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STATE OF NEW YORK

5097--A
2013- 2014 Regul ar Sessi ons
I N SENATE
May 8, 2013

Introduced by Sen. GOLDEN -- read twi ce and ordered printed, and when
printed to be committed to the Conmittee on Corporations, Authorities
and Conmissions -- recomitted to the Committee on Corporations,
Aut horities and Comm ssions in accordance with Senate Rule 6, sec. 8
-- commttee discharged, bill anended, ordered reprinted as anmended
and recomrtted to said commttee

AN ACT to anend the limted liability conpany law, in relation to |ow
profit limted liability conpanies

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Section 102 of the limted liability conpany |aw is anmended
by addi ng a new subdivision (ii) to read as foll ows:

(1) "LOWPROFIT LIMTED LI ABILITY CO/PANY" MEANS A LIMTED LIABILITY
COWANY THAT HAS SET FORTH IN I TS ARTI CLES OF ORGANI ZATI ON A BUSI NESS
PURPCSE THAT SATI SFIES, AND THAT IS AT ALL TIMES OPERATED TO SATI SFY,
EACH OF THE FOLLOW NG REQUI REMENTS:

(1) THE LIMTED LIABILITY COWPANY SIGNI FI CANTLY FURTHERS THE ACCOM
PLISHVENT OF ONE OR MORE PURPCSES WTHIN THE MEANING OF SECTI ON
170(0)(2)(B) OF THE |INTERNAL REVENUE CODE OF 1986 (26 U S.C S
170(0) (2)(B)), AND WOULD NOT HAVE BEEN FORVED BUT FOR | TS RELATI ONSHI P
TO THE ACCOWPLI SHVENT OF SUCH PURPGCSES;

(I'l) NO SIGNIFICANT PURPOSE OF THE LIM TED LI ABILITY COWANY | S THE
PRODUCTI ON OF | NCOVE OR THE APPRECI ATI ON OF PROPERTY; PROVI DED, HOWEVER,
THAT THE FACT THAT THE LI M TED LI ABI LI TY COWPANY PRODUCES SI GNI FI CANT
| NCOVE OR CAPI TAL APPRECI ATION SHALL NOT, IN THE ABSENCE OF OTHER
FACTORS, BE CONCLUSI VE EVI DENCE OF A SI GNI FI CANT PURPCSE | NVOLVING THE
PRODUCTI ON OF | NCOVE OR THE APPRECI ATI ON OF PROPERTY; AND

(1'1'l') NO PURPCSE OF THE LIM TED LI ABI LI TY COVWANY IS TO ACCOVPLI SH ONE
OR MORE POLITI CAL OR LEQ SLATI VE PURPCSES W THI N THE MEANI NG OF SECTI ON
170(0)(2) (D) OF THE |INTERNAL REVENUE CODE OF 1986 (26 U S.C S
170(0) (2) (D).

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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S 2. Paragraph 7 of subdivision (e) of section 203 of the limted
liability conpany | aw, as added by chapter 470 of the laws of 1997, s
amended to read as foll ows:

(7) IF THE COWANY IS A LOWPROFIT LIMTED LIABILITY COVPANY, AS
DEFI NED I N SUBDI VI SION (11) OF SECTION ONE HUNDRED TWO OF THIS CHAPTER
THAT THE COVPANY IS A LIM TED LI ABI LI TY COVPANY; AND

(8) any other provisions, not inconsistent with law, that the nmenbers
elect to include in the articles or organization for the regulation of
the internal affairs of the limted liability conmpany, including, but
not limted to, (A) the business purpose for which the limted liability
conpany is forned, (B) a statenent of whether there are limtations on
the authority of nenbers or managers or a class or classes thereof to
bind the limted liability conpany and (C) any provisions that are
required or permtted to be included in the operating agreenent of the
limted liability conpany pursuant to section four hundred seventeen of
this chapter

S 3. Subdivisions (g), (h) and (i) of section 204 of the limted
iability conpany |aw, subdi vi si on (i) as added by chapter 316 of the
aws of 2005, are anended and a new subdivision (j) is added to read as
ol | ows:

(g) shall not, unless the approval of the state departnment of socia
services is attached to the articles of organization or application for
authority, contain the word "blind" or "handicapped.” Such approval
shall be granted by the state departnment of social services if inits
opi nion the word "blind" or "handi capped” as used in the limted liabil-
ity conpany's proposed nanme wWill not tend to nmislead or confuse the
public into believing that the limted liability conmpany is organized
for charitable or nonprofit purposes related to the blind or the hand-
i capped; [and]

(h) shall not, unless the approval of the attorney general is attached
to the articles of organization or application for authority, contain
the word "exchange" or any abbreviation or derivative thereof. Such
approval shall not be granted by the attorney general if in his or her
opi nion the use of the word "exchange" in the limted Iliability conpa-
ny's proposed nane would falsely inply that the limted liability conpa-
ny conducts its business at a place where trade is carried on in securi-
ties or commodities by brokers, dealers or nerchants[.];

I
I
f

(i) shall not contain the following terns: "school," "education,"
"el ementary, " "secondary, " "Kki ndergarten," "prekindergarten,”
"preschool , " "nursery school ," "museum"™ "history,"” "historical,"
“historical society," "arboretum"™ "library," "college," "university" or
other termrestricted by section two hundred twenty-four of the educa-
tion law, "conservatory," "acadeny," or "institute" or any abbreviation
or derivative of such terns, shall have endorsed thereon or annexed

thereto the consent of the commi ssioner of education[.]; AND

(J) SHALL, IN THE CASE OF A LOMPROFIT LIMTED LIABILITY COVPANY
CONTAIN THE WORDS "LOW PROFI T LI M TED LI ABI LI TY COVPANY" OR THE ABBREVI -
ATIONS "L3C'" OR "L3C', WTH OR W THOUT PERI ODS OR OTHER PUNCTUATI ON

S 4. Paragraphs 8 and 9 of subdivision (d) of section 211 of the
limted liability conpany | aw are anended to read as foll ows:

(8) the discovery of a materially false or inaccurate statenment in the
articles of organization; [and]

(9) IF THE LIMTED LI ABILITY COWPANY |S A LOMPROFIT LIMTED LI ABI LI TY
COWPANY, | TS FAILURE TO MEET ANY OF THE REQUI REMENTS SET OUT | N SUBDI VI -
SION (11) OF SECTI ON ONE HUNDRED TWD OF THI' S ARTI CLE; OR
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(10) the decision to change any other statenment in the articles of
or gani zati on.

S 5. Paragraphs 4 and 5 of subdivision (a) of section 701 of the
limted liability conpany | aw, as anmended by chapter 420 of the |aws of
1999, are anended and a new paragraph 6 is added to read as fol |l ows:

(4) at any tine there are no nenbers, provided that, unless otherw se
provided in the operating agreenent, the limted liability conpany is
not dissolved and is not required to be wound up if, w thin one hundred
ei ghty days or such other period as is provided for in the operating
agreenent after the occurrence of the event that term nated the contin-
ued nmenbership of the | ast renaining nmenber, the | egal representative of

the | ast remaining nenber agrees in witing to continue the Ilimted
liability conmpany and to the adm ssion of the |egal representative of
such nmenber or its assignee to the Ilimted Iliability conmpany as a

menber, effective as of the occurrence of the event that term nated the
conti nued nenbership of the last remaining nenber; [or]

(5) the entry of a decree of judicial dissolution under section seven
hundred two of this article[.]; OR

(6) IF THE LIMTED LI ABILITY COWPANY |S A LOMPROFIT LIMTED LI ABI LITY
COWANY THAT HAS CEASED TO MEET ANY OF THE REQUI REMENTS SET OUT IN
SUBDI VI SION (11) OF SECTION ONE HUNDRED TWO OF THIS CHAPTER AND HAS
FAILED FOR NI NETY DAYS AFTER CEASI NG TO MEET THOSE REQUI REMENTS TO FI LE
ARTI CLES OF AMENDVENT W TH THE DEPARTMENT OF STATE AMENDI NG | TS NAME TO
CONFORM W TH THE REQUI REMENTS OF SECTI ON TWO HUNDRED FOUR OF THI S CHAP-
TER GOVERNI NG LI M TED LI ABI LI TY COVPANY NAMES

S 6. This act shall take effect imediately.



