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A,.)bh (IOJr~) 
STATEMENT 

This bill revises the New Jersey law relating to nonprofit 
corporations. ~J..1he present law relating to nonprofit corporations 
is found in Title 15 of the Revised Statutes which had as its source 
P. L. 1898, c. 181. This act enacted the first general law in Ne~ 
Jersey relating to nonprofit corporations. The law has remained 
virtually unchanged since the enactment of Title 15 of the Revised 
Statutes although supplements have been added thereto to fit 
particular circumstances. 

Over the years the existing nonprofit law has been fourid wanting 
because it does not conform to modern business and social concepts 
brought about by the expansion of services provided by nonprofit 
corporations. 

The provisions of this bill have, where possible, been patterned 
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 
corporations and the carrying out of their objects. 

124
 

So'urce 
Sections 

R. S. 15:1­

R. S. 15 :1­
R. S. 15:1­

R. S. 15 :1­

R. S. 15 :1­

R. S. 15:1­

R. S. 15 :1­

R. S. 15:1­
R. S. 15:1 

R. S. 15:1 
R. S. 15:1 
C. 15:1 

R. S. 15:1 
R. S. 15:1 
R. S. 15:] 

R. S. 15:J 

R. S. 15::' 

R. S. 15: 

. R. S. 15: 



1 

J,ASSEMBLyl COMMERCE )',AND I iINDUSmy. COMMITTEE
 

STATEMENT 'fO
 

ASSE~MB,LY, No.~.3-6,6 
with Assembly committee amendments 

;IDATED :: SEPTID~"BER'30, 1982 

. The Assembly_ Commerce, and Industfy, Oommittee fav:orably reports 

this "bill, with committee amendments, ,t.o __revise, the Jaws of New 

. J eJ'l~ey r~gulating nonprofit eorporationsby cr:eating a new Title 15A. 

"BACKGROUND 

. In: New' J ersey, 'there are nonprofit corporations which have charters 

dating from colonial time,s.. 'The .first co'dificRtion of a comprehensive 

bbdyOf law governing nonprofit corpoTations, generally, was in 1898 

and"there has been no attempt at recodification until 'the' drafting of 

°this bill.e'Both befiore and after' the 1898 statute, statutes dealing with 

',n'Onptofit corporations have' been adopted,' from time to time, in 

"pieoeme'al -fashion to resolve par:tic"ular problems 'that may have been 

" -brought to' 'the 'attention of' the' Legiislature. "For its time, the 1898 

'statirte may have' been adequate. "However,' in the opinion Of the 

State Bar Associrution, it left many questions unanswered: The drafters 
"--'---- .... 

of this bill felt there was a need toset.i.or1th,jn greater ,detail and with 

. greater.clarity, such aspects of law, as no;npmfit corpol'ationformation, 

trusltee liability, authorized and prohibited acts, and procedures of 

amendment, merger and diJssolution. In the absence.of a comprehensive 

bop;y of cas'e law,_ they wished to have the statute law explicit on these 

, points, in order ,to avoid unnece:ss~ry litigation. The need for greater 

clarity ha,s increased as services' .to society, provided by nonprofit . . 

corporations have expanded! in recent yea,rs. Moreover, the 
' 

use and 

number of nonprofit corporations h3is grown. 

The existing statutes do not provide a means of enforcing the St'ate's 

filing requirements no-I" do they provide for the dissolution of nonprofit 

corporations or for other needed procedures. The filing requirements 

of existing law are so deficieUJt in ,this respect ithat the Secretary of 

State has had difficulty jus1t knowing who the' active noncharity 

. nonprofit firms are. The Attorney' General was often unable to serve 

. :proces,s because the current add"resses "of nonprofits were frequently 

unobtainable. 
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A three-man eommiUee of the Corpoirate and Business Law Section 

of the State Bar Association felt that the nonprofit corporation law 

was deficient enough to warrant a tho:rough rewriting. In 1980, after 

yeaI'ls of study and review, a final draft of a revision of Title 15 of the 

Revis'ed Statutes (Nonprofi:t Corp<l'rations) WaJS completed by thrut oom­

mittee and approved by the association's bomd of directoI'ls. 

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 achieve this, 

the Nonprofit Law Revision Committee followed the fonn of the New 

J ers,ey 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 interpre,ting the parallel seetion of the other, except 

where the context clearly indicates a fundamerutal difference. When the 

Bar As'sociation Committee was transpOising provisiollJs of Title 14A 

(General Corporations) into Assembly Bill No. 366, it took a conoorva­

tive approach and did not automati0ally delete all s:ectio~s or para­

graphs which were dated or which did not appear to be directly 

applicable to nonprofits. Therefore, some of the s,ections in the bill 

may well be without obvioUJs utility. The Bar Associaibion Committee 

did not feel entirely comfortable in deleting such sections since. its 

members were unable to assess :their applicability. 

SUMMARY OF PRINCIPAL PROVISIONS 

The following s'ummary should he read only as' a basic guide to most 

of the more signifioont provis,ions of the bilL It is not intended as an 

exhaustive description of any and all proposed changes in the law. 

The New Jersey State BarAssoCiation has prepwred a lengthy runalysis 

describing', in some detail, individual sections of the bill, which irt will 

soon make available to the Legis,lature. The Bar Association niay ilso 

request that the analysis be incorpora.ted in the New Jersey Statutes 

Annotated. The Assembly Commerce and IndU:stry ·Comri,ttee believ"es 

its publication would be most helpful in understanding the legis~ati'Ve 

intent of this bill. 

1. CLARIFICATION OF PROVISIONS OF EXISTING LAW: 

1. Powers (15A: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 not 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 

thrut has existed in the indemnd.fication provisions for nonprofit corpo­

rations sinCe January 1, 1969. 

2. Sale of Assets (15A:l0-9 et seq.) 

Although the act continueSJ the prohibition regarding mergers of 

nonprofit and business corporations, nontprofit 0orporations are now 

expres'sly authorized to acquire assets· including the assets of a business 
r' 

corporation, or to sell or dis1pos,e of 'all or subs,tantially all of their 

assets both within and withJoUJt the regular course of their activities. 

3. Filing fees 

A,s county by oounty filings have been eliminated, so have county 

filing fees. 

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

Title 15A applies to all IlIonprofit ooTlpor8Jtions organized, with the 

exception of nonprofit corporations organized under Title 16, which 

has been Slaved from repeal. ReHgious oorporations organized under 

Title 16 will be pe,rmitted to adopt certain provisions of the act which 

are referred to as the "administrative provis'ions". Each Title 16 

religious oorporation will be provided an opportunity to adopt a mod­

ern legal framework in which to operate without deprurting from the 

organic law under which it was incorporated. 

5. Broad and Flexible Framework 

.The act provides 'a broad and flexible s:tatutory framework for the 

condu0t of non-profit activities. The new act allowS' for certain corpo­

rate procedures to be varied! by the certificate of inco,rporatJion or by 

the bylaws in s,everaJ. instances. 

II. NEW PROVISIONS FOR NONPROFIT CORPORATIONS: 

1. Formation (15A:2-1 et seq.) 

A. Corporate name resrtrictionsare imposed to be consistent with 

Title 14A. 
B. A certificate Of incorpolration must be filed with the Office of the 

Secretary of State. (Advam.oo fiHng with the various' county clerks is 

eliminated. ) 
C. A oopy of the Certification of Incorporation will be submitted to 

th~ Charities Registration Bureau in the Department of Law and Public 

Safety by the Secretary of State. 

2. Registered Office and Registered, Agent (15:4-1 et seq.) 

Every nonprofit corporwti:on muslt have a registered agerut and a 

registered office in the 8tate of New J er'sey. 
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. ,3.,>	 Me'etingsofMembers, Eleetionsr<:<.of ,TrHstees,: ana ,Rights :and,;, 

Liabilities of Members 15.A :5'-"1,~t! iseq.') f 

Chapter 5 deals extenshrely with meetings;-elebti<ms:and fights 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. mOTe of members entitled to vote at a 

meeting, an application oan be made to the.- Sup~rior Court to call a 

special meeting. 

B. This chapter permits routine co-rporrate action to be implemented 

by written consent wtihout calling a meeting. However, nonprofit 

corporratit}llls can eliminate this procedure if'thEq so desire in the 

certificate of incorporation or the bylaws. 

C: A "quorunl'is a majority of, thinml'nben;;·, unless' 'O'th~rwiS'e 'stated 

inlthel;certificjRite- ,of incorporatimrotl ;byh:cws: ' 

DJ'A majority of votes'cast'atca ·mee.iingnof membeT'S' is:' required: 

exceptf6r the election of trnBtees,"wrreTe' a:p}umlity'of thO'lre present:' 

is required, and except asotherW'i1.'l'e' require1!l spee-ifica11y '·in!Other soo­

tions 'of Title 15A. A grea,ter thanrmajority-vote may be' set forth in~' 

the certificate of incorpOTation Ol" by~la'WSfor,ce'rtainactions'that must 

be auth(,)ri~ed- by the ,members.' 

