STATE BAR OF MICHIGAN BUSINESS LAW SECTION
Nonprofit Corporations Committee Report
March 8, 2012

1. Next Scheduled Meeting of the Committee. No meetings of the Committee are
currently scheduled, but another meeting will be held in April or early May. Active members
will receive a notice confirming the time and location of the meeting and copies of the meeting
materials. Others interested in participating should contact one of the Committee Co-Chairs for
further information.

2. Council Approval

At its meeting on February 23, the Committee approved proposed amendments to the Nonprofit
Corporation Act, the statute on dissolution of charitable purpose corporations and the LLC Act
that will be presented to the Council for approval at the March 8 meeting.

3. Membership

The Committee continues to welcome active members who will assist in (i) reviewing and
obtaining legislative approval of the amendments to the Nonprofit Corporation Act; (ii) planning
and participating in educational and social programs; and (iii) monitoring Michigan tax
legislation affecting nonprofit organizations. Interested lawyers should contact one of the
Committee Co-Chairs.

4, Accomplishments Toward Committee Objectives

Committee members met on January 6 and on February 23 to review proposed legislation. As
indicated above, the updated draft of the Amendments to the Nonprofit Corporation Act and the
amendments to related statutes were approved by the Committee. A copy of this proposed
legislation and a memo describing some of the more significant changes is being provided to the

members of the Council.

The Committee is also responsible for the Summer 2012 issue of the Michigan Business Law
Journal. Three Committee members are currently preparing articles.

S. Meetings and Programs

See the information about the Committee meetings above.

6. Publications
See above.
7. Legislative/Judicial/Administrative Developments

None.



8. Miscellaneous
None.

Submitted by: Jane Forbes (jforbes@dykema.com)
Agnes Hagerty (hagertya@trinity-health.org)
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MEMORANDUM

TO: Members of the Council
State Bar of Michigan Business Law Section
FROM: Jane Forbes
Co-Chair, Nonprofit Corporations Committee
RE: Proposed Amendments to the Nonprofit Corporation Act and Related Statutes
DATE: March 1, 2012

This memo, which is a revised version of a memo I provided to the Council in December,
provides a relatively short overview of the proposed amendments to the Michigan Nonprofit
Corporation Act (the “Nonprofit Act”). The legislation and amendments to related statutes were
approved by the Nonprofit Corporations Committee at its meeting on February 23 and will be
presented to the Council at the March 8 meeting.

An earlier version of the amendments was approved by the Council in 2008. In 2009, the
Council also approved a "short bill" prepared by the Committee in response to changes made to
the Nonprofit Act during that year. Those revisions have now been incorporated into the longer
bill. The current draft also includes many "plain English” changes that were made in a version of
the amendments prepared by the Legislative Service Bureau. Most of those changes are not
currently in the Business Corporation Act (the "BCA"). There are a few additional substantive
revisions, including sections allowing nonprofit corporations to convert to LLCs (and vice
versa), allowing members of membership corporations to have more than one vote, and
permitting corporations to restrict member and shareholder access to donor information, member
or shareholder lists and other corporate records.

I. Introduction. The Nonprofit Act is modeled on the BCA, but has not undergone
any comprehensive revisions since it was enacted in 1982. The proposed amendments have two
overall objectives. One is to bring the statute up to date by incorporating many of the changes
that have been made in the BCA since 1982. The second goal is to add provisions designed to
“legalize” some existing practices of nonprofit corporations and to facilitate their operation. In
the interest of getting the bill passed, it does not contain anything the Committee views as being
especially controversial.

Members of the Council are likely to be familiar with the current version of the BCA, so
this memo focuses on the areas in which the two statutes will be different.



IL. Nonprofit Act Changes.
A. Corporate Structure and Governance.

1. Forms of Nonprofit Corporations. One way Michigan nonprofit
corporations differ from business corporations is that that they come in three “flavors,” i.e., stock
corporations, membership corporations and directorship corporations. Under the current statute,
the only difference between stock corporations and membership corporations is that shareholders
ordinarily have one vote for each share of stock held while a member only ever has one vote.
That has been changed in the proposed legislation to allow corporations to have provisions in
their articles or bylaws providing members additional votes. The amendments also expand the
procedural and substantive provisions applicable to directorship corporations (which have no
shareholders or voting members). For example, Section 451 specifically permits cumulative
voting in the election of directors of a directorship corporation and Section 489 allows a member
of the board of a directorship corporation to initiate a derivative action. (Judges are likely to
allow such actions on a trust theory in any case.)

2. Governance. It is not unusual for groups of nonprofit
corporations to have tiered corporate structures in which one or more parent organizations retain
the power to approve specified actions of subsidiary boards, such as financings, or to act on
behalf of subsidiaries in place of their boards. For example, religious orders sponsoring Catholic
hospitals often retain the powers necessary to assure that the hospitals act in accordance with the
ethical and religious policies of the Church. In order to provide additional statutory authority for
these “reserved powers,” the draft includes new language in Section 209(f) and somewhat
revised version of BCA Section 488. The proposed amendments to the Nonprofit Act differ
from the present BCA in the following respects:

o The language in the Section 488 of the BCA allowing elimination of the board
and director proxies was not included in the Nonprofit Act (because of the risk of
misuse).

o The proposed amendments to the Nonprofit Act require that any provisions

allowing members or shareholders to act in place of the board be in the articles of
incorporation (and move the applicable language from Section 488 to Section
209(f)). That change also has the effect of allowing such provisions to be adopted
without the unanimous consent of the members or shareholders.

o Language is being proposed for Section 488 of the Nonprofit Act that would
specifically permit restrictions on the voting powers of individual directors.
There are situations in which a board member of a private foundation may be able
to avoid the inclusion of particular corporate assets in his or her estate (or other
undesirable tax consequences) if the director does not have the authority to
control the disposition of those assets. The new language is intended to assure
that is possible as a matter of corporate law.

. The draft also does not include the changes previously made in Section 106 of the
BCA allowing business entities, as well as individuals, to act as directors.



3. Corporate Distributions. The most fundamental difference
between nonprofit and business corporations is that nonprofit corporations (other than coops) are
generally prohibited from making distributions to their members or shareholders prior to
dissolution. Charities are prohibited, both under state law and under federal tax laws, from
making all distributions to private individuals. These limitations are currently found in Section
301 of the Nonprofit Act. Most of the proposed changes to that section are intended to make it
clearer. An additional exception is being created, however, that would explicitly allow a
nonprofit corporation to make distributions to a parent organization having similar purposes
(without having to call them “donations”). Language was also added specifically extending the
limitations on distributions to payments in connection with mergers and conversions. Similar
language was added to Section 489, requiring that courts consider limitations on distributions in
establishing any monetary damages in connection with derivative actions brought by members or
shareholders.

4. Director Liability. Nonprofit Act allows several different kinds
of provisions in the articles limiting the personal liability of directors and other volunteers.
These include restrictions on liability for monetary damages in actions brought by shareholders
or members comparable to those found in Section 209 of the BCA and provisions for the
“assumption” of liabilities to third parties that do not have any counterparts in the BCA. The
provisions currently in Section 209 of the Nonprofit Act are narrower than the corresponding
language in the BCA in that they only apply to “volunteer directors” and in that they contain an
exception for acts constituting “gross negligence.” (The Nonprofit Act does, however, extend
the protection to “volunteer officers.”) The proposed changes would conform the language in
209 of the Nonprofit Act with that in the BCA, eliminating the requirement that directors (but
not officers) be volunteers and removing the gross negligence exception. No changes are being
proposed in the provisions dealing with third party liabilities.

5. Corporate Reorganizations. Most of the new language being
proposed in the portions of the Nonprofit Act dealing with mergers and dissolutions are similar
to ones already made to the BCA. There are a few differences, however:

a. “Share Exchanges.” The proposed amendments to the
Nonprofit Act do not expressly provide for “share exchanges.” This is not because nonprofit
corporations might not enter into such transactions, but because they might do so without being
aware of the requirements currently in the BCA for approval by the shareholders of the acquiring
corporation. One way a nonprofit membership corporation, such as a trade association or a
church, might acquire a similar organization is by becoming the sole member of the acquired
corporation and allowing the former members of that corporation to join the acquiring
organization. Under the current Nonprofit Act, that transaction, which could be done by
amendment of the articles of the acquired corporation, would likely require the approval of the
members of that corporation, but might not require any action by the members of the acquiring
corporation. Adding provisions for share exchanges would mandate additional approvals on
behalf of the acquiring corporation that could easily be overlooked.

b. Voting on Mergers, Dissolution, etc. The BCA and the
Nonprofit Act currently require approval of mergers, conversions, sales of all or substantially all
assets and dissolution by a vote of a majority of the total shares or members entitled to vote. For



some nonprofit corporations with large memberships, that voting requirement can effectively
prevent those transactions from taking place. Unlike the BCA, Section 611 of the Nonprofit Act
has always allowed article amendments to be approved by a majority of the members or shares
actually voting. The proposed amendments to Nonprofit Act contain language in Sections 703a,
753 and 804 that would allow organizations having more than 20 members or shareholders to
approve mergers, conversions, assets sales, dissolution and renewal of corporate existence by a
similar vote.

c. Assets Sales. Language now in Section 753(1) of the BCA
providing that shareholder approval of assets sales is not required when the corporation “retains a
continuing business activity” is included in the proposed amendments to the Nonprofit Act and
should be very helpful to nonprofit corporations (which might sell a building or another major
asset without discontinuing their functions). Under the BCA, the retention of activities involving
more than 25% of the assets and contributing more than 25% of the revenues of the organization
during the immediately preceding fiscal year are presumed to qualify. Many nonprofit
corporations conduct activities that do not generate income or that are supported wholly or in
part by donations or grants that may not be specifically associated with a particular function.
Therefore, the proposed test under Nonprofit Act is based upon program service expenditures in
addition to revenues.

6. Special Issues for Nonprofit Corporations. There are a number
of changes being proposed that are designed to meet the special needs of nonprofit corporations,
including the following:

a. Voting by Mail and at Polling Places. Some nonprofit
corporations have large memberships that are geographically dispersed or that, for other reasons,
are unlikely to attend formal membership meetings held at a single place or at a single time. For
this reason, some of those organizations currently elect board members and conduct other
business through ballots mailed (or sent by e-mail) to members or shareholders. Other
organizations, especially clubs, set up polling places at which members can cast ballots during
specified periods.

Voting by mail or at polls may be a sensible method to secure widespread participation
by members or shareholders, but neither procedure is directly authorized by the current
Nonprofit Act. While it may be possible to comply with the present law by characterizing the
ballots as proxies or as written consent resolutions, this can be awkward and many organizations
do not, in fact, observe all the technicalities necessary to be in full compliance with the statute.
Therefore, the proposed amendments include new Sections 408 and 409 allowing nonprofit
corporations to provide in their articles or bylaws for membership voting by regular mail, e-mail
or at polls. The proposal also addresses related practical issues, such as procedures for placing
items on the ballots, record dates and deadlines for receiving ballots.

b. “Master Indenture” Financings. Health systems often
financing their activities through tax-exempt or taxable bonds issued under “master trust
indentures” that obligate all participating entities in the corporate group to pay all obligations
issued under the master indenture. Since these arrangements may require a Michigan nonprofit
corporation to discharge indebtedness issued on behalf of an organization in another state (from



which it has received no direct benefit), additional language empowering Michigan nonprofit
corporations to incur joint indebtedness and give guarantees has been included in Section 251 of
the proposed amendments.

c. Corporate Practice of Medicine and Other Professions.
In the past, there has been active debate about the question of whether nonprofit corporations,
such as hospitals and HMOs, were empowered to employ members of the “learned professions,”
particularly physicians. This debate was conducted, in part, on substantive issues of health care
policy and, in part, on technical readings of the Nonprofit Act. The Attorney General issued a
ruling (No. 6770) in 1993 finding that nonprofit corporations (but not business corporations)
have this right under existing law. The proposed amendments include language in Section 251
that would make this holding an explicit part of the statute. It should be noted that the practice of
law by corporations is governed by a separate statute (MCL 450.681) and is not intended to be
affected by the proposed amendments.

d. Informal Activities. Some nonprofit corporations hold
membership meetings at which no formal corporate business is conducted (for purposes that
might include informing members of a trade association about the organization’s legislative
agenda or informing members of a garden club about how best to cultivate roses). Many also use
committees in carrying out their functions that do not exercise powers of the board and that
include employees and other individuals who are not directors. Sections 404 and 527 of the
proposed amendments contain language specifically allowing such activities.

e. Incorporation of Churches under the Nonprofit Act.
While it may not be obvious at first reading, language in Section 251(1) of the proposed
amendments would give many churches the option of incorporating directly under the Nonprofit
Act instead of under the unrepealed provisions of the General Corporation Act applicable to
“ecclesiastical corporations” or under separate statutes designed for churches of particular
denominations. The statutes specifically for churches tend to assume that they are controlled by
their congregations. Since not all churches use that model, incorporation under the Nonprofit
Act would provide other alternatives.

f. Solicitation of Donations. Section 1012 of the proposed
amendments specifically indicates that soliciting contributions in Michigan that are paid to a
foreign corporation located outside the state does not require the organization to qualify to do
business here. This provision is not, however, intended to exempt an out-of-state charity from
requirements that it obtain a solicitation license from the Department of Attorney General or
from other regulation.

III.  Related Legislation.

1. Dissolution of Charitable Purpose Corporations. There is a 1965
statute providing for the involvement of the Department of Attorney General in the dissolution of
corporations formed for charitable purposes. The Department has, for many years, taken the
position that mergers of charitable corporations are also subject to its approval under this statute.
From the point of view of charitable organizations, it is better that a merger or conversion not be
characterized as a “dissolution,” since that could affect its eligibility to receive outstanding



bequests or impair title to its assets. The proposed bill provides for the continuing regulation of
mergers (and of the conversion of charitable corporations to business corporation or professional
service corporations) by the Department without characterizing those transactions as
“dissolutions.” The draft legislation incorporates other language changes suggested by the

Department.

2. LLC Act. A change in the definition of “corporation” in the LLC statute
has been prepared so that it is clear that nonprofit corporations can participate in mergers and
conversions with LLCs.

Comments and questions about the proposed legislation, including additional matters that
might be included, are still very welcome.

JF.
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March 2012 Draft — .Chapters 1 and 2

A bill to amend 1982 PA 162, entitled
“Nonprofit corporation act,”
by amending sections 103, 104, 105, 106, 107, 108, 109, 110, 121, 122, 123, 131, 132, 133, 141,
143, 151, 202, 209, 212, 215, 217, 221, 241, 242, 243, 246, 251, 261, 275, 301, 303, 304, 305,
307, 308, 309, 313, 317, 331, 332, 338, 402, 403, 404, 405, 407, 413, 415, 421, 422, 423, 441,
442, 444, 446, 451, 455, 461, 485, 487, 501, 505, 506, 511, 521, 523, 527, 528, 531, 541, 548,
551, 552, 553, 561, 562, 563, 565, 567, 569, 601, 602, 611, 615, 631, 641, 642, 643, 701, 707,
741, 753, 801, 804, 805, 811, 815, 817, 821, 823, 851, 855, 901, 911, 913, 922, 923, 925, 932,
1001, 1012, 1015, 1016, 1021, 1032, 1035, 1041, 1042, 1051, 1060, 1104, 1107, 1145, and 1162
(MCL 450.2103, 450.2104, 450.2105, 450.2106, 450.2107, 450.2108, 450.2109, 450.2110,
450.2121, 450.2122, 450.2123, 450.2131, 450.2132, 450.2133, 450.2141, 450.2143, 450.2151,
450.2202, 450.2209, 450.2212, 450.2215, 450.2217, 450.2221, 450.2241, 450.2242, 450.2243,
450.2246, 450.2251, 450.2261, 450.2275, 450.2301, 450.2303, 450.2304, 450.2305, 450.2307,
450.2308, 450.2309, 450.2313, 450.2317, 450.2331, 450.2332, 450.2338, 450.2402, 450.2403,

450.2404, 450.2405, 450.2407, 450.2413, 450.2415, 450.2421, 450.2422, 450.2423, 450.2441,



450.2442, 450.2444, 450.2446, 450.2451, 450.2455, 450.2461, 450.2485, 450.2487, 450.2501,
450.2505, 450.2506, 450.2511, 450.2521, 450.2523, 450.2527, 450.2528, 450.2531, 450.2541,
450.2548, 450.2551, 450.2552, 450.2553, 450.2561, 450.2562, 450.2563, 450.2565, 450.2567,
450.2569, 450.2601, 450.2602, 450.2611, 450.2615, 450.2631, 450.2641, 450.2642, 450.2643,
450.2701, 450.2707, 450.2741, 450.2753, 450.2801, 450.2804, 450.2805, 450.2811, 450.2815,
450.2817, 450.2821, 450.2823, 450.2851, 450.2855, 450.901, 450.2911, 450.2913, 450.2922,
450.2923, 450.2925, 450.2932, 450.3001, 450.3012, 450.3015, 450.3016, 450.3021, 450.3032,
450.3035, 450.3041, 450.3042, 450.3051, 450.3060, 450.3104, 450.3107, 450.3145, and
450.3162), section 108 as amended by 1993 PA 129, 1990 PA 39 and 1987 PA 170, section 110
as amended by 1990 PA 39 and 1987 PA 170, section 123 as amended by 1990 PA 39, section
131 as amended by 1992 PA 198, section 209 as amended by 1996 PA 397, 1993 PA 129, 1990
PA 39 and 1987 PA 170, section 541 as amended by 1987 PA 170, sections 561, 562, 563, 565
and 569 as amended by 1993 PA 129 and 1987 PA 170, section 567 as amended by 1993 PA
129, section 611 as amended and sections 1104, 1107, 1145 and 1162 as added by 1984 PA 209,
section 911 as amended by 1996 PA 84, section 1060 as amended by 2003 PA 107 and 1984 PA
209, by adding sections 303a, 303b, 303¢c, 303d, 314, 336, 341a, 343, 344, 345, 392, 406, 408,
409, 412, 432, 447a, 466, 467, 468, 472, 473, 488, 489, 491a, 492a, 493a, 494, 495, 496, 497,
514, 515a, 545a, 564a, 564b, 564c¢, 571, 703a, 706, 711, 712, 713, 724, 735, 736a, 745, 746, 751,
754, 841a, 842a, 1013 and 1056, and to repeal acts and parts of acts.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 103. This act shall be liberally construed and applied to promote its underlying
purposes and policies which include all of the following:

(a) To simplify, clarify, and modernize the law governing nonprofit corporations.



(b) To provide a general corporate form for the conduct or promotion of lawful
nonprofit activities or purposes with variations and modifications from the form as interested
parties in any corporation may agree upon, subject only to overriding interests of this state and of
third parties.

Sec. 104. The definitions contained in sections 105 to 110 shall control -enly-in- the
interpretation of this act, unless the context otherwise requires.

Sec. 105. (1) "Administrator" means the -directer- chief officer of -commerce- the
department or -the-head- of any other agency or department authorized by law to administer this
act, or -a his or her designated representative -ef-that-persen- .

(2) "Articles of incorporation” includes any of the following:

(a) -the- The original articles of incorporation or any other instrument filed or issued
under any statute to organize a domestic or foreign corporation, as amended, supplemented, or
restated by certificates of amendment, merger, or consolidation, or other certificates or
instruments filed or issued under any statute. —ex

(b) -& A special act or charter creating a domestic or foreign corporation, as amended,

supplemented, or restated.

(3) 44> "Authorized shares" means shares of all classes that a corporation is authorized

to issue.



(4) “Ballot” means an instrument in written or electronic form designed to record
the vote or votes of shareholders or members under section 408 or section 409 or at a
meeting of the shareholders or members.

(5) "Board" means the- board of directors or trustees or other governing board of a
corporation.

(6) "Bonds" includes secured and unsecured bonds, debentures and notes.

(7) "Business corporation" or "domestic business corporation" means a corporation for

profit -erganized- formed under the business corporation act SAetNo284-of the Publie-Acts

existing on January 1, 1973 and -theretofore- formed before January 1, 1973 under any other

statute of this state for a purpose for which a corporation for profit may be organized under that
act- statute.

(8) “Business corporation act” means the business corporation act, 1972 PA 284,
MCL 450.1101 to 450.2099.

Sec. 106. (1) “Charitable purpose corporation” means a -renprofit- domestic
corporation that meets any of the following:

(a) Is recognized as exempt or qualified for exemption under section 501(c)(3) of the
internal revenue code, 26 USC 501.

(b) Is a corporation whose purposes, structure, or activities are exclusively those that
are described in section 501(c)(3) of the internal revenue code , 26-USC-561-.

(©) Is a corporation organized or held out to be organized exclusively for 1 or more

charitable purposes.



(2) "Corporation" or "domestic corporation" means a nonprofit corporation formed
under this act, or formed under any other statute of this state and subject to this act under
section 121 or 123 or under any other section of this act.

(3) "Department" means the department of licensing and regulatory affairs.

(4) 43y "Director”" means an individual who is a member of the board of a corporation.
The term is synonymous with "trustee” of a corporation or other similar designation. The term
includes a volunteer director.

(5) "Distribution" means a direct or indirect transfer of money or other property,
except the corporation's shares or memberships, or the incurrence of indebtedness by the
corporation to or for the benefit of its shareholders or members in respect to the
corporation's shares or memberships. A distribution otherwise permissible under this act
may be in the form of a dividend, a purchase, redemption or other acquisition of shares or
memberships, an issuance of indebtedness, the conversion of stock or membership in the
corporation to bonds or other indebtedness, or any other declaration or payment to or for
the benefit of the shareholders or members.

(6) 3% "Electronic transmission" or "electronically transmitted" means any form of
communication that meets all of the following:

(a) It does not directly involve the physical transmission of paper.

(b) It creates a record that may be retained and retrieved by the recipient.

(c) It may be directly reproduced in paper form by the recipient through an automated
process.

Sec. 107. (1) "Foreign business corporation” means a corporation for profit -erganized

formed under laws other than the laws of this state, -whieh- that includes in its purposes a



purpose for which a corporation may be -etganized- formed under the business corporation act
(2) "Foreign corporation" means a nonprofit corporation -erganized- formed under laws

other than the laws of this state, -condueting-affairs-in-this-state-for- if its purpose or purposes

are a purpose or purposes for which a corporation may be -erganized- formed under this act.

ofa-debtor’s-business— “Internal revenue code” means the united states internal revenue code, 26
USC. A reference to a section of the internal revenue code includes corresponding provisions of
any subsequent federal tax legislation.

Sec. 108. (1) "Member" means a person having a membership in a corporation in

accordance with the provisions of its articles of incorporation or bylaws.

-3} (2) "Nonprofit corporation" means a corporation incorporated to carry out any

lawful purpose or purposes not involving pecuniary profit or gain for its directors, officers,
shareholders, or members.

- (3) "Person" means an individual, a partnership, a domestic corporation, a
domestic business corporation, a foreign corporation, a foreign business corporation, a
limited liability company, or any other association, corporation, trust, or -any-ether- legal
entity.

45)- (4) "Predecessor act" means an act or part of an act repealed by this act, or any act

or part of any act repealed by an act that this act repeals.



(6) “Private foundations” means a tax exempt corporation described in section
501(c)(3) of the internal revenue code that is classified as a private foundation under
section 509(a) of the internal revenue code.

Sec. 109. (1) "Shareholder' means a person holding shares of a domestic
corporation, foreign corporation, domestic business corporation or foreign business
corporation.

(2) "Shares" means the units unto which interests of shareholders in a domestic
corporation, foreign corporation, domestic business corporation, or foreign business

corporation are divided.

Sec. 110. (1)

shares;but not-outstanding shares— ""Volunteer' means an individual performing services for

a corporation, other than services as a volunteer director, who does not receive
compensation or any other type of consideration for the services other than reimbursement
for expenses actually incurred.

(2) "Volunteer director" means a director who does not receive anything of more than
nominal value from the corporation for serving as a director other than reasonable per diem
compensation and reimbursement for actual, reasonable, and necessary expenses incurred by a
director in his or her capacity as a director.

Sec. 121. (1) Except as otherwise provided in this act or by other law, this act applies to

all of the following:



(a) Every domestic corporation -erganized- formed under this act or under a predecessor
act, for a purpose or purposes for which a corporation might be -organized- formed under this
act.

(b) Every foreign corporation which is authorized to or does conduct affairs in this state
except as otherwise provided in this act or by other statute.

(¢) Any other domestic corporation or foreign corporation not formed under this act to
the extent, if any, provided under section 123 or any other provision of this act or under a
provision of any law governing -saeh- that domestic or foreign corporation.

(2) A corporation -erganized- formed under or subject to a predecessor act is subject to
this act except to the extent that this act conflicts with the articles and bylaws of the corporation
lawfully made -pursuant-to- under the predecessor act. The corporation may amend its articles
and bylaws to bring itself in conformity with this act.

Sec. 122. (1) A reference in any statute of this state to parts of any act -which- that are
repealed by this act is -deemed- considered to be a reference to this act, unless the context

requires otherwise.

(2) The following statutes do not apply to a domestic corporation -as-defined-in-Section

Michigan Compiled-Laws— 1955 PA 156, MCL 450.701 to 450.704.



(3) The uniform fraudulent transfer act, 1998 PA 434, being MCL 566.31 to 566.43,
does not apply to distributions governed by this act.

Sec. 123. (1) Unless otherwise provided in, and to the extent not inconsistent with, the
act under which a corporation is or has been formed, this act applies to a corporation -whieh- that
is or has been -erganized- formed under an act other than this act and not repealed by this act.

(2) A corporation covered by subsection (1) includes, but is not limited to, all of the
following:

(a) A cooperative corporation classified as a nonprofit corporation under section 98 of
1931 PA 327, MCL 450.98.

(b) A secret society or lodge.

(c) A trustee corporation holding property for charitable, religious, benevolent,
educational, or other public benefit purposes.

(d) A church trustee corporation.

(¢) An educational corporation that is organized as a trustee corporation or a nonprofit
corporation.

(f) An ecclesiastical corporation.

(g) A public building corporation.

(h) A street railway under the nonprofit street railway act, 1867 PA 35, MCL 472.1 to
472.31.

(3) Except as provided in section (h), this act does not apply to insurance - or surety
companies, credit unions, savings and loan associations, fraternal benefit societies, railroad,

bridge, or tunnel companies, union depot companies, -ard- or banking corporations.



Sec. 131. (1) A document required or permitted to be filed under this act shall be
submitted by delivering the document to the administrator together with the fees and

accompanying documents required by law. The administrator -may- shall establish -a-preeedure

procedures for accepting delivery of a document submitted under this subsection by facsimile,

by electronic mail, over the internet, or by other electronic transmission. -Hewever;-by

(2) If a document submitted under subsection (1) substantially conforms with the
requirement of this act, the administrator shall endorse upon it the word “filed” with -the
administrater>s- his or her official title and the dates of receipt and of filing, and shall file and
index the document or a reproduction of the document pursuant to the records reproduction act,
1992 PA 116, MCL 24.401 to 24.406, in the-administrator’s- his or her office. If requested at
the time of the delivery of the document to the administrator’s office, the administrator shall
include the hour of filing in the endorsement on the document.

(3) The administrator shall return a copy of a document filed under subsection (2), other
than an annual report, or, at his or her discretion, the original, to the person who submitted the
document for filing. The administrator shall mark the filing date on the copy or original before
returning it or, if the document was submitted by electronic mail or over the internet, may
provide proof of the filing date to the person who submitted the document for filing in another

manner determined by the administrator.
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(4) The records and files of the administrator relating to domestic and foreign
corporations shall be open to reasonable inspection by the public. The administrator may
maintain the records or files either in their original form or in the form of reproductions pursuant
to the records reproduction act, 1992 PA 116, MCL 24.401 to 24.406, and may destroy the
original of the reproduced documents.

(5) The administrator may make -copies- reproductions of any document filed under
this act, or any predecessor act, pursuant to the records reproduction act, 1992 PA 116, MCL
24.401 to 24.406, and may destroy the original of the reproduced documents.

(6) A document filed under subsection (2) if effective at the time it is endorsed unless a
subsequent effective time, not later than 90 days after the date of delivery, is set forth in the
document.

(7) The administrator shall charge 1 of the following nonrefundable fees if expedited
filing of a document by the administrator is requested and the administrator shall retain the
revenue collected under this subsection and the department shall use it to carry out its duties
required by law:

(a) For any filing that a person requests the administrator to complete within 1 hour on
the same day as the day of the request, $1,000.00. The department may establish a deadline by
which a person must submit a request for filing under this subdivision.

(b) For any filing that a person requests the administrator to complete within 2 hours on
the same day as the day of the request, $500.00. The department may establish a deadline by
which a person must submit a request for filing under this subdivision.

(¢) Except for a filing under subdivision (a) or (b), for the filing of any formation or

qualification document that a person requests the administrator to complete on the same day the
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day of the request, $100.00. The department may establish a deadline by which a person must
submit a request for filing under this subdivision.

(d) Except for a filing request under subdivision (a) or (b), for the filing of any other
document concerning an existing domestic corporation or a qualified foreign corporation that a
person requests the administrator to complete on the same day the day of the request, $200.00.
The department may establish a deadline by which a person must submit a request for filing
under this subdivision.

(e) For the filing of any formation or qualification document that a person requests the
administrator to complete within 24 hours of the time the administrator received the request,
$50.00.

(f) For the filing of any other document concerning an existing domestic corporation or a
qualified foreign corporation that a person requests the administrator to complete within 24 hours
of the time the administrator received the request, $100.00.

Sec. 132. (1) A document filed with the administrator shall be in the English language,

except that the corporate name need not be in the English language if written in English letters or

Arabic or Roman numerals
bein the Enelich ] .

(2) A document required or permitted to be filed under this act which is also required by
this act to be executed on behalf of the domestic or foreign corporation - shall be signed -n-ink

by

authorized officer or agent of the domestic or foreign corporation. If the board has not yet
met, the document shall be signed by the incorporator or the majority of incorporators if

there are more than 1. If the domestic or foreign corporation is in the hands of a receiver,
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trustee, or other court appointed officer, the document shall be signed -in-ink- by the fiduciary or
the majority of -them- the fiduciaries, if there are more than 1. The name of a person signing the
document and the capacity in which -the-person- he or she signs - shall be stated beneath or
opposite -the- his or her signature. The document may, but need not, contain any of the
following:

(a) The corporate seal.

(b) An attestation by the secretary or an assistant secretary of the corporation.

(¢) An acknowledgment or proof.

Sec. 133. If a document relating to a domestic or foreign corporation filed with the
administrator under this act is was at the time of filing an inaccurate record of the corporation
action referred to in the document, or was defectively or erroneously executed, or the document
was electronically transmitted and the electronic transmission was defective, the document may
be corrected by filing with the administrator a certificate of correction on behalf of the
corporation. A certificate, entitled "certificate of correction of . . . (correct title of document and
name of corporation)" shall be signed as provided in this act with respect to the document being
corrected and filed with the administrator. The certificate shall set forth the name of the
corporation, the date the document to be corrected was filed by the administrator, the provision
in the document as -corrected-or-eliminated- it should have originally appeared, and if the
execution was defective, the proper execution. The corrected document is effective in its
corrected form as of its original filing date except as to a person who relied upon the inaccurate
portion of the document and was, as a result of the inaccurate portion of the document, adversely

affected by the correction.
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Sec. 141. When, under this act or the articles of incorporation or bylaws of a corporation
or by the terms of an agreement or instrument, a corporation or the board or any committee of
the board may take action after notice to any person or after lapse of a prescribed period of time,
the action may be taken without notice and without lapse of the period of time, if at any time
before or after the action is completed the person entitled to notice or to participate in the action
to be taken or, in case of a shareholder or member, by _the shareholderor-member>s- his or her
attorney-in-fact, submits a signed waiver or a waiver by electronic transmission of the
requirements.

Sec. 143. (1) “When- If a notice of communication is required or permitted by this act to
be given by mail, it shall be mailed, except as otherwise provided in this act, to the person to
whom it is directed at the address designated by _that-persen- him or her for that purpose or, if
none is designated, at -that-persen’s- his or her last known address. The notice or
communication is given when deposited, with postage prepaid, in a post office or official
depository under the exclusive care and custody of the United States postal service. The mailing
shall be registered, certified, or other first-class mail except where otherwise provided in this act.

(2) When a notice is required or permitted by this act to be given in writing, electronic
transmission is written notice.

(3) If a corporation is required or permitted to provide its shareholders or members
with a written notice or other written report, statement, or communications by this act, the
articles of incorporation, or the bylaws, the corporation may provide that notice, report,
statement, or communication to all shareholders or members that share a common address

by delivering 1 copy of it to the common address if all of the following are met:

14



(a) The corporation addresses the notice, report, statement, or communication to
the shareholders or members who share the common address as a group, individually, or in
any other form to which any of those shareholders or members have not objected.

(b) At least 60 days before the first delivery or any delivery to a common address
under this subsection, the corporation gives notice to the shareholders or members who
share that common address that it intends to provide only 1 copy of notices, reports,
statements, or other communications to shareholders or members that share a common
address.

(¢) The corporation has not received a written objection from any shareholder or
member that shares a common address to deliveries under this subsection to that
shareholder or member. If it receives a written objection under this subdivision, the
corporation within 30 days shall begin providing the objecting shareholder or member
with separate copies of any notices, reports, statements, or communications to the
shareholders or members, but the corporation may deliver 1 copy of the notices, reports,
statements, or communications to all of the shareholders or members at that common
address that have not objected.

(4) 3) When a notice or communication is permitted by this act to be transmitted
electronically, the notice or communication is given when electronically transmitted to the
person entitled to the notice or communication in a manner authorized by the person.

(5) As used in subsection (3), “address” means a street address, post office box,
electronic mail address for electronic transmissions by electronic mail, or telephone

facsimile number for electronic transmissions by facsimile.
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Sec. 151. (1) If the administrator -refases- fails to promptly file a document, other than
an annual report, submitted for filing under this act, the administrator shall within 10 days after
receipt from the-person-submitting-the-document-forfiling- of a written request -for-the-filing-of
to file the document from the person submitting the document for filing give written notice of
the refusal to file the document to that person, specifying the reasons for the refusal to file the
document. If the document was not originally submitted by electronic transmission, the
administrator shall not give the written notice by electronic transmission. The person may seek
judicial review of the refusal to file the document pursuant to sections 103, 104, and 106 of the
administrative procedures act of 1969, 1969 PA 306, MCL 24.303, 24.304, and 24.306.

