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Pre-Dissolution Considerations
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 Why might a nonprofit corporation consider voluntary dissolution?
 Inability to pay employees or meet other liabilities or obligations
 Funding/donations challenges
 Unable to make budgets
 Mission failure or completion

 Decision to dissolve should be holistic and involve key 
stakeholders -- including directors, advisory board members, 
management, significant funders, outside advisors (e.g., 
consultants, lawyers and accountants)
 Evaluate alternative scenarios
 Consider contractual and other obligations that could be triggered by 

dissolution
 Assess actual and potential assets and liabilities



Dissolution Steps under DC Law
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 Governed by § 29-412 of the DC Nonprofit Corporation Act of 
2010 (the “Act”)

 Administered by the Department of Consumer and 
Regulatory Affairs (“DCRA”)

 Steps to dissolve
 Board resolution to dissolve
 Wind down – settling liabilities and distributing assets

 Winding down may begin prior to the board resolution and continue 
after filing the articles of dissolution. 

 Notice to Office of the Attorney General (“OAG”)
 Filing articles of dissolution



Resolutions to Dissolve
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 Board resolution to dissolve
 Approved by majority vote (or more if set in the articles of 

incorporation or bylaws) of directors at a legally sufficient Board 
meeting (i.e. notice and quorum) or by unanimous written 
consent

 For a member organization, must also obtain approval by 
majority vote (or more if set in the articles of incorporation or 
bylaws) of members at a member meeting or by unanimous 
written consent 



Winding Down: Liquidation & Distribution of Assets
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A corporation’s wind down process will include
 marshaling assets and the liabilities
 disposing of properties for fair value
 discharging of liabilities
 distributing any remaining property (as required by law and the 

corporation’s articles of incorporation and bylaws) to another 
charity for an exempt purpose

 “doing every other act necessary to wind up and liquidate the 
corporation’s activities and affairs”



Winding Down: Other Activities
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 Other specific wind-down actions to consider
 terminating or assigning contracts (e.g., leases, vendor contracts, and 

insurance) in accordance with the terms of such contracts
 assessing insurance coverage during and after the wind-down period
 transferring or expending any restricted gifts in accordance with the terms of 

the donors
 addressing any employee termination and severance issues, including those 

stemming from individual employee contracts as well as the collection and 
payment of withholding taxes

 filing final federal information return (IRS Form 990) and state tax returns
 filing of withdrawal in any jurisdiction (other than DC) where the corporation 

is qualified to do business



Frequently Asked Questions: Winding Down
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 What if the corporation does not have enough money or other 
assets to pay off its debts?

 Is a corporation legally required to engage in any specific wind-
down activities?

 Is it necessary for directors and officers to use personal assets or 
to take out a personal loan to pay off debts of the corporation?

 May solicitation of contributions continue during the winding down 
process?

 Should the corporation announce to its employees/donors/public 
that it is in the wind-down process? 



Notice to Office of the DC Attorney General
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 Under § 29–412.02(g) of the Act, a charitable corporation must give the DC 
Attorney General notice that it intends to dissolve before the time it delivers 
articles of dissolution to the Mayor. Notice to the Attorney General shall not 
delay or otherwise affect the dissolution process.

 The OAG requests such notice at least one week prior to dissolution. The 
notice should include: 
 corporation’s name
 charitable purpose

 preferable to include a copy of the corporation’s current articles of incorporation and bylaws
 how and when the dissolution was authorized

 preferable to include copy of resolution or documentation of authorization
 reason(s) for dissolution
 nature and dollar value of its remaining assets, and
 the proposed disposition of any significant remaining assets, including the proposed 

recipients of the remaining charitable assets



Comments from DC Attorney General
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 OAG’s review is not defined or proscribed in the Act, so OAG is guided by the 
core responsibility of the Attorney General to protect charitable assets on 
behalf of the public -- the beneficiary of charitable/nonprofit assets

 OAG appreciates a dissolving corporation providing OAG with as much 
information as possible up-front in the notice; this saves all parties time and 
resources

 On receipt of a notice, OAG looks at:
 Is this organization a “charitable corporation” under the Act?  That is, it is a domestic nonprofit 

corporation that is operated primarily or exclusively for one or more charitable purposes.  
 Do we have enough information to identify how and when the dissolution was authorized?
 Is the dissolution consistent with the requirements of the Act and with the corporation’s own 

organizing documents?
 Is the disposition of charitable assets appropriate in terms of (1) furthering the corporation’s 

charitable purpose; and (2) avoiding issues such as private benefit to officers or directors, 
corporate waste, fraud, and self-dealing?