E. Proxies may be us,edby nonprofit :corpo-ratidns 'without ;specific; 

authorization for proxies in the bylaws.~, 

F~' Where -trustees are elected-by 'members,~;thelbylfrWS-lnay 1>I'Jovrde 

that-'snch:ele'ctionsbe coooueted by'ID'aiLi 

G1. Members ·shaILnot· be' pel'lsO'llal1Y'I~a:bJ~\for -dehts; Hmhilirtie-s· and­

obliga.tions of the corporation, except towthe.2'exumtt;·of:, amy: -unpaid' 

portion of membership dues or aSisessments or other indebtednes's of 

the member to the corpomtion, and thEm only after the creditor has 

firs1t pursued the corpoII'!3!tio'Il'S as1sets. 

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

A. No trustee's term, of office shall be for less· tha.n one (1) year 

nor mo're than six (6) ye,rurs',. and, where ..there are 'Classe.s of trustees, 

the term of office of at least one class shall expire every two (2) years., 

B. In all conflict situations inv.olving :commou. trusteeships, and 

trustees' personal interes.t, a transaction or contract must· be fair .and. 
/ 

reas~:mable to the corpol1ation regardles:s. ,of _board __ o1"~ membership .. · 

apP'l'oval. 

C. Loans may b~ authorized to officers o'r employees with a two-thirds
 

vOite of tli~entite board.
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5. Memberships (15:7-1 et seq.) 

A. The use of certificates or other written evidence of membership 

is permis,sive, but if they are used, then certain minimum requirements 

fo,r their contents are Sitatutorily required. 

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

inco'rporation or bylaws, are not tTiaIJIsferable. 

6. Beneficial Pro'visions for EmlJloyees (15A :8-1 et seq.) 

A statutory framework i,s set up to provide guidance as to the limits 

of the benefit plans whiM' can be provided to employees and the 

methods by which sruch plans are adopted. 

7. Amendments, Changes or Alterations (15A :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), unles,s' the 

certificate of inc,orporat~onotherwise expressly provides for a different 

number. 

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

Mergers and consolidations shall be approved by a two-thirds vote 

of the trus,tees 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. DissoZ'ution (15A :12-1 et seq.) Several inconsistent provisions in 

Title 15 have been replaced by statutorily established methods of 

cli,sg,olution applicable to all non-profit corporations. 

A. Specific provisions have been made for the disposition of ass,ets 

whieh are impressed with charitable trusts to assure that upon disso­

lution, the assets a,re properly devoted fOT the purposes for which they 

were intended. 

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

, corpo'ration which	 has been organized fraudulently, is' violating law, 

is conducting its activities' improperly, has misused its powers, or is 

ins'olvent. (These provis~ons were ins'erted at the request of an 

Attorney General during the Byrne Adminis,tration.) 

10. Poreign Corporations (15.A :13-1 et seq.) 

A. Nonprofit corpo,rations organized in other states must qualify 

I to traIllS'act activities in New J ers'ey. 

B. The Attorney General has the specific power to enjoin foreign 

'corporations from conducting activities in New Jersey who do not 

qualify or who are conducting activities through fraudulent meam or 

,in excess of their authority. 

. . . ~	 . . '" ~ ~. ". ?; ....., 
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11. Insolvency, Receivers and Reorganization (15.A. :l4-tet. seq.) 

The clirrentTitle 15 -contains no provls10lflis with respect to these 

mM.t~,rs•..This chapter is bas'ed upon Chapter 14 of the New Jersey. 

Business Oorporation Act except that .sections 14A :14-21 (Distribution 

of. ;A8'sets~: 'priorities) ,and section 14A:1f-;.25 (ReorganizatiOn linder 

act of Oongress" ete.), haveIiot been carried into the nonprofit act. 

The Attorney
" 

Generail. is' given standing to commence receivership 
. ,. :. 

actions: to.reflect the interests of the public under this section. 

J2; lfees of the Secretary of State, (15A :15-1 et seq.) 

The filing fee for il1iCorpOtration in the office of the Secretary of 

State will be $10.00 for domestic corporations. 

lIt' DI~TINCTIONS BETWEEN THE NONPROFIT CORPORATION ACT (Title 

. 15Aj AND'THE' BUSINEss CORPORATION ACT (Title 14A) : 

T.he t1<:mp~fit oorp~r~tion l'a-\~~ was d~afted to 'conform, to the greatest 

eJitenrt possible, with the s,iJatutory scheme set up in the New Jersey 
, ....... ", -. !. . . . . ,
 

BiI'siIiess' Corporation Act. However, inherent and fundamental differ­

ences' between bus,ineS's and nonprofit corporations were carefuLly 

considered. 

1. Title 15Aptovides 'for both non-profit co'rporations with members, 

and honprofit corporations without members.. 

2; :Nonprofit.corvoratiorrs ,are not perinitted to have capital sto'ck. 

Since they have no capital stock, there B.r'eno licensing fees for the 

iss~ance of .such stock,. 'Which Title 1M corporations are currently 

charged.. : 

3. Any corporation for which o'l'ganization is permitted under any 

other s~atute of .this State may not be organized under Title 15A uniles,s.-. .' ~'" 

such sbatutepennits organiz1ation under this, act. 
.. " j . 

1. Inste;ad ofa mone,tary peilialty fo,r failure to file the corporation's 

annual report, a provision for the revocation of the certifieate of incor­

poration or the certificate of authority of a foreign corporation has 

been included. 
• ' , J 

5. Nonprofit corpomtioos may meet bieruniially instead of annually. . . . . ". . . 

6. An,action OT special proceeding for thedislsolution of a corpoTation 

may be discontinued at any stage when it is e'sta.blished that the 

caus,e for the dissolution did not exist or no l,onger exists. There is no 

counterpart in the Busmess Oorporation Act. 

COMMITTEE AMENDMENTS 

Mos,t of the committee's amendment's were technical or of a olarify­

ing. nature. The following amendments were among those making sub­

stantive changes:' 
15A :2-1: The oommiibtee amended this section to make it clear thaJt 

a nonprofit cO'rporation organized under another statute may not be 



7 

organized under Title 15A unless that s'tatute, bTht not this, act, specifi­

mlJlly permits organiz1ation under Title 15A. At the same time, the 

committee made it UIlIIliIs,takable that agricultural cooperatives would 

not be goverrned by this act. 

15A :2-8 and 15A ;~5: Thes'e sectioIli'S were amended to incorporate 

the mtent of ASlsembly Bill No. 1776 that, upon filing a certificate of 

incoTporation, the actna1l00ation of the corporation's regis.tered office 

and agent, as well as the poSital designation, if different, be provided 

by the nonprofit corporation. In addition, every annual report filed 

undelr 15A :~5 would have to specify similar addres.s information so as 

to make the serving of pTiOOeSiS 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 corpoT'ations. Two exceptions were 

made, however. In order to encourage incorporations, the fee for filing 

an original certificate of iIlicorporation was selt at $10.00 ($50.00 under 

Title 14A) and the fee for filing an appliootion by a foreign corporation 

fOlr a certificate of authority to conduct activities in the 8tate was 

fixed at $15.00 ($175.00 fOT Title 14A corporations). Section 2 of the 

bill was amended to oontain 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 

ASSEMBL Y, 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 

corporatioils in New Jersey by establishing a new Title 15A. 

PURPOSE 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 been 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 

inadequate to properly govern nonprofit corporations in today's society. 

It was felt that there was a need to set forth in greater detail such 

aspects of the law as nonprofit 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 effectuate 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 



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 Jersey Business Corporation Act, and the 

case law interpreting 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 Oorpora­

tion Act. 

Ohapter l-General Provisions 

The new act will be known as the New Jersey Nonprofit Corporation 

Act. An underlying purpose of the aet 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 

ueidj compatiblewitb the New Jersey Business Corporatioll 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 

"corporation" means aNew Jersey nonprofit corporation. 'Vhere it has 

been necessary 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 

under 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 concerning dissolution and insolvency will be applicable 

to corporations 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 rigM-s.or privileges and will not require the corpora­

tion to do anything except in limited circumstances. The new act would 

require existing foreign corporahons to register in New Jersey if they 

conduct activities in New Jersey and will require existillg' corporations 

to register any alternate llames 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. .EachTitle 16 religious cO~'pora-

tiOll is thereby provided an opportunity to adopt a modern legal frame­

work in which to operate without departing from the organic law uuuer 

which it was incorporated. 

Chapter 2-Formation 

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 Humm\ 

Services and the various county clerks have been eliminated. The filing 

with the Office of the Secretary 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 proce.dure 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, "vill 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 aplJly 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 

corporatiou, 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 conduct 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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c'entage or it finite numher 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 ata meeting ofmembei's 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 requiremellts), 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 

requirement less than two-thirds but more than a majority. 'Where 

there are only trustees and no members, the two-thirds voting require­

ment for certain transactions may not be lessened. 

Section 15A:18 (proxy voting), prohibits the use of proxies by IlOll­

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 hy-laws lllay 

provide that such elections may be conducted by mail. 

