;13~12 to enjoin torelgn corpozations fron conduct-

'1nq activities in New Jersey vlthout qualitying'bt where 1e la':'

o

factivities in excess of its autho:ity.
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no provielons with zespect to

1\ +

ARSTETS JA8 i- g._f Low 3 P

Title 15 contalned
thése mgéte's.
of the New Jersey Business Corporation Act, except ‘that Section
.and@ Section

{distribution o assets, prioritles),.

14A314-25 - (reorganization under act of congress, -rights of

: certain. shareholders) . have not been carried into the Act and

. additional grounde for a :eceivership’ictioh have been added.

'>The Attorney General is giveﬁ standing to commence a

recelvetahip action to reflect the interest of the public in

“"the ptoper aduinistration on nonprof!t corporations.

" Chapter 15 - Peea of the Secretary of State.xf e
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der act of congress, rights of certain shareholders) have not been
carried into the Act and additional grounds for a receivership action
have been added.

The Attorney General is given standing to commence a receiver-
ship action to reflect the interest of the public in the proper admin-
istration on nonprofit corporations. -

Chapter 15—Fees of the Secretary of State.

Generally, the fees to be paid to the Secretary of State for filing
a variety of different documents will be the same fees applicable to
business corporations. However, certain filings will be unnecessa-
ry for nonprofit corporations thus reducing the actual impact of the
increases. For example, the filing of the certificate of incorpora-
tion with the County Clerk has been eliminated. The current cost
for filing a certificate of incorporation is $15.00 including the filing
in the Office of the Secretary of State and the County Clerk. The
new filing fee will be $35.00 for the single filing in the Office of the
Secretary of State. Therefore, the increase is only $20.00. The fil-
ing for a business corporation would be, at a minimum, $60.00. The
difference is the requirement for business corporations to pay a li-
cense fee for the issuance of shares which will not be applicable to
nonprofit corporations.

Although the fees have been increased, the new fees are not sub-
stantial in all instances and are identical with respect to certificates
relating to changes of registered officers and registered agents.

Chapter 16

The Committee’s intention to provide a sound framework for all
nonprofit corporations governed by Title 15A, without disturbing
rights presently held by certain existing nonprofit corporations is
reflected in Chapter 16. Acts of the Legislature providing for cer-
tain express rights in certain distinct types of nonprofit eorpora-
tions were saved from repeal. On the other hand, prior acts of the
Legislature which simply limit or make separate provision for the
mechanics of operation of nonprofit corporations have been re-
pealed.

Conclusion.

A revision of the nonprofit corporation laws of the State of New
Jersey will be welcome relief to the mixture of overlapping, outdat-
ed, and incomplete statutory framework for nonprofit corporations
presently existing. The orderly formation and operation of non-
profit corporations is essential. The compatability of the Nonprofit
Corporation Act with the New Jersey Business Corporation Act will

XXII
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create an easy to follow familiar environment for nonprofit corpora-

tions.

Respectfully submitted ;
Nonprofit Law Revision |

Committee ‘
Joseph Lunin, Chairman

Philip L. Chapman j
Stuart L. Pachman :
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