(2) If the administrator refuses —orrevokes-the-autherization- to authorize or revokes
the authorization of a foreign corporation to conduct affairs in this state pursuant to this act, the
foreign corporation may seek judicial review pursuant to sections 103, 104, and 106 of the
administrative procedures act of 1969, 1969 PA 306, MCL 24.303, 24.304, and 24.306.

Sec. 202. The articles of incorporation shall contain all of the following:

(a) The name of the corporation.

(b) The purposes for which the corporation is -organized- formed. It -shallnetbe- is not
sufficient to state substantially that the corporation may engage in any activity within the

purposes for which a corporation may be -erganized- formed under this act. -A-eorporation

If a corporation

proposes to organize and operate a school, college or other educational institution
described in section 170 of 1931 PA 327, MCL 450.170, other than a public school academy
under part 6a of the revised school code, 1976 PA 451, MCL 380.501 to 380.507 or an

urban high school academy under part 6¢ of the revised school code, MCL 380.521 to

16



380.529, it shall state its educational purposes in its articles of incorporation and comply

with all requirements of sections 170 to 177 of -AetNe-327-of the Publie- Acts-of193}-as

1931 PA 327,

MCL 450.170 to 450.177.

(c) Inthe-ease-ofa- If the corporation -erganized- is formed on a stock basis, the

aggregate number of shares which the corporation has authority to issue.
(d) Jn-the-ease-ofa- If the corporation -erganized- is formed on a stock basis, and if the
shares are — or are to be — divided into classes, -to-the-extent-that the-designations;numbers;

d+ the designation of each class,

+ the number of shares in each class, < and a statement of the relative rights, preferences and
limitations of the shares of each class, to the extent that the designations, numbers, relative
rights, preferences, and limitations have been determined.

(e) In-the-ease-ofa- If the corporation -erganized- is formed on a nonstock basis, a
description and statement of the value of any assets of the corporation classified as to real and
personal property and the terms of the general scheme of financing the corporation.

(f) Jdnthe-ease-ofa If the corporation -erganized- is formed on a nonstock basis, a
statement that the corporation is -erganized- formed on a membership basis or a statement that

the corporation is -erganized- formed on a directorship basis.

(g) The street address, and the mailing address if different from the street address, of the
corporation's initial registered office and the name of the corporation's initial resident agent at

that address.

(h) The names and addresses of all the incorporators -whether-or-notfewer-than-ath-the

. s the-artic] on201(2)
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(i) The duration of the corporation if other than perpetual.

Sec. 209. (1) The articles of incorporation may contain any provision that is not
inconsistent -eonsistent- with this act and not expressly prohibited by any other statute of
this state, including, but not limited to, any of the following:

(a) A provision -regarding-the- for management of the business and conduct of the
affairs of the corporation, or creating, defining, limiting, or regulating the powers of the
corporation, its directors, officers, members, or shareholders, or a class of directors,

shareholders or members.

(b) A provision that under this act is required or permitted -underthis-aet- to be

inetuded- set forth in the bylaws -ef the-corporation-.

(c) A provision -that-eliminates- eliminating or limiting a director’s or volunteer

officer’s -the-personal liability -efa-velunteerdirector-orvolunteer-officer- to the corporation, its

shareholders, or its members for -menetary- money damages for -a-breach-of-the-director’s-or

officer- any action taken or any failure to take any action as a director or volunteer officer,

except liability for any of the following:

sharehelders;-orits-members— The amount of a financial benefit received by a director or

volunteer officer to which he or she is not entitled.

(it)
knewingvielation-oflaw— Intentional infliction of harm on the corporation, its shareholders
or members.

(iii) A violation of section 551-(-.
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(iv)

benefit— An intentional criminal act.

Limited-liability- A liability imposed under section 497(a).

(d) For a tax-exempt charitable purpose corporation -under-section-501{e)3)-ofthe
internal-revenue-code- , a provision that the corporation assumes all liability to any person other
than the corporation, its shareholders, or its members for all acts or omissions of a volunteer
director occurring on or after January 1, 1988 incurred in the good faith performance of the
volunteer director's duties.

(¢) A provision that -a-nenprofit- the corporation assumes the liability for all acts or
omissions of a volunteer director, volunteer officer, or other volunteer occurring on or after the
effective date of the provision granting limited liability if all of the following are met:

(i) The volunteer was acting or reasonably believed he or she was acting within the scope
of his or her authority.

(i) The volunteer was acting in good faith.

(iii) The volunteer's conduct did not amount to gross negligence or willful and wanton
misconduct.

(iv) The volunteer's conduct was not an intentional tort.

(v) The volunteer's conduct was not a tort arising out of the ownership, maintenance, or

use of a motor vehicle for which tort liability may be imposed as provided in section 3135 of the

insurance code of 1956, -AetNo-218-of the Public-Acts-of 1956, being-seetion-500-3135-of the
Michigan-Compiled-Laws- 1956 PA 218, MCL 500.3135.
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(f) A provision reserving to 1 or more members, shareholders or other persons all
or part of the authority to exercise the corporate powers or to manage the business and
affairs of the corporation, including the resolution of any issue about which there exists a
deadlock among directors, shareholders or members. A provision authorized by this
subsection that limits the discretion or powers of the board shall relieve the directors of,
and impose upon the persons or person in whom the discretion or powers are vested,
liability for acts or omissions imposed by law on directors to the extent that the discretion
or powers of the directors are limited by the provision. The person or persons in whom the
discretion or powers are vested are treated as a director or directors for the purposes of
any limitation or assumption of liability under this section and, except as otherwise
provided in the articles of incorporation or bylaws, have the same rights and obligations
with respect to indemnification as a director or directors.

(2) If the articles of incorporation contain a provision eliminating the liability of a
volunteer director or volunteer officer filed prior to the effective date of the amendatory
act that amended subsection (1) and added this subsection, that provision shall be
considered to eliminate the liability of a director or volunteer officer as provided in
subsection (1)(c).

Sec. 212. (1) The corporate name of a domestic or foreign corporation formed or
existing under or subject to this act shall conform to all of the following:

(a) Shall not contain a word or phrase, or abbreviation or derivative -thereof of a word
or phrase, which indicates or implies that the corporation is -organized- formed for a purpose

other than 1 or more of the purposes permitted by its articles of incorporation.
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name-in-this-state— Shall distinguish the corporate name upon the records in the office of

the administrator from all of the following:

(i) The corporate name of any other domestic corporation or foreign corporation
authorized to conduct affairs in this state.

(i) The corporate name of any domestic business corporation or foreign business
corporation authorized to transact business in this state.

(ii) A corporate name currently reserved, registered, or assumed under this act or
the business corporation act.

(iv) The name of any domestic limited partnership or foreign limited partnership as
filed or registered under the Michigan revised uniform limited partnership act, 1982 PA
213, MCL 449.1101 to 449.2108, or any name currently reserved or assumed under that

act.
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(v) The name of any domestic limited liability company or foreign limited liability
company as filed or registered under the Michigan limited liability company act, 1993 PA
23, MCL 450.4101 to 450.5200, or any name currently reserved or assumed under that act.

(c) Shall not contain a word or phrase, -6t an abbreviation, or derivative thereof of a
word or phrase, the use of which is prohibited or restricted by any other statute of this state,
unless -the- in compliance with that restriction _has been-compiled-with—.

(2) -Whenevesr- If a foreign corporation is unable to obtain a certificate of authority to
conduct affairs in this state because its corporatc name does not comply with the provisions of
subsection (1), 4t the foreign corporation may apply for authority to conduct affairs in this
state by adding to its corporate name in sueh- the application a word, abbreviation, or other
distinctive and distinguishing element, or alternatively, adopting for use in this state an assumed
name otherwise available for use. If in the judgment of the administrator -this-assumed- that
name would comply with the provisions of subsection (1), that subsection shall not be a bar to
the-issuance-to- issuing the foreign corporation of a certificate of authority to conduct affairs in
this state. The certificate issued to the foreign corporation shall be issued in -this-assumed- the
name applied for and the foreign corporation shall use -this- that name in all its dealings with

the administrator and in the conduct of its affairs in this state.

(3) A charitable purpose corporation %,ee;p%a{ed—fer—ehepafpes%eﬁ%ﬁﬂﬁg—aﬂd

intoract DI‘]III\G“1/\Y\0] oharmt
Herest-eaucatioa vt

use the -name-foundation- word “foundation” in its corporate name or in an assumed name.
This subsection shall not prohibit a corporation from continuing to use the word

“foundation” in its corporate name or in an assumed name if the corporation was in
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existence and used the word “foundation” in it corporate name or in an assumed name
before the effective date of the amendatory act that amended this subsection.

(4) The fact that a corporation complies with this section does not create
substantive rights to use of a corporate name.

Sec. 215. (1) A person may reserve the right to use of a corporate name by executing
and filing an application to reserve the name. If the administrator finds that the name is available
for corporate use, -the-administrater- he or she shall reserve it for exclusive use of the applicant

for a period expiring at the end of the fourth- sixth full calendar month following the month in

which the application is filed.

(2) -3y The right to exclusive use of a corporate name -se—reserved under subsection
(1) may be transferred to another person by filing a notice of the transfer, executed by the
applicant for whom the name was reserved, and stating the name and address of the transferee.

Sec. 217. (1) Except as otherwise -prohibited-bytaws- provided in section 212, a

domestic or foreign corporation may conduct its affairs under any assumed name or names other

filing a certificate stating the true name of the corporation and the assumed name under which its
affairs are to be conducted. -The- A certificate -shall- of assumed name is -be- effective, unless
sooner terminated by -the- filing -of a certificate of termination or by the dissolution or
withdrawal of the corporation, for a period expiring on December 31 of the fifth full calendar

year following the year in which it was filed. ¥ The certificate of assumed name may be

23



extended for additional consecutive periods of 5 full calendar years each by -the- filing -of
similar certificates not earlier than 90 days preceding the expiration of -any-saeh- the initial or a
subsequent 5-year period. The administrator shall notify the corporation of the impending
expiration of the certificate of assumed name -#e- not later than 90 days before the expiration of
the initial or a subsequent 5-year period -will-expire-. —Fhis- A certificate of assumed name
filed under this section does not create substantive rights to the use of a particular assumed
name.

(2) Two or more corporations, or by 1 or more corporations and 1 or more business
corporations, limited partnerships, limited liability companies or other enterprises
participating together in a partnership or joint venture may assume the same name. Each
participant corporation shall file a certificate under this section.

(3) A corporation participating in a merger, or any other entity participating in a
merger under section 735 or 736a, may transfer to the surviving entity the use of an
assumed name for which a certificate of assumed name is on file with the administrator
before the merger, if the transfer is noted in the certificate of merger as provided in section
707(1)(f), 712(1)(c), or 736a(3)(f), or other applicable statute. The use of an assumed name
transferred under this subsection may continue for the remaining effective period of the
certificate of assumed name on file before the merger, and the surviving entity may
terminate or extend the certificate of assumed name in accordance with subsection (1).

(4) A corporation surviving a merger may use as an assumed name the corporate
name of a merging corporation, or the name of any other entity participating in the merger
under section 735 or 736a, by filing a certificate of assumed name under subsection (1) or

by providing for the use of the name as an assumed name in the certificate of merger. The
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surviving corporation also may file a certificate of assumed name under subsection (1) or
provide in the certificate of merger for the use as an assumed name of an assumed name of
a merging entity not transferred under subsection (3). A provision in the certificate of
merger under this subsection shall be treated as a new certificate of assumed name.

(5) A business organization into which a corporation has converted under section
745 may use an assumed name of the converting corporation, if the corporation has a
certificate of assumed name for that assumed name on file with the administrator before
the conversion, by providing for the use of the name as an assumed name in the certificate
of conversion. The use of an assumed name under this subsection may continue for the
remaining effective period of the certificate of assumed name on file before the conversion,
and the surviving business organization may terminate or extend the certificate of assumed
name in the manner described in subsection (1).

(6) A corporation into which 1 or more business organizations have converted
under section 746 may use as an assumed name the name of any business organization
converting into that corporation, or use as an assumed name an assumed name of that
business organization, by filing a certificate of assumed name under subsection (1) or by
providing for the use of that name or assumed name as an assumed name of the
corporation in the certificate of conversion. A provision in the certificate of conversion
under this subsection shall be treated as a new certificate of assumed name.

Sec. 221. The corporate existence of a corporation shall begin on the effective date of
the articles of incorporation as provided in section 131. Filing of the articles of incorporation

is conclusive evidence that all conditions precedent required to be performed under this act have
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been fulfilled and that the corporation has been -organized- formed under this act, except in an
action or special proceeding by the attorney general.

Sec. 241. Each domestic corporation and each foreign corporation authorized to conduct
affairs in this state shall have and continuously maintain in this state both of the following:

(a) A registered office _whieh- that may be the same as its place of business.

(b) A resident agent, —which-agent may-be-either-an- Any of the following may serve
as resident agent:

() An individual resident in this state whose business office or residence is identical
with the -corperation's- registered office, =&

(ii) A domestic corporation, -0t a domestic business corporation, -e¢- a foreign
corporation, -et- a foreign business corporation, a limited liability company or other entity, if
it is authorized to conduct affairs or transact business in this state and -haviag- it has a business
office identical with the -cerperation’s- registered office.

Sec. 242. (1) A domestic corporation or a foreign corporation authorized to conduct
affairs in this state may change its registered office or change its resident agent, or both, upon
filing a statement with the department. ~-which- The statement may be executed by any of
the individuals set forth in section 132 or by the secretary or assistant secretary of the corporation
—settingforth- . The statement shall provide all of the following information:

(a) The corporate name -of the-corporation- .

(b) The street address of _its-then- the corporation's registered office at the time of

filing, and its mailing address if different from its street address.
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(¢) If the address of -its- the corporation's registered office is changed, the street address
and the mailing address, if different from the street address, to which the registered office is to be
changed.

(d) The name of -its-then- the corporation's resident agent at the time of filing.

(¢) If -its- the corporation's resident agent is changed, the name of its successor resident
agent.

(f) That the address of -its- the corporation's registered office and the address -of-the
business-effice- of its resident agent, as changed, will be identical.

(g) That -saeh- the change was authorized by resolution duly adopted by -its- the
corporation's board, or, if no board has been appointed, by the incorporators.

(2) If a resident agent changes its business or residence address to another place
within this state, the resident agent may change the address of the registered office of any
domestic or foreign corporation of which the person is a resident agent by filing a
statement as required in subsection (1), except, the statement need only be signed by the
resident agent, need not be responsive to subsection (1)(e) or (g), and shall recite that a
copy of the statement has been mailed to the corporation.

Sec. 243. A resident agent of a domestic or foreign corporation may resign by filing a
written notice of resignation with the president or a -viee-president- vice president of the
corporation and with the administrator. ~Fhe- A corporation shall promptly appoint a successor

resident agent after is resident agent has resigned. The appointment of -the- a resigning

resident agent -t

successor is appointed or 30 days after receipt of the notice by the administrator, whichever
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first occurs. When the resignation becomes effective under this section, the business or
residence address of the resigned agent is no longer the registered office of the corporation.

Sec. 246. (1) The resident agent -5~ appointed by a corporation is an agent of the
corporation upon whom any process, notice, or demand required or permitted by law to be
served upon the corporation may be served.

(2) A person, whether a resident or nonresident of this state, “by-acceptanee-of- who
accepts election, appointment, or employment as a director or officer of a corporation -erganized
formed under this act or in existence on the effective date of this act, by -sueh- the acceptance is
held to have appointed the resident agent of the corporation as -the-persen’s- his or her agent
upon whom process may be served while -the-person- he or she is a director or officer, in any
action commenced in a court of general jurisdiction in this state, arising out of or founded upon
any action of -sueh-& the domestic corporation or of -sueh- a person as a director or officer of the
domestic corporation. Upon accepting service of process, the resident agent shall promptly
forward it to the director or officer at the _director-or-officer's- his or her last known address.

Sec 251 1 Eyvecent i racred by lau to-dncarpnorate-y ar_anathetrstatite-o
. . EXCOPT I Tour et W O-ICorpoatt—Hinuvt AROTHET = 5tattivro

a A corporation may be formed under this act for any lawful purposes not involving pecuniary
gain or profit for its officers, directors, shareholders, or members, other than a purpose for
which a corporation may be formed under any other statute of this state where that statute
expressly prohibits formation under this act.

(2) In time of war or other national emergency, a corporation may -conduct- take any
lawful -activity- action to provide aid, including any business activity, -in-aid-thereof;
notwithstanding the purposes set forth in its articles of incorporation, at the request or direction

of a competent governmental authority.
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Sec. 261. (1) A corporation, subject to any limitation provided in this act, in any other
statute of this state, or in its articles of incorporation -er-etherwise-by-taw-, has the power in
furtherance of its corporate purposes to do e any of the following:

(a) Have perpetual duration.

(b) Sue and be sued in all courts and participate in actions and proceedings, judicial,
administrative, arbitrative, or otherwise, in the same manner as a natural person.

(c) Have a corporate seal, -and- alter the seal, and use it by causing it or a facsimile to be
affixed, impressed, or reproduced in any other manner.

(d) Adopt, amend, or repeal bylaws, including emergency bylaws, relating to the
purposes of the corporation, the conduct of its affairs, its rights and powers and the rights and
powers of its shareholders, members, directors, or officers.

(¢) Elect or appoint officers, employees, and other agents of the corporation, prescribe
their duties, fix their compensation and the compensation of directors, and indemnify corporate
directors, officers, employees, and agents.

(f) Purchase, receive, take by grant, gift, devise, bequest, or otherwise, lease, or
otherwise acquire, own, hold, improve, administer, employ, use and otherwise deal in and with,
real or personal property, or an interest in real or personal property, wherever situated, either
absolutely, -o¢ in trust, or as an endowment or donor restricted fund and without limitation as
to amount or value.

(g) Sell, convey, lease, exchange, transfer, or otherwise dispose of, or mortgage or
pledge, or create a security interest in - any of its property - or an interest in the property,

wherever situated.
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(h) Purchase, take, receive, subscribe for, or otherwise acquire, own, hold, vote, employ,
sell, lend, lease, exchange, transfer, or otherwise dispose of, mortgage, pledge, use, and
otherwise deal in and with, bonds and other obligations, shares or other securities or interests or
memberships issued by others, whether engaged in similar or different business, governmental,
or other activities, including banking corporations or trust companies. A corporation organized
or conducting affairs in this state under this act shall not guarantee or become surety upon a bond
or other undertaking securing the deposit of public money.

(i) Make contracts, give guarantees; and incur liabilities, borrow money at -sueh- rates of
interest as the corporation may determine, issue its notes, bonds, and other obligations, and
secure any of its obligations by mortgage or pledge of any of its property or an interest in the
property, wherever situated. Without limiting the preceding, these powers includes the
powers to give guarantees and to incur joint indebtedness which are necessary or
convenient to the conduct, promotion, or attainment of the purposes of any of the following
entities, whether or not subject to this act, which guarantees or joint indebtedness shall be
considered to be in furtherance of the corporate purpose of the contracting corporation:

(i) A corporation, foreign corporation, domestic business corporation or foreign
business corporation, if all of its outstanding shares are owned, directly or indirectly, or all
of the outstanding memberships are owned or controlled, directly or indirectly, by any of
the following:

(a) The contracting corporation.

(b) A directorship corporation, whose directors are all elected or appointed,

directly or indirectly, by the contracting corporation.
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(¢) A domestic or foreign limited liability company, if all of its membership interests
are owned or controlled, directly or indirectly, by the contracting corporation.

(ii) A corporation or foreign corporation that owns or controls, directly or
indirectly, all of the outstanding shares of the contracting corporation; or that owns or
controls, directly or indirectly, all of the outstanding membership interests of the
contracting corporation; or that elects or appoints, directly or indirectly, all of the
directors of the contracting directorship corporation.

(iii) A corporation, foreign corporation, domestic business corporation or foreign
business corporation if all of its outstanding shares are owned or controlled, directly or
indirectly, or all of its outstanding memberships are owned or controlled, directly or
indirectly, by an affiliate; or a directorship corporation, if all of its directors are elected or
appointed, directly or indirectly, by an affiliate; or a domestic or foreign limited liability
company if all its outstanding membership interests are owned or controlled, directly or
indirectly, by an affiliate. As used in this subsection, “affiliate” means a nonprofit
corporation, whether or not subject to this act, or a foreign corporation, that owns or
controls, directly or indirectly, all of the outstanding shares of the contracting corporation;
or that owns or controls, directly or indirectly, all of the outstanding memberships of the
contracting corporation; or that elects or appoints, directly of indirectly, all of the directors
of the contracting corporation if it is a directorship corporation.

(j) Lend money, invest and reinvest its funds, and take and hold real and personal
property as security for the payment of funds loaned, -et- invested or reinvested.

(k) Make donations for any of the following: the public welfare -erfor- ; a community

fund - or hospital 5 ; or a charitable, educational, scientific, civic, or similar -purpesess-and;
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purpose. A corporation also has the power to provide aid in time of war or other national
emergency -in-aid-of-war-or-other national-emergeney-.

() Pay pensions, establish and carry out pension, profit sharing, savings, thrift, and
other retirement, incentive, and benefit plans, trusts, and provisions for any of its directors,
officers, and employees.

(m) Purchase, receive, take, otherwise acquire, own, hold, sell, lend, exchange, transfer,
otherwise dispose of, pledge, use, and otherwise deal in and with its own shares, bonds, and
other securities.

(n) Participate with others in any domestic corporation, foreign corporation, domestic
business corporation, foreign business corporation, partnership, limited partnership, limited
liability company, limited liability partnership, joint venture, or other association of any kind,
or -partieipate-with-ethers- in any transaction, undertaking, or agreement that the participating
corporation would have power to conduct by itself, whether or not the participation involves
sharing or delegation of control with or to others.

(0) Cease its corporate activities and dissolve.

(p) Conduct its affairs, carry on its operations, and have offices and exercise the powers
granted by this act in any jurisdiction -within-er-witheut- in or outside the United States, and, in
the case of a corporation the purpose or purposes of which require the transaction of business,
the receipt and payment of money, the care and custody of property, and other incidental
business matters, transact -saeh- that business, receive, collect, and disburse -sueh- that money,
and engage in -sueh- those other incidental business matters as are naturally or properly within

the scope of its articles.
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(q) Have and exercise all powers necessary or convenient to effect any purpose for
which the corporation is formed.

(2) A corporation subject to the uniform prudent management of institutions funds act,
2009 PA 97, MCL 451.921 to 451.931, has all powers granted under both this act and that act.
Howeyver, in the event of an inconsistency between the 2 acts, the uniform prudent management

of institutional funds act, 2009 PA 97, MCL 451.921 to 451.931 controls.

to-be-in-perpetuity—A- If a corporation subject to this act was formed before January 1,

2010, the corporation has perpetual corporate existence. If a corporation was formed after

December 31, 2009, a limitation or term fixed in the articles or in the law under which the

corporation was originally -ineorperated-shall-not-be- formed is not effective after December

31, 2013 unless the corporation -ha

waives

its right to perpetual existence by amending its articles of incorporation to establish a
definite term of existence for the corporation and filing the amendment before January 1,
2014. A corporation may fix a definite term of existence in articles of incorporation filed
after December 31, [2011] and a corporation having perpetual existence may amend its
articles of incorporation to establish a definite term of existence and file the amendment at
any time after December 31, [2011]. This provision shall not be considered to be
inconsistent with the act under which any corporation subject to this act has been formed.
(4) Any nonprofit power corporation that is authorized to furnish electric service may

construct, maintain, and operate its lines along, over, across or under any public places, streets
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and highways, and across or under the waters in this state, with all necessary erections and
fixtures. A nonprofit power corporation may exercise the power of eminent domain, in the
manner provided by the uniform condemnation procedures act, 1980 PA 87, MCL 213.51 to
213.75. As a condition to the exercise of any of these powers, nonprofit corporations are subject
to the jurisdiction of the Michigan public service commission -pursuant-te- under 1909 PA 106,
MCL 460.551 to 460.559, 1919 PA 419, MCL 460.51 to 460.62, and 1939 PA 3, MCL 460.1 to
460.11.

(5) A corporation organized and operating as a public school academy under part
6a of the revised school code, 1976 PA 451, MCL 380.501 to 380.507, or as an urban high
school academy under part 6¢ of the revised school code, 1976 PA 451, MCL 380.521 to
380.529, is a public body corporate and a governmental agency and shall have all powers
granted under this act and under the revised school code, 1976 PA 451, MCL 380.1 to
380.1853. However, in the event of an inconsistency between this act and 1976 PA 451,
MCL 380.1 to 380.1853, 1976 PA 451, MCL 380.1 to 380.1853 shall control.

(6) Subject to the limitations on the practice of law by corporations contained in
1917 PA 354, MCL 450.681, a domestic corporation may be formed and a foreign
corporation may be authorized to conduct affairs in this state for the purpose of providing
professional services which may only be performed by one or more of the learned
professions and may employ and enter into other arrangements with duly licensed or
authorized individuals who shall furnish those services on behalf of the corporation.

(7) Except as provided in section 209(1)(d) or section 209(1)(e), any duly licensed or
authorized individual employed by a corporation described in subsection (6) is personally

and fully liable and accountable for any negligent or wrongful acts or misconduct
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committed by him or her, or by any individual under his or her direct supervision and
control, while rendering professional services on behalf of the corporation to the person for
whom such professional services were being rendered. However, the corporation
employing that duly licensed or authorized individual may indemnify him or her for any
resulting liabilities and expenses as provided in this act and under other applicable law.

(8) A domestic or foreign corporation formed for religious purposes may own and
operate 1 or more cemeteries.

Sec. 275. A domestic corporation or foreign corporation, whether or not formed at the
request of a lender or in furtherance of a business enterprise, may by agreement in writing,
and not otherwise, agree to pay a rate of interest in excess of the legal rate and -in-such-ease- the

defense of usury -is- shall be prohibited.

DET01\889988.3
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March 2012 Draft — Chapters 3 and 4.

Sec. 301. (1) A payment or distribution of any part of the assets, income, or profitof a
corporation shall be _in-conformity-with- conform to the purposes of the corporation.

(2) A corporation may confer benefits on its shareholders or members -in-conformity
with- that conform to the purposes of the corporation.

(3) A corporation shall not make a direct or indirect transfer of money or other
property or incur indebtedness to or for the benefit of its directors or officers without
adequate consideration. The preceding shall not prevent a corporation from paying
compensation to its directors and officers in reasonable amounts for services rendered to
the corporation or from entering into transactions with officers and directors in
accordance with sections 545a and 548.

(4) 43 A corporation shall not pay dividends or -distribute- make distributions of any
part of its assets, income, or profit to its shareholders + or members —directors;-or-officers
except as follows:

(a) A corporation may pay compensation in -&- reasonable -amount amounts to
shareholders — or members —directors;-or-officers- for services rendered to the corporation.

(b) _gﬁeﬂé&ssekmea—as—pe%mﬁ%eé-by‘%ﬁe%—a’ If a corporation dissolves, the
corporation may make distributions of assets, other than assets held for charitable purposes, to
shareholders or members as permitted by this act and the corporation may distribute assets
held for charitable purposes to 1 or more member or shareholder domestic corporation,

foreign corporations, trusts or similar entities organized and operated exclusively for
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charitable purposes not inconsistent with the charitable purposes for which the corporation
holds the assets.

(¢) The articles of incorporation or bylaws of a corporation whose lawful purposes
include providing a benefit to its member or shareholder corporation may provide that the
corporation may pay dividends or distribute its income or profit to its member or shareholder

corporation.

(d) -As-permitted-in-subsection(4)- A corporation whose lawful purposes include

selling services or products to its shareholders or members may make distributions of
profit to its shareholders or members, if both of the following are met:

(i) The profit is derived solely from the charging of fees or prices to its shareholders
or members for its services or products.

(ii) The profit is distributed to the shareholders or members on the basis of, or in
proportion to, the fees or prices paid by the shareholders or members to the corporation

for its services or products.

corporation may make distributions to shareholders or members that are domestic or
foreign corporations, trusts or similar entities organized and operated exclusively for
charitable purposes not inconsistent with the purposes of the corporation.

(f) A corporation may make distributions to shareholders or members that are
domestic corporations or foreign corporations organized and operated exclusively for
purposes consistent with the purposes of the corporation.

(2) A corporation may make distributions of stock or memberships in another

domestic or foreign corporation to its shareholders or members if its shareholders or
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members will have no greater rights to receive distributions from the domestic corporation
or foreign corporation whose stock or memberships are being distributed than the
shareholders or members have with respect to the corporation making the distribution.

(5) 4> A corporation whose lawful activities include the charging of fees or prices for
its services or products may receive the income and may make a profit as a result of its receipt.

Al Except as authorized in subsections (2), (3) and (4), the corporation shall apply all such

resulting profit -shall-be-applied- to the maintenance, expansion, or operation of the lawful

(6) €5)- This act shall not be -deemed-to-permit- interpreted in a way that permits

assets held by a corporation for charitable purposes to be used, conveyed or distributed for

noncharitable purposes.

Sec. 303. (1) A corporation organized -#pes- on a stock basis may issue the number of

shares authorized in its articles of incorporation. -Exeept-as-otherwise-provided-in-this-actthe

shareholders-of the-corporation— All of the following apply to shares issued by the

corporation:

(a) The shares may be all of 1 class or may be divided into 2 or more classes. Each

class shall consist of shares having the designations and relative voting, distribution,
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(e) 4~ Except as otherwise provided by the articles or bylaws, shares of stock shall-net
be- are not transferable and shall be canceled upon the death or resignation of the owner of the
shares.

(f) Any of the voting, distribution, liquidation, or other rights, preferences, or
limitations of a class may be made dependent upon facts or events ascertainable outside of
the articles of incorporation or the bylaws, if the manner in which the facts of events
operate on the rights, preferences, or imitations is set forth in the articles of incorporation
or the bylaws.

(2) 5> A corporation may adopt rules of qualification and government of its
shareholders pursuant to its articles and bylaws. Adopted rules shall be reasonable, germane to
the purposes of the corporation, and equally enforced as to all shareholders of the same class. A
corporation may provide for the cancellation of the stock of a shareholder who fails to comply
with adopted rules without liability for an accounting.

Sec. 303a. The board of a corporation organized on a stock basis by resolution may
adopt and file an amendment of the articles of incorporation deleting any reference to par
value.

Sec. 303b. (1) If provided in the articles of incorporation, and subject to the
restrictions in sections 301 and 303¢, a corporation may issue shares convertible at the
option of the holder or the corporation or upon the happening of a specified event, into
shares of any class or into bonds. A corporation may convert shares into bonds only if the

corporation could at the time of conversion have purchased, redeemed, or otherwise
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acquired the shares by issuing the bonds under the restrictions of section 345. Authorized
shares, issued or unissued, may be made convertible as provided in this subsection within
the period and upon terms and conditions authorized in the articles of incorporation.

(2) Unless otherwise provided in the articles of incorporation, and subject to the
restrictions in sections 301 and 303c, a corporation may issue bonds convertible at the
option of the holder into other bonds or into shares of the corporation within the period
and upon terms and conditions as fixed by the board.

(3) If the shareholders approve the issue of bonds or shares convertible into shares
of the corporation, the approval may provide that the board is authorized by amendment
of the articles of incorporation to increase the authorized shares of any class to the number
that will be sufficient, when added to the previously authorized but unissued shares of the
class, to satisfy the conversion privileges of any bonds or shares convertible into shares of
the class.

303c. (1) A corporation shall not issue bonds convertible into shares or shares
convertible into other shares of a corporation unless 1 of the following conditions is
satisfied:

(a) A sufficient number of authorized but unissued shares of the appropriate class
are reserved by the board to be issued only in satisfaction of the conversion privileges of the
convertible bonds or shares when issued.

(b) The aggregate conversion privileges of the convertible bonds or shares when
issued do not exceed the aggregate of any shares reserved under subdivision (a) and any
additional shares which may be authorized by the board under subsection (3) of section

303b(3).
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(2) The corporation shall cancel, bonds which have been converted. Unless
otherwise provided in the articles of incorporation, shares that have been converted shall
be restored to the status of authorized but unissued shares.

303d. The articles of incorporation may provide for 1 or more classes of shares that
are redeemable, in whole or in part, at the option of the shareholder, or the corporation, or
if a specified event occurs. Subject to restrictions imposed in sections 301 and 345, the
shares may be redeemable in cash, bonds, securities, or other property at prices, within the
periods, and under conditions stated in the articles of incorporation.

Sec. 304. Except as otherwise provided in this act, the articles of incorporation or bylaws
of a corporation organized -upes- on a membership basis may prescribe the number, voting
rights, qualifications, liquidation rights, preferences, and limitations, and other rights,
preferences, and limitations of or upon the members of the corporation.

(2) A corporation organized -upes- on a membership basis may have 1 or more classes of
members. Except as otherwise provided in this act, any provisions for classes of members and
the relative number, voting rights, qualifications, liquidation rights, preferences, and limitations,
and other rights, preferences and limitation of or upon such class shall be set forth in the articles
of incorporation or the bylaws. Each member of any class of members shall have equal rights
with all members of that class.

(3) -Baeh- Except as provided in the articles of incorporation or bylaws, each
member of a corporation, regardless of class, shall be entitled to 1 vote on each matter submitted
to a vote of members, unless the articles of incorporation or bylaws deny, limit, or otherwise
prescribe the voting rights of any class of members. The members of each affected class of

members of a corporation organized on a membership basis, if any, shall adopt, amend, or
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repeal any bylaw denying, limiting, or otherwise prescribing the voting rights or any class of
members.

(4) Members of a condominium association fermed- organized for the purposes of
administering the affairs of a condominium project are entitled to voting rights designated by the
master deed of the condominium.

(5) The articles of incorporation or the bylaws may provide that members ofa
homeowners or property owner association are entitled to voting rights predicated on the number
of lots owned by each member.

(6) Except as otherwise provided in this act, the articles of incorporation or the bylaws,
membership shall not be transferrable and shall be terminated by death, resignation, expulsion, or
expiration of a term of membership.