Se~tion 15A :5-25 (liabilities of members), has no precedent in the 

New Jersey Business 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. 

Chapter6-Trustees 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. 

Section 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 

less 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

sonalinterest), requires in all conflict situations that the transaction be 

fair'ta'the corporation, regardless of board or membership approval. 

. Section I5A :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. 

Ohapter 7-Memberships. 

Sectiol'l.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-BeneficialProvisions 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 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 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 lo-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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oorporations,either domestic or foreign, with business -corporations, 

domesticO'r foreign, :is not authorized. 

Nonprofit corporations ar€ expressly authorized to acquire assets 

itrclnding fthe assets of a business corpomtion, or to sell or dispose of 

all 'ar $Ubstantially all of their assets both within and without the 

regular cour,s~ of their activities. 

Since merger and consolidation are maj-or 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. 

Ohapter 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 merp;er or similar corporate action 

may, if the transaction is fraudulent or fundamentally unfair, seek 

relief from the Superior Court to enjoin the transaction. 

Chapter l.2-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-Poreign Corporations. 

Nonprofit corporations which organize in other states have not been 

required to qualify to transact 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 

General so that the Bureau of Charities Registration will be aware that 
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the .foreign .nonprofit corporation is conducting its activities iuNew 

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 

fraudulent 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 underact 

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 an.d the County Clerk. 'rhe 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 respect to certificates 

relating to changes of registered officers and registered agents. 

COMMITTEK 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 

15.A :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 

ASSEMBL Y, No. 366 
[SENATE REPRINT] 

[OFFICIAL COpy REPRIN'I'] 

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 J esey by establishing the new Title 15A. 

The statements of the Assembly Commerce and Industry Committee 

and Senate Judiciary Committee adequately explain the provisions of 

the bill. 

Regarding fees to be paid to the Secretary of State, nonpro:flt 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 exceptions. 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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, .: , I, " I. ' .• 
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~l Despite., the; foregoing,> the;; New< Jersey· Nonprofit' 

corporation ._ Act .. is not the mirror image of the, New Jersey 

~usine~,s Corporation Aci;." BasiC'dlfference8~between' business 
.,' . . .' . . 

,~nct,nonproU t.; ~orporaUonB;\atll . .r,co9nhed",1~',rhe':.Btatute:;.ilke~ :' . i,' 

~xpress , provisiQns" for: corporations .. without, lIIeabefs ,'. 'a i CQJllIllC?n., 

featur~ ~ of . lIIany. nonprofit co.rporation~,·~;but:;one.;unknown 't~ 

business .,: entities: where ll' everY:>;0corporatlon>~:iaus\: ··:'have;',a 
I .•• • • ~.: . :" - ',:." c.· '. ~ ~ .....~ 

constituency of at least on~ Shar~holder.'''· '. ·V:· - .' ,"~' , 
... ',' :i. ':,1'. ,.".•.••; ..,. •.• .' •.~:, ..:;.. :, ..... ,... ~, .. '~ '::-'C.··i·:·::,j·~·':Y·:'··"·:>:~' ';:l\~ .. : .._ 

;- ..... ­

:::. ,Nonprofit. corporations, unlike buSiness corporations,'
~. ;.; j -.~ 

are often· endowed wit11 or .subject to'.a publlc:.trust •. :,There are 

practical ..difference, -.. between ,·buSiness .:andf nonprofi~); corpora­

. tions. ',. In the former;; the. proUt IIlOtlve induces 'shareholder 

,. interest in the corporat.ionts operation and, affairs •. ,. On the 
;­.. 
·i': .othey:. hand, in.; .,melllbership;nonprofl t ..corporations, aembers. 'are 

~ • .'1 ~ ", : :" •. . . '..j : ._ 

: ~ i~ . 

r :often conten~.to:·let the institution·;run.}!'by·,itselfl! 'or'by' the "r< 
\... . .. ,' ' . 

q., efforts of a few ,·workeis.~. The identity ofsollle"of' all of ;the .ll·F :. 

I, 

,iI, lIIelllbers. at any·one;tillle may"often be. unknown. j·Records lIIaynot 
~! 

be kept~, 'l'here.. lllay b, ,J)() llJtlng;of lIIemberB.·altone would find. .. 

j 
f 
I 
f. 

I 
,'" t
 

I 
~. 

of shareholders in the stock booker a stock transfer book of a,·! ., .,.', . ..,'I.
i: 

' 

business 'corporation•. Th~se differences"'and'other incidents of 
;i. 

'. ,",.~. . ~ '.' ~ 

H considered and are dealt with innonprofit corporations were 
-!;ill the' Act.··.~.··:·",.:'>,··".' ,'.;.c.:.: i"~' ,;;:(··4,~.:\ ..·J:,,~~;\j·: .... :.. ;~:...;:"Ii J I'~'.;;.',-':;'! ..l" ,'.'.11;:;J ,:.". ·:;1..:f~ !\,:' ,L::;';~~.;.j.~'l f,iI,', !'-:-/"'; ,:", '~";'?, 

fl, It 

p
1: , 

,'I' ~ ',.: 'l'he A~t: is designecl to~"p~~~id'~ '~';' br~ad' 'and "flexible 
HI 
tl
 

,11 ~
 
t·., 

~ 

!' statutory framework. Many of its provisions; are, consequently,
 .. 
guidelines which lIIay be varied by the certificate of incorpora­

\ ~ I •••.•I.' 
I'

\: tion or the by-laws.j\ \ '; ,': . 
,t

,1: 
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REPORT OF THE NONPROFIT LAW REVISION COl\IMITl'£E 

Sources and References . ',,: 

The sources of the various sections of the Act are 

Shown at the end of each section.·' The lIIain sources, cif course,_~r: 

a~e'; ex.iBt~~g TJtl!t..,~50f·the .Revhed Statutes, the New Jersey 

J 

BU8~~es.,.Corpor,tlon Act,' and the case law 

statutes. ".Bovever,the CODlllittee . reviewed 

interpretingth~se 

and borrowed fro. 

the Mode~ Nonprofit Corporation Act, (Revised 1964 ).,. prepared by 

the Co~itte, on Corporate Laws (Section of corporation, Bank­

ing' and BusinesBLaw) of the American Bar Association, the New 

/.:.. ". 

.. 
Principal Changes Provided by the New . Jersey Non­''', 

profit Corporation Act. 1 

YC?rk ~o.nproUt Corporation Law,. and the Pennsylvania Nonprofit 

Corporation. Act. In addition, ,·statl1tes of, other states .. and 

writings on nonprofit corporations were consulted • 
....' "~Ii. . ' " ,'. -. "/ .1. 

Chap~~r;'l-:';" G~nerai pr~visions.'~'" 
.;: ~ 

"I'· 

. ' 
\. 

. 

in Section 15A.l-l ia to provide general corporate form for the 

;. '.1.;.. i" ' The. new Act, wi.ll be known :as. the New Jersey Nonprofit 

Corporation Act. An underlying purpos, of the Act as set forth 

conduct of nonprofit activities and to make the law governing 

nonprofit·; c9rporations .as nearly compatible with. the New Jersey 

Business. Corporation Act 8S lIIay be practicable.· I 

." .f ~ : I ~ "~ .. .' ~ l' ': :. ,: I U _ '. '.' Ii ~ .~ .', :~. 
," ,.' 'Definitions 'of variou's terms applicable to 

.. \}- .; '. ,.:' 1'.1. "... ', 

statute ;a're set forth in Section 15A.1-2. The 
. '" I; ;.:, ~.' .... ;'. I,. : 1 "j • I • • " 

throughout the statute to a "corporation· means a 

,."1,." 

• ~.f ~ . 
the entire' 

reference 
' • 

New Jersey 

nonprofit corporation. Where it has boen necessary to refer to 

business corporations, the term~ ·corporate busIness entity· is 
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utilized. The terms "member· and • truat~e·, ar'.:'def in.a: hi' th~
 
. eliminated. '.' 'l'hefiling 'witb the Office of the Secret'arl' of
 

Act. .'"
 
0:'::: -:..: • ':', " :.: ; " ~ - ! ; ..; ~I(i ::.:;; ~·~f(: ..~ :;:). t·'t.:·
 State will require' each corporation to submit an original and af
 

'.":-;' ',::{,Thenew Act, will, be·app1.1cable' to: all\.'~orpOrations . cOPY::'~f, th~c,~r:~.lficate 9f,incorporat~on.~ .~he cop)'. of the. f)
~ .'0 •.:.' .... .'. ' ...... '...... ..•. . . . ' " . . '\~ . 

.' . . • . " . - .., '.' . ~. : . :':.' . ~ " .. :. • ,-':":,". .: " ." I' 
,,:-,:.

