OCOO~NOUIRWN P

STATE OF NEW YORK

10060

| N ASSEMBLY

March 14, 2018

Introduced by M of A PAULIN, ERRIGO -- read once and referred to the
Committee on Corporations, Authorities and Comn ssions

AN ACT to anmend the limted liability conpany law, in relation to estab-
lishing the L3C act regarding lowprofit limted liability conpanies

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. This act may be known and shall be cited as the "L3C act".

8§ 2. Section 102 of the limted liability conpany | aw is amended by
addi ng a new subdi vision (n-1) to read as foll ows:

(n-1) "lLowprofit limted liability conpany" neans a linmted liability
conpany that has set forth in its articles of organization a business
purpose that satisfies, and that is at all tines operated to satisfy,
each of the follow ng requirenents:

(i) the limted liability conpany significantly furthers the accom
plishnment of one or nore charitable or educational purposes within the
neani ng of section 170(c)(2)(B) of the internal revenue code of 1986 (26
US C 8§ 170(c)(2)(B))., and would not have been fornmed but for its
rel ationship to the acconplishnent of charitable or educational
pur poses;

(ii) no significant purpose of the |limted liability conpany is the
production of incone or the appreciation of property: provided, however,
that the fact that the limted liability conpany produces significant
incone or capital appreciation shall not, in the absence of other
factors, be conclusive evidence of a significant purpose involving the
production of incone or the appreciation of property; and

(iii) no purpose of the limted liability conpany is to acconplish one
or nore political or legislative purposes within the neaning of section
170(c)(2)(D) of the internal revenue code of 1986 (26 U S C 8§
170(c)(2) (D).

8§ 3. Paragraph 6 of subdivision (e) of section 203 of the Ilimted
liability conpany |aw, as added by chapter 470 of the laws of 1997, is
anended, paragraph 7 of subdivision (e) is renunbered paragraph 8 and a
new paragraph 7 is added to read as foll ows:

EXPLANATI ON--Matter in italics (underscored) is new, matter in brackets
[-] is oldlawto be omtted.
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(6) if all or specified nenbers are to be liable in their capacity as
menbers for all or specified debts, obligations or liabilities of the
limted Iliability conmpany as authorized pursuant to section six hundred
nine of this chapter, a statenment that all or specified menbers are so
liable for such debts, obligations or liabilities in their capacity as
menbers of the limted liability company as authorized pursuant to
section six hundred nine of this chapter; [and]

(7) if the conpany is a lowwprofit limted liability conpany, as
defined in subdivision (n-1) of section one hundred two of this chapter,
that the conpany is a limted liability conpany; and

8 4. Subdivisions (g), (h) and (i) of section 204 of the linted
liability conpany |aw, subdivision (i) as added by chapter 316 of the
| aws of 2005, are anmended and three new subdivisions (j), (k) and (I)
are added to read as foll ows:

(g) shall not, unless the approval of the state departnent of soci al
services or its successors in function is attached to the articles of
organi zation or application for authority, contain the word "blind" or
"handi capped. " Such approval shall be granted by the state department of
social services or its successors in function if inits opinion the word
"blind" or "handi capped” as used in the Ilimted liability company's
proposed name wll not tend to mnmislead or confuse the public into
believing that the linmted liability conpany is organized for charitable
or nonprofit purposes related to the blind or the handi capped; [ard]

(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
opinion the wuse of the word "exchange" in the |imted liability 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 coomodities by brokers, dealers or nmerchants[-] .

(i) shall not contain the following terns: "school," "education,"
"elementary, " "secondary, " "Kki ndergarten, " "prekindergarten,”
"preschool ," "nursery school,” "nmuseum" "history, " "historical,"

"historical society," "arboretum" "library," "college," "university" or
other term restricted by section two hundred twenty-four of the educa-
tion law, "conservatory," "acadeny," or "institute" or any abbreviation
or derivative of such ternms, shall have endorsed thereon or annexed
thereto the consent of the comm ssioner of education[-] .

(j) shall, inthe case of a lowwprofit |limted liability conpany,
contain the words "lowprofit limted liability conpany” or the abbrevi-
ations "L3C' or "13c", with or without periods or other punctuation;

(k) shall not, in the case of a lowprofit |linmted liability conpany
unl ess the approval of the state departnent of social services or its
successors in function is attached to the articles of organization or
application for authority, contain the word "blind" or "handi capped."”
Such approval shall be granted by the state departnent of socia
services or its successors in function if in its opinion the word
"blind" or "handicapped" as wused inthe limted liability conpany's
proposed nane will not tend to mislead or confuse the public into
believing that the limted liability conpany is organized for charitable
or nonprofit purposes related to the blind or the handi capped; and

(1) shall not, in the case of a lowprofit |limted liability conpany
unl ess the approval of the attorney general is attached to the articles
of organi zati on or application for authority, contain the word
"exchange" or any abbreviation or derivative thereof. Such approval
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shall not be granted by the attorney general if in his or her opinion
the use of the word "exchange" in the linmited liability conpany's
proposed nane would falsely inply that the linmted liability conpany
conducts its business at a place where trade is carried on in securities
or commodities by brokers, dealers or nerchants.

8§ 5. Paragraphs 8 and 9 of subdivision (d) of section 211 of the
limted liability conpany |aw are renunbered paragraphs 9 and 10 and a
new paragraph 8 is added to read as foll ows:

(8) if the limted liability conpany is a lowprofit limted liability
conpany, its failure to neet any of the requirenents set out in subdivi-
sion (n-1) of section one hundred two of this chapter;

8 6. Paragraph 4 of subdivision (a) of section 701 of the limted
liability conpany | aw, as anended by chapter 420 of the laws of 1999, is
anended, paragraph 5 of subdivision (a) is renunbered paragraph 6 and a
new paragraph 5 is added to read as foll ows:

(4) at any tine there are no nenbers, provided that, unless otherw se
provided in the operating agreenent, the |imted liability conmpany is
not dissolved and is not required to be wound up if, within one hundred
ei ghty days or such other period as is provided for in the operating
agreenment after the occurrence of the event that terninated the contin-
ued nenbership of the last remaining nmenber, the | egal representative of

the last remmi ning nenber agrees in witing to continue the limted
liability conpany and to the admission of the |egal representative of
such nmenber or its assignee to the Ilimted liability conmpany as a

menber, effective as of the occurrence of the event that terninated the
conti nued nenbership of the last remrai ni ng nenber; [e+]

(5) if the limted liability conpany is a lowprofit limted liability
conpany that has ceased to neet any of the requirenents set out in
subdivision (n-1) of section one hundred two of this chapter and has
failed for ninety days after ceasing to neet those requirenments to file
articles of amendnent with the departnent of state anending its nane to
conformwith the requirenents of section two hundred four of this chap-
ter governing linted liability conpany nanes; or

8§ 7. This act shall take effect immediately.