(7) A corporation may adopt rules of qualification and government of the members,
including rules of admission to, retention or, and expulsion from members, pursuant to its
articles-and- of incorporation or bylaws. Such rules shall be germane to the purposes of the
corporation, and equally enforced as to all members.

(8) The articles of incorporation of a corporation organized -upes- on a membership
basis may provide that membership -shatt-be- is limited to persons who are members in good
standing in other corporation. The articles of incorporation may provided that the failure to
remain a member in good standing in the other corporation constitutes grounds for expulsion of a
member if the articles of incorporation or bylaws of the corporation prescribe the nature of the
evidence and the procedures for expulsions -which- that shall be followed.

Sec. 305. (1) A corporation organized -upes- on a directorship basis may or may not

have members. If a corporation organized upon a directorship basis has members, the members
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shall not-be- are not entitled to vote on any matter, including but not limited to any action
denying, limiting or otherwise prescribing their rights as members or excluding them from
membership.

(2) Unless the context of a provision of this act otherwise requires, all matters -whiek
that are subject to membership vote or other action in this act in the case of a membership
corporation -shall-be- are subject to duly authorized action by the board of directors of a
directorship corporation.

Sec. 307. (1) A subscription for shares or membership made before or after
organization-of a corporation is formed is not enforceable unless in writing and signed by the
subscriber.

(2) A subscription for shares of or membership in a corporation to be -organized-may
provide-thatit- formed is irrevocable and may be accepted by the corporation for a period of 6
months, unless otherwise provided by the subscription agreement or unless all the
subscribers consent to its revocation.

(3) A contract with a corporation to purchase its shares to be issued -ex-its-treasury-shares
is a subscription agreement and not an executory contract to purchase shares, unless otherwise
provided in the contract.

Sec. 308. (1) Unless otherwise provided in the subscription agreement:

(a) A subscription for shares or for membership made before or after -organization
formation of a corporation 5 shall be paid in full at -sueh- the time, or in sueh installments and at
such- the times, as -shall-be-deternrined-by- the board determines.

(b) A call made by the board for payment on subscriptions shall be ratable as to all

shares or members of the same class.
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(c) A corporation may retain a security interest in any shares or memberships as
security for performance by the subscriber of -the-subseribes™s- his or her obligations under a
subscription agreement and subject to the power of sale or rescission upon default provided in
section 309.

Sec. 309. (1) Jn-ease-of default If a subscriber defaults in payment of an installment
or call or other amount due under a subscription agreement, including an amount ~whiech- that
may become due as a result of a default in performance of any provision thereof-of a
subscription agreement, the corporation has the following rights and duties:

(a) It may collect the amount due in the same manner as any other debt owing to it.

b} If the a corporation is organized on a stock basis and if the articles of
incorporation or bylaws of a corporation ﬁgamzeéﬂﬁ—a—s%ek—baﬁ‘rs‘ permit the transfer of shares
it-may-, the corporation may at any time before full satisfaction of the claim or a judgment,

sell the shares in any reasonable manner consistent with the articles of incorporation and

.‘
Lirgh
5

bylaws. -therewith-at-an) satisfaction-of the-claim-orjudgment therefore- Notice
The corporation shall give notice of the time and place of a public sale or of the time after
which a private sale may behad- occur, -togetherwith-a- and a written statement of the
amount due upon each share, _shall be-given-in-writing- t0 the subscriber personally or by
registered or certified mail at least 20 days before -any-suech the time stated in the notice. -A®y
The corporation shall pay any €Xcess of net proceeds realized over the amount due plus
interest -shall-be-paid- to the subscriber. If the sale is made in good faith, in a reasonable manners;
and -upen-such-notice- after the notice required in this subdivision, the corporation may

recover the difference between the amount due plus interest and the net proceeds of the sale. A

good faith purchaser for value acquires title to the sold shares free of any right of the subscriber
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even -though- if the corporation fails to comply with 1 or more of the requirements of this
subdivision.

(b) e} It may rescind the subscription, with the effect provided in section 310, and
may recover damages for breach of contract. In the case of transferable shares of a corporation
organized -uper- on a stock basis, unless special circumstances show proximate damages of a
different amount, the measure of damages -shal-be- is the difference between the fair market
price- value at the time and place of tender of the shares and the unpaid contract price.
Liquidated damages may be provided for in the subscription agreement. Jn-any-amount-whieh-is
reasonable, including the-difficulties-of proefofloss— A subscription agreement may also
provide for liquidated damages in any reasonable amount. The subscriber may have
restitution of the amount by which the sum of his or her payments exceeds the corporation's
damages for breach of contract, whether fixed by agreement or judgment.

(2) The rights and duties set forth in this section -shall-be-interpreted-as- are cumulative
so far as is consistent with entitling the corporation to a full and single recovery of the amount
due or its damages. -The- A subscription agreement may limit the rights and remedies of the
corporation set forth in this section, and may add to them so far as is consistent with this
subsection.

Sec. 313. (1) Except as otherwise provided in the articles of incorporation or the bylaws,
corporations, foreign corporations, business corporations, foreign business corporations,
limited liability companies, unincorporated associations, and partnerships and any other person,
without limitation, may be a shareholder or member of a corporation.

(2) If a corporation -ex-, foreign corporation, business corporation, or foreign business

corporation is a shareholder or member in a corporation, its officers or directors may serve as a
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director of the corporation of which it is a shareholder or member. A corporation -et-, foreign
corporation, business corporation, foreign business corporation, limited liability company,
unincorporated association, partnership or other person shall possess and exercise all the
rights, powers, privileges and liabilities of individual shareholders or members.

Sec. 314. (1) The powers granted in this section to the board may be reserved to the
shareholders by the articles of incorporation.

(2) The board may authorize shares to be issued by a corporation organized on a
stock basis for no consideration or for consideration consisting of any tangible or intangible
property or benefit to the corporation, including but not limited to cash, promissory notes,
services performed, contracts for services to be performed, or other securities of the
corporation.

(3) A determination by the board that any consideration received or to be received
for shares to be issued is adequate is conclusive insofar as the nature and amount of
consideration for the issuance of shares relates to whether the shares are validly issued,
fully paid, and nonassessable.

(4) When the corporation receives the consideration for which the board authorized

the issuance of shares, the shares issued are fully paid and nonassessable and the

subscriber has all the rights and privileges of a holder of the shares.

purchases shares of a corporation from the corporation or purchases a membership in the
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corporation is not liable to the corporation or its creditors with respect to the shares or
membership except to pay the consideration for the issuance of the shares or membership.

(2) A person holding stock or membership in a fiduciary or representative capacity 1s not
personally liable to the corporation as the holder of or subscriber for shares or membership of a
corporation, but the estate and funds in -the-persen’s- his or her hands arc -se- liable to the
corporation.

(3) A person becoming an assignee, transferee, or pledgee of shares or membership or of
a subscription for shares or membership in good faith and without knowledge or notice that the
full consideration -therefor- has not been paid is not liable to the corporation or its creditors for
any unpaid portion of the consideration, but the original holder or subscriber and any assignee or
transferee before an assignment or transfer to a person taking in good faith and without
knowledge or notice remains liable -therefor- for that amount.

(4) Unless otherwise provided in the articles of incorporation, a shareholder or
member of a corporation is not personally liable for the acts or debts of the corporation
except that he or she may become personally liable by reason of his or her own acts or
conduct.

Sec. 331. Except as provided in section 336, the “The- shares of a corporation shall be

represented by certificates which shall be signed by the chairperson of the board, vice-

chairperson of the board, president- or a vice-president _treasurer-or-other-officer-authorized

by%%klaa@—er—a—resekﬁie&ef—%he-b%fér and which also may be signed by another officer

of the corporation. -and- The corporation may seal the certificate -may-be-sealed- with the

seal of the corporation or a facsimile -thereof- of the seal. The signatures of the officers may be

facsimiles -ifthe-certificate-ts-countersighe
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than-the-corperation-itselfor-its-employee. In-ecase- If an officer who has signed or whose

facsimile signature has been placed upon a certificate ceases to be an officer before the
certificate is issued, it may be issued by the corporation with the same effect as if -the-persen- he
or she were -an- the officer -at- on the date of issue.

Sec. 332. (1) A certificate representing shares shall state -uper- on its face all of the
following:

(a) That the corporation is a nonprofit corporation formed under the laws of this state.

(b) The name of the person to whom issued.

(¢) The number and class of shares which the certificate represents.

(d) A statement that the shares are not transferable, unless the articles or bylaws provide
that shares -shall-be- are transferable, —in-which-ease- If the shares are transferrable, the
certificate shall state any conditions or limitations on transferability of the shares.

(¢) The act under which the corporation was formed.

(2) A certificate representing shares issued by a corporation -whieh- that is authorized to
issue shares of more than 1 class shall set forth on its face or back or state on its face or back
that the corporation will furnish to a shareholder upon request and without charge a full
statement of the designation, relative rights, preferences, and limitations of the shares of each
class the corporation is authorized to -be-issued- issue.

Sec. 336. (1) Unless the articles of incorporation or bylaws provide otherwise, the
board of a corporation may authorize the issuance of some or all of the shares of any or all
of its classes of shares without certificates. The authorization does not affect shares already

represented by certificates until they are surrendered to the corporation.
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(2) Within a reasonable time after the issuance or transfer of shares without
certificates under this section, the corporation shall send the shareholder a written
statement of the information required on certificates under section 332 and, if applicable,

sections 472 and 488.

Sec. 338. (1) A corporation may issue —certificatesfor-fractions-of-a-share-where

or-reorganization whieh-shall-entitle-the-holder- fractions of a share and may do any 1or

more of the following:
(a) Issue certificates for fractions of shares that entitle the holders to exercise voting

rights and receive distributions permitted under section 301 in proportion to their fractional

holdings
{2 (b) -As-an-alternative,a-corporation-ray-pay- Pay in cash the fair value of fractions
of -a-share- shares as of the time when those entitled to receive the fractions are determined.
-3} (c) -As-an-alternative,a-corporation-may-issue- Issue scrip in registered or bearer
form over the manual or facsimile signature of an officer of the corporation or of its agent,
exchangeable as -therein- provided in the scrip for full shares. —but-such- The scrip shall not
entitle the holder to any right of a shareholder except as -therein- provided in the serip. The
scrip shall be issued subject to the condition that is become void if not exchanged for certificates
representing full shares before a specified date. The scrip may be subject to the condition that
the shares for which the scrip is exchangeable may be sold by the corporation and the proceeds
of the sale distributed to the holders of the scrip, or subject to any other condition -which- that

the board may determine.
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-4} (2) A corporation may provide reasonable opportunity for persons entitled to
fractions of a share or scrip to sell them or to purchase additional fractions of a share or scrip
needed to acquire a full share.

Sec. 341a. (1) Unless the articles of incorporation provide otherwise, a corporation
may issue shares pro rata and without consideration to the corporation's shareholders or to
the shareholders of 1 or more classes. An issuance of shares under this subsection is a
share dividend.

(2) A corporation may not issue shares of 1 class as a share dividend in respect of
shares of another class unless the articles authorize the issuance, the issuance is consistent
with the limitations in section 301 and either a majority of the votes entitled to be cast by
the class to be issued approve the issue or there are no outstanding shares of the class to be
issued.

Sec. 343. (1) The shareholders of a corporation organized on a stock basis do not
have a preemptive right to acquire the corporation's unissued shares except to the extent
provided in the articles of incorporation or by agreement between the corporation and 1 or
more shareholders.

(2) A statement included in the articles or an agreement that the corporation elects
to have preemptive rights, or words of similar import, means that the following principles
apply except to the extent the articles of incorporation or agreement expressly provide
otherwise:

(a) The shareholders of the corporation have a preemptive right, granted on

uniform terms and conditions prescribed by the board to provide a fair and reasonable

51



opportunity to exercise the right to acquire proportional amounts of the corporation's
unissued shares if the board decides to issue them.

(b) A shareholder may waive his or her preemptive right. A waiver evidenced by a
writing is irrevocable even though it is not supported by consideration.

(¢) There is no preemptive right with respect to any of the following:

(i) Shares authorized in the articles of incorporation that are issued within 6
months from the effective date of incorporation.

(ii) Shares that were not issued for money.

(d) Holders of shares of any class without general voting rights but with
preferential rights to distributions or assets have no preemptive rights with respect to
shares of any class.

(e) Holders of shares of any class with general voting rights but without preferential
rights to distributions or assets have no preemptive rights with respect to shares of any
class with preferential rights to distributions or assets unless the shares with preferential
rights are convertible into or carry a right to subscribe for or acquire shares without
preferential rights.

(f) Shares subject to preemptive rights that are not acquired by sharcholders may
be issued to any person for a period of 1 year after being offered to shareholders at a
consideration set by the board that is not lower than the consideration set for the exercise
of preemptive rights. An offer at a lower consideration or after the expiration of 1 year is
subject to the shareholders' preemptive rights.

(3) For purposes of this section, ""shares" includes a security convertible into or

carrying a right to subscribe for or acquire shares.
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(4) The preemptive rights, if any, whether created by statute or common law, of
shareholders of a corporation formed before January 1, 1973, are not affected by
subsections (1) and (2). A corporation may alter or abolish its shareholders' preemptive
rights by an amendment of its articles of incorporation.

Sec. 344. (1) Subject to restrictions imposed by this act or the articles of
incorporation, a corporation organized on a stock or membership basis may acquire its
own shares or memberships. Except as provided in subsection (4), those shares or
memberships constitute authorized but unissued shares or memberships.

(2) If the articles prohibit reissue of any shares or memberships acquired pursuant
to subsection (1), the board by resolution shall adopt and file any necessary amendment of
the articles of incorporation reducing the number of authorized shares or memberships
accordingly.

(3) A corporation shall not acquire its own shares or memberships by purchase,
redemption, or otherwise unless after the acquisition there remain outstanding shares or
memberships possessing, collectively, voting rights or unless the articles of incorporation
have been amended to provide that the corporation is organized on a directorship basis
after the acquisition.

(4) A corporation that acquires its own shares or memberships may grant a security
interest in the shares or memberships as security for the payment of the purchase price of
the shares or memberships. Any shares or memberships acquired by the corporation in
which it has granted a security interest are not cancelied and do not constitute authorized
but unissued shares or memberships until the corporation pays the purchase price. Ifa

corporation has granted a security interest in its own shares or memberships, the shares or
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memberships shall not be voted directly or indirectly and shall not be counted in
determining the total number of issued shares or members entitled to vote at any given
time, except to the extent provided by the agreement creating the security interest in the
event of default. When the purchase price is paid, the shares or memberships are canceled
and constitute authorized but unissued shares or memberships. If the articles of
incorporation prohibit reissue of cancelled shares or memberships, then the board by
resolution shall adopt and file any amendment of the articles of incorporation required
under subsection (2).

Sec. 345. (1) A board may authorize and the corporation may make distributions to
its shareholders or members that are permitted in section 301, subject to any restriction in
the articles of incorporation and the limitation in subsection (3).

(2) If the board does not fix the record date for determining shareholders or
members entitled to a distribution, other than a distribution involving a purchase,
redemption, or acquisition of the corporation's shares or memberships, the record date is
the date the board authorizes the distribution.

(3) A corporation shall not make a distribution if after giving it effect the
corporation would not be able to pay its debts as the debts become due in the usual course
of business, or the corporation's total assets would be less than the sum of its total liabilities
plus, unless the articles of incorporation permit otherwise, the amount that would be
needed, if the corporation were to be dissolved at the time of the distribution, to satisfy the
preferential rights upon dissolution of shareholders or members whose preferential rights

are superior to those receiving the distribution.
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(4) The board may base a determination that a distribution is not prohibited under
subsection (3) on financial statements prepared on the basis of accounting practices and
principles that are reasonable in the circumstances, on a fair valuation, or on other method
that is reasonable.

(5) The effect of a distribution under subsection (3) is measured at the following
times:

(a) Except as provided in subsection (7), in the case of distributions by purchase,
redemption, or other acquisition of the corporation's shares or memberships, as of the
earlier of the date money or other property is transferred or debt incurred by the
corporation, or the date the shareholder or member ceases to be a shareholder or member
with respect to the acquired shares or ceases to be a member.

(b) In the case of any other distribution of indebtedness, as of the date the
indebtedness is authorized if distribution occurs within 120 days after the date of
authorization or the date the indebtedness is distributed if it occurs more than 120 days
after the date of authorization.

(¢) In all other cases, as of the date the distribution is authorized if the payment
occurs within 120 days after the date of authorization or the date the payment is made if it
occurs more than 120 days after the date of authorization.

(6) A corporation's indebtedness to a shareholder or member incurred by reason of
a distribution made in accordance with this section is at parity with the corporation's
indebtedness to its general, unsecured creditors, except as otherwise agreed.

(7) If the corporation acquires its shares or memberships in exchange for an

obligation to make future payments, and distribution of an obligation would otherwise be
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prohibited under subsection (3) at the time it is made, the corporation may issue the
obligation and all of the following apply:

(a) The portion of the obligation that could have been distribute without violating
subsection (3) shall be treated as indebtedness as described in subsection (6).

(b) All of the following apply to the portion of the obligation that exceeds the
amount treated as indebtedness under subdivision (a):

(i) At any time prior to the due date of the obligation, payments of principal and
interest may be made as a distribution to the extent that a distribution may then be made
under this section.

(ii) At any time on or after the due date, the obligation to pay principal and interest
is considered distributed and treated as indebtedness described in subsection (6) to the
extent that a distribution may be made at that time under this section.

(iii) Unless otherwise provided in the agreement for the acquisition of the shares,
the obligation is a liability or debt for purposes of determining whether distributions other
than payments on the obligation may be made under this section, except for purposes of
determining whether distributions may be made with respect to shares having preferential
rights superior to those of shares acquired in exchange for the obligation.

(8) The enforceability of a guaranty or other undertaking by a third party relating
to a distribution is not affected by the prohibition of the distribution under subsection (3).

(9) If a claim is made to recover a distribution made contrary to subsection (3) or if
a violation of subsection (3) is raised as a defense to a claim based upon a distribution,
nothing in this section prevents the person receiving the distribution from asserting a right

of rescission or other legal or equitable rights.
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Sec. 392. This chapter shall not apply to distributions in dissolution under chapter

Sec. 402. -An- A corporation shall hold annual meeting of shareholders or members for
clection of directors and for -sueh- any other business -as- that may come before the meeting
shall be held-at-a-time-as-provided- on a date designated in the bylaws, unless -sueh-actionris
taken- the shareholders or members act by written consent as provided in section 407 or by
ballot as provided in section 408 or 409. Failure to hold the annual meeting at the designated
time, or to elect a sufficient number of directors at the meeting or any adjournment of the
meeting, does not affect otherwise valid corporate acts or work a forfeiture or give cause for
dissolution of the corporation, except as provided in section 823. If the annual meeting is not
held on the date designated -therefor- for the meeting , the board shall cause the meeting to be
held as soon thereafter as convenient. If the annual meeting is not held for 90 days after the date
designated -therefor for the meeting , or if no date -has-been- is designated for 15 months after
organization- formation of the corporation or after its last annual meeting, the circuit court for
the county in which the principal place of business or registered office of the corporation is
located, upon application of a shareholder or member, may summarily order the meeting or the
election, or both, 4te-be- held at -saeh- the time and place, upon -sueh- the notice, and for the
transaction of -sueh- the business -as-may-be- designated in the order. At any -such- meeting
ordered to be called by the court, the shareholders or members present in person or by proxy and
having voting powers - constitute a quorum for transaction of the business designated in the
order.

Sec. 403. -A- The Board may call a special meeting of shareholders or members &y

be-called-by-the-board;-or-by- or officers, directors, shareholders, or members may call a special
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meeting as provided in the bylaws. Notwithstanding any -sueh- provision in the bylaws, upon
application of the holders of not less than 10% of all the shares or of not less than 10% of all the
members entitled to vote at a meeting, the circuit court for the county in which the principal
place of business or registered office is located, for good cause shown, may order a special
meeting of shareholders or members te-be- called and held at -sueh- the time and place, upon
such- the notice and for the transaction of -such- the business -as-may-be- designated in the order.
At any -sueh- meeting ordered to be called by the court, the shareholders or members present in
person or by proxy and having voting powers constitute a quorum for transaction of the business
designated in the order.

Sec. 404. (1) Except as otherwise provided in this act, written notice of the time, place,
if any, and purposes of a meeting of shareholders or members shall be given in any of the
following manners:

(a) -By-written-noticergiven-personally- Personally, by mail, or by electronic
transmission, not less than 10 nor more than 60 days before the date of the meeting to each
shareholder or member of record entitled to vote at the meeting.

(b) By including the notice, prominently displayed, in a newspaper or other periodical
regularly published at least semiannually by or on behalf of the corporation and addressed and
mailed, postage prepaid, to -a- each member or shareholder entitled to vote at the meeting not
less than 10 nor more than 60 days before the meeting.

(2) Notice of the purposes of a meeting shall include notice of shareholder or
member proposals that are proper subjects for shareholder or member action and are
intended to be presented by shareholders or members who have notified the corporation in

writing of their intention to present the proposals at the meeting. The bylaws may establish
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reasonable procedures for the submission of proposals to the corporation in advance of the
meeting.

(3) 42> If a meeting of the shareholders or members is adjourned to another time or
place, it is not necessary, unless the bylaws otherwise provide, to given notice of the adjourned
meeting if the time and place to which the meeting is adjourned are announced at the meeting at
which the adjournment is taken. If after the adjournment the board fixes a new record date for
the adjourned meeting, a notice of the adjourned meeting shall be given to each shareholder or
member of record on the new record date entitled to notice under subsection (1).

(4) -3 If a meeting of shareholders or members is adjourned under subsection (2), only
business that might have been transaction at the original meeting may be transacted at the
adjourned meeting if a notice of the adjourned meeting is not given. A shareholder, member,
or proxy holder may be present and vote at the adjourned meeting by a means of remote
communication if he or she was permitted to be present and vote by that means of remote

communication in the original meeting notice.

(5) 44> -Attendance-in-person-ats meeting-of sharehelders-or merabers-person-or vy
proxy;-constitute-a-waiver- A shareholder’s or member’s attendance at a meeting, in person
or by proxy, will result in both of the following:

(a) Waiver of objection to lack of notice or defective notice of the meeting, unless the
shareholder or member at the beginning of the meeting objects to holding the meeting or
transacting business at the meeting.

(b) Waiver of objection to consideration of a particular matter at the meeting that
is not within the purpose or purposes described in the meeting notice, unless the

shareholder or member objects to considering the matter when it is presented.
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(5) If a shareholder, -et- member, or proxy holder is permitted to participate in and vote
at a meeting by remote communication under section 405, the notice described in subsections (1)
shall include a description of the means of remote communication by which a shareholder, -of
member or proxy holder may participate.

(6) This section does not prohibit a corporation from conducting a meeting of its
shareholders or members without notice or with the notice prescribed in the articles of
incorporation or bylaws, if the meeting is for a purpose or purposes that do not involve the
clection of directors or the taking other actions involving control or governance of the
corporation for which a vote of the shareholders or members is required under this act, the

articles of incorporation, the bylaws, or an agreement under Section 488.

lder's-or-members-patticipation- Unless otherwise restricted by the articles of

incorporation or bylaws, a shareholder, member or proxy holder may participate in a
meeting of shareholders or members by a conference telephone or other means of remote
communication -by-whieh- that permits all persons participating in the meeting -may-hear-each
otherifall to communicate with all the other participants. All participants -are- shall be
advised of the means of remote communication in use and the names of the participants in the
meeting-are-divutged- shall be disclosed to all participants.

(2) Participation in a meeting pursuant to this section constitutes presence in person at
the meeting.

(3) Unless otherwise restricted by any provisions of the articles of incorporation or
bylaws, the board of directors may hold a meeting of shareholders or members conducted solely

by means of remote communication.
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(4) Subject to any guidelines and procedures adopted by the board of directors,
shareholders, -o+ members and proxy holders not physically present at a meeting of
shareholders or members may participate in the meeting by means of remote communication and
are considered present in person and may vote at the meeting if all of the following are met:

(a) The corporation implements reasonable measures to verify that each person
considered present and permitted to vote at the meeting by means of remote communication is a
shareholder, e+ member, or proxy holder.

(b) The corporation implements reasonable measures to provide each shareholder, -oF
member, or proxy holder a reasonable opportunity to participate in the meeting and to vote on
matters submitted to the shareholders or members, including an opportunity to read or hear the
proceedings of the meeting substantially concurrently with the proceedings.

(c) If any shareholder, -+ member, or proxy holder votes or takes other action at the
meeting by means of remote communication, a record of the vote or other action is maintained

by the corporation.
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Sec. 406. (1) At each meeting of shareholders or members, a chairperson shall
preside. The chairperson shall be appointed as provided in the bylaws or, in the absence of
a provision in the bylaws, by the board of directors.

(2) Unless the articles of incorporation or bylaws provide otherwise, the

chairperson presiding at a meeting of the shareholders or members shall determine the
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order of business and has the authority to establish rules for the conduct of the meeting.
Any rules adopted for, and the conduct of, the meeting shall be fair to shareholders or
members.

(3) The chairperson of the meeting shall announce at the meeting when the polls
close for each vote of the shareholders or members. If no announcement is made, the polls
shall close on the final adjournment of the meeting. After the polls close, ballots, proxies,
and votes and any revocations or changes to ballots, proxies, or votes, shall not be accepted.

Sec. 407. (1) The articles of incorporation may provide that any action the shareholders
or members are required or permitted by this act to _pe-taken take at an annual or special
meeting _of shareholders-or-members- may be taken without a meeting, without prior notice, and
without a vote, if written consents _ip-writing- , setting forth the action taken, are signed and
dated by the holders of outstanding -steek- shares or members having not less than the minimum
number of votes that would be necessary to authorize or take the action at a meeting at which all
shares or members entitled to vote on the action were present and voted. Prempt The
corporation shall give prompt notice of -the-taking-of the- any corporate action taken without a
meeting by less than unanimous written consent -shatt-be-given- to shareholders or members who
have not consented to the action in writing.

(2) If the shareholders or members take an action -consented-te- by written consent
under -this-section- subsection (1) that would -haverequited- require filing of a certificate
under any other section of this act if the action had been %}pﬁmﬁhﬁéﬂ%ﬁﬂw
taken at a meeting of the shareholders or members, the certificate filed under that other section

shall state, in lieu of any statement required by that section concerning a vote of shareholders or
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members, that both written consent and written notice have been given as provided in -this
section- subsection (1).

(3) Any action the shareholders or members are required or permitted by this act to
be taken- take at an annual or special meeting _of shareholders-or-members- may be taken
without a meeting, without prior notice, and without a vote, if before or after the action all the
shareholders or members entitled to vote on the action consent to the action in writing. If the
shareholders or members take an action by written consent under this subsection that
requires filing of a certificate under any other section of this act if the action had been
taken at a meeting, the certification filed under the other section shall state, in lieu of any
statement required by that section concerning a vote of the shareholders or members, that
written consent has been given as provided in this subsection.

(4) An electronic transmission consenting to an action transmitted by a shareholder, ¢
member, or proxy holder, or by a person authorized to act for the shareholder, ex member, or
proxy holder, is written, signed, and dated for the purposes of this section if the electronic
transmission is delivered with information from which the corporation can determine that the
electronic transmission was transmitted by the shareholder, ex member, or proxy holder, or by a
person authorized to act for the shareholder, et member, or proxy holder, and the date on which
the electronic transmission was transmitted. The date on which an electronic transmission is
transmitted is the date on which the consent was signed for purposes of this section. A consent
given by electronic transmission is not delivered until reproduced in paper form and the paper
form delivered to the corporation by delivery to its registered office in this state, its principal
office in this state, or an officer or agent of the corporation having custody of the book in which

proceedings of meetings of shareholders or members are recorded. Delivery to a corporation's
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registered office shall be made by hand or by certified or registered mail, return receipt
requested. Delivery to a corporation's principal office in this state or to an officer or agent of the
corporation having custody of the book in which proceedings of meetings of shareholders or
members are recorded shall be made by hand, by certified or registered mail, return receipt
requested, or in any other manner provided in the articles of incorporation or bylaws or by
resolution of the board of directors of the corporation.

Sec. 408. (1) A corporation may provide in its articles of incorporation or in bylaws
approved by the shareholders or members that any action the shareholders or members
are required or permitted to take at an annual or special meeting, including the election of
directors, may be taken without a meeting if the corporation provides a ballot to each
shareholder or member entitled to vote on the action in the manner provided in section 404
for providing notice of meetings of shareholders or members. A provision in the articles of
incorporation or bylaws authorizing shareholder or member action by ballot shall not
preclude calling or holding annual or special meetings of shareholders or members.

(2) The ballot provided to shareholders or members under subsection (1) shall meet
all of the following:

(a) Set forth each proposed action.

(b) Provide an opportunity for the shareholders or members to vote for or against
each proposed action.

(¢) Specify a time by which the corporation must receive a ballot in order to be
counted as a vote of the shareholder or member. The time specified shall be not less than
20 or more than 90 days after the date the corporation provides the ballot to the

shareholders or members.

64



(3) An action shall be considered to have been approved by the shareholders or
members by ballot if the total number of shareholders or members voting or the total
number of shareholder or member votes cast in ballots received by the corporation by the
time specified in the ballots equals or exceeds the quorum required to be present at a
meeting taking the action, and the number of favorable votes equals or exceeds the number
of votes that would be required to approve the action at 2 meeting at which the number of
votes cast by shareholders or members present was the same as the number of votes cast by
ballot. Except as otherwise provided in the articles of incorporation, an invalid ballot, an
abstention, or the submission of a ballot marked “abstain” with respect to any action does
not constitute a vote cast on that action.

(4) Except as otherwise provided in the articles of incorporation or bylaws, a
shareholder or member may not revoke a ballot received by the corporation.

(5) Subject to subsection (6), a corporation that provides in its articles of
incorporation or bylaws for shareholder or member action by ballot may establish
procedures enabling shareholders or members or a specified number or percentage of
shareholders or members to include proposed actions in a ballot.

(6) If holders of at least 10% of all the voting shares or of at least 10% of the
member votes submit a proposal for action by the shareholders or members, a corporation
that provides in its articles of incorporation or bylaws for membership action by ballot
shall include a proposed action in a ballot and submit such ballot to the shareholders or
members as provided in this section.

(7) If any other section of this act requires the filing of a certificate with the

department if the action is approved by vote of the shareholders or members at a meeting,
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the action may be approved by ballot under subsection (1) and, in lieu of any statement
required by the section concerning the vote of the shareholders or members at a meeting,
the certificate shall state that the action was approved by ballot under this section.

Sec. 409. (1) A corporation may provide in its articles of incorporation or in bylaws
approved by the shareholders or members that any action the shareholders or members
required or permitted take at an annual or special meeting, including the election of
directors, may be taken without a meeting if the corporation provides a ballot to each
shareholder or member entitled to vote that allows the shareholder or member to vote at a
polling place or at polling places established by the corporation that are reasonably
accessible to the shareholders or members. The corporation shall provide notice to each
shareholder or member entitled to a cast ballot at a shareholder or member vote held at a
polling place or at polling places under this subsection within the same time and in the
same manner provided for notice of meetings of shareholders or members under this act.
The notice shall describe each proposed action to be included on the ballot, the location of
the polling place or places, and the times during which the polling places are to be open. A
provision in the articles of incorporation or bylaws authorizing shareholder or member
action by ballot cast at a polling place or at polling places does not preclude calling or
holding annual or special meetings of shareholders or members.

(2) The ballot to be cast at a polling place shall set forth each proposed action and
provide an opportunity for the shareholders or members to vote for or against the action.

(3) An action shall be considered to have been approved by the shareholders or
members by ballot cast at a polling place or at polling places if the total number of

shareholders or members voting or the total number of votes cast by shareholders or
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members at the polling place or polling places during the period when the polls were open
equals or exceeds the quorum required to be present at a meeting taking the action, and the
number of favorable votes equals or exceeds the number of votes that would be required to
take the action at a meeting at which the number of votes cast by shareholders or members
present was the same as the number of votes cast by ballot. Except as otherwise provided
in the articles of incorporation an invalid ballot, an abstention or the submission of a ballot
marked “abstain” with respect to any action does not constitute a vote cast on that action.

(4) Except as otherwise provided in the articles of incorporation or bylaws, a
shareholder or member may not revoke a ballot cast at a polling place.

(5) Subject to subsection (6), a corporation that provides in its articles of
incorporation or bylaws for shareholder or member action by ballot cast at a polling place
or at polling places may establish procedures enabling shareholders or members or a
specified number or percentage of shareholders or lﬁembers to include proposed actions in
a ballot.

(6) If holders of at least 10% of all the voting shares or of at least 10% of the
member votes submit a proposed by the shareholders or members, a corporation that
provides in its articles of incorporation or bylaws for membership action by ballot cast at a
polling place or at polling places shall include a proposed action in a ballot and submit such
ballot to the shareholders or members as provided in this section.

(7) If any other section of this act requires the filing of a certificate with the
department if the action is approved by vote of the shareholders or members at a meeting,

the action may be approved by ballot under subsection (1) and, in lieu of any statement
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required by the section concerning the vote of the shareholders or members at a meeting,
the certificate shall state that the action was approved by ballot under this section.

Sec. 412. (1) Except as provided in this subsection, for the purpose of determining
shareholders or members entitled to notice of and to vote at a meeting of shareholders or
members or an adjournment of a meeting or to cast a ballot at a polling place, and for the
purpose of determining the shareholders or members entitled to receive and to cast a ballot
under section 408, the bylaws may provide for fixing, or in the absence of a provision the
board shall by resolution establish a record date. If the bylaws establish a record date, the
board shall comply with the bylaws in establishing the record date. The record date shall
not precede the date on which the resolution fixing the record date is adopted by the board.
The record date shall not be more than 60 or less than 10 days before the date of the
meeting or the first day on which a shareholder or member may cast a ballot at a polling
place under section 409. In the case of ballots under section 408, the record date shall be
not more than 60 or less than 20 days before the laSt date on which ballots must be received
by the corporation in order to be counted. If a record date is not fixed, the record date for
determination of shareholders or members entitled to notice of or to vote at a meeting of
shareholders or members or to cast a ballot ata polling place shall be the close of business
on the day next preceding the day on which notice is given, or if no notice is given, the day
next preceding the day on which the meeting is held or the day next preceding the first day
on which a shareholder or member may cast a ballot at a polling place under section 409.
In the case of a ballot under section 408, if a record date is not fixed, the record date for
determination of the shareholders or members entitled to receive and cast a ballot is the

close of business of the day next preceding the day on which the corporation provides the
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ballot to the shareholders or members under section 408(1). When a determination of
shareholders or members of record entitled to notice of or to vote at a meeting of
shareholders or members has been made as provided in this section, the determination
applies to any adjournment of the meeting, unless the board establishes a new record date
under this section for the adjourned meeting.