~bicb organize under the Act ;aftei:'its' effective' date," to' cor- certificate of Incorporat~o~ "ill be submitted to the C~arities 
•• • .~. ~ _ .: " J '-. #. .; ."'.~ ":. . *'. • '. _ 

~rati~ns'Wbi'ch I·;eincor~rat. '\lnaer- ~b~'~C~~1.b;'::fo'~elgii"'c:bf~ R~9istratio"Bureali 1n . the Departlllent' , of.. , La" and; ~ubUc
]l ...... '_'4::'.\ .. ~'!~'.'.".' r~.· •. ~,)~·, _.. l~ .: ..... . 'I • 

-_" . _~. - ..~. ·'t :·t'·- .. ;':~ ",'. ·.·~,~t:-- "'~~~~',. , .... 
rations· to, t;he:; extent, provided; 'under'Htbe 'Act:'i""(~and to'; ever1 

...:' 
Safety.;t; Accordingly, the' statut. requires. tbat a,; ~oPY: ot: .,a~b 

. . ' :.!. . .~;.. ".' . 

otber nonprof it, corporationwbicb ,wa'-"previoualr ~orcjanlzed and Ull~g in tb~' Office of .tb~s~'~r:etary 'Of State is to be 
> :--,:\'wbich could be' orga~ized ~nder': tlutnew Act~:>ln additioni the':, furnished.', by:: tbe .·secretar;·i pfS'tate· to' ~th~ 'At torney General. ..- , ~.' 

provisions ': concerning,' dissolution' : ana",;insolvency~: "ill " be " .• Pursuanl::to'tbe "i~foriaal'pr~ed'ure noW foil~wed~ tbe Deparbnent 
. . . I ...., - ... . . ' ..f!' ~ - .... '. -0 

applicable to: ·corporations. organhed',under' ,,,tU.'·16' (religiousc of Rwaari ser.vlces'forwards· a copy of' eacb' fiilng to the Bureau 

corporations):except 'as may·otbei:wls.r be'.pi'ovld,et ;'by;llaw~}f'j~j";' . oOf ':cliaiitl'~·.'·ieg(.tra~lon"'~~<:" ~!;;.':;:~ _ ,."':.1, t·,:: ': .... ;' ;..!,";. ..::' 

;; ;~,~.;. ~~:,:;"I.:.f.~: ... ,~. 'r';c )-tr," :" ~.~ _,:4~ ~''::.:_); ;-:!·'.:J~r .. ·;i~l··~.~i;~. 'i . ... (',:.~~-.; l "<; .. ~-~-'-~'::'{.: r~~; ... ;.)it~~ ~;';j; '"". _.: \, 
Religious corporations organized under Title 16 will Names of nonp~ofit.corporations. w1l1be permitted',' .'" . :'t :~" ~ ; ..... ! • ..... . .' '. .' .' • • . A .'• 

'. .', . . '\.. .'...''.. .
be' 'permitted to'. adopt certain 'proviBlonsof tbe·.'·Act wbich are only where they are not the same as or confusingly, similar to 

referr~a to as the:· .adiilnfstr.ti~e ':-p~o;b~oii''''!,;Of~',the}Act•. businesa corporations. Presently, nonprofit corporations ana 
"'1 ,; i 

Bach 'fitle ~6 religious corporation is 'tberebyprovided 'an ·b~alfteais"" corpOraUon.'''.~yl bav.' identical j)~'. ailliiar names. 
, ". . '. -"~.L '.~~ ~ :- ... ::~~ ...:~~."' ".. ',: '''';'./. 

• - - • -ii'opportuni ty to adopt a modern legal framework in whicb to Names of nonprofit corporat~ona (except religious corPOrations) 

opera~e"witbout depar~ing-.fr~m,;·the:organic ;'la"'und~r:~~hicb'''lt " ' '. . will be required to lnclude a word or phrase. indicating that
.~';-).~. ' • ...:..•:.:.,~.:...:.... :._ ::.,.:..._".,.•.-.,"';'._,,1.. 

". '" ~ I '. tbe e~tity ~s a corporation. ., . 
' ~., ' ..·'f'!;,.:.' .;!~, i1c)' :')';";;;,f':~~.. ,"i ~'l;,r."lil'~:I.~::·.~;; . "i,.:/;.:,~ ;,,1,'· ...• !.:~~:.:~~~t::I:~:'ii~r;::~.·:.:~\(;:~i~~~~:"\r:~t~Ff:.;~!·::·;~~~1iflf;: 

4 

;.':".': H', Nonprofltcorporations whicb use an abbrevlat~on of 
';':': t:..~.,4~~;... . .t~: .... .,,'~., " . 

tbeir name or an acronym to identify themselves or. otherwise.! :'.. '.' . . 
i , ': J: '.' 'i' ,. The .procedur~ for: forming' nonprof'lt:: corPorations wni 

~ ;'" ;' .....' '. . -" .: " '.. Use a name which' i8 riot their precise corporate nallle,' will be
' :l' .,! .t •. I: . I ,.,..;.; ; _ ": • '" .' . , .~.chan'ged by the Act.,! A certUicateof,<incoiporation:lllust'·be:<;'·;:;',,:': .
 

.' .' ",:< :;, ,.i:':::.; It required ~o regtater t~eir alternate name "ith ,the Secretary.of
. . '.; '. -.... ,.,:',;. • ~,! i·. • ~-' : : ..!; , ' _ I',' filed in the Office of the Secretary ·of State. Advance filing . .. 'J; J<.' 
't' '. ~ " , .. :. :'~_;;'r •.1. ~ .• ,,',lj ~ , J.,' .... 1.: 1;,.' I " . ,~ ..: •.~ .•*~l:';"'.':_·4,j State•.; ,. , " .. _" •.!, 

, '':._. 
t ..... " ~ :.. • :.. ~ ~.: ~.' d· _.. ,; ..1 't.". t .... I~; !.: ,: .. ! .1. _ .with the Division of Institutions.and Ag!!ncies (now,tbe Dep'ar~-':' . • 

• \ I' ~'" : ... " ~ ~ ,..,.:. ,l." ",' ~: f.; :. ~ II,,~, J .) \' ,. :. .' '. .: u •• 

,', ."; ..;.', \,'1 .1. .:ment of Human Services) and the various county clerks bave been,· 
~. ~.'" f :~ ,. :.'::,' .. ' IiI,; .~ ,'.. ,~; =.. ..J .,~j j;., • iJ .; ".' ,.' 
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Chapter 3 - Powers. < ':;''(1';:3 ,I~, /;:'.' ',}fr!"i ;J"( ~',;i;' ~ l:'(;,'fj ~;,; .,Ii' ',; 

_ . • '. '. " _ .,~f" .!~.,' : : ~' \' ; ~ ~: .. ~ :"".'!4 . ',,:"J • 

".:' ;.; ''''';j The" powers ":provided . for'" nonprofit' corporations 

g~nerally include .the Powers pre~iOUSlj-'a"ai~abl.;t~·n~nproflt 
.' -' ..,' .' " . ,. : . .- ;. , ..::. -- , ~ '.' " .•. .' : . , 

corporations .. '. The' Act: specifies "some' powerswhicb were always 
• • . ~ • ",- .' "_"';'. f ." ,~.. _ 

tbought .'. to apply'~ to: ;'nonprofit~ corporations' but' were"' 'not' 

.~~'.fl~~ P~7~~81Y·1.~j~l: :.i5:?\~ ::;'';1 :~~:';~:\';::~Q .... ,: '.: ..:: 
The power (to provide reasonable, indemnificatiori ' to 

.~:'--:~~~,:,<'. '.' '.:' .. .'~' . :: ~~l. , ••~:'.... -:. 

officers,.: and trust,~~: ha~ .~ee~o' s~,ci~le~+~~.~:;,~~~.;;~~w .. A~t, 

Provisions similar. to the ones lncluded, ,were ~,in"dvettently... 
1 .. • •• ' • ': ,', •.;.• ~. • • ~. ' •• ' •.~, • '. J. .••• .', 

eliminated in 1969 upon adoption of ,tb•.< Hew .J~rs.y, BQsines, 
. '" - , ". '-:' ',~ .:. 

Corporation Act. The inclusion of the indemnification 
" . , ", . :' . ," .' ~-

provisions here closes the gap which has'edsted since January 
· ,. ,~~" :; L .. -- ':;: "'~;.'." ).1.' t::",

/. • '1' ' ' I~ "l:1, 1969 ~ 
"
 

~:.! ·;~.'lr·"~·"·i·it..",; '~"~ ' ... ' ~i
 

." 

The rights of members ,to b~~~g an.ac~i9n,.~gainst~he 

corporation is clarified. '., .. .'. ~ l' ; '"H''' ,:',i i-'- _: ~.... f,' ~f 
'.- j.~;'. "':, ..• '-'? ': :.i; . '. 

• I; t' ••• ,. " •••,.~; ; ••.•')"';' .•••~ ; ~ !~: 

Chapter 4 - Registered Office 'and Registered' Agent." '. - ',<'C, '"• 

~.. : ~>.~ \, ~ :.; :,,':~- ~ . ~ • • ;:. ..~, ••; I •• 

The provisions concerning' registered offices and
 

registered Agents substantially follow the requirements for
 

business corporations.' The' f~ilure to fhe an annual' report
 
· . .'. ." '.., : .... . .~. 

will, after 'notice· from the Secretary of State, permit the . 
, .... . 

