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Revised Uniform Unincorporated Nonprofit Association Act

Provides Clarification for Rules of Conduct
Members are protected from individual liability for obligations of the association

For years we have counseled groups of unincor-
porated individuals carrying on nonprofit activi-
ties to incorporate in order to obtain a level of
protection from individual liability for the asso-
ciation’s obligations. The law was unclear in
many states and individual members of unincor-
porated associations could often end up with per-
sonal liability for the obligations of the associa-
tion as if it were a general partnership.

Those rules are slowly changing as more states
adopt the Uniform Unincorporated Nonprofit
Association Law, first promulgated by the Na-
tional Conference of Commissioners on Uniform
State Laws in 1996, and now the Revised Uni-
form Unincorporated Nonprofit Association Law
issued in 2008. The Uniform Act was adopted in
about eight states, and the Revised Act has now
been adopted in five jurisdictions, including most
recently in Pennsylvania (part of Act 67 of
2013). (The other jurisdictions adopting the Re-
vised Act are Arkansas, lowa, Nevada and the
District of Columbia.) Under the Act, a member
of an unincorporated association is not liable for
such obligations solely by virtue of being a mem-
ber.

The Uniform Act made clear that an unincorpo-
rated nonprofit association should be treated as a
separate legal entity that can own and hold prop-
erty, often a question under state law, and can
sue and be sued as an association. The Revised
Act adds provisions that allow the Association to
function more like a nonprofit corporation.

The Pennsylvania Act (the “Act”), which closely
follows but is not identical to the Revised Act, is
very flexible, permitting the members of the non-
profit association to structure their operations as
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they wish. Many of the rules are written as per-
missions (i.e., “a nonprofit association may”).
Many others are caveated by reference to the
nonprofit association’s own governing rules (i.e.,
“unless otherwise provided in the governing
principles”).

Under the Act, a “nonprofit association” is an
unincorporated organization consisting of two or
more members joined together under an agree-
ment that is oral, in record form or implied from
conduct for one or more common, nonprofit pur-
poses. The term “nonprofit association” does not
include: a trust, a marriage, domestic partner-
ship, common law domestic relationship, civil
union or other domestic living arrangement; an
organization formed under any other statute that
governs the organization and operation of unin-
corporated associations; a joint tenancy, tenancy
in common or tenancy by the entireties, even if
the co-owners share use of the property for a
nonprofit purpose.

A “member” is a person that, under the govern-
ing principles, may participate in the selection of
persons authorized to manage the affairs of the
nonprofit association or in the development of
policies and activities of the nonprofit associa-
tion.

The “governing principles” are the agreements,
whether oral, in record form or implied from its
established practices, that govern the purpose or
operation of a nonprofit association and the
rights and obligations of its members and manag-
ers.

A “manager” is a person that is responsible,
alone or in concert with others, for the manage-
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ment of a nonprofit association. “Established
practices” are the practices used by a nonprofit
association without material change during: (1)
the most recent five years of its existence; or (2)
if it has existed for less than five years, its entire
existence.

A. When Does Pennsylvania Law Apply to
a Nonprofit Association?

The law of Pennsylvania, including the Act, gov-
erns the operation in Pennsylvania of a nonprofit
association formed or operating in Pennsylvania,
unless its main place of activities is in another
jurisdiction.  Unless the governing principles
specify a different jurisdiction, the law of the ju-
risdiction in which a nonprofit association has its
main place of activities governs its internal af-
fairs.

B. What Provisions of the Act Provide Protec-
tions to Members of a Nonprofit Associa-
tion?

1. Separate legal entity. The Act estab-
lishes that a nonprofit association is a legal entity
distinct from its members and managers. It af-
fords the nonprofit association the same powers
as an individual to do all things necessary or con-
venient to carry on its purposes.