(2) For the purpose of determining shareholders or members entitled to express
consent to or to dissent from a proposal without a meeting under section 407, the bylaws
may provide for fixing a record date. The record date shall not be more than 60 days
before the proposed effective date of the shareholder or member action. If the bylaws do
not establish a record date, the board may establish a record date that does not precede the
date the board adopts the resolution establishing the record date and is not more than 10
days after the board resolution. If a record date is not established and prior action by the
board is required with respect to the corporate action to be taken without a meeting under
section 407, the record date is the close of business on the day on which the resolution of the
board is adopted. If a record date is not fixed and prior action by the board is not
required, the record date is the first date on which a signed written consent is delivered to
the corporation as provided in section 407.

(3) For the purpose of determining shareholders or members entitled to receive
payment of a share dividend, distribution or allotment of a right or for the purpose of any
other action, the bylaws may provide for establishing, or in the absence of a provision the
board may establish a record date. The record date shall not precede the date on which the
resolution establishing the record date is adopted by the board. The date shall not be more

than 60 days before the payment of the share dividend, distribution, or allotment of a right
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or other action. If a record date is not established, the record date is the close of business
on the day on which the resolution of the board relating to the corporate action is adopted.

Sec. 413. (1) The officer or agent -having-charge-of responsible for the shareholder or
membership records of a corporation shall make and certify a complete list of the shareholders or
members entitled to vote at a -shareholdersor-members™ meeting or any adjourned
shareholders’ or -membersmeeting—Thelist shall meet-all-of thefollowing- adjourned
meeting of the shareholders or members. All of the following apply to the list:

(a) -Be-arranged- The officer or agent shall arrange the list alphabetically within each
class, with the address of each member or shareholder and the number of shares held by each
shareholder.

(b) -Be-predueced- The officer or agent shall produce the list at the time and place of
the meeting.

(c) Be- The list is open to examination by any shareholder or member during the entire
meeting. If the meeting is held solely by means of remote communication, then the list shall be
open to the examination of any shareholder or member during the entire meeting by posting the
list on a reasonably accessible electronic network and the information required to access the list
shall be provided with the notice of the meeting.

(d) Be- The list is prima facie evidence as to who are the shareholders or members
entitled to examine the list or to vote at the meeting.

(2) If the requirements of this section have not been complied with, and a shareholder or
member present in person or by proxy in good faith challenges the existence of sufficient votes
to carry any action at the meeting, the meeting shall be adjourned until the requirements are

complied with. Failure to comply with the requirements of this section does not affect the
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validity of an action taken at the meeting before -the-making-of a challenge under this
subsection.

Sec. 415. (1) Unless a greater or lesser quorum is provided in the articles of
incorporation, in a bylaw adopted by the shareholders, -o&- members or incorporators, or in this
act, shares or members entitled to cast a majority of the votes at a meeting constitute a quorum at
the meeting. ~The- If the withdrawal of shareholders or members leaves less than a quorum
before adjournment, the remaining shareholders or members present in person or by proxy at

such- the meeting may continue to do business until adjournment —netwithstanding-the

ess-than-a-quorum-. Whether or nota
quorum is present, -the- a meeting may be adjourned by a vote of the shareholders or members
present.

(2) When the holders of a class of shares or members of a class are entitled to vote
separately on an item of business, this section applies in determining the presence of a quorum of
the class for transaction of the item of business.

Sec. 421. (1) Except as otherwise provided by statute, in the articles of incorporation or
in a bylaw adopted by the shareholders or members of a corporation organized on a stock or
membership basis, a shareholder or member entitled to vote at a meeting of shareholders or
members, to cast a ballot under section 408 or 409, or to express consent or dissent without a
meeting and a person entitled to vote in the election of directors of a directorship
corporation may authorize other persons to act for -the-shareholder-or-member- him or her by
proxy. A director or other person entitled to vote in the election of directors of a
corporation organized on a directorship basis may authorize another person or persons to

act for him or her with respect to the election of directors by proxy.
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representative— A proxy is not valid after the expiration of 3 years from its date unless otherwise
provided in the proxy.

(3) A proxy is revocable at the pleasure of the -shareholder-ormember- person executing
it, except as otherwise provided in this section and sections 422 and 423.

(4) The authority of the holder of a proxy to act is not revoked by the incompetence or
death of the -shatreholderor-member person who executed the proxy unless, before the authority
is exercised, written notice of the adjudication of the incompetence or death is received by the
corporate officer responsible for maintaining the list of shareholders, -ox- members or persons
entitled to vote in the election of directors of a directorship corporation.

(5) Without limiting the manner in which a shareholder, -ex- member or person entitled
to vote in the election of directors of a directorship corporation may authorize another person
or persons to act for him or her as proxy -pursuant-te- under subsection (1), each of the
following methods constitute a valid means by which a shareholder, -ex- member or person
entitled to vote in the election of directors of a directorship corporation may grant authority
to another person to act as proxy:

(a) Delivering a writing to the person authorizing that person to act for the shareholder,
or- member or person entitled to vote in the election of directors of a directorship
corporation as proxy, —executed- Execution may be accomplished by the shareholder, -o¢
member or person entitled to vote in the election of directors of a directorship corporation
or by an authorized officer, director, employee, or agent of the shareholder, -ex- member or

person entitled to vote in the election of directors of a directorship corporation, by signing
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the writing or causing his or her signature to be affixed to the writing by any reasonable means,
including, but not limited to facsimile signature.

(b) Transmitting or authorizing the transmission of a telegram, cablegram, or other
means of electronic transmission to the person who will hold the proxy or to a proxy solicitation
firm, proxy support service organization, or similar agent fully authorized by the person who will
hold the proxy to receive that transmission. Any telegram, cablegram, or other means of
electronic transmission must either set forth or be submitted with information from which it can
be determined that the telegram, cablegram, or other electronic transmission was authorized by
the shareholder, -e- member or person entitled to vote in the election of directors of a
directorship corporation. If a telegram, cablegram, or other electronic transmission is
determined to be valid, the inspectors, or, if there are no inspectors, the persons making the
determination shall specify the information upon which they relied.

(6) A copy, facsimile telecommunication, or other reliable reproduction of the writing or
transmission created under subsection (5) may be substituted or used in lieu of the original
writing or transmission for any purpose for which the original writing or transmission could be
used, if the copy, facsimile telecommunication, or other reproduction is a complete reproduction
of the entire original writing or transmission.

Sec. 422. A proxy -whieh- that is entitled "irrevocable proxy", and -which- that states
that it is irrevocable, is irrevocable when it is held by any of the following or a nominee of any of
the following:

(a) In the case of shares or memberships -which- that are transferable, a -pledgee

holder of a pledge or other a security interest in the shares or membership.
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(b) In the case of shares or memberships -whieh- that are transferable, a person who has
purchased or agreed to purchase the shares or -members- membership.

(¢) A creditor of the corporation -whe- that extends or continues credit to the corporation
in consideration of the proxy.

(d) A person who has contracted to perform services as a director, officer, or employee
of the corporation, if a proxy is required by the contract of employment.

(e) -A-holder-ofany-otherproxy-coupled-with-an-interest— A person designated by or

under an agreement under section 461.

— A holder of any

other proxy coupled with an interest.

Sec. 423. (1) A proxy described in section 422 becomes revocable, notwithstanding a
provision making it irrevocable, after the pledge is redeemed, or the security interest is
terminated, -or- the debt of the corporation is paid, -e¢- the period of employment provided for in
the contract of employment has terminated, or the agreement under section 461 has terminated.
In-a-case-providedfor- A proxy described in section 422(c) or (d) s-the-prexy- is revocable 3
years after the date of the proxy or at the end of the any period if-anys- specified -therein;- in
the proxy, whichever period is less, unless the period of irrevocability is renewed by execution
of a new irrevocable proxy. This subsection does not affect the duration of a proxy under section
421(2).

(2) A proxy is revocable, notwithstanding a provision making it irrevocable, by a
purchaser of shares -witheut-knowledge- who did not know at the time of purchase of the
existence of the provision unless the existence of the proxy and its irrevocability are noted

conspicuously on the face or back of the certificate representing the shares.
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Sec. 432. (1) A corporation may establish a procedure by which the beneficial
owner of shares or memberships that are registered in the name of a nominee is recognized
by the corporation as the shareholder or member. The procedure established may
determine the extent of this recognition.

(2) The procedure established under subsection (1) may set forth any of the
following:

(a) The type of nominees to which it applies.

(b) The rights or privileges that the corporation recognizes in the beneficial owner.

(¢) The manner in which the procedure is selected by the nominee.

(d) The information that must be provided when the procedure is selected.

(e) The period for which selection of the procedure is effective.

(f) Other aspects of the rights and duties created.

Sec. 441. (1) Each outstanding share or member is entitled to 1 vote on each matter
submitted to a vote, unless otherwise provided -parsuant-to- under section 303 or 304. A vote
may be cast at a meeting of the shareholders or members either orally or in writing, unless

otherwise provided in the bylaws. & addition-the-bylaws-my-provi

(2) When- If an action other than the election of directors is to be taken by vote of the
shareholders or members, it shall be authorized by a majority of the votes cast by the holders of
shares or members entitled to vote on -that- the action, unless a -greater-plurality- higher vote is
required by~ in the articles of incorporation or a higher or lower vote is required by another
section of this act. Unless otherwise provided by the articles of incorporation, abstaining

from a vote or submitting a ballot marked «“abstain” with respect to an action is not a vote
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cast on that action. Except as otherwise provided -by- in the articles of incorporation,
directors shall be elected by a plurality of the votes cast at an election.

Sec. 442. (1) The articles of incorporation or bylaws may provide that a class of shares
or members shall vote as a class to authorize any action, including amendment to the articles of
incorporation. _Such-veting- A vote as a class _shall- be- under this section is in addition to any
other vote required by this act. “Where- If voting as a class is provided in the articles of
incorporation or bylaws, it shall be by the proportionate vote provided in the articles of
incorporation or bylaws or, if a proportionate vote is not so provided, then for any action other
than the election of directors, by a majority of the votes cast by the holders of shares or members
of -sueh- the class entitled to vote -thereor- on the action.

(2) -Whete- If voting as a class is required by this act to authorize an action, the action
shall be authorized by a majority of the votes cast by the Tholders-ofshares- shareholders or
members of each class entitled to vote _thereos- on that action, unless a —greater- higher vote is
required -by- in the articles of incorporation or another section of this act. The-veoting- The vote
as a class -shall-be- under this subsection is in addition to any other vote required by this act.

(3) Unless otherwise provided in the articles of incorporation, abstaining from a
vote or submitting a ballot marked “abstain” with respect to an action that requires
authorization by a class of shareholders or members is not a vote cast on that action.

Sec. 444. (1) %Wskmehe}é%%%e%% Shares or memberships
held by another domestic corporation, -6 domestic business corporation, -6t foreign
corporation, or foreign business corporation, whether or not the corporation or business

corporation is subject to this act, may be -east voted by an officer or agent, or by a proxy
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appointed by an officer or agent or by some other person, who by action of its board or pursuant
to its bylaws -shall-be- is appointed to -eastsueh- vote the shares or membership.

(2) A shareholders whose shares are pledged is entitled to vote the shares until they have
been transferred into the name of the pledgee or a nominee of the pledgee.

Sec. 446. -The vote-of shares-or-a-membership- Shares or a membership held by 2 or
more persons as joint tenants or as tenants in common may be -east-or- voted at a meeting of
shareholders or members or by ballot under section 408 or section 409 by any -of-these
persons- joint tenant or tenant in common, unless another joint tenant or tenant in common
seeks to vote the shares or membership in person or by proxy. In the latter event, the written
agreement, if any, -whieh- that governs the manner in which the shares or membership -shatl-be
are voted, controls if presented at the meeting either physically or by means of electronic
transmission or if presented to the corporation either physically or by means of electronic
transmission before the time for casting a ballot under section 408 or section 409 expires. If
an agreement governing votes is not presented at the meeting, the majority in interest of the
joint tenants or tenants in common present —shall-control determines the manner of voting. In
the case of a stock corporation or a membership carrying more than 1 vote, if there is no
majority in interest of the joint tenants or tenants in common present, the shares or member
votes, for the purpose of voting, shall be divided among those joint tenants or tenants in common
present in person in accordance with their interest in the shares or membership.

Sec. 447a. Unless specifically otherwise provided in the articles of incorporation or
bylaws, absent an order of a court of competent jurisdiction based upon a determination
that special circumstances exist and the best interests of the corporation would be served,

the shares or memberships of a corporation shall not be voted on any matter or considered
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to be outstanding shares or memberships for any purpose related to voting if they are
owned, directly or indirectly, by another corporation, foreign corporation, business
corporation, or foreign business corporation, and the first corporation owns, directly or
indirectly, a majority of the shares or memberships entitled to vote for directors of the
second corporation.

Sec. 451. (1) The articles of incorporation of a corporation organized on a stock basis
may provide that a shareholder or member entitled to vote at an election for directors may vote,
in person, or by proxy, -er-by-eleetronie-transmission;- or by ballot as provided in section 408
or 409 for as many persons as there are directors to be elected and for whose election the
shareholder or member has a right to vote, or to cumulate votes by giving 1 candidate as many
votes as the number of -these- directors to be elected multiplied by the number of -shares- votes
held by the shareholder or member, or by distributing the votes of the shareholder or member on
the same principle among any number of the candidates.

(2) The articles of incorporation of a corporation organized on a directorship basis
may provide that a person entitled to vote at an election for directors may vote, in person,
by proxy, or by electronic transmission for as many persons as there are directors to be
elected and for whose election the person has a right to vote, or to cumulate votes by giving
1 candidate as many votes and the number of such directors to be elected multiplied by the
number of votes held by the person, or by distributing the votes of the person on the same
principle among any number of the candidates.

Sec. 455, -When—with- With respect to an action to be taken by the shareholders or
members, if the articles of incorporation require the vote or concurrence of the holders of a

greater proportion of the shares or a greater proportion of members or of a class -thereef;- of
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shares or members, than required by this act with respect to the action, the articles of
incorporation shall control. An amendment of the articles of incorporation that -which-adds;
changes + or deletes such-a- that provision shall be authorized by the vote required to amend
the articles of incorporation pursaantte- under section 611, or by the same vote as would be
required to take action under -sueh- that provision, whichever is greater. The failure to include
a provision of the kind described in this section in the articles of incorporation does not
invalidate any bylaw or agreement which would otherwise be considered valid.

Sec. 461. An agreement between 2 or more shareholders or members, if in writing and
signed by the parties, -thezeto;- may provide that in exercising voting rights, they shall cast their
votes as provided in the agreement, or as they may agree, or as determined in accordance with a
procedure agreed upon by them. A voting agreement executed under this section, whether or
not proxies are executed pursuant to the agreement, is not subject to sections 466 to
through 468. A voting agreement under this section is specifically enforceable.

Sec. 466. If shares or memberships of a corporation are transferable, a shareholder
or member may confer upon a trustee the right to vote or otherwise represent his or her
shares for not to exceed 10 years, by entering into a written voting trust agreement setting
forth the terms and conditions of the voting trust, by filing an executed counterpart of the
agreement at the registered office of the corporation, and by transferring his or her shares
or membership to the trustee for purposes of the agreement. After filing of the agreement,
any certificates for shares or memberships so transferred shall be surrendered and
canceled and new certificates for the shares or memberships issued to the trustee stating
that they are issued under the agreement. In the entry of such ownership in the records of

the corporation the fact shall also be noted, and the trustee may vote the transferred shares
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or memberships during the term of the agreement. A trustee holding memberships
transferred under an agreement executed under this section shall have the same voting and
other rights as the beneficiaries would have if the memberships were not in trust. The filed
copy of the voting trust agreement is subject to inspection at any reasonable time by a
shareholder, member or a holder of a beneficial interest in the voting trust, in person or by
agent or attorney. Voting trust certificates shall be issued to evidence beneficial interests in
the voting trust.

Sec. 467. (1) A trustee who votes shares or memberships subject to a voting trust is
not liable as a shareholder, member, trustee or otherwise, except for his or her
malfeasance.

(2) If 2 or more persons are designated as voting trustees, and the right and method
of voting shares or memberships in their names are not fixed by the agreement appointing
the trustees, the right to vote and manner of voting the shares or memberships shall be
determined by a majority of the trustees. If the trustees are equally divided as to how the
shares shall be voted, the votes shall be divided equally among the trustees.

Sec. 468. (1) At any time within 12 months before expiration of the original term of
a voting trust agreement or an extension of a voting trust agreement under this section, 1
or more beneficiaries of the voting trust, by written agreement and with written consent of
the voting trustees, may extend the duration of the voting trust agreement with regard to
the shares or memberships subject to their beneficial interest for an additional period that
does not exceed 10 years. Before expiration of the original term of a voting trust agreement
or an extension of a voting trust agreement under this section, if the voting trustees file in

the registered office of the corporation an executed counterpart of the extension agreement

80



and of their consent to the extension, the term of the voting trust agreement is extended for
the period described in the extension agreement. An extension agreement does not affect
the rights or obligations of persons not parties to the extension agreement.

(2) If an extension agreement described in subsection (1) or a voting trust
agreement that otherwise meets the requires of this act contains a term of more than 10
years, the voting trust agreement or extension agreement is valid for a period of 10 years
from the date of its commencement and becomes inoperative at the end of that 10 year
period unless extended under subsection (1).

Sec. 472. (1) The articles of incorporation, the bylaws or an agreement aﬁlong any
number of holders of bonds, shares or memberships or among the holders and the
corporation may contain a restriction on the transfer or registration of a bond, share or
membership of a corporation that is otherwise transferable. A restriction described in this
subsection is not binding with respect to bonds, shares or memberships issued before
adoption of the restriction unless the holders are parties to an agreement or voted in favor
of the restriction.

(2) A written restriction on the transfer or registration of a bond, share or
membership of a corporation that is otherwise transferable, if permitted by this section or
section 473 and noted conspicuously on the face or back of the instrument or on the
information statement required under section 336, may be enforced against the holder of
the restricted instrument or a successor or transferee of the holder of the restricted
instrument including, but not limited to, a personal representative, administrator, trustee,
guardian, or other fiduciary entrusted with similar responsibility for the person or estate of

the holder. If the existence of the restriction is not noted conspicuously on the face or back

81



of the instrument or on the information statement required under section 336, the
restriction, even if permitted by this section or section 473, is ineffective except against any
person who does not have actual knowledge of the restriction.

Sec. 473. Without limiting the general authority under section 472(1) to impose
restrictions on the transfer or registration of bonds, shares or memberships of a
corporation that are otherwise transferable, a restriction of the transfer or registration of
transfer of bonds, shares or memberships of a corporation that is consistent with section
301 is permitted if it does any of the following:

(a) Obligates the holders of the restricted instruments to offer to the corporation or
to any other holders of bonds, shares or memberships of the corporation, to any other
person, or to any combination of those persons, a prior opportunity to acquire the
restricted instruments.

(b) Obligates the corporation or a holder of bonds, shares, or memberships of the
corporation, any other person, or any combination of those persons, to purchase the
instruments which are the subject of an agreement respecting the purchase and sale of the
restricted instruments.

(c) Requires the corporation or the holders of a class of bonds, shares, or
memberships of the corporation to consent to a proposed transfer of the restricted
instruments or to approve the proposed transferee of the restricted instruments.

(d) Prohibits the transfer of the restricted instruments to designated persons or
classes of persons, and the designation is not contrary to public policy.

(e) Exists for the purpose of maintaining the status of the corporation under section

115, section 501, section 521, section 527 or section 528 of the internal revenue code.
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Sec. 485. A corporation shall keep books and records of account and minutes of the
proceedings of its shareholders or members, board, and executive committee, if any. Unless
otherwise provided in the bylaws, the books, records, and minutes may be kept outside this state.
The corporation shall keep at its registered office, or at the office of its transfer agent -within-of
without- in or outside this state, records containing the names and addresses of all shareholders
or members, the number and class of shares held by each shareholder or the class or classes of
membership held by each member, and the dates when they respectively became -helders
shareholders of record -thereef- or members. Any of -sueh- the books, records, or minutes may
be in written form or in any other form capable of being converted into written form within a
reasonable time. A corporation shall convert into written form without charge any suech- record
not in -sueh- written form, unes{—e# unless otherwise requested by a person
entitled to inspect -them- the record.

Sec. 487. (1) —U.peﬂwﬁtfeeﬁ—lﬁeqae‘s{—ef- If requested in writing by a shareholder or
member, a corporation shall mail to the shareholder or member its balance sheet as at the end of
the preceding fiscal year; its statement of income for -sueh- that fiscal year; and, if prepared by

the corporation, its statement of source and application of funds for -such- that fiscal year.
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to-section 485~ Except as provided in subsection (7), any shareholder or member of record
of a corporation organized on a stock or membership basis, in person or by attorney or

other agent, may during regular business hours inspect for any proper purpose the
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corporation's stock ledger, a list of its shareholders or members, and its other books and
records, if the shareholder or member gives the corporation written demand describing
with reasonable particularity his or her purpose and the records he or she desires to
inspect, and the records sought are directly connected with the purpose. A proper purpose
shall mean a purpose reasonably related to such person's interest as a shareholder or
member. The demand shall be delivered to the corporation at its registered office in this
state or at its principal place of business. If an attorney or other agent is the person
seeking to inspect, the demand must include a power of attorney or other writing that

authorizes the attorney or other agent to act on behalf of the shareholder or member.

shareholderor memberto-make-extracts-therefrom-— If the corporation does not permit an
inspection required under subsection (2) within 5 business days after a demand has been
received under subsection (2), or imposes unreasonable conditions upon the inspection, the
shareholder or member may apply to the circuit court of the county in which the principal
place of business or registered office of the corporation is located for an order to compel
the inspection. If the shareholder or member seeks to inspect the books and records other
than its stock ledger or list of shareholders or members, he or she must establish that he or
she has complied with this section concerning the form and manner of making demand for
inspection of the documents, that the inspection he or she seeks is for a proper purpose,
and that the documents sought are directly connected with the purpose. If the shareholder

or member seeks to inspect the corporation's stock ledger or list of shareholders or
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members and establishes that he or she has complied with this section respecting the form
and manner of making demand for the inspection of the documents, the corporation has
the burden of proof to establish that the inspection that is sought is for an improper
purpose or that the records sought are not directly connected with the person's purpose. In
its discretion, the court may order the corporation to permit the shareholder or member to
inspect the corporation's stock ledger, a list of shareholders or members, and its other
books and records, prescribe conditions and limitations on the inspection, and award other
or further relief that the court considers just and proper. The court may order books,
documents and records, pertinent extracts, or duly authenticated copies, to be brought
within this state and kept in this state and prescribe terms and conditions on those
obligations.

(4) A director may examine any of the corporation's books and records for a
purpose reasonably related to his or her position as a director. The director may apply to
the circuit court of the county in which the principal place of business or registered office
of the corporation is located for an order to compel the inspection. In its discretion, the
court may order the corporation to permit the director to inspect any and all books and
records, prescribe conditions and limitations on the inspection, and award other and
farther relief that the court considers just and proper.

(5) If the court orders inspection of the records demanded under subsection (3) or
(4), it shall also order the corporation to pay the shareholder's, member's, or director's
costs, including reasonable attorney fees, incurred to obtain the order unless the

corporation proves that it failed to permit the inspection in good faith because it had a
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reasonable basis to doubt the right of the shareholder, member, or director to inspect the
records demanded.

(6) A holder of a voting trust certificate representing shares of, or membership in,
the corporation is considered to be a shareholder or member for purposes of this section
and section 485.

(7) (a) Notwithstanding any other provisions of the act, the articles of
incorporation, the bylaws or a resolution of the board of directors may provide that the
shareholders or members and attorneys or agents for shareholders or members do not
have the right to inspect the corporation’s stock ledger, lists of shareholder or members,
lists of donors or donations or its other books and records, if the incorporators,
shareholders, members or directors approving a limitation under this subsection make a
good faith determinate that 1 or more of the following apply:

(i) Opening the stock ledger, lists of shareholder or members, lists of donors or
donations or its other books and records for inspection would impair the rights of privacy
or free association of the shareholders or members.

(i) Opening the stock ledger, lists of shareholder or members, lists of donors or
donations or its other books and records for inspection would impair the lawful purposes
of the corporation.

(iii) Opening lists of donors or donations for inspection is not in the best interests of
the corporation or its donors.

(b) A corporation that limits inspection of lists of its shareholders or members
under this subsection shall provide a reasonable way for shareholders or members to

communicate with all other shareholders or members concerning election of directors and
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other affairs of the corporation. A corporation described in this subdivision may require a
shareholder or member wishing to communicate with other shareholders or members
under this subdivision to pay the reasonable costs to cover the cost of labor and materials
and third party charges incurred by the corporation in doing so.

(8) As used in this section:

(a) “Proper purpose” means a purpose reasonably related to a person’s interest as a
shareholder or member of a corporation.

(b) “Right to inspect records" includes the right to copy and make extracts from
the records of a corporation and, if reasonable, the right to require the corporation to
supply copies made by photographic, xerographic, or other means. To cover the cost of
labor and material, the corporation may require a shareholder or member to pay a
reasonable charge for copies of the documents provided to the shareholder or member.

Sec. 488. (1) Subject to the limitations in subsection (11), an agreement among the
members of a corporation organized on a membership basis, among the shareholders of a
corporation organized on a stock basis or among the directors of a corporation organized
on a directorship basis that complies with this section is effective among the members,
shareholders or such directors and the corporation even though it is inconsistent with this
act in 1 or more of the following ways:

(a) It restricts the discretion or powers of the board.

(b) It governs the authorization or making of distributions permitted under section
301 whether or not in proportion to the membership interest or shares held, subject to

limitations in sections 345 and 855a pertaining to the protection of creditors.
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(c) It establishes who shall be directors or officers of the corporation, or the terms
of office or manner of selection or removal of directors or officers of the corporation.

(d) In general orin regard to specific matters, it governs the exercise or division of
voting power by or between the members or shareholders and directors or by or among
any of the members, shareholders or directors, including, but not limited to, use of
weighted voting rights or restrictions on the voting rights of particular members,
shareholders or directors.

(e) It establishes the terms and conditions of any agreement for the transfer or use
of property or the provisions of services between the corporation and any member,
shareholder, director, officer, or employee of the corporation or among the members,
shareholders, directors, officers or employees of the corporation.

(f) It transfers to 1 or more members, shareholders or other persons all or part of
the authority to exercise the corporate powers or to manage the business and affairs of the
corporation, including, but not limited to, the resolution of any issue about which there
exists a deadlock among directors, members or shareholders.

(g) It requires dissolution of the corporation at the request of 1 or more of the
members, shareholders or directors or upon the occurrence of a specified event or
contingency.

(h) It otherwise governs the exercise of the corporate powers or the management of
the business and affairs of the corporation or the relationship among the shareholders, the
members, the directors, and the corporation, or among any of the shareholders, members

or directors, and is not contrary to public policy.
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(2) An agreement authorized by this section shall meet both of the following
requirements:

(a) It set forth in either of the following:

(i) A provision of the articles of incorporation or bylaws approved by all members
or shareholders or all directors of a corporation that is organized on a directorship basis at
the time of the agreement.

(ii) A written agreement that is signed by all members or shareholders or all
directors of a corporation that is organized on a directorship basis at the time of the
agreement and that is disclosed to the corporation.

(b) Is subject to amendment only by all members or shareholders or by all directors
of a corporation that is organized on a directorship basis at the time of the amendment,
unless the agreement provides otherwise.

(3) The corporation shall conspicuously note the existence of an agreement
authorized by this section on the face or back of any certificate of membership or for
shares issued by the corporation or on the information statement required by section 336.
If at the time of the agreement the corporation has memberships or shares outstanding
represented by certificates, the corporation shall recall the outstanding certificates and
issue substitute certificates that comply with this subsection. The failure to note the
existence of the agreement on the certificate or information statement does not affect the
validity of the agreement or any action taken pursuant to the agreement.

(4) Any person who becomes a member of a corporation organized on a
membership basis, a shareholder of a corporation organized on a stock basis or a director

of a corporation organized on a directorship basis and did not have knowledge of the
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existence of an agreement authorized by this section at the time he or she became a
member, shareholder or director, may elect to resign as a member, shareholder or director,
may elect to rescind the transfer of any membership or shares, or may elect to maintain an
action to terminate the agreement. For purposes of this subsection, a person is considered
to have knowledge of an agreement authorized by this section if at the time he or she
becomes a member, shareholder, or director, the agreement is set forth in the articles of
incorporation or bylaws, the agreement’s existence is noted on the certificate or
information statement provided under subsection 3, or a copy or a written summary of the
agreement is furnished to the person before the person becomes a member, shareholder or
director. An action to enforce the right of rescission or to terminate the agreement must be
commenced within 90 days after discovery of the existence of the agreement or 2 years
after the person becomes a shareholder, member or director, whichever is earlier. In an
action or suit to terminate the agreement, the court in which the action is brought shall
terminate the agreement if the court determines that the agreement is materially
inconsistent with or detrimental to carrying out the purposes of the corporation, materially
impairs rights or interests the person bringing the action or suit would reasonably have
expected to have acquired in becoming a member, shareholder or director or is inconsistent
with 1 or more of the limitations in subsection (11).

(5) If an agreement authorized in this section ceases to be effective for any reason
and is contained or referred to in the corporation's articles of incorporation or bylaws, the
board may without shareholder or member action adopt an amendment to the articles of

incorporation or bylaws to delete the agreement and any references to it.

90



(6) An agreement authorized by this section that limits the discretion or powers of
the board shall relieve the directors of, and impose upon the person or persons in whom the
discretion or powers are vested, liability for acts or omissions imposed by law on directors
to the extent that the discretion or powers of the directors are limited by the agreement.
The person or persons in whom the discretion or powers are vested are treated as a
director or directors for purposes of any indemnification and any limitation on liability
under section 209.

(7) The existence or performance of an agreement authorized by this section is not
grounds for imposing personal liability on any member, shareholder, or other person for
the acts or debts of the corporation or for treating the corporation as if it were a
partnership or unincorporated entity, even if the agreement or its performance results in
failure to observe the corporate formalities otherwise applicable to the matters governed by
the agreement.

(8) Filing a certificate of dissolution under Section 805 is required to implement a
dissolution pursuant to an agreement authorized in subsection (1)(g).

(9) Incorporators or subscribers for memberships or shares may act as members or
shareholders with respect to an agreement authorized by this section if the corporation has
not issued memberships or shares at the time the agreement is made.

(10) A failure to satisfy the unanimity requirement of subsection (2) with respect to
an agreement authorized by this section does not invalidate any agreement or any
provision of the articles of incorporation or bylaws that would otherwise be valid.

(11) An agreement under this section is not effective:

(a) To authorize distributions that are not permitted under section 301.
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(b) To allow property held for charitable or other public purposes to be used for
private benefit, through the payment or excessive compensation for goods or services or in
any other manner.

(c) To allow corporate property to be used in a manner materially inconsistent with
the purposes of the corporation or a valid restriction imposed by donors.

Sec. 489. (1) A director of a corporation organized on a directorship basis, a
shareholder of a corporation organized on a stock basis or a member of a corporation
organized on a membership basis may bring an action in the circuit court of the county in
which the principal place of business or registered office of the corporation is located to
establish that the acts of the directors, shareholders, members, or others in control of the
corporation are illegal, fraudulent, or willfully unfair and oppressive to the corporation, or
to the director, member, or shareholder. If the director, member or shareholder
establishes grounds for relief, the circuit court may make an order or grant relief as it
considers appropriate including, but not limited to, an order providing for any of the
following:

(a) The dissolution and liquidation of the assets and affairs of the corporation.

(b) The cancellation or alteration of a provision contained in the articles of
incorporation, an amendment of the articles of incorporation or the bylaws of the
corporation.

(¢) The cancellation, alteration, or injunction against a resolution or other act of the
corporation.

(d) The direction or prohibition of an act of the corporation or of shareholders,

members, directors, officers, or other persons who are parties to the action.
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(¢) The purchase at fair value of the shares of a shareholder or the membership of a
member, either by the corporation or by the officers, directors, or other shareholders or
members responsible for the wrongful acts. In establishing the fair value of the shares or
membership for purposes of this subsection, the shareholder or member is not considered
to have any interest in charitable or other assets of the corporation that would not be
distributable to shareholders or members of the corporation in a dissolution under section
855.

(f) An award of damages to the corporation or a shareholder or member. A person
must commence an action seeking an award of damages within 3 years after the cause of
action under this section has accrued, or within 2 years after the shareholder or member
discovers or reasonably should have discovered the cause of action under this section,
whichever occurs first. In awarding damages under this subsection to a shareholder or
member, the shareholder or member is not considered to have any interest in charitable or
other assets of the corporation that would not be distributable to shareholders or members
of the corporation in a dissolution under section 855.

(2) As used in this section, "willfully unfair and oppressive conduct' with respect to
a member or shareholder means a continuing course of conduct or a significant action or
series of actions that substantially interferes with the rights or interests of the member or
shareholder as a member or shareholder. The term does not include conduct or actions
that are permitted by an agreement, the articles of incorporation, the bylaws, or a
consistently applied written corporate policy or procedure.

Sec. 491a. As used in this section and sections 492a to 497:
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(a) "Derivative proceeding' means a civil suit in the right of a domestic corporation
or a foreign corporation that is authorized to or does conduct affairs in this state.

(b) “Director” includes a person who was serving on the board of a corporation
organized on a directorship basis at the time of the act or omission complained of and a
person who becomes a member of the board of that corporation after the act or omission.