.
,," " 

Secreta·ry.of State to revoke the 'charter'of a nonprofit' corpo­

ration, thus relieving the file load of the Secretary of State 

from accuJllulation of old defunct nonprofit entities. 

I 
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REPORT OF THE NONPROFIT LAW REVISION CO.MMI'M'EE 

; :>;;,:..·~,;.I~ Th~' :addresses 'oli trustees as set' forth' In the' annual 

report :wl11 :be: home"'addresse's :Of 'another' address ·whEtr.' -the 

person' regin~rlY r~ceiVe8 mail.' This provision'was includeda't ,1-" 
. ' .~~' 

the request .ofthe Secretary ~f State who believes that'use o~F;; : 

-l>uBiness addresses- lIlakes it extremely difficult. ~o COlIIJlluni­
:-· ... ,l.t ... ~.:~.: .•. :., :..•. "!~ •• ;.J .~.: ,.~, : ....~.._. .­

cato .,itl\ nonprofit. corporations.. ...., " ,. 
~.'. "iJ-~····j·:~"",;· .', ., .. , .... - -', ... l~_.; ..; •• "'.'.. ~,.; ~;,i·· .,.. 'c.. d:',~ .. :l;,:~,·':l· 

Cbapter"S' - Meeting'sof MemberS', .Election of Trustees" and !~.;,: 

,;, ~::) •. Rights and LiabiU'ties 'of Members 'in Certain :Ca.ses~ '~'Ll .\ (; i =--" ....,.-:;:~ . •.\ -:: ).,~. ;:. I: ,3 ;;" '; ~"';.: .. , .. : ~" t' ... : ·:;t! .:,'~ -~l 

.' Because Title 15 18 al.ostentlrely devoid of 

provi.io~s 'with re~pect' to rights ~nd liabilities of memb"'r'~, 
. , 

Chapter S'ot,the Act'provides extensive details 'in this area. 
0., j .; j' ~:'" .: .": ~ .! ...: :.: '. . -~.. o' '. t: ~ ., ~ .'.1 .~" I .(. 'I ' .~. . .." ~ '. ~ •• ' > '-~ 

Section lSA:S-2 (annual or bi-annual meetings of
~;..: .";.. ~ f 'f. " . ., 
members) reqUires that nonprofit corporations which have 

'.. r.t . . . .';. . 

members who elect trustees, must conduct a aeeting of members 
.' .' . ~ i .. 

at least once every two years. 
t • ~~...,.... :,;.. - :";. 

Section lSA:S-J (special meeting of members), 
•• ~ '.. j " ~ ~} . ~ 0 ,,' • :. -~t II ,:. .• :' • .• .... .. ~ , ' 

provides that special meetings may be· called not only by the 
" , '.. . ·of··,.,· 

president or the board or other officers, trustees or members' 
. " ' 

as provided in the by-laws, but also upon application to the 
• I . " 

Superior Court by 'not less than 10\ of all members entitled to 

vote at a meeting. 
',' ! , -<:. ~'i i.. : I . • ~ , J : ~ , 

Section' 151\: 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 

XXHl 
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, ..... ~ection.J,5Aa5-l8~" (pr9xy votin9), perllli~s use of 
:.. --: .,: ':, -:;''' .' ;, .. ' .• t I.' .: '. ........ • •• . '. •
con~e1)t .. of,! the.,_,melllbers, J)ut"llak~8 ; clear;,; that:, nonprofit f. proxies 'by noripr9fi~ corporations without specific authoriza­

.. ' :.. .. ,;. .: .... , ',' .'. . . .c~rporat;ions.. can eliminate this. flexible appro~ch ;if they:.. ~o I 
tion for p~oxles being set forth in the by,?laws. ;<'. '. • ... 
~ '. ~ : . .. . "; :"'.~ . .' ~.: .. .;.. .,..... '. . _...; ~ ::. " ~ - ' ;" .desi~_ ~YP~ovisions. in:. the, certi,lcate.pf :inc~rpora~~o~o~,"by:­

.. :.l.:i~. :1',0 If:~' ,••~tfoq°:i 15Aa5~:lQ:';:(election":of :tr·u~t~e.',. 'c~ulatl~~ .:;7~~~'::::';';"'. 'i.>;::/'~::!~' ,::·,·'-~~(~,::~~:::~!~;:t:t~~~}~t .' t
'I. votin9') r~ prO~lde. 1"1:b'ltt ,wberr~' tru."tees are .to . ~~ relected " 61. 

f',''': ,,1t ,: Section _I 15Aa5-' :' .. (quorWl:'" 9f" aellbera) ,;:--.: wbUe
 
. < " ~ .~ "d ·.... ·t~~· '~f , ll:.;, .:~Ij·:-:Ji1 "i(l.l rJ' ."; .. )
 .ellbe~s.,tbe. by-lav•. may ,provide that. such elections may' be 

. , ~.. .. .. .'establishing. as the 'statutory nona 
+. 

fo?aquorua ~ ••jority of . ;.
'-'.' '~'.~' 

conc1ucte .a hu mail. ,'. '. ,,' ,:... >, '. :J', .~ .. ' ':""~ ·;t;,~~,;). ::, .\t.')f:I~~")::;' j::_" •••".7 .... '~. :..;_::;:::. 1~. ~:~...1t:'t:;:::
"'_4.;.'" .:....... ._ ... -. ..
 

'~""".'.-." ~.-.' ,~-:'.' : -····I~ '-:":.~:~'-"\:'~".~'~~"('::~,"~""";."".'J':'.' '-.'~t:;~~"~~~.7~:··~·-··_·
 
laws prov~sion.. (or· a.sllal1,r.:perce~tag.;9~':" U1)it,,; nuabef"of.";' '.­

.. the mEll!ber!l, .. permits in. tht!J~!tr.t~Up~~•.'C), ~i1)~~rP9~'at·l.9n;-.9.~~!i~~ '. ­

.. '0' .:'·:F:-:,7.~-i:.:I;:,;~.je~~i~rtr'15A~5:"25Vjfl'l'~biiltle~"~~f: .~.~er.) :'''hii~';; n~ 
". ..~,.'.:' :, .•• t,' . _.,.~ _.' ''''';' ~ ...~ ;;0:•••• -•••• ·~~,~:·~·:·;..7:>·~---·:.' ..:·1.~ .. ~.. ;.:,~\..... -.. __:':." ..: "'. . ,..\'~~~.::.~'~.:~
 

members . as' sufficient for general' ..eetingi':. o~'~:::8pecial.. ·~·~:-::.:
 .'. ~;':pr~cede~t't(l.r ,;the! N'ev 'Jeraeyt ;BUs i'n~8B~" corPotatIon:.' A6t ~j:: arid" 'i:a ' 
_." -",.~ ~ :;\.~ .. ~;. ~ ~. ~ ~"·',·",, .. ·_l" t,,' .•·r~.:"t~.,.:,-'.-•. ' .......l~.,.: ...:' .'~ '., • ~ ".:"
 

intended to !lake':clear -that· 'me..ber'; ahalr"not·· be PerBona'lly 
•. ' ~ .~ :~. _of' : ... :" "::':; .. .;:.•••• '... :,.- :.". ";""~'.. ". ~', :~ ••••.~::.' .,:.,: 

liable. for' tbe' d,b~8'- ~.UabUlties ; and ,.4)bligatlcms of· the 
.·.·.·:~\:~,~~~:~~";t/;lt;;~¥~~j,~~~~~~,,:~~i~i~?~~~i#i~,ifJi\ 

- ,,~.."~:l ~ ·;,~.~,.,~~~-I"';.· ...:r.~.~ ~~.::~_:r!)-\~~~; ,;:':~., ':~.,"~'~~,".4~, _.':-,>,: ..,~"":,, . '. - ~ .. ', .._(:~;:;:, f, -;.-:,-; ~." b -i. .SectiQ~i15~s5,,!1,~.L,(vo.tei "Jr.t!CNla.:'~ lit) .poD~~~.n,,1."~Cif.en.~~1.; ...~:;.~ :~: 
,;..: ..'. corporatlon,exceptto. tbe, extent <of, -allY unpaid portion.' of 

statutory norm that a aajority. ot the' votes· casta.~ .;a.·meeting::=-'!:'\' ( ...:..~;;. :.. ·~ .. ,·;\.:.i .. J: j.~.~\;!.~ \-~?t;:::"_.:-.··: .,,:~. :.'.~.; ;.~~ 1 _ :':'•. '" ' ."'.'~ •,j" •••• •• 

.'. :.:" .:' '":'.:'1 ·..·:·f; ·'1 i"> •.~: ... ;., .:,,:.?:.~! .' :.l·:i.·~· . . !II~.b~r~hip· .du~~ .~r., a lJ.se.l!:s,:,entf$, l.orothe~ ~~ebte~neas ....of the
of members is required, except for the election. of .trustees 

'.< .:, ..'• . . .'. . .',:r ::.: ':'!"~ ..!.'.". ~e.ber to the eorporation~ and then only ~fter th.e creditor. has·
(where a plurality i8 required), and except as required 