2. No personal liability. As mentioned
above, a member or manager is not personally
liable, directly or indirectly, for a debt, obligation
or other liability of a nonprofit association solely
by reason of being a member or manager. The
Act states that status as a member or manager
does not prevent or restrict other law from impos-
ing liability on the person or the nonprofit asso-
ciation because of the person’s conduct.

3. Formalities not required. The Act states
that the nonprofit association’s failure to observe
formalities relating to the exercise of its powers
or the management of its activities and affairs is
not a ground for imposing liability on a member
or manager for a debt, obligation or other liability
of the nonprofit association.
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4. Judgments do not reach members or
managers. The Act states that a judgment or or-
der against a nonprofit association is not by itself
a judgment or order against a member or man-
ager.

C. Indemnification

The Act provides that a nonprofit association is
subject to the provisions of the state Nonprofit
Corporation Law of 1988 relating to indemnifica-
tion. The Act states that for purposes of applying
those provisions, references to the *“articles,”
“bylaws,” “directors” and “members” mean the
“governing principles,” “managers” and
“members”.

D. Ability to Earn Profits

A nonprofit association may engage in profit-
making activities, but profits from any activities
must be used or set aside for its nonprofit pur-
poses.

E. Nondistribution constraint

Except for “permitted payments,” a nonprofit as-
sociation may not pay dividends or make distribu-
tions to a member or manager. Under the provi-
sion defining “permitted payments,” a nonprofit
association may: (1) pay reasonable compensation
or reimburse reasonable expenses to a member or
manager for services rendered; (2) confer benefits
on or make contributions to a member or manager
in conformity with its nonprofit purposes; (3) re-
purchase a membership and repay a capital contri-
bution made by a member to the extent authorized
by its governing principles; (4) repay indebted-
ness to a member or manager; and (5) make dis-
tributions of property to members upon winding
up and termination to the extent permitted by the
Act.

F. Selection of Manager(s); Scope of Man-
ager’s Authority

Except as provided in the governing principles,
the following rules apply under the Act. Only the
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members may select a manager, who may be a
member or a nonmember. If there is no manager
selected and serving, all members are managers.
All matters relating to the activities of the non-
profit association are decided by its managers
except for matters reserved for approval by the
members in the Act. Each manager has equal
rights in the management and conduct of the non-
profit association’s activities, and a difference
among managers is decided by a majority of

the managers.

G. Admission, Suspension, Dismissal and
Expulsion of Members

Except as provided in the governing principles, a
person becomes a member and may be sus-
pended, dismissed or expelled, in accordance
with the governing principles. Also except as
provided in the governing principles, the suspen-
sion, dismissal or expulsion of a member does
not relieve the member from any unpaid capital
contribution, dues, assessments, fees or other ob-
ligation incurred or commitment made by the
member before the suspension, dismissal or ex-
pulsion.

If there are no applicable governing principles, a
person may become a member or be suspended,
dismissed or expelled only with the approval of
the members.

H. Resignation of Members

A member may resign in accordance with the
governing principles. In the absence of applica-
ble governing principles, a member may resign at
any time. Except as provided in the governing
principles, resignation does not relieve the mem-
ber from any unpaid capital contribution, dues,
assessments, fees or other obligation incurred or
commitment made before resignation.

l. Matters Requiring Approval by Mem-
bers

Except as provided in the governing principles, a
nonprofit association must have the approval of
its members to: (1) admit, suspend, dismiss, or
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expel a member; (2) select or dismiss a manager;
(3) adopt, amend or repeal the governing princi-
ples; (4) transfer all, or substantially all, of its
property, with or without its goodwill, outside the
ordinary course of its activities; (5) dissolve; (6)
undertake any other act outside the ordinary
course of its activities; (7) determine its policy
and purposes; or (8) do any other act or exercise
a right that the governing principles require to be
approved by members.

J. Action by Members

Except as provided in the governing principles,
approval of a matter by the members requires the
affirmative vote of a least a majority of the votes
cast at a meeting, and each member is entitled to
one vote on each matter submitted for approval.