(¢) "Disinterested director' means a person who is currently serving on the board
of a corporation who is not a party to a derivative proceeding, or a person who is currently
serving on the board of a corporation who is a party to a derivative proceeding if the
corporation demonstrates that the claim asserted against the director is frivolous or
insubstantial.

(d) "Member' means a record or beneficial owner of a membership in a
corporation organized on a membership basis and includes a beneficial owner whose
membership is held in a voting trust or held by a nominee on the owner's behalf.

(e) "Shareholder' means a record or beneficial owner of shares of a corporation
organized on a stock basis and includes a beneficial owner whose shares are held in a
voting trust or held by a nominee on the owner's behalf.

Sec. 492a. A shareholder or member may not commence or maintain a derivative
proceeding unless the shareholder or member meets all of the following criteria:

(a) The shareholder or member was a shareholder or member of the corporation at
the time of the act or omission complained of or became a shareholder or member through
a permitted transfer by operation of law from one who was a shareholder or member at

that time.
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(b) The shareholder or member fairly and adequately represents the interests of the
corporation in enforcing the right of the corporation.

(¢) The shareholder or member continues to be a shareholder or member until the
time of judgment, unless the failure to continue to be a shareholder or member is the result
of corporate action in which the former shareholder or member did not acquiesce and the
derivative proceeding was commenced prior to the termination of the former shareholder's
or member's status as a shareholder or member.

Sec. 493a. A shareholder, member, or director may not commence 2 derivative
proceeding until all of the following have occurred:

(a) A written demand is made upon the corporation to take suitable action.

(b) Ninety days have expired from the date the demand was made unless the
shareholder, member or director is notified that the corporation has rejected the demand
or unless irreparable injury to the corporation would result by waiting for the expiration of
the 90-day period.

Sec. 494, If the corporation commences an investigation of the allegations made in
the demand or complaint, the court may stay any derivative proceeding for a period as the
court considers appropriate.

Sec. 495. (1) On motion by the corporation, the court shall dismiss a derivative
proceeding if the court finds that 1 of the groups specified in subsection (2) has made a
determination in good faith after conducting a reasonable investigation on which its
conclusions are based, that the maintenance of the derivative proceeding is not in the best
interests of the corporation. If the determination is made under subsection (2)(a) or (b),

the corporation shall have the burden of proving the good faith of the group making the
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determination and the reasonableness of the investigation. If the determination is made
pursuant to subsection (2)(¢) or (d), the plaintiff has the burden of proving that the
determination was not made in good faith or that the investigation was not reasonable.

(2) A determination under subsection (1) may be made by any 1 of the following:

(a) By a majority vote of the disinterested directors, if the disinterested directors
constitute a quorum at a meeting of the board.

(b) By a majority vote of a committee consisting of 2 or more disinterested directors
appointed by a majority vote of disinterested directors present at a meeting of the board,
whether or not the disinterested directors constitute a quorum at the meeting.

(¢) By a panel of 1 or more disinterested persons appointed by the court upon
motion by the corporation.

(d) By all disinterested directors.

Sec. 496. A derivative proceeding shall not be discontinued or settled without the
court's approval. If the court determines that a proposed discontinuance or settlement will
substantially affect the interests of the corporation's shareholders or members or a class of
shareholders or members, the court shall direct that notice be given to the shareholders or
members affected and the court may determine whether 1 or more of the parties to the
action shall bear the expense of giving the notice, in the amount as the court determines
and finds to be reasonable under the circumstances. The court shall award the cost of the
notice as special costs of the action, recoverable in the same manner as statutory taxable
costs.

Sec. 497. On termination of the derivative proceeding, the court may order 1 of the

following:
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(a) The plaintiff to pay any of the defendant's reasonable expenses, including
reasonable attorney fees, incurred in defending the proceeding if it finds that the
proceeding was commenced or maintained in bad faith or without reasonable cause.

(b) The corporation to pay the plaintiff's reasonable expenses, including reasonable
attorney fees, incurred in the proceeding if it finds that the proceeding has resulted in a
substantial benefit to the corporation. The court shall direct the plaintiff to account to the
corporation for any proceeds received by the plaintiff in excess of expenses awarded by the
court, unless the judgment is rendered for the benefit of an injured shareholder or member

only and limited to a recovery of the loss or damage sustained by him or her.
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2012 Draft — Chapters 5 and 6

Sec. 501. (1) The business and affairs of a corporation shall be managed by or under
the direction of its board, except as otherwise provided in this act or in its articles of
incorporation. A director -need-net-is not required to be a shareholder or member of the
corporation unless the articles of incorporation or bylaws so require. The articles of
incorporation or bylaws may prescribe qualifications for directors.

(2) The board of a corporation that is subject to the uniform prudent management of
institutional funds act, 2009 PA 87, MCL 451.921 to 451.931, has the powers granted under
both that act and this act. Heweverin- In the event of an inconsistency between the 2 acts, the
uniform prudent management of institutional funds act, 2009 PA 87, MCL 451.921 to 451.931,

controls.

=

Sec. 505. (1) -Exeep
directors— The bylaws shall fix the number of directors or establish the manner for fixing the
number, unless the articles of incorporation fix the number — except:

(a) The board of a private foundation and board of a corporation formed to provide
care to a dentally underserved population under section 16625 of the public health code,
1978 PA 327, MCL 333.16625, shall consider of 1 or more directors.

(b) The board of a corporation that is not described in subsection (1) shall consist of
3 or more directors.

(2) The articles of incorporation or a bylaw adopted by the shareholders, members or

incorporators of a corporation organized on a stock or membership basis may specify the term of
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office and the manner of election or appointment of directors. If the articles of incorporation or
bylaws do not -se- specify the term of office or manner of election or appointment of directors,
the first board of directors shall hold office until the first annual meeting of shareholders or
members. At the first annual meeting of shareholders or members and at each subsequent annual
meeting, the shareholders or members shall elect directors to hold office until the succeeding
annual meeting, except in case of the classification of directors permitted under this act.

(3) The articles of incorporation or a bylaw of a corporation organized on a directorship
basis shall specify the term of office and the manner of election or appointment of directors.

(4) A director shall hold office for the term for which he or she is elected or appointed
and until his or her successor is elected or appointed and qualified, or until his or her resignation
or removal. A director may resign by written notice to the corporation. A resignation of a
director is effective when it is received by the corporation or a later time as set forth in the notice
of resignation.
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Sec. 506. (1) The articles of incorporation or a bylaw adopted by the shareholders, et
members or incorporators of a corporation organized -#pen-on a stock or membership basis
may provide that in licu of annual election of all directors the directors be divided into -Z-er-mere
up to 5 classes, each to be as nearly equal in number as possible, to be elected or appointed
for such terms and in such manner as -therein- specified in the articles of incorporation or
bylaws. If the articles of incorporation or the bylaws do not so specify the term of office for the

classes of directors, the term of office of directors in the first class shall expire at the first annual
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meeting of shareholders or members after their election, and that of each succeeding class shall
expire at the next annual meeting after their election, corresponding with the number of their
class. At each annual meeting after -sueh-elassification- classes are established, a number of
directors equal to the number of the class whose term expires at the time of the meeting shall be
elected to hold office until the next annual meeting corresponding with the number of their class.

(2) A corporation -having- that has more than 1 class of shares or membership may
provide in its articles of incorporation or a bylaw adopted by each class of shareholders or
members for the election of 1 or more directors by shareholders or members of a class, to the
exclusion of other shareholders or members.

(3) The articles of incorporation or bylaws of a corporation organized -upe#- on a
directorship basis may provide that the directors be divided into 2-er-smete- up to 5 classes, to be
elected or appointed for such terms and in such manner as -therein- specified in the articles of

incorporation or bylaws.

Sec. 511. (1) Unless-otherwise provided-in-the-articles-of incorporation-o
director-orthe-entire-board-my-be-removed- The shareholders or members of a corporation
organized on a stock or membership basis may remove 1 or more directors with or without
cause unless the articles of incorporation provide that directors may be removed only for
cause. The vote for removal shall be by a majority of shares or members entitled to vote at
an election of directors except that the articles of incorporation may require a higher vote
for removal without cause. This subsection does not invalidate any bylaw adopted before
the effective date of the amendatory act which added this sentence insofar as the bylaw

applies to removal without cause.
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(2) The directors of a corporation organized on a directorship basis may remove 1
or more directors with cause. The vote for removal shall be by a majority of the directors
then in office. If authorized in the articles of incorporation or bylaws, a director of a
corporation organized on a directorship basis who is appointed or elected by a person or
persons other than the board of directors of the corporation may also be removed, with or
without cause, by the person or persons who appointed or elected that director.

(3) -2)-Intheeaseof If a corporation haviae- has cumulative voting, 4 and less than
the entire board is to be removed, no 1 of the directors may be removed if the votes cast against
the-director’s- his or her removal would be sufficient to elect -the-direetor- him or her if -then
cumulatively voted at an election of the entire board of directors, or, if there are classes of
directors, at an election of the class of directors of which -the-director he or she is a part.

(4) 3)—When-shareholders- If holders of a class of stock or of bonds or members of a
class are entitled by the articles of incorporation or a bylaw adopted -pursuant-te- under section
506(2) to elect 1 or more directors, this section applies, with respect to removal of a director so
elected, to the vote of the holders of the outstanding shares -6 of that class of stock, the
holders of those bonds or the members of that class _and-not-tethe-vete-of the-outstanding
shares-or-membership-as-a-whele.

Sec. 514. (1) The circuit court of the county in which the principal place of business

or registered office of the corporation is located may remove a director of the corporation
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from office in a proceeding commenced by the corporation, by its shareholders holding at
least 10% of the outstanding shares of any class, or by 10% of the members if the court
finds that the director engaged in fraudulent, illegal, or dishonest conduct or gross abuse of
authority or discretion with respect to the corporation, and removal is in the best interest
of the corporation.

(2) The court that removes 2 director may bar him or her from serving as a
director of the corporation for a period prescribed by the court.

(3) If shareholders or members commence a proceeding under subsection (1), they
shall make the corporation a party defendant.

Sec. 515a. (1) Unless otherwise limited by the articles of incorporation or bylaws, if
a vacancy, including a vacancy resulting from an increase in the number of directors,
occurs in a board, the corporation may fill the vacancy in any of the following mannners:

(a) The shareholders of a corporation organized on a stock basis or the members of
a corporation organized on a membership basis may fill the vacancy.

(b) The board may fill the vacancy.

(¢c) If the directors remaining in office constitute fewer than a quorum of the board,
they may fill the vacancy by the affirmative vote of a majority of all the directors
remaining in office.

(2) Unless otherwise provided in the articles if incorporation or bylaws, if the
holders of any class or classes of stock or the members of any class or classes are entitled to
elect 1 or more directors to the exclusion of other shareholders or members, vacancies of

that class or classes may be filled only by 1 of the following:
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(a) By a majority of the directors elected by the holders of that class or classes of
stock or the members of that class or classes then in office, whether or not those directors
constitute a quorum of the board.

(b) By the holders of shares of that class or classes of shares or the members of that
class or classes.

(3) Unless otherwise limited by the articles of incorporation or bylaws, in the case of
a corporation the directors of which are divided into classes, any director chosen to fill a
vacancy shall hold office until the next election of the class for which the director was
chosen, and until his or her successor is elected and qualified.

(4) If because of death, resignation, or other cause, a corporation has no directors in
office, an officer, a shareholder, a member of a corporation organized on a membership
basis, a personal representative, administrator, trustee, or guardian of a shareholder or
member, or other fiduciary entrusted with like responsibility for the person or estate of a
shareholder or member, may call a special meeting of shareholders or members in
accordance with the articles or the bylaws.

(5) A corporation may fill a vacancy that will occur at a specific date, by reason ofa
resignation effective at a later date under section 505 or otherwise, before the vacancy
occurs, but a director elected or appointed under this subsection may not take office until
the vacancy occurs.

Sec. 521. (1) -Regular- A board may hold regular or special meetings of -a- the board
may-be-held- either in or outside this state.

(2) A board may hold a regular meeting -may-be-held- with or without notice as

prescribed in the bylaws. A board may hold a special meeting -shall be-held-upon- after the
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notice as prescribed in the bylaws. Adtendane

convened—Neither- A director's attendance at or participation in a meeting waives any
required notice to him or her of the meeting unless he or she at the beginning of the
meeting, or upon his or her arrival, objects to the meeting or the transacting of business at
the meeting and does not thereafter vote for or assent to any action taken at the meeting.
Unless required by the bylaws, notice or a waiver of notice of a meeting does not have to

specify the business to be transacted -at—not- or the purpose of, & the regular or special meeting

Warver of ﬂ(‘\t

aft m
Wi v OO 1o 0T

ice-of the-meeting—un

(3) Unless otherwise restricted by the articles of incorporation or bylaws, a member of
the board or of a committee designated by the board may participate in a meeting by means of
conference telephone or other means of remote communication -by-whieh- if all persons
participating in the meeting can communicate with -each-other the other participants.
Participation in a meeting pursuant to this subsection constitutes -presence- attendance in person
at the meeting.

Sec. 523. (1) A majority of the members of the board then in office, or of the members

of a committee -thereef- of the board, constitutes a quorum for transaction of business, -provided
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constitute-a-quoram-of the-beard: unless the articles of incorporation or bylaws, or in the

case of a committee, the board resolution establishing the committee, provide for a larger
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or smaller number. However, a quorum of the board may not be less than 1/3 of the
members of the board then in office and a quorum of an executive committee acting on
behalf of the board under section 527 may be not less than 1/3 of members of the the
executive committee. The vote of the majority of members present at a meeting at which a
quorum is present constitutes the action of the board or of the committee, unless the vote of a
larger number is required by this act, the articles of incorporation, or the bylaws, or in the case
of a committee, the board resolution establishing the committee.

(2) Amendment of the bylaws by the board requires the vote of not less than a majority
of the members of the board then in office, unless the articles of incorporation or bylaws
provide for a larger number.

Sec. 527. (1) Unless otherwise provided in the articles of incorporation or bylaws, the
board may designate 1 or more executive committees, each executive committee to consist of 1
or more of the directors of the corporation. The board may designate 1 or more directors as
alternate member of -& an executive committee who may replace an absent or disqualified
member at a meeting of the executive committee. The bylaws may provide that in the absence
or disqualification of a member of -a- an executive committee, the members -thereef- present at a
meeting and not disqualified from voting, whether or not they constitute a quorum, may
unanimously appoint another member of the board to act at the meeting in place of -sueh-ai- the
absent or disqualified member.

(2) -A- An executive committee designated -purstant-to- under subsection (1), and each

member -thereof-shall-serve- of an executive committee serves at the pleasure of the board.
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(3) The articles of incorporation or bylaws may provide for the election or appointment
of 1 or more executive committees -te- that consist of 1 or more shareholders or members, -o¢ 1
or more directors or a combinations of shareholder or members and directors.

(4) Unless otherwise prohibited in the articles of incorporation or bylaws, the board
or an individual or individuals designated in the bylaws or by the board may appoint 1 or
more committees that are not executive committees to assist in the conduct of its affairs and
may provide of the creation of one or more subcommittees of any committee appointed
under this subsection. The bylaws or a resolution establishing the committee approved by
the board in the absence of a bylaw provision shall set forth the purposes of the committees
appointed under this subsection, the terms and qualifications of committee members, and
the ways in which members of the committees are selected and removed. The board or
authorized individuals may designate 1 or more persons as alternate members of a
committee appointed under this subsection who may replace an absent or disqualified
committee member in a meeting of the committee. Some or all of the members of a
committees appointed under this subsection may be individuals who are directors, officers,
members or shareholders of the corporation and some or all of the members of committees
appointed under this subsection may be individuals who are not directors, officers,
members or shareholders of the corporation, as provided in the bylaws or in the action or
resolution or resolutions of the board establishing the committee. A committee appointed
under this subsection is not an executive committee and may not execute the power or
authority of the board in the management of the business and affairs of the corporation,
but may perform such functions under the direction of the board as set forth in the bylaws

or determined from time to time by the board.
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Sec. 528. (1) -A- An executive committee designated -pursuant-to- under subsection (1)

or subsection (3) of section 527, to the extent provided in the resolution of the board, -inthe
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incorporation or in the bylaws, _inthe case-ofa-committee-designated-in-section 5273 may

exercise all powers and authority of the board in management of the business and affairs of the
corporation. However,sach-a- An executive committee does not have power or authority to do
any of the following:

(a) Amend the articles of incorporation.

(b) Adopt an agreement of merger -or-conselidation- .

(c) Recommend to shareholders or members the sale, lease, or exchange of all or
substantially all of the corporation's property and assets.

(d) Recommend to shareholders or members a dissolution of the corporation or a
revocation of a dissolution.

(e) Amend the bylaws of the corporation.

(f) Fill vacancies in the board.

(g) Fix compensation of the directors for serving on the board or on a committee.

(h) Cancel -stoek- shares or terminate -membership- memberships.

(2) Unless the resolution, articles, or bylaws expressly provide the power or
authority, an executive committee does not have power or authority to declare a
distribution authorized under section 301 or to authorize the issuance of shares or
memberships.

(3) Unless other provided in the resolution, articles of incorporation or bylaws, an

executive committee may create 1 or more subcommittees. Each subcommittee shall
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consist of 1 or members of the committee. An executive committee or the board may
delegate to a subcommittee any or all of the powers and authority of the committee.

Sec. 531. (1) The officers of a corporation shall consist of a president, secretary,
treasurer, and, if desired, a chairperson of the board, 1 or more -vice-presidents- vice presidents,
and -such- any other officers as -may-be- prescribed -by- in the bylaws or determined by the
board. Unless otherwise provided in the articles of incorporation or bylaws, the -officershall-be
elected-or-appointed-by- the board shall elect or appoint the officers.

(2) -Fwo- The same person may hold 2 or more offices, -may-be-held-by-the-same
persen- but an officer shall not execute, acknowledge, or verify an instrument in more than 1
capacity if the instrument is required by law or the articles of incorporation or bylaws to be
executed, acknowledged, or verified by 2 or more officers.

(3) An officer _elected-or-appeinted-as-herein-provided- shall hold office for the term for
which -the-office- he or she is elected or appointed and until -& his or her successor is elected
or appointed and qualified, or until _the- his or her resignation or removal -of the-officer-.

(4) An officer, as between _that-officer;- himself or herself, other officers, and the
corporation, has -sueh- the authority and shall perform -sueh- the duties in the management of the
corporation -as-may-be- provided in the bylaws, or -as-may-be- determined -by- in accordance

with a resolution or resolutions of the board not inconsistent with the bylaws.
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fairly-to-reflect the-financial condition-of the-corperation— A director or officer shall discharge

his or her duties as a director or officer including his or her duties as a member of a
committee in the following manner:

(a) In good faith.

(b) With the care an ordinarily prudent person in a like position would exercise
under similar circumstances.

(¢) In a manner he or she reasonably believes to be in the best interests of the
corporation.

(2) In discharging his or her duties, a director or officer is entitled to rely on
information, opinions, reports, or statements, including financial statements and other
financial data, if prepared or presented by any of the following:

(a) One or more directors, officers, or employees of the corporation, or of a
domestic or foreign corporation or a business organization under joint control or common
control, whom the director or officer reasonably believes to be reliable and competent in
the matters presented.

(b) Legal counsel, public accountants, engineers, or other persons as to matters the
director or officer reasonably believes are within the person's professional or expert
competence.

(¢) A committee of the board of which he or she is not a member if the director or

officer reasonably believes the committee merits confidence.
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(3) A director or officer is not entitled to rely on the information set forth in
subsection (2) if he or she has knowledge concerning the matter in question that makes
reliance otherwise permitted by subsection (2) unwarranted.

(4) 2 A director or officer of a corporation subject to the uniform prudent
management of institutional funds act, 2009 PA 87, MCL 451.921 to 451.931, -shall-be- is
considered to be in compliance with this section if _the-director-ot-officer he or she complies
with the uniform prudent management of institutional funds act, 1969 PA 87, MCL 451.921 to
451.931, in the administration of the powers specified in that act.

(5) 8- If the corporation’s articles of incorporation contain a provision authorized under
section 209¢e)- 209(1)(c), a -vetanteer- director of the corporation is only personally liable for
monetary damages for a breach of fiduciary duty as a director to the corporation, its
shareholders, or its members to the extent set forth in the provision.

(6) - If the corporation's articles of incorporation contain a provision authorized under
section -209¢&)- 209(1)(d), a claim for monetary damages for a breach of a volunteer director's
duty to any person other than the corporation, its shareholders, or its members shall not be
brought or maintained against the volunteer director. -Fhe-elaimshall- However, that claim
may be brought or maintained -instead- against the corporation, -whieh- and the corporation
shall be liable for any breach of the volunteer director's duty.

(7) 5> An action against a director or officer for failure to perform the duties imposed
by this section shall be commenced within 3 years after the cause of action has accrued, or within
2 years after the time when the cause of action is discovered ~ or should reasonably have been

discovered, by the complainant, whichever occurs first.
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Sec. 545a. (1) A transaction in which a director or officer is determined to have an
interest shall not, be enjoined, set aside, or give rise to an award of damages or other
sanctions because of the interest, in a proceeding by a shareholder, a member or a director
of a corporation organized on a directorship basis or by or in the right of the corporation,
if the person interested in the transaction establishes any of the following:

(a) The transaction was fair to the corporation at the time entered into.

(b) The material facts of the transaction and the director's or officer's interest were
disclosed or known to the board or an executive committee of the board and the board or
executive committee authorized, approved, or ratified the transaction.

(¢) The material facts of the transaction and the director's or officer's interest were
disclosed or known to the shareholders or members entitled to vote and they authorized,
approved, or ratified the transaction.

(2) For purposes of subsection (1)(b), a transaction is authorized, approved, or
ratified if it received the affirmative vote of the majority of the directors on the board or
the executive committee who had no interest in the transaction, though less than a quorum.
The presence of, or a vote cast by, a director with an interest in the transaction does not
affect the validity of the action taken under subsection (1)(b).

(3) For purposes of subsection (1)(c), a transaction is authorized, approved, or
ratified if it received the majority of votes cast by the holders of shares or members who
did not have an interest in the transaction. A majority of the votes held by shareholders or
members who did not have an interest in the transaction constitutes a quorum for the

purpose of taking action under subsection (1)(c).
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(4) Satisfying the requirements of subsection (1) does not preclude other claims
relating to a transaction in which a director or officer is determined to have an interest.
Those claims shall be evaluated under principles applicable to a transaction in which a
director or officer does not have an interest.

(5) Unless such compensation is prohibited by the articles of incorporation or the
bylaws, the board, by affirmative vote of a majority of directors in office and irrespective
of any personal interest of any of them, may, subject to any limitations in the articles of
incorporation or bylaws, establish reasonable compensation of directors for services to the
corporation as directors or officers, but approval of the shareholders or members is
required if the articles of incorporation, bylaws, or other provisions of this act require that
approval. Transactions pertaining to the compensation of directors for services to the
corporation as directors or officers shall not be enjoined, set aside, or give rise to an award
of damages or other sanctions in a proceeding by a shareholder or member or by or in the
right of the corporation unless it is shown that the compensation was unreasonable at the
time established or exceeded amounts permitted under the articles of incorporation or
bylaws.

Sec. 548. (1) _Exeepg_&gp;ewdeéﬂ%see&eﬂ{%meﬁs‘ Unless otherwise
prohibited by law or prohibited by the articles or incorporation or bylaws, a corporation may
lend money to, -er- guarantee an obligation of, or otherwise assist an officer or employee of the
corporation or a subsidiary, including an officer or employee who is a director of the corporation
or a subsidiary, -if, in the judgment of the board, the loan, guaranty, or assistance is reasonably

expected to benefit the corporation, or the loan, guaranty or assistance is pursuant to a plan
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authorizing loans, guaranties, or assistance that the board has reasonably determined will
benefit the corporation.

(2) A loan, guaranty, or assistance described in subsection (1) may be with or without
interest, and may be unsecured, or secured in a manner as the board approves, including a
pledge of shares of stock of a corporation organized on a stock basis or pledge of a
membership in a corporation organized on a membership basis.

(3) This section does not deny, limit, or restrict the powers of guaranty or warranty of a

corporation at common law or under any statute.
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following corporate actions are jointly and severally liable to the corporation for its benefit or
for the benefit of its creditors, shareholders, or members, -to-the-extent-of- for any legally
recoverable injury suffered by -such-persons- the corporation or those creditors, shareholders,
or members as a result of the action butnotto-exceed-the- in an amount that does not exceed
difference between the amount paid or distributed and the amount that lawfully could have
been -amount-unlawfutly- paid or distributed:

(a) -Pistribution-of-assets- Declaring a share dividend or distribution to shareholders
or members contrary to this act or contrary to any restriction in the articles of incorporation or

bylaws.

113



(b) e)-Distribution-of-assets- Making a distribution to shareholders or members
during or after dissolution of the corporation without paying - or -adegquately- providing for s-aH
knows- debts, obligations, and liabilities of the corporation as required in section 855S.

(¢) (&) Making -ef a loan to a director, -a#- officer, -direetor;- or employee of the
corporation or -ef a subsidiary _thereof- of the corporation contrary to this act.

(2) A director is not liable under this section if -the-direetor- he or she has complied with
section 541.

(3) A shareholder or member who accepts or receives a share dividend or distribution
with knowledge of facts indicating it is _net-authorized-by- contrary to this act, or any
restriction in the articles of incorporation or bylaws, is liable to the corporation in the amount
accepted or received by-the-shareholder-or member in excess of the shareholder’s or
member’s share of the amount that the corporation could lawfully distribute.

Sec. 552. (1) A director against whom a claim is successfully asserted under section 551
is entitled to contribution from the other directors who voted for, or concurred in, the action upon
which the claim is asserted.

(2) A director against whom a claim is successfully asserted under section 551 is
entitled, to the extent of the amounts paid by _the-director- him or her to the corporation as a
result of -such- the claims, to all of the following:

(a) Upon-paymentto- If the director pays the corporation -ef- any amount of an

improper share dividend or distribution, to be subrogated to the rights of the corporation against
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shareholders or members who received the share dividend or distribution in proportion to the
amounts received by them -respeetively-.

(b) Upen-paymentto- If the director pays the corporation -ef- any amount of the
purchase price of an improper purchase of shares or memberships, ) to have the corporation
rescind the purchase and recover for _the-director’s- his or her benefit, but at -the-director’s-his
or her expense, the amount of the purchase price from any seller who sold -such- the shares or
memberships with knowledge of facts indicating that sueh the purchase of shares or
memberships by the corporation was not authorized by this act, s-et-i)- or to have the
corporation assign to -saeh- the director any claim against the seller and, if consistent with its
articles of incorporation and bylaws, -such- the shares or memberships.

(c) Upen-paymentto- If the director pays the corporation -e£ the claim of a creditor
because of a violation of section -55+H)¢e)- 551(1)(b), to be subrogated to the rights of the
corporation against shareholders or members who received an improper distribution of assets.

(d) Upen-paymentte- If the director pays the corporation -ef- the amount of a loan
made improperly to a director, -an- officer, _director or employee, to be subrogated to the rights
of the corporation against a director, -an- officer, -direetors- or employee who received the
improper loan.

Sec. 553. (1) -A-If a director -whe- is present at a meeting of the board, or -& an
executive committee -thereof of which -the-direetor- he or she is a member, -at-which- and
action on a corporate matter referred-to- described in section 551 is taken at that meeting, the
director is presumed to have concurred in that action unless -& his or her dissent is entered in
the minutes of the meeting or unless -the-direetor- he or she files -a his or her written dissent to

the action with the person acting as secretary of the meeting before or promptly after the
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adjournment -thereef- of the meeting. The right to dissent does not apply to a director who
voted in favor of the action.

(2) -A- If a director who is absent from a meeting of the board, or -&-an executive
committee -thereof: of which -the-director he or she is a member, _at-which-any-such-aetionis
takern and action on a corporate matter described in section 551 is taken at that meeting,
the director is presumed to have concurred in the action unless -the-director- he or she files -a
his or her dissent with the secretary of the corporation within a reasonable time after -obtaining
he or she has knowledge of the action.

Sec. 561. Unless otherwise provided by law or -its- the articles of incorporation or
bylaws of the corporation, a corporation has the power to indemnify a person who was or isa
party or is threatened to be made a party to -any-a threatened, pending, or completed action, suit,
or proceeding, whether civil, criminal, administrative, or investigative and whether formal or
informal, other than an action by or in the right of the corporation, by reason of the fact that -the
person- he or she is or was a director, officer, employee, nondirector volunteer, or agent of the
corporation, or is or was serving at the request of the corporation as a directot, officer, partner,
trustee, employee, nondirector volunteer, or agent of another foreign or domestic corporation,
business corporation, partnership, joint venture, trust, or other enterprise, whether for profit or
not, -fer-profit-against- for expenses, including attorney's fees, judgments, penalties, fines, and
amounts paid in settlement actually and reasonably incurred by the-persen- him or her in
connection with the action, suit, or proceeding, if the person acted in good faith and in a manner
the-persor he or she reasonably believed to be in or not opposed to the best interests of the
corporation or its shareholders or members, and with respect to -afy-a criminal action or

proceeding, if the person had no reasonable cause to believe -that- his or her conduct was
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unlawful. The termination of -aay- an action, suit, or proceeding by judgment, order, settlement,
conviction, or upon a plea of nolo contendere or its equivalent, -shall- does not, of itself, create a
presumption that the person did not act in good faith and in a manner ~which—the-person- that he
or she reasonably believed to be in or not opposed to the best interests of the corporation or its
shareholders or members, and, with respect to any criminal action or proceeding, had reasonable
cause to believe that -the- his or her conduct was unlawful.

Sec. 562. Unless otherwise provided by law or its articles of incorporation or bylaws of
the corporation, a corporation has the power to indemnify a person who was or is a party - or
is threatened to be made a party to a threatened, pending, or completed action or suit by or in the
right of the corporation to procure a judgment in its favor by reason of the fact that -the-person
he or she is or was a director, officer, employee, nondirector volunteer, or agent of the
corporation, or is or was serving at the request of the corporation as a director, officer, partner,
trustee, employee, nondirector volunteer, or agent of another foreign or domestic corporation,
business corporation, partnership, joint venture, trust, or other enterprise, whether for profit or
not, -against- for expenses, including _actual and-reasenable- attorneys' fees—- and amounts paid
in settlement actually and reasonably incurred by the person in connection with the action or
suit, if the person acted in good faith and in a manner the person reasonably believed to be in or
not opposed to the best interests of the corporation or its shareholders or members. -Hewever;
indemnification-shallnot be-made- A corporation shall not indemnify a person for a claim,

issue, or matter in which the person has been found liable to the corporation -unless-and-onty-te
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except to the extent authorized in section 564c.

Sec. 563. 1 Unless otherwise provided by law or -its- the articles of incorporation or

bylaws of the corporation, to the extent that a director, officer, -employees or nondirector

defense of an action, suit, or proceeding referred to in section 561 or 562, or in defense of a

volunteer —otr-agent of a corporation -has-beer- is successful on the merits or otherwise in

claim, issue, or matter in the action, suit, or proceeding,

ired to assume his or her

ion is requ

indemnified-against or has established that the corporat

liabilities under section 209(1)(d) or section 209(1)(e), the corporation shall indemnify him
or her for actual and reasonable expenses, including _actual-and-reasenable- attorneys' fees,

incurred by him or her in connection with the action, suit, or proceeding and --any- an action,
suit, or proceeding brought to enforce the mandatory indemnification provided in this -subseetion
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Sec. 564a. (1) Except as otherwise provided in subsection (5), unless ordered by the
court, a corporation shall indemnify a director, officer, employee, nondirector volunteer or
agent under section 561 or 562, only if authorized in the specific case upon a determination
that indemnification of the director, officer, employee, nondirector volunteer, or agent is
proper in the circumstances because he or she has met the applicable standard of conduct
set forth in sections 561 and 562 and upon an evaluation that the expenses and amounts
paid in settlement are reasonable. This determination and evaluation shall be made in any
of the following ways:

(a) By a majority vote of a quorum of the board consisting of directors who are not
parties or threatened to be made parties to the action, suit, or proceeding.

(b) If the board is unable to obtain a quorum under subdivision (a), by majority
vote of a committee duly designated by the board and consisting solely of 2 or more
directors not at the time parties or threatened to be made parties to the action, suit, or
proceeding.

(¢) By independent legal counsel in a written opinion. The corporation must select

counsel to prepare the opinion in 1 of the following ways:
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(i) By the board or a committee of directors in the manner prescribed in
subdivision (a) or (b).

(ii) If the board is unable to obtain a quorum under subdivision (a) and the board is
unable to designate a committee under subdivision (b), by the board.

(d) By the shareholders or members, but shares or memberships held by directors,
officers, employees, nondirector volunteers or agents who are parties or threatened to be
made parties to the action, suit, or proceeding may not be voted.

(2) All directors may participate in designating a committee under subsection (1)(b)
or in selecting independent legal counsel under subsection (1)(e)(ii).

(3) If a person is entitled to indemnification under section 561 or 562 for a portion
of expenses, including reasonable attorneys' fees, judgments, penalties, fines, and amounts
paid in settlement, but not for the total amount, the corporation may indemnify the person
for the portion of the expenses, judgments, penalties, fines or amounts paid in settlement
for which the person is entitled to be indemnified.

(4) A corporation shall authorize payment of indemnification under this section in
any of the following ways:

(a) By the board in 1 of the following ways:

(i) If there are 2 or more directors who are not parties or threatened to be made
parties to the action, suit, or proceeding, by a majority vote of all directors who are not
parties or threatened to be made parties, a majority of whom shall constitute a quorum for
this purpose.

(ii) By a majority of the members of a committee of 2 or more directors who are not

parties or threatened to be made parties to the action, suit, or proceeding.

120



(iii) If there are less than 2 directors who are not parties or threatened to be made
parties to the action, suit, or proceeding, by the vote necessary for action by the board in
accordance with section 523. All directors may participate in authorization under this
subparagraph.

(b) By the shareholders or members, but shares or memberships held by directors,
officers, employees, nondirector volunteers, or agents who are parties or threatened to be
made parties to the action, suit, or proceeding may not be voted on the authorization.