. ,. 
fi~6t pursued the corporation'S assets.

speciflcallyin other sections of the act.· Some' otber sections 
~ ~. \' ~ :.-.. '" ~' :~ :-' ~ '.' .' :...r ~. I ; 

,~. ~' :; ~ 

of the act require a two-thirds vote of .em~rs: Chapter 6 - Trustees and Officers. .. ~ ,:- ,.~ ~ : ::. ;' ...~ .: ..: 

_.: .,,,<.':""'''-. •. .L. ~ ,'_- . ~ . _: ',~ :;: '. :~::;- .- ':"' .. -a..~~j", 
.,' .. ' " ..• ' '..)..",.. '. · .. r.to' -..;; :. ; ...,,: . '. ,. I • r ..... , .. ~~ . . .•-; I~ .•• .~ .,.' ,. ,,,,,." Section' i5Aa'S-12 '(greater-or' lesser' '~oting require-. ...... ­ -'.';";f\~'\ ',' Because '1'1 tl.-I·U "is almost o ·devofd. ot~ provisions' with' 

_... ;~. ;.':'\~~;: ...•-: ..;!.'_ .......~,\i ':#.;.~ :.~,;·t··:·~.,':· :!.~:):J.:~:.: -r!}r,t ~~.:;~~i't-l;.,~:~· ~.- ..~
 
... ~ . ".~ '. ~' •• ,:~.: _ •• ~ ... ,... : ' ... "l' f~.. " ~ '". • '-1.- . : ,

ments)'- permits a bigherthan lIlajoritY·.vote. (,~ulre.4tn~ to· be -:. ';" 'rupect to' the •'authority- and' obligations ot trustees and offl ­
:t••••. ; ,~.····I.- .. • c.,;,,·-<~(..... ~ ... ;, 1:~ ;.... ,1. 1_.-. ~.t:-; ~.~. :'·~'i·!·~··.~····· 

• ~.. :. '. l ' ." r. .' I •• ~i . .' . " '- . .' .' ~ . . . i • •. .: .: ~ ... 
set forth in the certificate of. incorporation or,< by-lavs.: cere, Chapt4!t' 60t- the' Act . provides 'extenaive details in this' 
:; ...... ' .. , ' .. .' ....J . ":i:j ' •• , "- iii i"~,;..:l .....•.': . .:' ·.r~a·~·: !'. -:.~ ;::SO··.i <'f .;-;,,: ~;:j.'J'~~> ':·;·i·~ ."; .., .'Further~ore,' it permits the use of ~ a voting requirellent ~ less 

I' :... i . . ~ ".! t' ;; , : ; ...l.· ~',~ .. ': . ·f'" ":'1' ~. I • f . ~. j ..Ii -' '. i'j' !If ~~i' ;',l "(~;~.~ .~:Li:~:~:;>·l~:'·~~"':"····! ~ ',~" ... :..~.:;~- '-.-: t· '. .;.-:-c,., .:. ..:than two-thirds but more than a majority •. Where tbere.,ate only 
.. \." 

. . '. ,. ,._.. ..';._ i ." : . ':f ·,":.i .:~ -:- .. 
.' 

.. """-; -.:': '0 j Section15A.6-2(number of tr\Js.te!!s) ",. c~nsl~tent!.with
'trustees and no members, the two-.-thirds voting ~equlrellent for 

,". ' ... ' the current, law~ requires., that : .there . be, at; least . three 
certain .t~ans~ction8 may no~: be ),esse1'\e" •..i:·,,~.,,::~~.,·~;:,~; ~': " , , ~ ,;' .' .< ":.' :1"'.1 

trustees~ ... ' ..... ;
 

'w ." ...,.: ­
- . ).: .; p(.,:;'~.t;.~" } ~:: I··j~_t,,--; . r:, ,; L:} ,.-!': : 

_ _ i 

~i •~ ~•..• ~_~ :; \ ," ." ',-:',1'\ I.:;J rl .;,''1 i :~. '[; ::':, . t J I rj ".l'.:'J:i.:":"' . \ ,.~ " il~· .~"""~'~: ;')' ,..';./ ..: .. "J : i· o! J ." .. :. 
~ (' . : I' ~: :' --"~: i,'I·'! I • ­
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. ..' ". _. .!.:)1·· '. ;'~ 
, . Section lSA16-4 (classification of trusteesJ restric­

_ •. " ••••' _ • . 1." - , 

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

tera'of office shail be for less" th;i~ 'one; year'~j~nor JmOi'~ '~hari' 
<i 

. . 
si~ . years, and. ~~er.e~.her., a;e .. clalil'e.•.qf , tru~tee",· that the 

. \ :-to ". I;.' • • 0: ;. '.' ••• ' • • ~ ; ,--.... .. -... " I .. ~ ~ ... 1-. .".....-' ,. 

term of office of at least, one class shall expire. every two. .' .. :.;.., . . ~ ;~ . '.' ; . -... " . .. \ . -.' 

: . years. ; -,­ . :.,:. i.··.'-. ! :",.,. : ';", ·~.·i 
.',...-,<1.:- i._:. ,~"', " "; :~ ': ..;.. ":";' .. !.;~.. '.!f,. 

.~ ..... I. ; ,. : ~ --- t " !. .' : 

t,;'. Section lSAI6-8. (effect' of:"COJRIllon:triist~e~blp~'a~d 
trustees' personal ,interest) ,requires" in'. all.QOn~lict si tua-; . 

• ' . ' • - ,..., ••,... • '. ' •• , , :. '0" • • ( 

',: tions that the transaction be f.ir .to the c~rporation, .regard­
• ~. ~"o.. ....J~ .. .... 1.:..·. .... .' . ". . 

00less 'of boar~ or !"e~~er.!Shlp.,~pp~oval.:l;;;,~J~ "" ...;,_' ; ::""H'"'~:''' 
,~. • .' • _, , • • 4' _ • • • • .. • •• ­

. . . '.,.. . .' T.r;:'~· ::-':' '. -"":10 - .at~·; . ·,·t oJ ~; ~ i 

~.:~ -!: Section'lSAI6-11 (loans'''~o officers 'or eaploy«tes),: 

permits 'loa~s to officer's or' employees ;:(but not to 'trustees) 

but the transaction may be authorized' only' "witb a two~tblrds 
i ..,~: ) • 

•~l l .' 
vote 'of the entire board.'" 

" ':.:.; :·...;.·l'·;":!.)-;:;~•• ;~_1 !:<\.;:l .... ,.·...~ };;:.; .~~;, f '•. 

.'
;i 'Section lSAI6-lS (officers), provides that a non­

profit corporation may provide alte'rn~ti;~''titltll!i'tO' those bt 
president, secretary, treasurer, .chairman of tbe board, execu­

. .. ~ :. . - '..-..' .' .: . .. .'·1 
.! the director, or vice president,provi~ing,that:tllecertifi~: 

• . • ~ J • ' ; f ~ ", _. '" • I. '. •. " . • - • 

cate of incorporation.or by:-laws specify. which of the alt.erna.­

tive titles corresponds to the president, secretary and 

treasurer,' and' the alternative' titles are not used in fillingI·:' 
; J' 

• j •••• .... .;., :... :,', . ::", ..'out,the annual' report~··' : 
I..

, ~ .. :~ i :~i.·)'~ .. :~·:i ;1j.~ ,~ .~ .~ ":'. r ,. ~ ~') ~ ",IY 1""
 
, I

,I '" 

.......~ ~ • 0"
I·i· Chapter 7 - Memberships. r. 

r:
 
1 (certificates or other written
i ' Section 15.7-1 

. 
~ 

evidence of membership) , makes permissive the use <)f 
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: -.. '. . ..' .' . ~ . 

certificates or ~ther written evidence of membership,. but if 

any. are' used, then certain minimum requirements for:the 

contents are set forth. 
. .:.: ~~. :. .,:.~. >~~.:~. :~_~.;-~.r: -7:' ;~; ~';: •;;~t t:..~ r~~":; ~ -0' .I~' ~ ~.~~:; :.~:: ~J J .-;.. :l ~.~...: . _..•?~ .~...:. ," r ~.~ :':'1": :~ : ~J:"J 

.::: .:..Sectl9n, ,lSAI7-2. (rest~ictions -;. on, transfer, ,of
"'.." ~~., .. ~ .. ~ ... ~. ;-~... ..' 

membership), provides that unless otherwise provided for in the 

certificate of incorporation or by-laws, memberships are not 

,'transferable.";:, ''C''; ;"';':': . " . 

"'. '-:,:, !,~.~:. ,; ....::--:-:~.,.:~.-.:; ....... ~- ....
 

Chapter 8 - Beneficial Provisions for Employees • 

"" .. ' This chapter specifies the methOds by which employee 

.benefl t pla'Iis can -!?e .. adopted,. 'j AlthQugh it has generally been 
'. '.. '.'.' . ~ -' '. - .. .. ~. 

held that nonprofit corporations may provide employee benefits 

'in addition t~ a basic salary; there 'was no existing statutory 

framework in which to provide gUIdance'as to thelimit9 of the 

. beneUtplans which can be provided to employees or the method 

of adoption()f such plans'< ..:.. : ' :, ::.. 