Articles of Dissolution
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 At any time after dissolution has been 
authorized and at least one week after 
giving notice to the OAG, file articles of 
dissolution
 Articles to include the corporation’s name, 

the date dissolution was authorized, 
confirmation that the dissolution has been 
authorized in accordance with the Act and 
the corporation’s articles of incorporation
and bylaws

 Form DNP-6 is freely available for use on 
the DCRA website

 Online filing available with a filing fee of 
$80



Frequently Asked Questions: 
Notice to OAG and Articles of Dissolution
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 Does the OAG require a form to be filed or payment of a 
filing fee with the notice of intended dissolution?

 When does the dissolution actually take effect?
 Can the OAG delay dissolution if it is unsatisfied with the 

dissolution notice?



Winding Down: Disposing of Known Claims

12

 Following dissolution, any known claims and unpaid 
obligations may be disposed of if the corporation gives 
proper notice to creditors and potential claimants and they do 
not submit a claim by the deadline 
 Proper notice must include a description of information to be 

provided in a claim, a mailing address where claims may be sent, a 
deadline for submitting a claim (≥ 120 days), and a statement that 
claims will be barred if received after the deadline

 “Known claims” do not include contingent liabilities (e.g., ongoing 
litigation)

 Actions above are optional 



Winding Down: Disposing of Unknown and Contingent Claims
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Unknown and contingent claims will be disposed of if 
the corporation publishes a proper notice of dissolution 
in a DC newspaper and such claims are not submitted 
within 3 years of publication of such notice
 After publishing notice, a corporation may file an application with 

the Superior Court for a determination of the amount and form of 
security to be provided for payment of claims. Provision of such 
amount by the corporation will be deemed to satisfy such claims. 

Actions above are optional



Potential Liability of Directors & Officers
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 In addition to its duty to make reasonable provision for claims, a 
director has a duty to the corporation act in good faith and in the best 
interests of the corporation with the care that a person in a similar 
position would reasonably believe appropriate under similar 
circumstances.  Directors should avoid taking any actions that may 
raise issues of private benefit, corporate waste, fraud, or self-dealing.
 Following the procedures for disposal of claims will satisfy the 

“reasonable provision” standard

 Creditors may try to sue directors or officers directly for breach of 
fiduciary duty where the creditors believe that there would have been 
more funds to pay debts if directors or officers had not breached their 
fiduciary duties



Potential Liability of Directors & Officers (Cont’d)
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 Unpaid directors/trustees, officers and other persons who 
perform services on behalf of a nonprofit corporation cannot 
be held personally liable for the corporation’s debts. 
 For any corporation that has annual total expenses of $100k or more, the 

above limitation will not apply unless the corporation maintains a certain 
amount of liability insurance (>$200K for individual claims, >$500K for total 
claims)

 Compensated officers and other employees can be held 
personally liable for any acts or omissions in providing 
services or performing duties on behalf of the corporation up 
to the total compensation of such employee for the 12 
months immediately preceding the act or omission.

 Subject to certain exceptions…



Potential Liability of Directors & Officers (Cont’d)
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 The limitations of liability on the previous slide do not apply to claims involving 
willful misconduct, improper personal benefits, intentional violations of criminal 
law and actions taken not in good faith and beyond the scope of authority of 
the corporation.  For example:

 Officer/director committed fraud involving use or receipt of nonprofit funds; e.g., obtained a 
grant of District funds by fraud or used nonprofit funds to further a fraud

 Officer/director engaged in self-dealing, or directed nonprofit funds to family or friends, or 
to a separate organization that provided a benefit to the officer/director

 Officer/director approved payments of nonprofit funds that were not appropriately ratified 
under the Act, or not authorized by the Board

 Officer/director used funds for a purpose not related to charitable mission
 Liability may also remain for any debts incurred after filing the articles of 

dissolution, to the extent such debts are beyond the scope of wind-down 
activities

 The limitations of liability on the previous slide do not provide defense to a 
legal claim



Frequently Asked Questions: 
Disposing of Claims and Potential Liability 
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 How do directors/officers ensure “reasonable provision” for 
the payment of claims?

 What are examples of possible breaches of fiduciary duties?
 What happens if a claim arises after dissolution? 
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