(5) To the extent that the articles of incorporation eliminate or limit the liability of a
director under section 209(1)(c), a corporation may indemnify a director for the expenses
and liabilities described in this subsection without a determination that the director has
met the standard of conduct set forth in sections 561 and 562, but shall not indemnify the
director for obligations imposed under section 497(a) or, except to the extent authorized in
section 564c, if the director received a financial benefit to which he or she was not entitled,
intentionally inflicted harm on the corporation or its shareholders or members, violated
section 551, or intentionally committed a criminal act. In connection with an action or suit
by or in the right of the corporation described in section 562, indemnification under this
subsection may be for expenses, including attorneys’ fees, actually and reasonably
incurred. In connection with an action, suit or proceeding other than an action, suit, or
proceeding by or in the right of the corporation, described in section 561, a corporation
may indemnify a director under this subsection for expenses, including attorneys’ fees,
actually and reasonably incurred, and for judgments, penalties, fines and amounts paid in

settlement actually and reasonably incurred.
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Sec. 564b. (1) A corporation may pay or reimburse the reasonable expenses
incurred by a director, officer, employee, nondirector volunteer, or agent who is a party or
threatened to be made a party to an action, suit, or proceeding in advance of final
disposition of the proceeding if the person furnishes the corporation a written agreement,
executed personally or on his or her behalf, to repay the advance if it is ultimately
determined that he or she did not meet the standard of conduct, if any, required by this act
for the indemnification of a person under the circumstances.

(2) The agreement required by subsection (1) must be an unlimited general
obligation of the director, officer, employee, nondirector volunteer or agent, but may be
unsecured. A corporation accept an agreement required by subsection (1) without
reference to the financial ability of the person to make repayment.

(3) A corporation shall evaluate the reasonableness of advances under this section
in the manner described in section 564a(1) for evaluating the reasonableness of expenses
and an authorization shall be made in the manner specified in section 564a(4) unless an
advance is mandatory. A corporation may authorize advances with respect to a proceeding
and determine the reasonableness of advances or approve a method for determining the
reasonableness of advances in a single resolution covering the entire proceeding. However,
unless the action or resolution provides otherwise, an authorizing or determining authority
of the corporation may subsequently terminate or amend the authorization or
determination with respect to advances not yet made.

(4) A provision in the articles of incorporation or bylaws, a resolution of the board

or shareholders or members, or an agreement making indemnification mandatory shall
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also makes the advancement of expenses mandatory unless the provision, resolution, or
agreement specifically provides otherwise.

Sec. 564¢c. A director, officer, employee, nondirector volunteer, or agent of the
corporation who is a party or threatened to be made a party to an action, suit, or
proceeding may apply for indemnification to the court conducting the proceeding or to
another court of competent jurisdiction. After receiving an application, the court after
giving any notice it considers necessary may order indemnification if it determines all of
the following are met:

(a) Indemnification is not prohibited under section 497(a) and is consistent with
other applicable law and with any restrictions in the articles of incorporation or the
bylaws.

(b) The person is fairly and reasonably entitled to indemnification in view of all the
relevant circumstances, whether or not he or she met the applicable standard of conduct
set forth in sections 561 or 562 or was adjudged liable as described in section 562.
However, if he or she was adjudged liable, his or her indemnification is limited to
reasonable expenses incurred.

Sec. 565. (1) “Fhe- An indemnification or -advaneement advance of expenses provided
under sections 561 to 564- 564c¢ is not exclusive of other rights to which a person seeking
indemnification or -advanecement- advance of expenses may be entitled under the articles of
incorporation, bylaws, or a contractual agreement. Howevers-the- The total amount of expenses
advanced or indemnified from all sources combined shall not exceed the amount of actual

expenses incurred by the person seeking indemnification or -advaneement- advance of expenses.
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(2) -Fhe-indemnification-provided-in- Indemnification under sections 561 to 564-and
this-seetion- 565 continues as to a person who ceases to be a director, officer, employee,
nondirector volunteer, or agent and -shall-inure- inures to the benefit of the heirs, -exeettors;
personal representatives, and administrators of the person.

Sec. 567. (1) A corporation -shat-have-pewer-te- may purchase and maintain insurance
on behalf of any person who is or was a director, officer, employee, nondirector volunteer, or
agent of the corporation, or who is or was serving at the request of the corporation as a director,
officer, partner, trustee, employee, nondirector volunteer, or agent of another foreign or
domestic corporation, foreign or domestic business corporation, limited liability company,
partnership, joint venture, trust, or other enterprise for profit or nonprofit against any liability
asserted against -the-persen- him or her and incurred by -the-persor- him or her in -any-such
that capacity or arising out of the-person’s- his or her status as such, whether or not the
corporation -weuld-have- has power to indemnify -the-persen- him or her against -sueh- liability
under sections 561 to 565.

(2) If the articles of incorporation include a provision eliminating or limiting the
liability of a director under section 209(1)(c), the corporation may purchase insurance on
behalf of a director under subsection (1) from an insurer owned by the corporation, but
insurance purchased from that insurer may insure a director against monetary liability to
the corporation or its shareholders or members only to the extent to which the corporation
could indemnify the director under section 564a(5).

Sec. 569. For purposes of sections 561 to 567, "corporation” includes all constituent
corporations absorbed in a consolidation or merger and the resulting or surviving corporation or

business corporation, so that a person who is or was a director, officer, employee, nondirector
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volunteer, or agent of the constituent corporation or is or was serving at the request of the
constituent corporation as a director, officer, partner, trustee, employee, nondirector volunteer, or
agent of another foreign or domestic corporation, foreign or domestic business corporation,
limited liability company, partnership, joint venture, trust, or other profit or nonprofit
enterprise -whetherfor-profit-ornet- shall stand in the same position under the provisions of this
section with respect to the resulting or surviving corporation or business corporation as the
person would if -the-person- he or she had served the resulting or surviving corporation or
business corporation in the same capacity.

Sec. 571. As used in sections 561 to 567:

(a) "Fines" shall include any excise taxes assessed on a person with respect to an
employee benefit plan.

(b) "Other enterprises" includes employee benefit plans.

(¢) "Serving at the request of the corporation'' shall include any service as a
director, officer, employee, nondirector volunteer, or agent of the corporation that imposes
duties on, or involves services by, the director, officer, employee, nondirector volunteer, or
agent with respect to an employee benefit plan, its participants, or its beneficiaries.

(d) A person who acted in good faith and in a manner he or she reasonably believed
to be in the interest of the participants and beneficiaries of an employee benefit plan is
considered to have acted in 2 manner ''not opposed to the best interests of the corporation
or its shareholders or members" as referred to in sections 561 and 562.

Sec. 601. (1) A corporation may amend its articles of incorporation if the amendment

contains only -saeh- provisions _as-mightlawfully be-contained-in- that original articles of

incorporation filed at the time —of making- the amendment is made might lawfully contain.

125



(2) Subject to section -3645)-301(6), a corporation may amend its articles of
incorporation to become a business corporation by adopting restated articles of incorporation -
accordanee-with- under section 641 _which-shall-so-amend-the-articles-that-they-shall- if the
restated articles of incorporation contain only -saeh- those provisions -as-might-be-lawfully

contained-in- that original articles of incorporation of a business corporation -erganized- formed

under ActNo—284-of the-Publie-Aets-of- 1972 m
of the Michigan-CompiledLaws- the business corporation act might contain. The adoption
and filing of restated articles of incorporation under this subsection does not constitute a
dissolution of the corporation.

(3) Subject to section 301(6), a corporation may amend its articles of incorporation
to become a professional service corporation by adopting restated articles of incorporation
under section 641 if the restated articles of incorporation contain only those provisions that
original articles of incorporation of a professional service corporation formed under the
professional service corporation act, 1962 PA 192, MCL 450.221 to 450.235, might contain.
The adoption and filing of restated articles of incorporation under this subsection does not
constitute a dissolution of the corporation.

Sec. 602. Without limitatienapen- limiting the general power of amendment granted by
section 601, a corporation may amend its articles of incorporation to do any of the following:

(a) To-change- Change its corporate name.

(b) Fo-entarge;- Enlarge, limit, or otherwise change its corporate purposes or powers.

(c) -Fo-change- Change the duration of the corporation.

(d) -Fe-inerease- Increase or decrease the aggregate number of shares, or shares of any

class -whieh- that the corporation has authority to issue.
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(e) To-exchange- Exchange, classify, reclassify, or cancel any of its issued or unissued
shares.

(f) Fo-change- Change the designation of any of its issued or unissued shares, -and-to
or change the qualifications, preferences, limitations, and relative rights -respeet- of any of its
issued or unissued shares or of its members.

(g) -Fo-change- Change the issued or unissued shares of any class into a different
number of shares of the same class or into the same or a different number of shares of other
classes.

(h) -Fe-ereate- Create new classes of shares or members -having-that have rights and
preferences superior to, -ot- inferior to, or equal with, the issued or unissued shares or the
members- memberships of any class then authorized.

(i) Cancel or otherwise affect the right of the holders of the shares or memberships
of any class to receive distributions which have accrued but have not been declared.

(j) Limit, deny, or grant to shareholders or members of a class the preemptive right
to acquire shares or memberships of the corporation.

(k) i)-TFo-change- Change its registered office or change its resident agent.

() —TFe-strike- Strike out, change, or add any provision for management of -the
business- and conduct of the affairs of the corporation, or creating, defining, limiting, and
regulating the powers of the corporation, its -direetor-and- directors, shareholders, -0t members
or any class of shareholders or members, including any provision -which- that under this act is
required or permitted to be set forth in the bylaws.

(m) -Jo—Fe-change- Change its -basis- form of organization to a stock corporation or a

nonstock corporation organized -u#pen- on a membership or directorship basis,_ —i-which-event
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the-amendment-shall- An amendment under this subsection must comply with section 202(c)

and (d) or section -202¢e}- 202(f) and (5- (g), as applicable.

Sec. 611. (1) Before the first meeting of the board, the incorporators may amend the
articles of incorporation by -complying-with-seetion—63H1H- unanimous consent of the
incorporators.

(2) Unless the articles of incorporation provide otherwise, the board of a
corporation organized on a stock or membership basis may adopt 1 or more of the
following amendments to its articles of incorporation without shareholder or member
action:

(a) Extend the duration of the corporation if it was incorporated at a time when
limited duration was required by law.

(b) Delete the names and addresses of the initial directors.

(c) Delete the name and address of a prior resident agent, if a statement of change is
on file with the administrator.

(d) Delete descriptions of the property of the corporation or its value.

(e) Change each issued and unissued authorized share of an outstanding class into a
greater number of whole shares if the corporation has only shares of that class outstanding.

(f) Change the corporate name by adding, deleting or changing the word
“corporation,” “incorporated,” “company,” “limited,” “association” or “society” or the
abbreviation “corp.,” “inc.,” “co.,” “Itd.,” or “assn.,” or a similar word or abbreviation in
the corporate name, or by adding deleting or changing a geographical attribution for the

corporate name.
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(2) Any other change expressly permitted by this act to be made without
shareholder or member approval.

42} (3) Except for an amendment described in -subseetion- subsections (1) and (2) and
except as otherwise provided in this act, a corporation must adopt any amendment to the articles
of incorporation in 1 of the following manners as provided in this -seetion- subsection:

(a) If the corporation is organized on a membership basis, by a vote of the members
entitled to vote on the amendment.

(b) If the corporation is organized on a stock basis, by a vote of the shareholders entitled
to vote on the amendment.

(¢) If the corporation is organized on a directorship basis, unless the articles of
incorporation specify a different manner, by a vote of the directors.

-3) (4) A corporation or a member, shareholder or director proposing an
amendment to the articles of incorporation shall give notice of a meeting to consider an
amendment to the articles of incorporation to each member, shareholder, or director entitled to
vote on the amendment, as applicable. The notice shall contain the proposed amendment or a
summary of the changes that will occur in the amendment is adopted. The corporation or a
member, shareholder, or director proposing an amendment to the articles of incorporation
shall provide the notice with the time and in the manner provided in this act for giving notice of
meetings of shareholders, members, or directors except that, in the case of a -the- corporation
organized on a directorship basis, -shall-give- the notice of the meeting shall be given to each
director then in office not less than 10 days before the meeting.

4} (5) At a meeting to consider an amendment to the articles of incorporation, a vote of

shareholders, members, or directors entitled to vote shall be taken on the proposed amendment.
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The proposed amendment is -adepted- approved if -it-receives-the-affirmative-vote-of a majority
of the -eutstandingshares- votes held by shareholders or members entitled to vote on the
proposed amendment are cast in favor of the amendment or, in the case of a corporation
organized on a directorship basis, if it receives the affirmative vote of a majority of the
directors then in office. If any class of shares or members is entitled to vote on the proposed
amendment as a class, -the-affirmative-vote-of a majority of the -eutstandingshares- votes held
by shareholders or members of that class -is-alse-required- must also be cast in favor of the
amendment to -adept-the-amendment- approve it. The voting requirements of this section are
subject to greater requirements as prescribed by this act for specific amendments, or as provided
in the articles of incorporation or bylaws. In addition, unless a greater vote is required in the
articles of incorporation, or in a bylaw adopted by the shareholders, members, or directors of a
corporation organized on a directorship basis, the proposed amendment is -adepted
approved if -H-reeeives-an-affirmative-vote-of a majority of the votes cast by members or
shares-of- shareholders present in person, by proxy, or by electronic transmission at the meeting
are cast in favor of the amendment and, if any class or shares or members is entitled to vote
on the proposed amendment as a class, a majority of the votes held by shareholders or
members of each such class present in person, by proxy, or by electronic transmission at
the meeting are cast in favor of the amendment, or a majority of a quorum of the board of
directors of a corporation organized on a directorship basis vote in favor of the
amendment, if due notice of the time, place, and object of the meeting was given by mail, at the
last known address, to each shareholder, member or director entitled to vote -thereon- at least 20

days before the date of the meeting or by publication in a publication distributed by the
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corporation to its sharcholders or members at least 20 days -prier-te- before the date of the
meeting.

-5} (6) The shareholders, members, or director may act on any number of amendments
at 1 meeting.

«6) (7) If an amendment to the articles of incorporation is adopted, the corporation shall
file a certificate of amendment as provided in section 631.

Sec. 615. (1) The holders of a class of -the- outstanding shares of a corporation
organized on a stock basis or the -member- members of a class of a corporation organized on
a membership basis may vote as a class -upen- on a proposed amendment, whether or not
entitled to vote -thereor- on the amendment by the articles of incorporation, if the amendment
would increase or decrease the aggregate number of authorized shares of the class or alter or
change the powers, preferences, or special rights of the shares or members of the class or other
classes so as to affect the class adversely.

(2) This section does not confer voting rights on members of a corporation
organized on a directorship basis.

Sec. 631. (1) If the- an amendment to the articles of incorporation is -made
approved as provided in section 611(1), a majority of the incorporators shall sign and file a
certificate of amendment _shal.uw_s*gned—byal%%he—meefpﬁﬁ%ﬂ—&ﬂéﬂed‘ on behalf of the
corporation, setting forth the amendment and certifying that the amendment -is- was adopted by
unanimous consent of the incorporators before the first meeting of the board.

(2) If an amendment to the articles of incorporation is approved under section
611(2), a certificate of amendment shall be executed and filed on behalf of the corporation

setting forth the amendment and certifying that it was adopted by the board of directors.
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2> (3) Jn-ease-of any-other amendment;exeept- Except for an amendment to the
articles of incorporation described in subsection (1) or (2) or as otherwise provided in this
act, if an amendment is approved, a certificate of amendment shall be executed and filed on
behalf of the corporation, setting forth the amendment and certifying that the amendment -has
been- was adopted in accordance with section -6-H2)- 611(3).

(4) If a corporation amends an article in its articles of incorporate that is divided
into separately identified sections, the certificate of amendment may only set forth the
section of the article that was amended. Otherwise, the certificate of amendment must set
forth the entire article that was amended.

Sec. 641. (1) A corporation may integrate into a single instrument the provisions of its
articles of incorporation -whieh- that are then in effect and operative, as -theretofore- amended,
and at the same time may also further amend its articles of incorporation by adopting restated
articles of incorporation.

(2) All of the incorporators may adopt restated articles of incorporation before the
first meeting of the board by complying with the provisions of sections 642 and 643(1).

+2)- (3) If the restated articles of incorporation merely restate and integrate, but do not
further amend the articles of incorporation as -theretofore- previously amended or if the
restated articles of incorporation contain only those amendments that may be approved by
the board under section 611(2), -they- the restated articles of incorporation may be adopted
by the board without a vote of the shareholders or members, or by the shareholders or members,
in which case the procedure and vote required by section -6H2)- 611(3) is applicable. If the
restated articles of incorporation restate and integrate and also further amend in any material

respect the articles of incorporation, as _theretofore- previously amended, -they-shall-be-adepted
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by- a vote of the incorporators under subsection (2) or a vote of the shareholders, members,
or directors -purstant-teo- under section -6+-H2)- 611(3) is required to adopt restated articles of
incorporation.

33 (4) An amendment -effected- adopted in connection with the restatement -ané
ntegration- of the articles of incorporation is subject to any other provision of this act, not
inconsistent with this section, -whieh- that would apply if a certificate of amendment were filed
to effect sueh- that amendment.

Sec. 642. (1) Restated- The heading of restated articles of incorporation shall -be
specifically -designated- designate them as such, -inthe headingthereof~ They shall state,
either in the heading or in an introductory paragraph, the corporation's present name, and, if it
has been changed, all of its former names and the date of filing of its original articles of
incorporation. Restated articles of incorporation shall state that they were duly adopted by the
incorporators, directors, shareholders, or members in accordance with -this- section 641.

(2) If adopted by the incorporators under section 641(2), restated articles of
incorporation shall state that they were duly adopted by unanimous consent of the
incorporators before the first meeting of the board. If adopted by the board without a vote of
the shareholders + or members ;-or-direetorss-according to the procedure and vote required by
section -64-H2);- 641(4) -they- the restated articles of incorporation shall state that they only
restate and integrate and do not further amend the existing articles as -theretofore- previously
amended, and, except as permitted in section 611(2), that there is no material discrepancy
between those provisions and the provisions of the restated articles of incorporation. Restated
articles of incorporation may omit -saeh- any provisions of the original, amended or previously

restated articles -whieh- of incorporation that named the incorporators, the initial board, or
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original subscribers for shares or original members or describe or value corporate property,
and the omission s- shall not _deemed- be considered a further amendment.

Sec. 643. (1) A majority of incorporators shall sign and file restated articles of
incorporation adopted under section 641(3) in accordance with section 131.

(2) Restated- Except as provided in subsection (1), a corporation shall execute and
file restated articles of incorporation _shall be-executed- in accordance with section 131.

(3) When such-a filing of restated articles of incorporation becomes effective, the
corporation's original articles of incorporation ~as-amended;- and previous amendments are
superseded, + and _theneeforth- the restated articles of incorporation, including any -farthet
amendments -maade-therebys included in the restated articles of incorporation, shall be the

articles of incorporation of the corporation.
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March 2012 Draft — Chapters 7 and 8

Sec. 701. (1) Two or more domestic corporations may merge into 1 of the corporations
or-consolidate-inte-a-new-corperation- pursuant to a plan of merger -or-consokidation approved in
the manner provided in this act.

(2) The board of each corporation proposing to participate in a merger -or-conselidation
shall adopt a plan of merger, _or-consolidation,-settingforth that sets forth all of the following:

(a) The name of each constituent corporation and the name of the constituent
corporation that will be the surviving -or-censelidated- corporation.

(b) -As-te- For each constituent corporation -whieh- that is a stock corporation, the
designation and number of outstanding shares of each class, specifying the classes entitled to
vote; -and- each class ~if-any;- entitled to vote as a class; and, if the number of -any-such- shares
is subject to change before the effective date of the merger, -ox-censelidation;- the manner in
which the change may occur.

(c) -Aste- For each constituent corporation -whieh- that is a -nonsticlk membership
corporation, a description of the members, _in the case-of amembership-corperation;- including
the number, classification, and voting rights of members, +-of

(d) For each constituent corporation that is a directorship corporation, a description
of the organization of the board, _inthe case-of a-directorship-corporation;- including the number,
classification, and voting rights of directors.

(€) & The terms and conditions of the proposed merger, or-conselidation;- including
the manner and basis of converting the shares of or membership or other interest in each

constituent corporation into shares, -bends- obligations, or other securities of or membership or
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other interest in the surviving _or-consolidated- corporation, or into cash or other consideration,
which- if any, that may include shares, bonds, rights, or other property or securities of or
membership or other interests in a corporation whether or not a party to the merger, or into a
combination -thereef- of those securities, interests, and property.

(f) (e)-In-a-merger;a A statement of -an- any amendment to the articles of incorporation
of the surviving corporation to _be-effected-by- result from the merger or -a- any restatement of
the articles of incorporation -as-previded-- under section 641(1), -whieh-shall-be- in the form

of for restated articles of incorporation -as-provided- required in section 642 -and-in-a

ration formed-1nm o
Fatio1orhTaTunTT

(g) - Other provisions with respect to the proposed merger -or-consolidationas- that
the board considers necessary or desirable.

(3) Notwithstanding the provisions of this section and other provisions of this act, a
corporation shall make distributions to shareholders or members of any corporation or to
any other person in connection with a merger only in conformity with section 301 and with
limitations on distributions in the articles of incorporation of that corporation.

Sec. 703a. (1) Except as provided in subsections 2(e) and (f), a plan of merger
adopted by the board of each constituent corporation that is organized on a stock or
membership basis shall, except as provided in subsection 2(e) and (f), be submitted for
approval at a meeting of the shareholders or members.

(2) For a plan of merger to be approved under subsection (1), all of the following

shall apply:
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(a) The board must recommend the plan of merger to the shareholders or
members, unless the board determines that because of conflict of interest, events occurring
after the board adopts the plan, contractual obligations, or other special circumstances it
should make no recommendation and communicates the basis for its determination to the
shareholders or members with the plan.

(b) The board may condition its submission of the proposed merger on any basis.

(c) The corporation shall give notice of the shareholder or membership meeting to
each shareholder or member of record, whether or not entitled to vote at the meeting,
within the time and in the manner provided in this act for giving notice of meetings of
shareholders or members. The notice shall include or be accompanied by a copy or
summary of the plan of merger. If a summary of the plan is given, the notice shall state
that a copy of the plan is available upon request.

(d) At the meeting of the shareholders or members, the sharcholders or members
shall vote on the proposed plan of merger. Subject to subdivision () the plan is approved
if all of the following are met:

(i) A majority of the votes held by shareholders or members of the corporation
entitled to vote on the plan are cast in favor of the plan.

(i) If a class of members or shareholders is entitled to vote on the plan as a class, a
majority of the votes held by shareholders or members of the class are cast in favor of the
plan. A class of shares or of members is entitled to vote as a class in the case of a merger, if
the plan of merger contains a provision that, if contained in a proposed amendment to the

articles of incorporation, would entitle the class of shares or members to vote as a class.

137



(e) Notwithstanding subdivision (d), unless a greater vote is required in the articles
of incorporation or in a bylaw adopted by the shareholders or members, if there are more
than 20 shareholders or members entitled to vote at the meeting, the plan of merger is
adopted if a majority of the votes held by shareholders or the members present in person
or by proxy at such meeting are cast in favor of the plan and, if a class of shareholders or
members is entitled to vote on the proposed merger as a class, a majority of the votes held
by shareholders or members of each such class present in person or by proxy at the
meeting are cast in favor of the plan.

(f) Except as provided in section 754 or unless required by the articles of
incorporation or bylaws, action on a plan of merger by the shareholders or members of a
surviving corporation that is organized on a stock or membership basis is not required if
all of the following apply:

(i) The articles of incorporation of the surviving corporation will not differ from its
articles of incorporation before the merger.

(i) Each shareholder of the surviving corporation whose shares were outstanding
immediately before the effective date of the merger will hold the same number of shares,
with identical designations, voting rights, preferences, limitations, and relative rights,
immediately after the merger or each member of the surviving corporation whose
membership was outstanding immediately before the effective date of the merger will be a
member with identical designations, voting rights, preferences, limitations, and relative

rights, immediately after the merger.
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(2) A plan of merger may provide for differing forms of consideration for holders of
shares or memberships within the same class based upon the election of the holders or
members, the amount of shares or memberships held, or another reasonable basis.

(3) If any merging corporation is organized on a directorship basis, the board shall
approve the plan of merger by an affirmative vote of a majority of the directors then in
office or a higher number of directors if specified in the articles of incorporation or bylaws.
The corporation shall give notice of the meeting to authorize the merger to each director
then in office not less than 20 days before the meeting. The notice shall include or be
accompanied by a copy or a summary of the plan of merger.

Sec. 706. (1) If a domestic corporation has not commenced business, has not issued
any shares or memberships, and has not elected a board, the corporation may merge with
any domestic or foreign corporation by unanimous consent of its incorporators.

(2) If incorporators unanimously consent to a merger under subsection (1), a
majority of incorporators shall execute a certificate of merger in accordance with section
707.

(3) The other domestic or foreign corporations participating in the merger with a
domestic corporation described in subsection (1) shall comply with the provisions of this
act dealing with mergers that are applicable to them.

Sec. 707. (1) After -approval-ef a plan of merger -or-consolidation;- is approved under
this act, each constituent corporation shall sign and file a certificate of merger -or-a-certifteate

ofconsolidation-shall be-executed-and-filed- on behalf of -each- that corporation. The certificate

@
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shall set forth -the-plan-ofmergeror-the-plan-of consolidation-and-either- all of the following:
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The statements required by section 701(2)(a), (b), and (d), and the manner and basis of

converting the shares or memberships of each constituent corporation organized on a stock

or membership basis as set forth in the plan of merger.

in-accordance-with section703(3)— A statement that the boards have adopted the plan of
merger in accordance with section 701.

(¢) A statement that the surviving corporation will furnish the plan of merger, on
request and without cost, to any shareholder or member of any constituent corporation.

(d) If approval of the shareholders or members of 1 or more corporations party to
the merger was required, a statement that the plan was approved by the shareholders or
members in accordance with section 703a.

(¢) If the merger is governed by section 706, a statement that the merging
corporation has not commenced business, has not issued any shares or memberships, and
has not elected a board and that the plan of merger was approved by the unanimous
consent of the incorporators.

(f) A statement of any assumed names of merging corporations transferred to the
surviving corporation as authorized by section 217(3), specifying each transferred assumed
name and the name of the corporation from which it is transferred. The certificate may
include a statement of corporate names or assumed names of merging corporations that
are to be treated as newly filed assumed names of the surviving corporation under section

217(4).
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(2) Fhe- A certificate of merger -or-econselidation-shatt-become- becomes effective in
accordance with section 131.

Sec. 711. (1) A domestic corporation may merge 1 or more subsidiary corporations
into itself, or may merge itself, or itself and any 1 or more subsidiary corporations into any
other subsidiary corporation, without approval of the shareholders or members of any of
the corporations, except as provided in section 713. The board of the parent corporation
shall approve a plan of merger setting forth those matters required to be set forth in a plan
of merger under section 701. Approval by the board of any such subsidiary corporation is
not required.

(2) If the parent corporation owns less than 100% of the outstanding shares or
memberships of any subsidiary corporation that is a constituent corporation, the parent
corporation shall promptly after the filing of the certificate of merger mail a copy or
summary of the plan of merger to each minority shareholder or member of record of each
such subsidiary corporation, unless the shareholder or member waives the requirement in
writing.

(3) The authority of a corporation to merge under this section does not prevent the
corporation for using other provisions of this act to complete a merger.

(4) As used in this section and in sections 712 and 713:

(a) “Constituent corporation” means a corporation that is a party to the merger
described in subsection (1).

(b) A domestic corporation is a “subsidiary corporation” if another domestic

corporation holds at least 90% of its shareholder or member votes.
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Sec. 712. (1) After a plan of merger is adopted as provided in section 711, the
parent corporation shall execute and file a certificate of merger that sets forth all of the
following:

(a) The statements required by section 701(2)(a) and (d), and the manner and basis
of converting shares or memberships of each constituent corporation as set forth in the
plan of merger.

(b) The number of outstanding shares or memberships of each class of each
subsidiary corporation that is a party to the merger and the number of shares or
memberships of each class owned by the parent corporation.

(c) A statement of any assumed names of merging corporations transferred to the
surviving corporation as authorized in section 217(3), specifying each transferred assumed
name and the name of the corporation from which it is transferred. The certificate may
include a statement of corporate names or assumed names of merging corporations that
are to be treated as newly filed assumed names of the surviving corporation under section
217(4).

(2) The merger shall become effective in accordance with section 131.

Sec. 713. (1) A subsidiary corporation that is a constituent corporation in a merger
under section 711 shall obtain the approval of its shareholder or members if its articles of
incorporation require approval of a merger by the affirmative vote of holders of more than
the percentage of shareholder or member votes of any class of the corporation then held by
the parent corporation.

(2) A parent corporation shall obtain approval of its shareholders or members for a

merger under section 711 if either of the following applies:
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(a) Ifits articles or incorporation require shareholder or member approval of the
merger.

(b) Pursuant to section 703a, if the plan of merger contains a provision that would
amend any part of the articles of incorporation of the parent corporation into which a
subsidiary corporation is being merged, or a subsidiary corporation is to be the surviving
corporation of the merger.

Sec. 724 All of the following apply when a merger takes effect:

(a) Every other corporation that is a party to the merger merges into the surviving
corporation and the separate existence of every corporation that is a party to the merger
except the surviving corporation ceases. A merger in which a domestic corporation is the
surviving corporation is not considered a dissolution of any constituent domestic
corporation or domestic business corporation.

(b) The title to all real estate and other property and rights owned by each
corporation that is a party to the merger are vested in the surviving corporation without
reversion or impairment.

(¢) The surviving corporation may use the corporate name and the assumed names
of any merging corporation, if the filings required under section 217(3) and (4) are made.

(d) The surviving corporation has all liabilities of each corporation that is a party to
the merger.

(¢) A person may continue any proceeding pending against any corporation that is
a party to the merger as if the merger did not occur or the surviving corporation may be

substituted in the proceeding for the corporation whose existence ceased.
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(f) The articles of incorporation of the surviving corporation are amended to the
extent provided in the plan of merger.

(g) The shares or memberships of each corporation party to the merger that are to
be converted into shares, obligations, or other securities of or membership or other
interests in the surviving or any other corporation or into cash or other property are
converted.

Sec. 735. (1) One or more domestic business corporations, foreign corporations or
foreign business corporations may merge with 1 or more domestic corporations if all of the
following are met:

(a) In a merger involving a foreign corporation or a foreign business corporation,
the merger is permitted by the law of the state or country under whose law each foreign
corporation and each foreign business corporation is incorporated and each foreign
corporation or foreign business corporation complies with that law in effecting the merger.
If the parent corporation in a merger conducted under section 711 is a foreign corporation
or a foreign business corporation, it shall comply, notwithstanding the provisions of the
laws of its jurisdiction of incorporation, with all of the following:

(i) Section 711(2) with respect to notice to shareholders or members of a domestic
subsidiary corporation that is a party to the merger.

(ii) Section 712 with respect to the certificate of merger.

(b) If a foreign corporation authorized to conduct affairs or transact business in
this state is a party to a merger, it shall comply with the applicable provision of Section

1021 and 1035.
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(¢) In a merger involving 1 or more domestic business corporations, the merger is
permitted by the business corporation act, and each domestic business corporation
complies with that law in effecting the merger. However, if the parent corporation ina
merger conducted under section 711 is a domestic business corporation, it shall also comply
with section all of the following:

(i) Section 711(2) with respect to notice to shareholders or members of a domestic
subsidiary corporation that is a party to the merger.

(i) Section 712 with respect to the certificate of merger.

(d) Each domestic corporation complies with the applicable provisions of sections
701 through 713.

(2) If the surviving corporation of a merger is a foreign corporation to be governed
by the laws of a jurisdiction other than this state, it shall comply with the provisions of this
act with respect to foreign corporations if it is to conduct affairs in this state. If the
surviving corporation in a merger is a foreign business corporation to be governed by the
laws of a jurisdiction other than this state, it shall comply with the provisions of the
business corporation act with respect to foreign business corporations if it is to transact
business in this state.

(3) The surviving corporation in a merger is liable, and is subject to service of
process in a proceeding in this state, for the enforcement of an obligation of a domestic
corporation that is party to the merger.

(4) This section does not limit the power of a domestic business corporation, foreign

corporation or a foreign business corporation to acquire all or part of the shares or
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memberships of 1 or more classes of a domestic corporation through a voluntary exchange
or otherwise.

(5) Notwithstanding the provision of this section or any other provisions of this act,
distributions to shareholders or members of any corporation or to any other person in
connection with a merger with a domestic business corporation, foreign corporation, or
foreign business corporation shall be made only in conformity with Section 301 and with
any limitations on distributions in the articles of the corporation.

Sec. 736a. (1) Except as provided in subsection (2) and subject to subsection 8),1
or more domestic corporations may merge with 1 or more business organizations if all of
the following requirements are met:

(a) The merger is permitted by the law of the jurisdiction in which each constituent
business organization is organized and each constituent business organization complies
with that law in effecting the merger, and each foreign constituent business organization
transacting business in this state complies with the applicable laws of this state.

(b) The board of each domestic corporation proposing to participate in a merger
adopts a plan of merger, that sets forth all of the following:

(i) The name of each constituent entity, the name of the constituent entity that will
be the surviving entity, the street address of the surviving entity's principal place of
business, and the type of organization of the surviving entity.

(i) If a domestic corporation that is a party to the merger is a stock corporation,
the designation and number of outstanding shares of each class, specifying the classes

entitled to vote, each class entitled to vote as a class, and, if the number of shares is subject

146



to change before the effective date of the merger, the manner in which the change may
occur.

(iii) If a domestic corporation that is a party to the merger is a membership
corporation, a description of the members, including the number, classification, and voting
rights of members.

(iv) If a domestic corporation that is a party to a merger is a directorship
corporation, a description of the organization of the board, including the number,
classification, and voting rights of directors.

(v) The terms and conditions of the proposed merger, including the manner and
basis of converting the shares, partnership interests, membership interests, or other
ownership interests of each constituent entity into ownership interests, obligations, or other
securities of or membership or other interests in the surviving entity, or into cash or other
consideration, if any, that may include ownership interests, obligations or other securities
of or membership or other interests in an entity not a party to the merger, or into a
combination of those securities, interests or property.