Chapter 9 - Amendments, Changes or Alterations. 
,;

.1:"':.£ .:',( :4:'~ :'.. 1 '.'.:' ; ...:", ; >.' ~:.,;.,,:.:: 

.0: 
1
;.,c·:· ... The. powers ,provided l to nonprofit corporations,' to 

amend. their certificates of incorporation are broad to allow .. '. . . 

~ember8 or trustees to amend the certificate, within limits, to 

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

~f:· 
less, unless. the gertificate otherwise expressly provideefor a 

- less~r (or gre,ter) number, a major act such·as.the amendment 
, ." ',. " .' '.':..' 

of the ctrtif~cate may be accomplished only by. IS two-thirds . , .'. .., .'" . . 

vote of the trustees (in a corporation :~ithout member~), or by 
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.' .:. ." , ";,'>.:'., ; 'j,": '.'.:.,. ~ .. ,~", 'j' "." a two-thirds ~vote of'tb"tf":'trustees"ana ot!:'·the:11lembeu";'(lrC'jl 

-' 
"'"'; .~~: .~ .. t::~:'''l/.:-:'':....:., ~~"-?'

corporation wi th11le11lbersr."! . i . '!" ~ ~ '.';.: 

. H· .' " '.' !i., •. ,. '.," ",' "';~;"'i':~'.';:'~(! ':.~~: ··>!N;:~ t-' }';j':1:';::':>:::.J 
,::d:E '~;'".i,~:~'r:, . Th~. p~ov1sion for ,Qlasa;:~~~ing on ~ '~!,,!naaents; carr iea . ' .. 

~ 

' 
.• ,'_ _ . ", ,", i-.-" . -: ...., ',' --'-. ,~').,~",~", ~ -: ~ 't. .. ~ .. _._.. ,,~ ,'", -.. '," 

'through:' the "concept 'of ~ ela's8~1'-e.bershipli4'·i'n: n8h~ioflt corpOl a-~.;'~t," 
" • . ' .', " ..- ,'r ';" •..:"""'" ": :.':.' ~;","<' •. ';.'~ _ .. ,1j\l~r tionll. ';" .,•. ~.: ..,,> ~ ",): L;" : ~P'" ~H.', ,liL,i ~ILL~f.>~lv;~"'-1 •.1-:. t. ~i!l ~:>~tr~~. 

1"1;:: ! 
" ':,;c,; .:,.:: ,~d, • ,,'J,;' '·.;d;';' tinH;:;'i~'~J7;;Ofi! ::l'~" >n:,;1 i 'j <ni.>~ 

;J ': . it':::; 
1'~; The. modern concept of' pro;'~aing .. f()r ~" ~e8ta~,,~ . 

• , '.' c' ~','" ~ ~ ~ : '!- , ,",:.'1;;. ~;; \ 1 

certificate of incorporation for those corporations which have 
~ .: ': 

, ,." • ", . ;" 'l"~ .~. ~,'~ ... ' •• - ~ •• :.~
 
~. ~l ~ ~. i;
 had several amendments. 'is' carried .ov,r . froatbe New: Jersey;; .!; ' ­

Business Corporation Act.· .. '. .' . ::" , .'. '. ' 
~ . ":-< ~~;~:~,.;:.t:;)!!.:t.~.;",!~.: ... t'j?~~~:!.f? r;!~ll>:. 

,:- Chapter' 10 ;.;.. Merge~': :C6nsol'ld'a'Hon'r~nd~;s'aie ·of~~si!;t;sr. j ~ j ~'1;l,~ .. 
:.' r. 

" , . ',j :., ,. : ,,';d""-' ',·:'·',c .l.' 1,;·!;-!·;;;.:.;J:>:,;i;~;j:i·:,: L ,
10 ~losely, follow" Cbapter ~O pf, the. Hew;. ,i. Chapter .. . ." .' . " 

":·.1
i\l! i Jersey Business. Corporation Act both as to effecting ,a' merger

," ~ . .., ..' ~ . '. . . .'~L ~I 
or consolidation' and its· consequences. . There. af~ (d1fferen~ 

':: . _ . . .. ~, 1 .. ' '.' t-': . . '..;. > ,.' ~",~" • , ~ • " ....... ; .) • ~." •
 
.i,,:'f',;:\.H'ii' provisions for corporations with membera and . • ..those.'J,witbout• . 

"\: :j'l1 me11lbers. 
..,.. ~~. '~';:·i:':.L''''! fL,: "~,_i .;;:-;.: ':.;);~ ~ :;:.J):t: ~:~!':~'~!:: .'-~ ;~3 :~'f~:' (;' ';~; .i, i,1'11 

.' .~: f"'I. , .~. - .. The Comnittee dealt with the policy question of which~l 'll~ >IJ'I:i 
I 

1\1"'.,1
'; f • 'II corporate bodies should ' be 'per.lttea ·to aerge bY"authorizin9 . 

~:i ~ l ..~.. ; ;
 
! .:
 'mergers between domestic' nonprofit "cOrPorations: and"'do~estic 

and foreign 'nonprofit: corPorations.;" Tbe merger"of'nonpr'oH't
: ;;~ ,;; 
I il,l i' 
, rt :,,!, corporations~·'either-'. domestic"'or t:"foreig~;;' w'ith'bu8iness. 
, nl o

:! ;1 i1 - .'": r, 
' 

i 'corPorations (:domestic or' foreign, lSi. not ~ authorized';" As not.ea 
~ti .. i 

. :~; ~ 'q in ..,the'Collll\lit.tee' scomments tbere are other' 'ways': to ad-:011lpl1Sh 
f. : 

such a' union'i'n;w~lch the' drawbacks and 'conce-ptu~l 'difficulties"\1;:1[..:. iUf .... of a'mergerof such 'entitiesaie not pre8'ent,:-·;~~:!~,1,;,,,:I;l ;':,:':'" 
Rt'LI 

.,', ..' . '>'. ~,~.; ~ fI: ~ : :,: :.. i ..... .... d 
)" :.­Y\i'\ "... ". 'XXVIII .Vi f 
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'. . '. Nonprofit corporations' are expressly ~uthorized to 
"I :!y:::::~.:::. ,. •. ; '.,.' . ',,' .• ~ ,..'.' . 

acquire assets including the assets of a business corporation, 
, ~'. . . . 

or . to sell or dis~se o~. all or, substanthlly all of their 

assets both within' and without the. regular course of their 
: .' ,---. ',..'... . 

" i'. :~~:~~~:::S~::;:{~:j:<~;~;:J:i~j~J:f:{,.':::~~~,; 1,.~!,l;:}l". ':"~ !,! :.: j :."".~;~, ;,.'1" i. :!~ 
:~i'j;i " ,.;:::.Si~c,:. ~~~~c:.~.·and ..,co~Bollda.~,ion ~re aajo~~ corpC?rate 

transactions whicb aay affect the rights of members and, in the 

. case of certain, nonprofit corporations, tbe public,' Chapter 10 
• , :- • , ....... & .,.. .:: • • • ~ .. • .' • • •
 

requires. a two-thirds vote of the trustees or the trustees and 

the: i. 11lembers ;. (in::' a ':membership ;'corporation) . unless the 

certlffcate' of incorporation o'r' by-lawa . specify a higher .or . 

lower percentage; ,!h'::~.;·:; ., J' 

". :1 'I·": :....:~; 1 " . ; : .: ':"H .~ ;' ~ i '" :. ~ ;~.~, ':~ ~ -. " ;'" 

Chapter 11 - Limitations on Rights of Dissenting Members. 

. f "'!"Dissenters' rights are not provided' to members of 

nonprofit c?rporations.. The utility of such rights would be 

extremely liaited. The COJlllDl ttee is not awar e of another 

nonprofit:'atat:ute" which' permits ·thea.'·.:A··member who is 

diSsatisfied ·with ;"a:'vote .' on' a merger'or 'similar ;corPo'rate 

action ··may ,: lfthe' transaction i'is . fraUdulent or' fund~mentally 
r 

unhir; seek' 'relief' from the' Superior Court" to enjoin the 

transaction. 
" 

'", ,••• ' .. '. I ••Chapter 12 ·Dissolution.· .. ; . 

·::J.i:.r:, ....: ·j~·';'·';'r •. ~.~" 'J': -;,"1~ : .. ~.;-) ~.~t '~j'·.I,.).J~ . . J.::. i:' .J •... :.•:'. '.~ ~,; 

The several inconsistent provisions in Title 15 for 
.:');~..~(~ 1~( ," ~J.J" I, ·f. '.' 

th~<dlssolution o~ corporations have been replaced by one set 
. I,ll -'I l',' I,.' 

XXIX 



,. 

I;.~'" .........' .. '. .....~~c_"'· .
"" ...