The governing principles may provide for the: (1)
calling, location and timing of member meetings;
(2) notice and quorum requirements for member
meetings; (3) conduct of member meetings; (4)
taking of action by the members by consent with-
out a meeting or by ballot; and (6) taking of ac-
tion by members by proxy. If the governing prin-
ciples do not provide for one of these matters,
customary usages and principles of parliamentary
law and procedure apply.

K. Duties of Members

A member does not have a fiduciary duty to the
nonprofit association or to another member solely
by being a member. The member must discharge
duties under the governing principles to the non-
profit association and the other members and ex-
ercise any rights under the governing principles
and the Act, in a manner consistent with the gov-
erning principles and the contractual obligation
of good faith and fair dealing.

L. Action by Managers

Except as otherwise provided in the governing
principles, approval of a matter by the managers
requires the affirmative vote of at least a majority
of the votes cast at a meeting of managers, and
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each manager is entitled to one vote on each mat-
ter submitted for approval by the managers.

The governing principles may provide for the:
(1) delegation to a manager of authority to act
without a meeting of the managers; (2) creation
and authority of committees of the managers; (3)
calling, location and timing of meeting of the
managers or a committee of the managers; (4)
notice and quorum requirements for meetings of
the managers or a committee of the managers; (5)
conduct of meetings of the managers or a com-
mittee of the managers; (7) participation by man-
agers in a meeting of the managers or a commit-
tee of the managers by telephone or other means
of electronic communication; and (8) taking of
action by a manager by proxy.

M. Duties of Managers; Limitation of Lia-
bility

1. Duty of care. A manager’s duty
of care to the nonprofit association is the same as
that of a nonprofit director to the nonprofit corpo-
ration. The manager shall manage the nonprofit
association: in good faith; in a manner the man-
ager reasonably believes to be in the best interests
of the nonprofit association; and with such care,
including reasonable inquiry, as a prudent person
would reasonably exercise in a similar position
and under similar circumstances. A manager may
rely in good faith on any opinion, report, state-
ment or other information provided by another
person that the manager reasonably believes is a
competent and reliable source for the information.

2. Duty of loyalty. A manager
owes a fiduciary duty of loyalty to the nonprofit
association with respect to the responsibilities of
the manager. After full disclosure of all material
facts, a specific act or transaction that would oth-
erwise violate the duty of loyalty may be author-
ized or ratified by a majority of the members that
are not interested directly or indirectly in the act
or transaction.

3. Presumption. A manager that
makes a judgment in good faith satisfies the du-
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ties of care and loyalty if the manager: (1) is not
interested, directly or indirectly, in the subject of
the judgment and is otherwise able to exercise
independent judgment; (2) is informed with re-
spect to the subject of the judgment to the extent
the manager reasonably believes to be appropriate
under the circumstances; and (3) believes that the
judgment is in, or not opposed to, the best inter-
ests of the nonprofit association.

4. Limitation of liability. The gov-
erning principles in record form may provide that
a manager shall not be personally liable, as a
manager, for monetary damages for any action
taken unless: (1) the manager has breached or
failed to perform the manager’s duties under the
Act; and (2) the breach or failure to perform con-
stitutes self-dealing, willful misconduct or reck-
lessness. The limitation of liability does not ap-
ply to: (1) the responsibility or liability of a man-
ager under a criminal statute; or (2) the liability of
the manager for the payment of taxes under fed-
eral, state or local law.

The Act also addresses: (1) conditions under
which a member’s interest or any right under the
governing principles may be transferable; (2) the
right of a member or manager, or former member
or manager, to information; (3) the ability of a
nonprofit association to deliver to the Department
of State a statement appointing an agent to re-
ceive service of process; and (4) procedures for
the transfer of real property held in the name of a
nonprofit association.

—Virginia P. Sikes

Montgomery, McCracken, Walker & Rhoads, LLP
Philadelphia, PA
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