(vi) If the surviving entity is to be a domestic corporation, a statement of any
amendment to the articles of incorporation of the surviving corporation that will result
from the merger or any restatement of the articles as provided in section 641(1), in the
form for restated articles required under section 642.

(vii) Other provisions with respect to the proposed merger that the board considers
necessary or desirable.

(¢) A plan of merger adopted by the board of each constituent domestic corporation

shall be submitted for approval at a meeting of the shareholders or members as provided in
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section 703a(1), or, if the corporation is organized on a directorship basis, for approval by
the board of directors, as provided in section 703a(3).

(2) If a domestic corporation has not commenced business, has not issued any
shares, and has not elected a board, the corporation may merge with any domestic or
foreign entity by unanimous consent of its incorporators. If the incorporators unanimously
consent to a merger under this subsection, a majority of the incorporators shall execute a
certificate of merger in accordance with subsection (3)

(3) After a plan of merger is approved, each domestic corporation that is a party to
the merger shall execute and file a certificate of merger. The certificate shall set forth all of
the following:

(a) A statement of the applicable requirements set forth in subsections (1)(b)(i), (ii),
(iii), (iv), (v), (vi) and (vii), and the manner and basis of converting the ownership,
membership or other interests of each constituent entity as set forth in the plan of merger.

(b) A statement that the plan of merger has been adopted by the board in
accordance with subsection (1)(b).

(¢) A statement that the surviving entity will furnish a plan of merger, on request
and without cost, to any shareholder or member of the domestic corporation.

(d) If approval of the sharcholders or members of the domestic corporation was
required, a statement that the plan was approved by the shareholders or members in
accordance with subsection (1)(c) or, if the corporation is organized on a directorship basis,
a statement that the plan was approved by the board of directors in accordance with

subsection (1)(c).
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(e) If subsection (2) applies to a merger, a statement that the corporation has not
commenced business, has not issued any shares or memberships, and has not elected a
board, and that the plan of merger was approved by the unanimous consent of the
incorporators.

(f) A statement of any assumed names of merging entities transferred to the
surviving entity as authorized by section 217(3), specifying each transferred assumed name
and the name of the entity from which it is transferred. If the surviving entity is a domestic
corporation or a foreign corporation authorized to conduct affairs in this state, the
certificate may include a statement of the names or assumed names of merging entities that
are to be treated as newly filed assumed names of the surviving corporation under section
217(4).

(4) The certificate of merger becomes effective in accordance with section 131.

(5) When a merger takes effect, all of the following apply:

(a) Every other entity that is a party to the merger merges into the surviving entity
and the separate existence of every entity that is a party to the merger except the surviving
entity ceases.

(b) The title to all real estate and other property and rights owned by each entity
that is a party to the merger are vested in the surviving entity without reversion or
impairment.

(c) The surviving entity may use the name and the assumed names of any entity that
is a party to the merger, if the filings required by section 217(3) or (4) or other applicable

statute are made.
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(d) The surviving entity has all liabilities of each entity that is a party to the merger.
This section does not affect the liability, if any, of a person who was an obligated person
with respect to an entity that is a party to the merger for acts or omissions that occurred
before the merger.

(e) A person may continue any proceeding pending against any entity that was a
party to the merger as if the merger did not occur, or the surviving entity may be
substituted in the proceeding for the entity whose existence ceased.

(f) The articles of incorporation of a surviving domestic corporation are amended
to the extent provided in the plan of merger.

(g) The ownership interests, shares or memberships of each entity that is aparty to
the merger that are to be converted into ownership interests or obligations of or
membership or other interests in the surviving entity or into cash or other property are
converted.

(6) If the surviving entity in a merger under this section is a foreign business
organization, it is subject to the laws of this state pertaining to the transaction of business
in this state if it transacts business in this state. The surviving entity is liable, and is subject
to service of process in a proceeding in this state, for the enforcement of an obligation of a
domestic corporation that is a party to the merger.

(7) Notwithstanding the provision of this section or any other provisions of this act,
a corporation shall make distributions to its shareholders or members or to any other
person in connection with a merger with a business organization under this section only in
conformity with Section 301 and with any limitations on distributions in its articles of

incorporation.
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(8) Section 755, and not this section, applies to a merger if all of the business
organizations merging with 1 or more domestic corporations are foreign corporations,
domestic business corporations or foreign business corporations.

(9) As used in this section:

(a) "Business organization' means a domestic or foreign limited liability company,
limited partnership, general partnership, or any other type of domestic or foreign business
enterprise, incorporated or unincorporated, except a domestic business corporation,
foreign corporation or foreign business corporation.

(b) "Entity'' means a business organization, domestic corporation, foreign
corporation or foreign business corporation.

(c) "Obligated person'' means a general partner of a limited partnership, a partner
of a general partnership, or a participant in or an owner of an interest in any other type of
business enterprise who, under applicable law, is generally liable for the obligations of the
business enterprise.

Sec. 741. At any time before the effective date of -a- the certificate of merger, -of

conselidation; the-merger—or-conselidation- subject to any contractual rights, a merger may
be abandoned -pursuant-to-provisions-therefor; ifany- without further shareholder or member

action, in accordance with the procedure set forth in the plan of merger -er-censelidation- or,
if none is set forth, in the manner determined by the board. If a certificate of merger -of
consolidation- has been filed by a corporation, it shall file a certificate of abandonment within 10
days after the abandonment, but not later than the proposed effective -day- date.

Sec. 745. (1) A domestic corporation may convert into a business organization if all

of the following requirements are satisfied:
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(a) The conversion is permitted by the law that will govern the internal affairs of
the business organization after conversion and the surviving business organization
complies with that law in converting.

(b) Unless subdivision (d) applies, the board of the domestic corporation proposing
to convert adopts a plan of conversion that includes all of the following:

(i) The name of the domestic corporation, the name of the business organization
into which the domestic corporation is converting, the type of business organization into
which the domestic corporation is converting, identification of the statute that will govern
the internal affairs of the surviving business organization, the street address of the
surviving business organization, the street address of the domestic corporation if different
from the street address of the surviving business organization, and the principal place of
business of the surviving business organization.

(ii) For a domestic corporation organized on a stock basis, the designation and
number of outstanding shares of each class, specifying the classes entitled to vote, each class
entitled to vote as a class, and, if the number of shares is subject to change before the
effective date of the conversion, the manner in which the change may occur.

(iii) For a domestic corporation organized on a membership basis, a description of
the members, including the number, classification and voting rights of members.

(iv) For a domestic organized on a directorship basis, a description of the
organization of the board, including the number, classification, and voting rights of
directors.

(v) The terms and conditions of the proposed conversion, including the manner and

basis of converting the shares or memberships into ownership interests or obligations of the
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surviving business organization, into cash, into other consideration that may include
ownership interests or obligations of an entity that is not a party to the conversion, or into a
combination of cash and other consideration.

(vi) The terms and conditions of the organizational documents that are to govern
the surviving business organization.

(vii) Any other provisions with respect to the proposed conversion that the board
considers necessary or desirable.

(¢) If the board adopts the plan of conversion under subdivision (b), the plan of
conversion is submitted for approval in the manner as required for a merger under section
703a(2).

(d) If the domestic corporation has not commenced business, has not issued any
shares or memberships, and has not elected a board, subdivisions (b) and (c) do not apply
and the incorporators may approve the conversion of the corporation into a business
organization by unanimous consent. To effect the conversion, a majority of the
incorporators must execute and file a certificate of conversion under subdivision (e).

(¢) After the plan of conversion is approved under subdivisions (b) and (c) or the
conversion is approved under subdivision (d), the domestic corporation files any formation
documents required to be filed under the laws governing the internal affairs of the
surviving business organization, in the manner required by those laws, and files a
certificate of conversion with the administrator. The certificate of conversion shall include

all of the following:
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(i) Unless subdivision (d) applies, all of the information described in subdivision
(b)(i), (ii), (iii) and (iv) and the manner and basis for converting the shares or memberships,
if any, of the domestic corporation contained in the plan of conversion.

(i) Unless subdivision (d) applies, a statement that the board has adopted the plan
of conversion under subdivision (c), or if subdivision (d) applies to the conversion, a
statement that the domestic corporation has not commenced business, has not issued any
shares or memberships, and has not elected a board and that the plan of conversion was
approved by the unanimous consent of the incorporators.

(iii) A statement that the surviving business organization will furnish a copy of the
plan of conversion, on request and without cost, to any shareholder or member of the
domestic corporation.

(iv) If approval of the shareholders or members or the domestic corporation was
required, a statement that the plan was approved by the shareholders or members under
subdivision (c).

(v) A statement specifying each assumed name of the domestic corporation to be
used by the surviving business organization and authorized under section 217(5).

(2) Section 131 applies in determining when a certificate of conversion under this
section becomes effective.

(3) When a conversion under this section takes effect, all of the following apply:

(a) The domestic corporation converts into the surviving business organization, and
the articles of incorporation of the domestic corporation are cancelled. Except as otherwise

provided in this section, the surviving business organization is organized under and subject
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to the organizational laws of the jurisdiction of the surviving business organization as
stated in the certificate of conversion.

(b) The surviving business organization has all of the liabilities of the domestic
corporation. The conversion of the domestic corporation into a business organization
under this section shall not be considered to affect any obligations or liabilities of the
domestic corporation before conversion or the personal liability of any person incurred
before the conversion, and the conversion shall not be considered to affect the choice of law
applicable to the domestic corporation with respect to matters arising before the
conversion.

(c) Title to all real estate and other property and rights owned by the domestic
corporation remain vested in the surviving business organization without reversion or
impairment. The rights, privileges, powers, and interests in property of the domestic
corporation, as well as the debts, liabilities, and duties of the domestic corporation, shall
not be considered, as a consequence of the conversion, to have been transferred to the
surviving business corporation to which the domestic corporation has converted for any
purposes of the laws of this state.

(d) The surviving business organization may use the name and assumed names of
the domestic corporation if the filings required under section 217(5) or any other
applicable statute are made and the laws regarding use and form of names are followed.

(¢) A proceeding pending against the domestic corporation may be continued as if
the conversion had not occurred, or the surviving business organization may be substituted

in the proceeding for the domestic corporation.
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(f) The surviving business organization is considered to be the same entity that
existed before the conversion and is considered to be organized on the date that the
domestic corporation was originally incorporated.

(2) The shares or memberships of the domestic corporation that were to be
converted into ownership interests or obligations of the surviving business organization or
into cash or other property are converted.

(h) Unless otherwise provided in a plan of conversion adopted in accordance with
this section, the domestic corporation is not required to wind up its affairs or pay its
liabilities and distribute its assets on account of the conversion, and the conversions does
not constitute a dissolution of the domestic corporation.

(4) If the surviving business organization of a conversion under this section isa
foreign business organization, it is subject to the laws of this state pertaining to the
transaction of business and the conduct of affairs in this state if it transacts business or
conducts affairs in this state. The surviving business organization is liable, and is subject to
service of process in a proceeding in this state, for the enforcement of an obligation of the
domestic corporation.

(5) Notwithstanding the provisions of this section and other provisions of this act, a
corporation shall make distributions to shareholders or members of any corporation or to
any other person in connection with a conversion under this section only in conformity
with section 301 and with limitations on distributions in its articles of incorporation.

(6) As used in this section and section 746, "husiness organization" and "entity"

mean those terms as defined in section 736a(9).
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Sec. 746. (1) A business organization may convert into a domestic corporation if all
of the following requirements are satisfied:

(a) The conversion is permitted by the law that governs the internal affairs of the
business organization and the business organization complies with that law in converting.

(b) The business organization proposing to convert into a domestic corporation
adopts a plan of conversion that includes all of the following:

(i) The name of the business organization, the type of business organization that is
converting, identification of the statute that governs the internal affairs of the business
organization, the name of the surviving domestic corporation into which the business
organization is converting, the street address of the surviving domestic corporation, and
the principal place of business of the surviving domestic corporation.

(ii) A description of all of the ownership interests in the business organization,
specifying the interests entitled to vote, any right those interests have to vote collectively or
as a class, and if the ownership interest are subject to change before the effective date of the
conversion, the manner in which the change may occur.

(iii) The terms and conditions of the proposed conversion, including the manner
and basis of converting the ownership interests of the business organization into shares,
memberships or obligations of the surviving domestic corporation, into cash, into other
consideration that may include ownership interests or obligations of an entity that is not a
party to the converd4sion.

(iv) The terms and conditions of the articles and bylaws that are to the govern the

surviving domestic corporation.
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(v) Any other provisions with respect to the proposed conversion that the business
organization considers necessary or desirable.

(¢) If the plan of conversion is adopted by the business organization under
subdivision (b), the plan of conversion is submitted for approval in the manner required by
the law governing the internal affairs of that business organization.

(d) After the plan of conversion is approved under subdivisions (b) and (c), the
business organization files a certificate of conversion with the administrator. The certificate
of conversion shall include all of the following:

(i) All of the information described in subdivision (b)(i) and (ii) and the manner and
basis of converting the ownership interests of the business organization contained in the
plan of conversion.

(ii) A statement that the business organization has adopted the plan of conversion
under subdivision (c).

(iii) A statement that the surviving corporation will furnish a copy of the plan of
conversion, on request and without cost, to any owner of the business organization.

(iv) A statement specifying each assumed name of the business organization to be
used by the surviving domestic corporation and authorized under 217(6).

(v) Articles of incorporation of the surviving domestic corporation that meet all of
the requirements of this act applicable to articles of incorporation.

(2) Section 131 applies in determining when a certificate of conversion under this
section becomes effective.

(3) When a business organization converts into the surviving domestic corporation,

all of the following apply:
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(a) The business organization converts to the surviving domestic corporation.
Except as otherwise provided in this section, the surviving domestic corporation is
organized under and subject to this act.

(b) The surviving domestic corporation has all of the liabilities of the business
organization. The conversion of the business organization into a domestic corporation
under this section shall not be considered to affect any obligations or liabilities of the
business organization incurred before the conversion or the personal liability of any person
incurred before the conversion and the conversion shall not be considered to affect the
choice of law applicable to the business organization with respect to matters arising before
conversion.

(c) The title to all real estate and other property and rights owned by the business
organization remain vested in the surviving domestic corporation without reversion or
impairment. The rights, privileges, powers, and interests in property of the business
organization, as well as the debts, liabilities, and duties of the business organization, shall
not be considered, as a consequence of the conversion, to have been transferred to the
surviving domestic corporation to which the business organization has converted for any
purpose under the laws of this state.

(d) The surviving domestic corporation may use the name and the assumed names
of the business organization if the filings required under section 217(6) or any other
applicable statute are made and the laws regarding the use and form of names are

followed.
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(e) A proceeding pending against the business organization may be continued as if
the conversion had not occurred, or the surviving domestic corporation may be substituted
in the proceeding for the business organization.

(f) The surviving domestic corporation is considered to be the same entity that
existed before the conversion and is considered to be organization on the date that the
business organization was originally organized.

(2) The ownership interest of the business or that were converted into shares,
memberships or obligations of the surviving domestic corporation or into cash or other
property are converted.

(h) Unless otherwise provided in the plan of conversion adopted in accordance with
this section, the business organization is not required to wind up its affairs or pay its
liabilities and distribute its assets on account of the conversion, and the conversion does not
constitute a dissolution of the business organization.

Sec. 751. (1) A corporation may take any of the following actions on the terms and
conditions and for a consideration authorized by its board of directors:

(a) Sell, lease, exchange, or otherwise dispose of all, or substantially all, of its
property and assets in the usual and regular course of its business.

(b) Sell, lease, exchange, or otherwise dispose of all, or substantially all, of its
property and assets following approval of dissolution under section 804.

(¢c) Transfer any or all of its property and assets to another corporation all of the
shares of which are owned, or to another entity wholly owned or controlled by the

corporation, whether or not in the usual and regular course of business.
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(d) Mortgage or pledge any or all of its property and assets whether or not in the
usual and regular course of business.

(2) Unless otherwise provided in the articles of incorporation, approval by the
shareholders or members of a transaction described in subsection (1) is not required.

(3) As used in subsection (1), “consideration” may consist in whole or in part of
cash or other property, including shares, bonds or other securities of any other domestic

corporation, domestic business corporation, foreign corporation or foreign business

corporation
poration.
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in section 751, a corporation may sell, lease, exchange, or otherwise dispose of all, or
substantially all, of its property and assets, with or without the goodwill, if not in the usual
and regular course of its business as conducted by the corporation, on terms and conditions
and for a consideration, as authorized under this section. A corporation has not disposed
of all or substantially all of its property and assets if it retains a significant continuing
business activity. For purposes of this subsection, it is conclusively presumed that a
corporation has retained a significant continuing business activity if the corporation and its
subsidiaries reported on a consolidated basis continue to conduct an activity that
represented at least 25% of total revenues or 25% of total assets at the end of the most

recently completed fiscal year or at least 25% of total program expenditures for that fiscal
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year. As used in this subsection, “consideration” may consist in whole or in part of cash or
other property, including shares, bonds or other securities of any other domestic
corporation, domestic business corporation, foreign corporation or foreign business

corporation.

2)
Unless the power to initiate the transaction is reserved to the shareholders or members
without action of the board in the articles of incorporation or in an agreement under
section 488, the board of a stock or membership corporation must recommend the
proposed transaction to the shareholders or members, unless the board determines that
because of conflict of interest, events occurring after the board adopts the plan, contractual
obligations, or other special circumstances it should make no recommendation and
communicates the basis for its determination to the shareholders or members with the
submission of the proposed transaction.

(3) The board may condition its submission to shareholders or members on any
basis.

(4) 3)- In the case of a stock or membership corporation, the corporation must submit
the proposed transaction -shalt-be-submitted- for approval at a meeting of shareholders or
members. Netice- The corporation shall give notice of the meeting -shall-be-given- to each
shareholder or member of record whether or not entitled to vote at the meeting, -notless-than20
days-before the-meeting within the time and in the manner provided in this act for the giving
of notice of meetings of shareholders or members. The notice shall include or be accompanied
by a statement summarizing the principal terms of the proposed transaction or a copy of any

documents containing the principal terms.

162



(5) 4 At the meeting described in subsection (4), the shareholders or members may
authorize the sale, lease, exchange, or other disposition and may fix, or may authorize the board
to fix, any term or condition -thereof and the consideration to be received by the corporation
therefor-. -The- Subject to subsections (7) and (8), authorization requires -the-affirmative-vote
of the-holders-of that a majority of the -eutstanding-shares- the votes held by shareholders or

members of the corporation entitled to vote thereon-and-if-a-class-is-entitled-to-vote-thereon-asa

cast in favor of the sale, lease, exchange, or other disposition.

(6) Notwithstanding subsection (5), unless a greater vote is required in the articles
of incorporation or in a bylaw adopted by the shareholders or members, if there are more
than 20 shareholders or members entitled to vote at the meeting, the sale, lease, exchange
or other disposition is approved if a majority of the votes held by shareholders or members
present in person or by proxy at the meeting are cast in favor the sale, lease, exchange, or
other disposition.

(7) 45> Notwithstanding authorization by the shareholders or members under
subsections (4) or (5), unless the power to initiate the transaction is reserved to the
shareholders or members without action of the board in the articles of incorporation or in
an agreement under section 488, the board may abandon the sale, lease, exchange, or other
disposition, subject to the rights of third parties under any contracts relating -therete- to the sale,
lease, exchange, or other disposition, without further action or approval by shareholders or
members.

(8) (6) In-the-case-of If a corporation is organized -upen- on a directorship basis, a sale,

lease, exchange, or other disposition of all, or substantially all, the property and assets, with or
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without goodwill, of a corporation, if not in the usual and regular course of its business as
conducted by the corporation, shall be authorized upon receiving the affirmative vote ofa
majority of the directors then in office. -Netice- A corporation shall give notice of the meeting
to authorize -the- a sale, lease, exchange, or other disposition -shalt-be-given- under this section
to each director then in office not less than 20 days before the meeting and the notice shall
include a statement summarizing the principal terms of the proposed transaction or a copy of any
documents containing the principal terms.

(9) A sale, lease, exchange, or other disposition of all, or substantially all, of the
property and assets of a corporation or other entity a majority of the shares or beneficial
interests of which are owned by a second corporation, including a change in shares of the
corporation or beneficial interest in another entity held by the second corporation because
of a merger, is a disposition by the second corporation of its pro rata share of the property
and assets of the corporation or other entity on a consolidated basis for purposes of this
section.

(10) A transaction that is a distribution permitted by section 301 is governed by
section 545 and not by this section or section 751.

Sec. 754. Shareholders or members of a corporation that proposes to issue, directly
or through a subsidiary, its shares, memberships, obligations, or securities in the course of
a merger, acquisition of some or all of the outstanding shares of another corporation or
interests in or memberships of another entity, or acquisition of some or all of the assets
other than cash of a corporation or other entity have the rights to receive notice and to
vote on the proposed merger or acquisition provided in section 703a(2) if both of the

following apply:
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(a) The securities or other interests to be issued or delivered in the acquisition are
or may be converted into shares or memberships of the acquiring corporation.

(b) The number of the acquiring corporation’s voting shares or member votes to be
issued or delivered, plus those initially issuable upon conversion or exchange of any other
securities to be issued or delivered, will exceed 100% of the number of its voting shares or
member votes outstanding immediately prior to the acquisition plus the number of its
common shares or memberships, if any, initially issuable upon conversion or exchange of
any other securities then outstanding.

Sec. 801. (1) A corporation may be dissolved in any of the following ways:

(a) Automatically by expiration of a period of duration to which the corporation is
limited by its articles of incorporation.

(b) By action of the incorporators or directors -pursaant-to- under section 803.

(¢) By action of the shareholders, members, or the board -parsuant-te- under section 804.

Pursuant to an

(d) B
agreement under section 488. A dissolution under this subdivision becomes effective by
filing a certificate under section 805.

(¢) By a judgment of the circuit court in an action brought -pursuant-te- under this act or
otherwise.

(f) Automatically, -pursuantte- under section 922 - for failure to file an annual report

or pay the- an annual filing fee -ex-a-penalty-added-to-the-fee- .

(2) A corporation whose assets have been wholly disposed of under court order in

receivership or bankruptcy proceedings may be summarily dissolved by order of the court having
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jurisdiction of the proceedings. -A- The clerk of the court shall file a copy of the order -shall-be

filed- with the administrator -by-the-eletl-ofthe-court-.

Sec. 804. (1) A corporation may be dissolved by action of its board and its

shareholders — or members, if any, -e+-board- as provided in this section.

organized on a stock or membership basis may propose dissolution for action by the
shareholders or members.

(3) Unless the power to dissolve the corporation is reserved to the shareholders or
members without action of the board in the articles of incorporation or in an agreement
under section 488, the board of a corporation organized on a stock or membership basis
must recommend dissolution to the shareholders or members unless the board determines
that because of conflict of interest or other special circumstances it should make no
recommendation and communicates the basis for its determination to the shareholders or
members.

(4) The board may condition its submission of the proposal for dissolution to
shareholders or members on any basis.

(5) 3) If the- a corporation is organized -upes- on a stock or membership basis, the
board shall submit a proposed dissolution -shat-be-submitted- for approval at a meeting of
shareholders or members. -Netice-shatl-be-given The corporation shall give notice to each
shareholder or member of record whether or not entitled to vote at the meeting -as- within the
time and in the manner provided in this act for the giving of notice of meetings of shareholders

or members, —-and- The notice shall state that a purpose of the meeting is to vote on dissolution

166



of the corporation.
assets:

(6) -(4Atthe-meetingavote-of At the meeting described in subsection (5), the
shareholders or members shall -be-taken- vote on the proposed dissolution -and-plan-of
distribution-ofassets- . -The- Except as provided in this subsection, a dissolution -shall-be- is
approved -upenreceiving the-affirmative-vote-of the-holders-of- if a majority of the -outstanding
shares-or-a-majority-of the- votes held by shareholders or members of the corporation entitled

to vote

majority-of the-outstanding shares-or- members-of each-such-elass- on the proposed dissolution

are cast in favor of dissolution. Unless a greater vote is required in the articles of
incorporation or in a bylaw adopted by the shareholders or members, if there are more
than 20 members or shareholders entitled to vote at the meeting, dissolution is approved if
a majority of the votes held by shareholders members entitled to vote on the proposed
dissolution present in person or by proxy at the meeting are cast in favor of dissolution.
(7) €5)- If -the- a corporation is organized -upesn- on a directorship basis, -the- a
dissolution -shall- be-autherized-by- is approved it receives the affirmative vote of a majority of
directors then in office. Netice- The corporation shall give notice of the meeting to authorize
the dissolution -shal-be-given- to each director then in office not less than 10 days before the

meeting and shall state that a purpose of the meeting is to vote on dissolution of the corporation.

(8) £6)- If -the- a dissolution is approved, -a-certificate-of dissolutionshall-be-executed
and filed on-behalf of the-corperation; settingforth- it becomes effective by the execution and
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filing of a certificate of dissolution of behalf of the corporation that contains all of the
following:

(a) The name of the corporation.

(b) The date and place of the meeting of shareholders, members, or directors approving
the dissolution.

(c) A statement that dissolution was proposed and approved by the requisite vote of
directors and the shareholders s-directors-and- or members under subsection 6, or the directors
under subsection 7.

Sec. 805.

with-section-855—~ Dissolution under an agreement under section 488 becomes effective by
executing and filing a certificate of dissolution on behalf of the corporation, that states the
name of the corporation and that the corporation is dissolved under an agreement under

section 488.
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Sec. 811. (1) -Disselution- A corporation may revoke dissolution proceedings

commenced -pursuantto- under section -804-or-805-may-be-revoked- 488 or 804 before

complete distribution of assets, if a proceeding -purstant-te- under section 851 is not pending, by

filing a certificate of revocation executed, in person or by proxy, by all the shareholders,
members, or directors entitled to vote on dissolution, stating that revocation is effective -pursuant
to- under this section and that all the shareholders, members, or directors of the corporation
entitled to vote on dissolution have executed the certificate in person or by proxy.

(2) -Disselution- A corporation may also revoke dissolution proceedings commenced
pursuantte- under section 804 -may-alse-be-reveked- before complete distribution of assets, if a
proceeding pursuant to section 851 is not pending, in the following manner:

(a) Fhe- Unless the power to dissolve the corporation is reserved to the shareholders

or members without action of the board in the articles of incorporation or in an agreement
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under section 488, the board of directors shall adopt a resolution -that-the- revoking dissolution
berevoked-. The corporation shall submit the proposed revocation -shall be-submitted- for
approval at a meeting of shareholders + or members, ~or-directors;and- The corporation shall
give the shareholders - or members —-or-directors-shall-be-given- the same notice of the meeting
and the revocation -shatl- must be approved by the same vote -as- that is required -by- in section
804 for the approval of dissolution.

(b) If the power to dissolve the corporation is reserved to the shareholders or
members without action of the board in the articles of incorporation or in an agreement
under section 488, the shareholders or members may approve revocation of dissolution in
the manner provided in the articles of incorporation or in the agreement under section 488
for approval of dissolution. The corporation shall give the shareholders or members the
same notice of the meeting that is required by section 804 for the approval of dissolution
and the revocation of dissolution must be approved by the same vote that is required in
section 804 or in the applicable provisions of the articles of incorporation or in the
agreement under section 488 for the approval of dissolution.

(c) If the corporation is organized on a directorship basis, a dissolution may be
revoked by the affirmative vote of a majority of the directors then in office. The
corporation shall give the directors the same notice of the meeting that is required in
section 804 for dissolution.

(d) B)- A certificate of revocation stating that dissolution is revoked pursuant to this
section, and giving the information required by section -804(6)- 804(7), shall be executed and

filed on behalf of the corporation.
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Sec. 815. A corporation whose term has expired may renew its corporate existence, if a
proceeding -pursuant-to- under section 851 is not pending, in the following manner:

(a) The board shall-adopt adopts a resolution that the corporate existence be renewed.

(b) If the corporation is organized -upes- on a stock or membership basis, the
corporation shall submit the proposed renewal _shall be-submitted- for approval at a meeting of
shareholders or members. Notice-shall be-given The corporation shall give notice to each
shareholder or member of record entitled to vote at the meeting within the time and in the
manner provided in this act for the giving of notice of meetings of shareholders or members. -
and- The notice shall state that a purpose of the meeting is to vote on the renewal of corporate
existence. At the meeting -a-vete-of shareholders or members entitled to vote thereat-shall-be

taken- on the renewal shall vote on the proposed renewal ~which-shall be- and the renewal is

adopted -upenreceiving the affirmative vote-ofholdersof- if a majority of the -outstanding

shares-or-a-majority-of the- votes held by shareholders or members of the corporation entitled

~nunte-thereon
O—vVOTCtIeTd

o vote -theree

E:
fav)
:
:

the renewal are cast in favor of the renewal. Unless a greater vote 1S required in the articles of
incorporation or in a bylaw adopted by the shareholders or members, -the- a proposed renewal
shall- is also -be- adopted Wﬂeeemag—aﬂ—&fﬁﬂﬁﬂﬂ*‘% if a majority of votes held by
shareholders or members —orshares-of sharehelders- present in person or by proxy at -sueh- the
meeting are cast in favor of the renewal if due notice of the time, place and object of the
meeting -was- is given by mail, at the last known address, to each shareholder or member entitled

to vote -thereon on the renewal at least 20 days -prier-te- before the date of the meeting or by
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publication in a publication distributed to its shareholders or members at least 20 days -prior-te
before the date of the meeting.

(c) If the corporation is organized -apen- on a directorship basis, renewal -shal-be- is
authorized -by-the- if it receives the affirmative vote of a majority of directors then in office.

(d) If renewal of the corporate existence of a corporation is approved, a certificate of
renewal shall be executed and filed on behalf of the corporation, -setting-forth- that contains all
of the following:

(i) The name of the corporation.

(i) The date and place of the meeting of shareholders or members approving the renewal
of existence, if any.

(ili) A statement that renewal was approved by the requisite vote of the directors and the
shareholders s-directors-and- or members under subdivision (b), or of the directors under
subdivision (c).

(iv) The duration of the corporation, if other than perpetual.

Sec. 817. (1) Upen-filing-of When the certificate of revocation of dissolution or of
renewal of existence is filed, the revocation of the dissolution proceedings or the renewal of the
corporate existence becomes effective, and the corporation may again conduct affairs,

(2) Revocation of dissolution or renewal of corporate existence does not relieve the

corporation of any penalty or liability accrued against it under any law of this state.

dissolution-or-of renewal-efexistence: A corporation that files a certificate of renewal shall
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file the reports for the last S years or any Jesser number of years in which they were not
filed and pay any fee required under this act for any year for which a report was not filed
or a fee was not paid.

(4) The administrator may require a corporation that files a certificate of
revocation of dissolution or a certificate of renewal of corporate existence to adopt a
corporate name that conforms to the requirements of section 212.

(5) - The rights of a corporation that complies with this section are the same as
though a dissolution or expiration of term has not occurred, and all contracts entered into
and other rights acquired during the interval are valid and enforceable.

Sec. 821. (1) The attorney general may bring an action in the circuit court fot- of the
county in which the principal place of business or registered office of the corporation is located
or of Ingham County for dissolution of a corporation upon the ground that the corporation has
committed any of the following acts:

(a) Procured its organization through fraud.

(b) Repeatedly, —and-witfully- willfully and materially exceeded the authority conferred
upon it by law.

(c) Repeatedly, -and-wilfally- willfully and materially conducted its affairs in an
unlawful manner.

(2) The enumeration in this section of .grounds for dissolution does not exclude any other
statutory or common law action by the attorney general for dissolution of a corporation or
revocation or forfeiture of its corporate franchises.

Sec. 823. (1) A corporation organized on a stock or membership basis may be

dissolved by a judgment entered in an action brought in the circuit court of the county in which
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the principal place of business or registered office of the corporation is located by 1 or more
directors or by 1 or more shareholders or members entitled to vote in an election of directors of
the corporation, -uper-preefef if both of the following are proved:

(a) The directors of the corporation, or its shareholders or members if a provision in
the articles of incorporation authorized by subsection (1) of 488 is in effect, are unable to
agree by the requisite vote on material matters respecting management of the corporation's
affairs, or the shareholders or members of the corporation are so divided in voting power that
they have failed to elect successors -te- for any director whose term has expired or would have
expired upon the election and qualification of -the-director’s- his or her successor.

(b) As a result of a condition stated in subdivision (a), the corporation is unable to carry
out its corporate purposes or function effectively in the best interests of its creditors and
shareholders or members, if any, or the persons the corporation is organized to benetit.

(2) A corporation organized on a directorship basis may be dissolved by a judgment
entered in an action brought in the circuit court of the county in which the principal place
of business or registered office of the corporation is located by 1 or more directors or by 1
or more other persons entitled to vote in an election of 1 or more of the directors of the
corporation, if both of the following are proved:

(a) The directors of the corporation are unable to agree by the requisite vote on
material matters respecting management of the corporation's affairs, or the directors or
other persons entitled to vote in the election of 1 or more of the directors of the corporation
are so divided in voting power that they have failed to elect successors to any director
whose term has expired or would have expired upon the election and qualification of his or

her successor.
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(b) As a result of a condition stated in subdivision (a), the corporation is unable to
carry out its corporate purposes or function effectively in the best interests of its creditors
and shareholders or members, if any, or the persons the corporation is organized to
benefit.

(3) The person or persons filing an action for dissolution of a charitable purpose
corporation under this section shall give the attorney general written a notice of the
commencement of the action by mail within 30 days after filing.

Sec. 841a. (1) The dissolved corporation may notify its existing claimants in writing
of the dissolution at any time after the effective date of the dissolution. The written notice
shall include all of the following:

(a) A description of the information that must be included in a claim. The
corporation may demand sufficient information to permit it to make a reasonable
judgment whether the claim should be accepted or rejected.

(b) A mailing address where a claim may be sent.

(¢) The deadline by which the dissolved corporation must receive the claim. The
deadline must be at least 6 months after the effective date of the written notice.

(d) A statement that a claim that is not received by the deadline is barred.

(2) Providing a notice under subsection (1) does not constitute recognition that a
person to whom the notice is directed has a valid claim against the corporation.

