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FOR IMMEDIATE RELEASE: January 16, 2008

Contact:  John Hollar, Director, Downs Rachlin Martin PLLC,  802-225-5500

Lawmakers Unveil the L3C, a New Vehicle

for Socially Responsible Investing


(Montpelier)  Sen. Susan Bartlett, D-Lamoille, and Rep. Michele Kupersmith, D-Chittenden, today announced their introduction of legislation in both houses of the Vermont Legislature aimed at stimulating socially beneficial investment in Vermont and around the country.  Bartlett, a member and chair of the Senate Appropriations Committee, and Kupersmith, a member of the House Commerce Committee, held a news conference at the Statehouse in Montpelier to mark the introduction of the two bills.   


If enacted, the bills would allow for the creation of a new form of Limited Liability Company (LLC), known as the L3C, to enable non-profits and businesses to pool their resources to make socially beneficial investments.


Bartlett and Kupersmith were joined at the conference by Robert Lang, President and Chief Executive Officer of the Mary Elizabeth and Gordon B. Mannweiler Foundation. Lang is considered the father of the L3C concept. Motivated by his experience running the Mannweiler Foundation, Lang saw the need for a new type of vehicle to encourage more socially conscious investment. Lang also was concerned that the pool of capital available for the ever-increasing needs of the social sector was becoming more inadequate every year.


“L3Cs will enable socially conscious businesses to invest in ventures that might otherwise never get off the ground,” Lang said. “They will compound the strength of America’s non-profit community by allowing them to partner with banks, pension funds, and other investors in projects that benefit distressed communities and underserved populations and better use capital in other parts of the sector, such as museums.”  Lang has been widely published on the subject and has presented the concept to national charitable and business organizations.  

The L3C enjoys the public support of Ashoka, the Council on Foundations, the Social Enterprise Alliance, Deutsche Bank, UBS, and others.  “The L3C is one of our legislative priorities approved by our Board of Directors,” stated Steve Gunderson, President and CEO of the Council on Foundations. “We believe this is another tool in which philanthropy can use its resources to help build our communities.” 


  As outlined by the legislation, the L3C would allow America’s foundations to more easily participate in socially motivated partnerships through “Program Related Investments” (PRI), a method available under federal tax law that permits foundations to invest in specific for-profit ventures in place of making nonprofit grants. Lang and others believe PRIs are underused because they are complicated and cost-prohibitive. Lang says he chose the LLC structure because its flexible ownership structure permits a greater variety of investors with divergent interests to come together under one umbrella while still having the liability protection normally accorded corporate entities.  The L3C is designed to further the charitable purpose of the foundation while minimizing the overall risk for the other investors, resulting in the increased potential for job creation, economic growth, and other socially responsible activities in Vermont and elsewhere.  

A hearing on the bill has been scheduled today in the House Commerce Committee and the sponsors of the legislation expressed a desire to see this legislation move through the Vermont Legislature this session. Similar legislation is pending in North Carolina and is also being considered in Montana, Georgia and Michigan.  
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