
S.B. NO. 
JAN 2 5 2012 

A BILL FOR AN ACT 
RELATING TO CONVERSIONS BY NONPROFIT CORPORATIONS. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

1 SECTION 1. Section 414D-207, Hawaii Revised Statutes, is 

2 repealed. 
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SECTION 4. Statutory material to be repealed is bracketed 

stricken. 

SECTION 5 .  This Act shall take effect upon its approval. 
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Report Title: 
Nonprofit Corporations; Conversions 

Description: 
Repeals provisions regarding conversions by nonprofit 
corporations. 

The summary description of legislation appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent, 
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SB. NO. 
JUSTIFICATION SHEET 

DEPARTMENT: 

TITLE: 

PURPOSE : 

MEANS : 

JUSTIFICATION: 

GENERAL FUND: 

Attorney General 

A BILL FOR AN ACT RELATING TO CONVERSIONS BY 
NONPROFIT CORPORATIONS. 

The purposes of this bill are to amend 
chapter 414D, Hawaii Revised Statutes, to 
repeal provisions that authorize nonprofit 
corporations to convert to other legal 
entities. 

Repeal sections 414D-207, 414D-208, and 414D- 
210, Hawaii Revised Statutes (HRS). 

These provisions are not consistent with the 
Revised Model Nonprofit Corporations Act upon 
which chapter 414D, HRS, is based, and allow 
for the conversion of the assets of 
charitable corporations to non-charitable 
purposes. The existing conversion provisions 
are inconsistent with the "nondistribution 
constraint" imposed on nonprofit 
corporations. For example, section 414D-19 
provides, 'no part of the income or profit of 
a corporation shall be distributed to its 
members, directors, or officers." The 
existing provisions also allow charitable 
corporations to do an 'end run" on provisions 
that require notice to and consent by the 
Attorney General for mergers, dissolutions, 
and the sale of substantially all of the 
assets of such corporations. The conversion 
of charitable corporations to non-charitable 
entities would allow for the diversion of 
donor restricted gifts and endowments held by 
such corporations, in a manner inconsistent 
with section 5173-6, HRS. To the extent that 
a nonprofit corporation is exempt from 
federal tax under section 501(c) (3) of the 
Internal Revenue Code, such a conversion 
would not be permissible. 

Impact on the public: None. 

ImDact on the deDartment and other asencies: 
None. 

None. 
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OTHER FUNDS: 

PPBS PROGRAM 
DESIGNATION: 

OTHER AFFECTED 
AGENCIES : 

EFFECTIVE DATE: 

SB. NO. 2 
None 

ATG-100 

None. 

Upon approval. 
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