REPORT OF THE NONPROFIT LAW REVISION COMAUTTEE ' 

. - • • " . . .' ;: ' .. ' ,. •. '.f. '••.. ~. . .~ : .;. . .... . ..... r"of methods 'of dissolution applicable toal~ nonprofit corpora..;' 
. I. 

,	 ,tiona. The methods of dissolution are' 9~n~rallyi the same as! 

Oil.:.. ' 1the methOds of diSSOlving business Corpora~ion8. 
r';lJ,!j~) 

c •
 

'.' '-.-; .. ' ,,:} ~ ~ :. 't ";:,;", ,1, .l u·'t . ,,"f .:_: ':rf: :~~~"i:"~ ':'.~-_-.-': p',~:',,:,
J,., "l.;i\1q;:il~\ 
"11, IFr,;' .•" Specific provisions bave, been made fOl'it~e::,~18poSt.~,. 

· ...: .' ~ ~l ..::. '": .' .' . . . .. . '._ • ;i.~ 

~,o;.,tlon' of' _ssets ,which' au'.impussed wlth charitable trusts tol'l:;~' : 
. ~ .. ," .," I'" ;,' r'!~' '~'''~',~. ·i"~)~;·"i't·;~'·<b.~., .·,~z'~,;. .i:~:~ :,,;;"··l·~' ..'"'' '. ~j'"	 . 

;." ! assure that ~pon disaolution~ assets lapressea ~~~h8UCh trusts
 
~
 "t,'"	 . " '. . -.'-, ," ','.' .", .:: ~r': ~:.~l:; ;'il,--:·.~~f">l:.'·;-:'·:':!;~: 

are properly' devoted to the'" purposes for. whlcbthey weren1tT' 
{'fi'	 :;'." ,- ," ::.'.~.i :;f~f&:·.::-d.:'fi' .~ 'l~';' .l~=·-.2 ':':i-'.? .~"'.;-.1. ... :::'~:'I.',! Intended •.	 , 
·;:~n. ., ::.",;,,~ ., . ,. '", ., "';:' :.~. :'" "'~;:;t ;-iLJ~"';;i.:t!:i;L,: :(d.·F'il>'·;·;'~·' 
I'ilil! .j ~~; t ",,;;,_, The. AttorneyG_neralit~prQ~~dedln:Sect~QIl..·:15AI12":'"1l ,':
 
Illf'11
 
H;\1" specific circumstance~ In,;~h1~~;:tol,?~i~9:>~a.Jl ~QtiO~;.fQ~ ,t:h.·· 

-. . '.' ". . '.' . -' ~'- . -.'.; '., . ~'. /" r'""~' 7. "" •ll~h:,' ... ; "' ~,.~ I.: dissolution of a corporation 'whicbbaa beenorgalJJ;Ke~frBudu~.. , 
11 ~;'i', "':

111~i. lent1y, is Violating law, is conducting its activities lmpro~
:~ri 

;\ !fl,:",J, erly, has misused its .PO~~t's','or'!8frl~Olven't.:< These' pro';'
1 UI: 'fII, L 

visions were insert.ed at ~he request .of the" Attorn,tty', Ceneral.Ii I; i1 
I: I· 1 
I ; ~l :: , . .... ~f':.I:-~ .•••• ;.:-"; • :.; •.:·:~c\..":! :'~'::'~l '. -':).' ····.1. l~ 
)j ~ ,i Chapter 13 - Poreign Corporations.'	 '.' 
I," if'
i' ~ 11; • : ; ~ I I	 "1.• ", ~'>t . 1 -, -! : •. :, r "t.:. l. ~. :. i ~.. 

li~'l. lJj'	 .'II, :', . 'i I , ~.:~, .: N,o~profit corp!lutions wh~ch or~an1ze. In. 9th~r, states

J .. ',' .


,I, .....;1 • . . . .
 
i~ " •• 1 _
 -,
illl . ,', have ..notbe~n· ,r.equired to qualify, to trlinsact ac;tiv~ties, in New,: II :':' 

' 

! 
I'" I, 
ii ~ . 'I i Jersey si~c~, ~anuary -1,' 1969,: whe~: the provisions '.appiic'ab1e, to 

· .' .. ~ '.. _. ..' ..' -'. . ,.. .
 
ii ;i: ~ f
 
/. ,t., !. fore~9n corporations w~re, made .applicablesole1y to business,11 · \' ., . . . - . , 

:;Ii 1:i ~ ~ ;~ I',.. corporations. " H' .; ,; ,, ~ :' . ! :. ,i" . ,,",f i(:':!~-;:';'l:'!"! 1 
. , ~ , I • 

. '.,(., (;; !>_,':'-Ul~ •. ~ . _. : ~.'." ~. I -.;,H,:1;' I ' 
~ ,-~ ,11 ~dl,:I-' ' ",!.'" ;.~ ~ The :new proviaionswUlrei:Ju,ire,;~onprof1trcQrpora'7 . ',.;.;;,..t! 1 ';. i~' '. . -	 ,........ •.. .. ' -. '.'-'" -.,! •
 1;: :: 

I ~ ; ~~ ii' , 
tions organized in other states to ,~ualify to ,transact acUvl- ::,. [.,""l.. /

{, , .. ;., 

.' 'f' " 
; j ~f r", I' ,·Bes ;'1n 'h~~; J~~8~Y'::,"; The~:;fiii~9'8:;~'lt~'h" t~en~~~iet~~~: of' s~a~~"'~;"i! fp~'~ 
11 !~ .1 f., I ." .d ,._.". h . '..~ ..•. : ~ ... ;~.. ',:;. ;)~: ':' ; 1", \:". - .: ~.; ' .. ··.--11"11: ..: r. ~;: f: (~~ '&)' ~ ~ " ~' i it ji~ I ~ will: also be provided to the Attorney 4:;enenl· so· 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. ~he qualification requireaents will be applicable 90
 

days after the remainder of the Act Is effective.:
 

... :~;'? .. ;	 "!;'!'; ; ... '::. i'-~"-l':"':" ";.'·j·f ..~~: ••~/;_ ..,-I.: .: .::., ,.':'. ;' ... ~.
 

'fhe Attorney General is given specific' powers in
 
.'! .::~!:!~ :~;:j~ 'f;.! ~ :'-' ~:":.~'~:,l,~: .... ; i·.;~: ....··i~:·.:···:, .:......~ 

Section	 15A.13-l2 to enjoin foreign corporations fro. conduct­
,;.~'. . .•~-.~.:'. " ~-' r~-~:> .. ·.,"~:·~· .tl <";i'~"~l"'··.··~:: .. ~ .;>., ......:,= :., ':.i~·f : ~" .. :~,-,.:. ~':.~'., .•. ' 

Ing activities in .ew Jersey without qualifying or where. it Is 
., .. , ..	 .::,·.~.:..i':.··5 .. J_•• j -," •• ~:~;~.. . •. ,' _-.~ 'J 

conducting activities through frau4ulent activities or
 

activities ;i~i~ex~~~~ of "I;S authorlty~ , ', ".,'
 ,( I' , 
. ~ .i 'j,('.";"'~': ;i:_~ ~'lt'_ .. '.~_:I';': c;. .:;.·:f·...' :.~:..: .....; ~ ::	 " ','f" 

Chapter l( '-'Insolvency;, Recefversand Reo~9anizatlon•. ,; .
 

'~., ;·,..j~~~:;d':-~~i:J.. ;:_:;:.~.·;.,._:i i:'.,t .:.. ...-·7.:>t ~~_ ....<~~>~: ,... ~ ... :.; ..~.r. ':- ,:,'.':
 

. Title 15 contained no provisIons with, respect to 
i '.,:.' ~:'.... '; ,:. 'i .:( ~:::.' ,;. <:.~ ,~~ 

theae matte~s. Chapter U of this Act is based upon Chapter 14 

of the New Jersey Business Corporation Act, except that~Section 

··:14AI14-21:' (distribution of assets, priorities", and Section 

UArU-2S'" (reorganhation under· act of congres8,rlghts of 

: certaiJ:l' sbareholders) ; have not been carried into the Act and .
additional grounds for a receivership 

' 

action have been·added. 

The Attorney General i. given standing to commence a
 

receivership action to reflect the interest of the public In
 
., t .. '	 .' 

the proper administration on nonprofit corporations• 
~ :. ~ , : t;' ...::. i. .','. .. ..' /. • ' • 

'1'••Chapter 15 - Fees of the Secretary of State. 

,.;. d.j .1.:. ~; ;'.: .'. ."' ...~ .. I ,.;.~ ~ .' _ t: ~ r.,O::·. '! ~ . ? ', .. ~ J. .. j . " :'''! -. .i' ~.~ 1. r':: ii 

Generally, the fees to be paid to the Secretary of 
f;~:t::-'·, ,j {.~ .•••. ._.~~.- ~~ .• ': ,,:.:,. " ~: '.. ; 

.State for filing a variety· of different docu.ents will be the 
·,:... i ;::';.'~:~ (."'1 __ !!"\'..';/ ·.:::,~.;'_j~··,t;'· .: .•... 
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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 Prid 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 corpora­ Itions 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 
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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 
Stuart L. Pachman 
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