(3) A claim against the dissolved corporation is barred if either of the following
applies:

(a) If a claimant who was given written notice under subsection (1) does not deliver

the claim to the dissolved corporation by the deadline.
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(b) If a claimant whose claim is rejected by a written notice of rejection by the
dissolved corporation does not commence a proceeding to enforce the claim within 90 days
from the effective date of the written notice of rejection.

(4) As used in this section and section 842a:

(a) The “effective date” of a written notice is the earliest of the following:

(i) The date it is received.

(ii) Five days after its deposit in the United States mail, as evidenced by the
postmark, if it is mailed postpaid and correctly addressed.

(iii) The date shown on the return receipt, if the notice is sent by registered or
certified mail, return receipt requested, and the receipt is signed by or on behalf of the
addressee.

(b) "Existing claim' means any claim or right against the corporation, liquidated
or unliquidated. It does not mean a contingent liability or a claim based on an event
occurring after the effective date of dissolution.

Sec. 842a. (1) A dissolved corporation may also publish notice of dissolution at any
time after the effective date of dissolution and request that persons with claims against the
corporation present them in accordance with the notice.

(2) The notice described in subsection (1) must meet both of the following:

(a) Be published 1 time in a newspaper of general circulation in the county where
the dissolved corporation's principal office, or if there is no principal office in this state, its

registered office, is or was last located.
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(b) State that a claim against the corporation is barred unless a proceeding to
enforce the claim is commenced within 1 year after the publication date of the newspaper
notice.

(3) Subject to subsection (4), if the dissolved corporation publishes a newspaper
notice in accordance with subsection (2), the claim of each of the following claimants is
barred unless the claimant commences a proceeding to enforce the claim against the
dissolved corporation within 1 year after the publication date of the newspaper notice:

(a) A claimant who did not receive written notice under section 841a.

(b) A claimant who sent a timely claim to the dissolved corporation but the
corporation did not act on the claim.

(¢) A claimant whose claim is contingent or based on an event occurring after the
effective date of dissolution.

(4) Notwithstanding subsection (3), a claimant who has an existing claim known to
the corporation at the time of publication in accordance with subsection (2) and who did
not receive written notice under section 841a is not barred from commencing a proceeding
until 6 months after the claimant has actual notice of the dissolution.

Sec. 851. (1) After a corporation -has-bees- is dissolved in any manner, the corporation,
a creditor, a shareholder, member, or a director may apply at any time to the circuit court -for-in
the county in which the principal place of business or registered office of the corporation is
located for a judgment that the affairs of the corporation and the liquidation of its assets continue
under supervision of the court. The court shall make -suek- any orders and judgments -as-may-be
that are required, including, but not limited to, continuance of the liquidation of the

corporation's assets by its officers and directors under supervision of the court, or the
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appointment of a receiver of the corporation te-be- who is vested with powers -as- that the court
designates to liquidate the affairs of the corporation.

(2) For good cause shown, and -se-leng-as- if a corporation has not made complete
distribution of its assets, the court Tm_aﬂ_aes}ea—peﬂdmgﬁnéef—thﬂ—seeﬁeﬂ—e%%e? may
permit a creditor who has not fled-a- delivered his or her claim or commenced a proceeding
to enforce his or her claim within the time timited-by-seetion-841s- or who has not commenced
an action on a rejected claim within the time Jimited-by-seetion-842;- limits provided in
sections 841a and 842a to file -sueh- the claim or to commence -such-action- a proceeding
within -sueh- the time -as- that the court directs.

Sec. 855. -Upen-disselution;the-assets-of- All of the following apply when a
corporation-shall-be-applied-and-distributed-as-folows- is dissolved:

adequate-provision-shall-be-made-therefor— The corporation shall pay or make provision for

its debts, obligations and liabilities. Compliance with this subdivision requires that, to the
extent that a reasonable estimate is possible, provision be made for those debts, obligations,
and liabilities anticipated to arise after the effective date of dissolution. A corporation is
not required to make provision for any debt, obligation, or liability that is or is reasonably
anticipated to be barred under section 841a or 842a. The fact that corporate assets are
insufficient to satisfy claims arising after a dissolution does not create a presumption that
the corporation has failed to comply with this subdivision. A corporation is considered to
have made adequate provision for any debt, obligation, or liability of the corporation if
payment has been assumed or guaranteed in good faith by 1 or more financially

responsible corporations, persons, or the United States government or agency of the United
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States government, and the provision, including the financial responsibility of the
corporations or other persons, was determined in good faith and with reasonable care by
the board to be adequate.

(b) Assets held by the corporation -#pes- on condition requiring return, transfer, or
conveyance, -whieh- and the condition occurs by reason of the dissolution, shall be returned,
transferred, or conveyed in accordance with -sueh- the requirements of the conditions.

(c) Assets received and held by the corporation subject to limitations permitting their use
only for charitable, religious, eleemonsynary, benevolent, educational, or similar purposes, but
not held -apen- on a condition requiring return, transfer, or conveyance by reason of the
dissolution under subdivision (b), shall be transferred or conveyed in accordance with any
provisions in the articles of incorporation of bylaws -whieh- that designate 1 or more recipients
or a mechanism for determining 1 or more recipients -whieh- that are domestic or foreign
corporations, societies, or organizations, including governmental agencies, engaged in activities
furthering -sueh- those purposes. If the articles of incorporation or bylaws do not contain -stek
provisiens-such- a provision described in this subdivision, the assets shall be transferred or
conveyed to 1 or more domestic or foreign corporations, societies, or organizations, including
governmental agencies, engaged in activities substantially similar to or consistent with those of
the dissolving corporation.

(d) Other assets, if any, shall be distributed in accordance with provisions of the articles
of incorporation or the bylaws -whieh- that determine the distributive rights of shareholders or
members, or any class or classes of shareholders of members, or provide for distribution to

others. Except as otherwise provided in this sections, assets subject to this subdivision may
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be distributed in cash, in kind, or both in cash and in kind, to shareholders, members, or
others according to their respective rights and interests.

(¢) Any remaining assets may be distributed to -sueh- any persons -seeieties;

oS Wa cornaoratfion—ear damac
CrgriooTpoTativll, (v amviviug =i

may-be- specified in a plan of distribution adopted by the corporation.
(f) -When- If there is no provision for the distribution of assets, the assets remaining after

implementation of the provisions of this section shall escheat to the state.
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March 2012 Draft — Chapters 9, 10 and 11

Sec. 901. (1) -Bach- A domestic corporation at least once in each calendar year shall
cause a report of the corporation for the preceding fiscal year to be made and distributed to each
shareholder or member -thereof or presented at the annual meeting of shareholders or members,
or, if the corporation is organized -upen- on a directorship basis, at the annual meeting of the

board. -The- Except for information not required to be disclosed under section 487(7), the
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report shall include -th
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report-and;+
informationrequired-by-this-aet— all of the following for the corporation’s preceding fiscal
year:

(a) Its income statement.

(b) Its year-end balance sheet, including trust funds and funds restricted by the
donors or the board.

(¢) Its statement of source and application of funds, if the corporation prepares that
statement.

(d) Any other information required in this act.

(2) A corporation may distribute the financial report required under subsection (1)
electronically, either by electronic transmission of the report or by making the report available
for electronic transmission. If the report is distributed electronically under this subsection, the

corporation shall provide the report in written form to a shareholder, member or director on

request.
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Sec. 911. (1) -A- Each domestic corporation -ex- and each foreign corporation
authorized-to-conductaffairs-inthis-state- subject to chapter 10 shall file a report with the
administrator no later than October 1 of each year. The report + shall be on a form approved by
the administrator, -shalt- signed by an authorized officer or agent of the corporation, and
contain all of the following information:

(a) The name of the corporation.

(b) The name of its resident agent and address of its registered office in this state.

(c) The names and business or residence addresses of its -efficers- president, secretry,
treasurer and directors

(d) -Purpeses- The purposes of the corporation.

(e) Nature- The general nature and kind of business in which the corporation -has- is
engaged -during the-yearcovered-by-the-report.

(2) The- A corporation is not required to file a report required under this section -is
notrequired-to-be-filed- in the year of incorporation or authorization “by-corporatiens-that-were
if the corporation was formed or authorized to do business on or after January 1 and before
October 1 of that year.

(3) If there are -not no changes in the information provided in the last filed report
required under subsection (1), the corporation -shat-eertify- may file a report that certifies to
the administrator that no changes in the required information have occurred since the last filed
report. The -eertification- report filed under this subsection shall be on a repert-provided
form approved by the administrator and filed no later than the date required in subsection (1).

Sec. 913. -The- A county clerk may destroy the copies of -the- any corporate documents

of a domestic or foreign corporation -whieh- that were forwarded to -the-offiee-ofthe-county
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450-62 t0-450-192 of the Michigan Compiled aws;-and- his or her office under 1931 PA 327,

MCL 450.98, any repealed provisions of 1931 PA 327, MCL 450.98 to 450.192, or its
predecessor act. The clerk may destroy these records or dispose of -these-records- them in
accordance with section 5 of _AetNo—271-of the Public-Aets-0£ 1913 -as-amended; being-seetion
399 5 of the Michigan-Compiled-Laws- 1913 PA 271, MCL 399.5.

Sec. 922. (1) If a domestic corporation neglects or refuses for2-consecutive-years- to
file the- its annual reperis- report under section 911 or pay -the- any annual filing fee or a
penalty added to the fee required by law, and the neglect or refusal continues for a period of
2 years from the date on which the annual report or filing fee was due, the corporation -shall
be- is automatically dissolved 60 days after the expiration of the 2-year period. The
administrator shall notify the corporation of the impending dissolution not later than 90 days
before the -2-years-has-expired- 2-year period expires. Until a corporation -has-bees- is
dissolved under this subsection, it is entitled to issuance by the administrator, -upes- on request,
of a certificate of good standing setting forth that it has been validly incorporated as a domestic
corporation and that it is validly in existence under the laws of this state.

(2) A charitable purpose corporation that is dissolved under subsection (1) shall -previde

notice-of the dissolution to-the-attorney—seneral- within -60- 90 days after the date of dissolution

do 1 of

the following:

(a) Comply with the dissolution of charitable purpose corporation act, 1965 PA 169,
MCL 450.251 to 450.253.

(b) Renew it corporate existence under section 9235.
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(3) If a foreign corporation neglects or refuses for 1 year to file -the- its annual report
under section 911 or pay the annual filing fee or a penalty added to the fee required by law, its
certificate of authority is subject to revocation -in-accordance-with- under section 1042. Until
revocation of its certificate of authority, or its withdrawal from this state or termination of its
existence, the foreign corporation is entitled to issuance by the administrator, -a#per- on request,
of a certificate of good standing setting forth that it has been validly authorized to transaet
business- conduct affairs in this state and that it holds a valid certificate of authority to transaet
business- conduct affairs in this state.

Sec. 923. (1) -Fhe-administrator-for- If good cause is shown, the administrator may
extend the time for filing -o£ a report under section 911 for not more than 1 year from the due
date of the filing.

(2) The administrator may report promptly to the attorney general any failure or neglect
under seetion- sections 922, 931, and 932, and the attorney general may -eemmence- bring an
action -fer-impesition-of to impose the prescribed penalties. -Whes- If a domestic or foreign
corporation neglects or refuses to file its report under section 911 within -90-days-after- the time
prescribed by this act, the administrator shall notify the corporation of that fact by mail -directed

sent to its registered office within 90 days after the due date of the filing. -The-administrator’s

Sec. 925. (1) A domestic corporation ~which-has-been- that is dissolved -pursuant-te
under section 922(1), or a foreign corporation whose certificate of authority -has-been- is
revoked -pursuant-to- under section 922(2) or section 1042, may renew its corporate existence or

its certificate of authority by filing the reports for the last 5 years or any lesser number of years

184



in which the reports were not filed and paying the annual filing fees for all the years for which
they were not paid, together with a penalty of $5.00 for each delinquent report. Upenfiling
When the reports are filed and -payment-of the fees and penalties are paid, the corporate

existence or the certificate of authority is renewed. I during the intervening period-the

erporation-the- The
administrator may require -that- the corporation to adopt or use within this state a -different
corporate name that conforms to the requirements of section 212.

(2) _gpeﬂ_eemphmee—w&h—the—pf%kmﬁ-e%%eﬁefh—% The rights of -the- a
corporation -shalt-be- that complies with this section are the same as -though- if a dissolution or
revocation -had- has not taken place, and all contracts entered into and other rights acquired
during the interval -shall-be- are valid and enforceable.

Sec. 932. (1) A person -whe- shall not knowingly -makes- make or -files- file or &
person-whe- knowingly -assists- assist in the making or filing of a false or fraudulent report,
certificate, or other statement that a domestic or foreign corporation is required Sby-this-aect-te
be-filed-by-a-corporation- to file under this act with a public officer of this state, or- and a

person knewing-the-same-to-be- who knows a report, certificate of statement is false or

fraudulent, mqe_p;eeufes,—eewasels,—e%&d-wse& shall not procure, counsel or advise the

making or filing of -sueh-a- that report, certificate, or statement, — A person who violates this
subsection is guilty of a misdemeanor -and-is-subjeetto- punishable by a fine of not -te-exeeed
more than $1,000.00 for each -sueh-effense- violation of this subsection.

(2) An officer or agent of a corporation -whe- shall not knowingly -faisifies- falsify or

wrongfully -alters- alter the books, records, or accounts of a corporation, An officer or agent
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who violates this subsection is guilty of a misdemeanor -and-is-sabjeet-te- punishable by a fine
of not -to-exeeed- more than $1,000.00 for each -such-offense- violation of this subsection.

Sec. 1001. A foreign corporation -which-s- that was authorized to conduct affairs in this
state on -the-effective-date-of thisact January 1, 1983, for a purpose for which a corporation
might secure -sueh- authority to conduct affairs in this state under this act + has the rights and
privileges applicable to a foreign corporation -whieh- that receives a certificate of authority to
transact business- conduct affairs in this state under this act. -Fromthe-effective-date-of this-aet
Beginning on January 1, 1983, the corporation is subject to the duties, restrictions, penalties,
and liabilities prescribed -herein- in this act for a foreign corporation -which- that receives a
certificate of authority to -transact-business- conduct affairs in this state under this act.

Sec. 1012. Without excluding other activities -which- that may not constitute conducting
affairs in this state, a foreign corporation is not considered to be conducting affairs in this state,
for the purpose of this act + solely because it is carrying on in this state any 1 or more of the
following activities:

(a) Maintaining, -ex defending, -an-action-or-suitoran-administrative-orarbitrative

or settling

any proceeding.

(b) Holding meetings of -is- the board of directors, shareholders, or members or
carrying on -asy- other activities concerning -s- internal corporate affairs.

(c¢) Maintaining -a- bank -aceount- accounts.

(d) Effecting sales-through-an-independent-contractor: Maintaining offices or agencies
for the transfer, exchange, and registration of the corporation's own securities or

maintaining trustees or depositories with respect to those securities.
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(e) Selling through independent contractors.
(f) &) Soliciting or -procuring- obtaining orders, whether by mail or through employees

or agents or otherwise, -whetre-sueh- if the orders require acceptance -without- outside this state

before -becoming binding- they become contracts.

(g) Soliciting or obtaining donations, whether by mail, by telephone or other form
of remote communications, by electronic transmission or through employees, agents,
volunteers or otherwise, if the donations are made to a foreign corporation that has its
principal place of business outside the state.

(h) Creating or acquiring indebtedness, mortgages, and security interests in real or
personal property.

(i) &) Securing or collecting debts or enforcing —any-right in-property-seeuring-the-same
mortgages and security interests in property securing the debts.

(j) Owning, without more, real or personal property.

(k) -G Conducting an isolated transaction that is completed within 30 days and that is
not 1 transaction in the course of -a-number-of- repeated transactions of Jike- a similar nature.

(1) Transacting business in interstate commerce.

(2) This section does not apply in determining the contacts or activities -whieh- that may
subject a foreign corporation to service of process or taxation in this state or to regulations under
any other -act- statute of this state.

Sec 1013. (1) A foreign corporation may acquire or, through another person

entitled to conduct affairs or transact business in this state may make, a loan that is insured
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or guaranteed in whole or in part by the federal department of housing and urban
development, department of veteran’s affairs or a successor or other agency of the federal
government and that is secured in whole or in part by 1 or more mortgages of real
property located in this state, and a foreign corporation may purchase a loan that is
secured in whole or in part by a mortgage of real property located in this state, without
maintaining authority to conduct affairs in this state under this act or any other law of this
state relating to qualification or maintaining authority to conduct affairs in this state and
without paying a fee to qualify or maintain authority to conduct affairs in this state.

(2) A failure of a foreign corporation described in subsection (1) to qualify or
maintain authority to conduct affairs in this state under this act or any such other law of
this state or a failure to pay fees to qualify or maintain authority to conduct affairs in this
state does not affect or impair its ownership of a loan or its right to collect and service the
loan through another person entitled to conduct affairs or transact business in this state, or
its right to enforce a loan or to acquire, hold, protect, convey, lease and otherwise contract
and deal with respect to any property mortgaged as security for the loan.

(3) As used in this section, “loan” includes an interest or participation in a loan.

Sec. 1015. To procure a certificate of authority to conduct affairs in this state, a foreign
corporation shall file with the administrator an application -settingforth- that contains all of the
following:

(a) The name of the corporation and the jurisdiction of its incorporation.

(b) The date of incorporation and the period of duration of the corporation.

(c) The street address, and the mailing address if different from the street address, of its

main business or headquarters office.
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(d) The street address of its registered office in this state, the mailing address if
different from the street address, and the name of its resident agent in this state at -sueh- that
address, together with a statement that the resident agent is an agent of the corporation -4pen- on
whom process against the corporation may be served.

(e) The character of the affairs it is to -transaet- conduct in this state, together with a
statement that it is authorized to conduct sueh- those affairs in the jurisdiction of its
incorporation.

(f) Any -Sueh- additional information -as- that the administrator -Hay-require
reasonably requires in order to determine whether the corporation is entitled to a certificate of

authority to conduct affairs in this state and to determine the fees and taxes prescribed by

law.

apphieation-of a-foreign-corporation— A foreign corporation shall attach a certificate -setting

forth- stating that the corporation is in good standing under the laws of the jurisdiction of its
incorporation, executed by the official of the jurisdiction who has custody of the records
pertaining to corporations and dated not earlier than 30 days before filing of the application =
shall-also-be-attached- to the application for authority to conduct affairs in this state. If -sueh
the certificate is in a foreign language, the foreign corporation shall attach a translation
thereof of the certificate under oath of the translator -shatl-be-attached-thereto- to the
certificate.

(2) Upenfilingofthe- If a foreign corporation files an application + accompanied by

the filing and franchise fees prescribed by law, the administrator shall issue to the foreign
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corporation a certificate of authority to conduct affairs in this state. -Fhereupen- When a
certificate of authority is issued, the foreign corporation is authorized to conduct in this state
any affairs of the character set forth in its application that a domestic corporation formed
under this act may lawfully transact. The authority granted under this subsection continues
so long as the foreign corporation retains its authority to conduct -sueh- its affairs in the
jurisdiction of its incorporation and its authority to conduct affairs in this state -has-not-been-is
not surrendered, suspended, or revoked.

Sec. 1021. (1) When-the-articles-of incorperation-of- Except as otherwise provided in
this section, a foreign corporation authorized to conduct affairs in this state -are-amended-the
rithin-60-day

o_aftar the amendment fart:
S thCTraTntnTTnt

incorperation— that changes its corporate name, or enlarges, limits, or otherwise changes the
affairs that the foreign corporation proposes to conduct in this state, or makes any other
change that affects the information set forth in its application for certificate of authority to
conduet affairs in this state, shall file an amended application with the administrator
within 30 days after the time a change becomes effective. A foreign corporation may make
a change in its registered office or resident agent under section 242. The amended
application under this subsection shall set forth all of the following:

(a) The name of the foreign corporation as it appears on the records of the
administrator and the jurisdiction of its incorporation.

(b) The date the foreign corporation was authorized to conduct affairs in this state.

(¢) If the name of the foreign corporation has changed, a statement of the name

relinquished, a statement of the new name, and a statement that the name was properly
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changed under the laws of the jurisdiction of its incorporation and the date the name was
changed.

(d) If the affairs the foreign corporation proposes to conduct in this state enlarge,
limit, or otherwise change the affairs the foreign corporation is authorized to conduct, a
statement reflecting the change and a statement that the foreign corporation is authorized
to conduct in the jurisdiction of its incorporation the affairs that it proposes to conduct in
this state.

(e) Any additional information as the administrator may require.

(2) WhenIf a foreign corporation authorized to conduct affairs in this -state-is-a-patty-te

is the survivor of a merger permitted by the laws of the jurisdiction in which the foreign

corporation is incorporated, within 30 days after the merger becomes effective, the foreign
corporation shall file a certificate issued by the proper officer of the jurisdiction of its
incorporation attesting to the occurrence of the merger. If the merger has changed the
corporate name of the foreign corporation, or has enlarged limited, or changed the affairs
the foreign corporation proposes to conduct in this state, or changed any of the information
contained in the application, the foreign corporation shall comply with subsection (1).

Sec. 1032. Upeonfiling the- If a foreign corporation files an application for withdrawal

and -payment-of- pays the filing fees prescribed by law, the administrator shall issue to the
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foreign corporation a certificate of withdrawal, -whereupen and both of the following shall
oceur:

(a) The authority of the foreign corporation to conduct affairs in this state -shall-eease- is
terminated.

(b) The authority of its resident agent in this state to accept service of process against the
foreign corporation is -deemed- revoked.

Sec. 1035. (1) -When- If a foreign corporation authorized to conduct affairs in this state
is dissolved, or its authority or existence is otherwise terminated or canceled in the jurisdiction of
its incorporation, or it is merged into or consolidated with another corporation, -there-shall-be
filed- the foreign corporation shall file with the administrator -steh- any information as may be
required by the administrator to determine and assess any unpaid fees payable by sueh- the
foreign corporation as required by law and either of the following:

(a) A certificate of the official of the jurisdiction of incorporation of the foreign
corporation who has custody of the records pertaining to corporations, evidencing the occurrence
of -any-sueh- the event.

(b) A certified copy of an order or judgment of a court of competent jurisdiction
directing dissolution of the foreign corporation, the termination of its existence, or the
cancellation of its authority.

(2) Upenfiling-ofthe- If a foreign corporation files a certificate, order, or judgment
under subsection (1) and -payment-of pays the filing -fees- fee prescribed by law, the
administrator shall issue a certificate of withdrawal -with-tike- that has the same effect as

provided-in- a certificate of withdrawal under section 1032.
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Sec. 1041. In addition to any other ground for revocation provided by law, the
administrator may revoke the certificate of authority of a foreign corporation to conduct affairs in
this state upon the conditions prescribed in section 1042 -upen- on any of the following grounds:

(a) The corporation fails to maintain a resident agent in this state as required -by- under
this act.

(b) The corporation, after -change-of changing its registered office or resident agent,
fails to file a statement of -sueh- the change as required -by- under this éct.

(¢) The corporation _-after amending its-articles-of ineorperation;- fails to file -a-copy-of
the-amendment-as- an amended application when required -by- under this act.

(d) The corporation, after becoming -a-party-te the survivor in a merger, -conselidation;
or-similar corporation-action;- fails to file a -eopy-of-the- certificate attesting to the occurrence
of the merger rconsolidation-orsimilar-corporate-aection- as required -by- under this act.

(¢) The corporation fails to file its annual report within the time required -by- under this
act, or fails to pay an annual fee required under this act.

Sec. 1042. (1) The administrator shall revoke a certificate of authority of a foreign
corporation only -when-the-administrator-has-given- if he or she gives the foreign corporation
notless-than- at least 90 days' notice that a default under section -922- 1041 exists and that he or
she will revoke its certificate of authority -will-be-reveked- unless the default is cured within 90
days -after-mailing-of the notice is mailed, and the corporation fails -before-revocation- within
the 90 day period to cure the default.

(2) The administrator shall send a notice shall be-sent described in subsection (1) by

first class mail to the corporation at its registered office in this state, -apd-atits-main-business-of
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(3) Upen-tevoking- If he or she revokes a certificate of authority under this section,
the administrator shall issue a certificate of revocation and mail a copy to the corporation at -each
of the-addresses-designated-in-subseetion(2)- its registered office in this state.

(4) -The-issuance-of-the- Issuing a certificate of revocation under this section has the
same force and effect -as-issuanee- issuing of a certificate of withdrawal under section 1031.

Sec. 1051. (1) A foreign corporation conducting affairs in this state without a certificate
of authority shall not maintain an action or proceeding in any court of this state until the
corporation has obtained a certificate of authority. An action commenced by a foreign
corporation -havingne- that does not have a certificate of authority shall not be dismissed if the
foreign corporation obtains a certificate of authority -has-been-obtained- before the order of
dismissal. If an action or proceeding is dismissed because a foreign corporation has not
obtained a certificate of authority, the order of dismissal shall be without prejudice to the
recommencement of the action or proceeding by the foreign corporation after it obtains a
certificate of authority. This -prohibition- subsection applies to the foreign corporation and
to any of the following:

(a) A successor in interest of the foreign corporation, except a receiver, trustee in
bankruptcy, or other representative of creditors of the corporation.

(b) An assignee of the foreign corporation, except an assignee for value who accepts an
assignment without knowledge that the foreign corporation should have but -has- did not
obtained- obtain a certificate of authority in this state.

(2) Failure of a foreign corporation to obtain a certificate of authority to conduct affairs
in this state does not impair the validity of a contract or act of the corporation, and does not

prevent the corporation from defending an action or proceeding in a court of this state.
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Sec. 1056. (1) A foreign corporation that is not authorized to conduct affairs in this
state and is not required to obtain authority to conduct affairs in this state may register its
corporate name under this act if permissible under section 212.

(2) A foreign corporation described in subsection (1) may register a corporate name
by filing all of the following in the office of the administrator:

(a) An application for registration executed on behalf of the corporation, that
contains the name and the mailing address of the corporation, the jurisdiction of its
incorporation, the date of its incorporation, a statement that it is conducting affairs, and a
brief statement of the affairs in which it is engaged.

(b) A certificate dated not earlier than 30 days before filing of the application, that
states that the corporation is in good standing under the laws of the jurisdiction of its
incorporation and is executed by the office of the jurisdiction that has custody of the
records pertaining to corporations.

(3) Unless sooner terminated by the filing of a certificate of termination, a
registration under this section is effective until the close of the calendar year in which the
application for registration is filed. However, registrations filed after September 30 in any
calendar year shall expire at the end of the following calendar year. The administrator
shall notify the corporation of the impending expiration not later than 90 days before the
expiration of the registration. A foreign corporation that has in effect a registration of its
corporate name may renew the registration from year to year by filing annually an
application for renewal and a certificate of good standing as required for the original
registration. A renewal application may be filed between October 1 and December 31 in

each year, and extends the registration for the following calendar year.

195



Sec. 1060. (1) -The-fees-aperson-shall-pay-to-the-administratorfor-the-purposes
deseribed in this-section-are-as-follows When delivering a document described in this
subsection to the administrator for filing, the person shall pay the administrator whichever

of the following fees apply to that document:

(a) -Examiningfiling-and-copying-ofarticles- Articles of incorporation of a domestic

corporation, $10.00.

(b)
connected with-the-application- An application of a foreign corporation for -admissien- a

certificate of authority to conduct affairs in this state, $10.00.

(¢) -Examining flingand-copyingan-amendment An amendment to the articles of

incorporation of a domestic corporation, $10.00.

(d)

amended application for certificate of authority to conduct affairs in this state, $10.00.

(e) -Examinefiling;-and-copyinga-certificate- A certificate of merger or -conselidation

conversion under chapter 7, $50.00.

() Examiningand-filinga-certificate-of- A certificate attesting to the occurrence of a

merger -o+-eenselidation- of a foreign corporation - under section 1021, $10.00.

(g) _E_xa;mmﬂg,—ﬁlmg,—aﬂéream%ag—%ef&ﬁ% A certificate of dissolution, $10.00.
(h) -Examining-andfilingan-appliecation- An application for withdrawal and issuance of

a certificate of withdrawal of a foreign corporation, $10.00.

(1) _E%amﬂg;ﬁha%aﬁéreepymgﬂ&ﬂ—apﬁmﬂ- An application for reservation of

corporate name, $10.00.
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) Examining-filing-and-copyinga-certificate- A certificate of assumed name or

certificate of termination of assumed name, $10.00.

(k) Examining-filing-and-copying-a-statement- A statement of change of registered

office or resident agent, $5.00.

(1) -Examining-filing-and-copyingrestated- Restated articles of incorporation of a
domestic -corperation- corporations, $10.00.

(m) -Bxeminingfiling-and-copying-a-certifieate- A certificate of abandonment, $10.00.

(n) -Examining-filing;and-copyinga-certificate- A certificate of correction, $10.00.

(0) -Examiningfiling and-copyinga-certifieate- A certificate of revocation of
dissolution proceedings, $10.00.

(p) -Examining-filing;andcopyingeertificate- A certificate of renewal of corporate
existence, $10.00.

(q) Filing-and-examination-ofa- For examining a special report required by law, $2.00.

(r) -Bxeminingandfiling a-certificate-of eleetion;$10:00— Certificate of registration

of corporate name of a foreign corporation, $50.00.

(s) A certificate of renewal of registration of corporate name of a foreign
corporation, $50.00.

(t) A certificate of termination of registration of corporate name of a foreign
corporation, $10.00.

(u) ~«s) Filing a report required under section 911, $10.00 if paid before October 1,
2003 or after September 30, 2012. After September 30, 2003 and before October 1, 2012, the fee

is $20.00.
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fees described in -this-section- subsection (1) are in addition to any franchise fees prescribed in

this act. The administrator shall not refund all or any part of a fee described in this section.

(3) Except as provided in subsection (8), the administrator shall deposit all fees
received and collected under this section in the state treasury to the credit of the
administrator, who may only use the money credited pursuant to legislative appropriation
and only in carrying out those duties of the department required by law.

(4) If any money received by the administrator from fees paid under subsection
(1)(u) is not appropriated to the department in that fiscal year, the money remaining from
those fees shall revert to the general fund of this state.

(5) 3% A person shall pay a minimum charge of $1.00 for each certificate and 50 cents
per folio to the administrator for certifying a part of a file or record pertaining to a corporation if
a fee for that service is not described in subsection (1). The administrator may furnish copies of
documents, reports, and papers required or permitted by law to be filed with the administrator,
and shall charge for those copies the fee established in a schedule of fees adopted by the
administrator with the approval of the state administrative board. The administrator shall

retain the revenue collected under this subsection, and the department shall use it to defray

the costs for its copying and certifying services.
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(6) If a person pays a fee or penalty on behalf of a domestic or foreign corporation
by check and the check is dishonored, the fee is unpaid and the administrator shall rescind
the filing of all related documents.

(7) The administrator may accept a credit card in lieu of cash or check as payment
of a fee under this act. The administrator shall determine which credit cards he or she
shall accepted for payment.

(8) The administrator may charge a nonrefundable fee of up to $50.00 for any
document submitted or certificate sent by facsimile or electronic transmission. The
administrator shall retain the revenue collected under this subsection and the department
shall use if in carrying out its duties required by law.

Sec. 1104. As used in this chapter:

(a) - “Member capital” means the assets ~which- that a member must provide by
payment, transfer, or allocation of net savings to a cooperative as a condition of admission to or
retention of membership and with respect to which the member has rights to dividends,
redemption or distributions on dissolution -pursuant-te- under this chapter.

(b) 42> “Membership fees” means a nonredeemable fee ~whieh- that a member must
pay to a cooperative as a condition of admission to or retention of membership in the cooperative
which- that is not member capital or a fee for goods, services, or facilities.

(¢) -3) “Patron” means a person whose economic exchange is a regular part of the
business of a cooperative or foreign cooperative, -whieh- if the economic exchange is the same

type of regular economic exchange engaged in by any class of members.
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(d) 4> “Patronage” means the selling or providing of goods, services, or facilities to,
or the buying of goods, services, or facilities from members or other persons, or -the- providing
of labor or services to or by a cooperative.

() 5> “Redemption” means any method by which a cooperative exchanges cash or
debt instruments for member capital, including, but not limited to, repurchase, redemption,
refund, or repayment.

(f) 6 “Referendum” means a method of member voting that utilizes secret ballot and
established polling places as provided in the cooperative’s bylaws or under section 419.

(g) - “Unincorporated cooperative” means either of the following:

(a) An association of 2 or more persons organized on a cooperative basis -whieh- that is
not a corporation.

(b) An association of 2 or more persons organized under the laws of another state
operating on either a cooperative basis or a similar basis provided in -anether that state as the
criterion for being a cooperative, -whieh- that is not a corporation.

Sec. 1107. To the extent that sections -30+3)- 301(4) and -4)- 301(5), 855, and 901 are
inconsistent with this chapter, they shall not apply to cooperatives.

Sec. 1145. Notwithstanding section 611(4), 7032 703a(2)(d), 753(4), or -864(4)
804(6), unless the articles of incorporation provide for a higher vote for passage, amendment of
the articles of incorporation, amendment of the bylaws -whieh- that alters member voting rights
or member capital, merger, —consolidatiens-disposition of all or substantially all of the assets of
the corporation, or dissolution shall be adopted by the affirmative vote of a majority of the votes
cast by members eligible to vote thereen- on that matter, and if a class is eligible to vote

thereon on that matter as a class, the affirmative vote of a majority of the votes cast by
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members of -each- that class. -Sueh- An action -may-enty- described in this section shall be
taken at a meeting called according to the notice provisions of section 404.

Sec. 1162. In the event of an amendment to the articles of incorporation or bylaws,
merger, -conselidation;- or disposition of substantially all of the assets of -the- a cooperative, or a
dissolution, -whieh- that results in a distribution of all or substantially all of the assets of the
corporation to members, the corporation shall make that distribution -shatt-be- in the manner
and order provided in section 1183.

Section 2. Sections 312, 315, 361, 363, 365, 371, 411, 447, 463, 481, 491, 492, 493, 515,
545, 546, 564, 703, 721, 722, 723, 731, 732, 736, 737, 825, 841, 842, 843 and 935 of 1982 PA
162 (MCL 450.2312, 450.2315, 450.2361, 450.2363, 450.2365, 450.2371, 450.2411, 450.2447,
450.2463, 450.2481, 450.2491, 450.2492, 450.2493, 450.2515, 450.2545, 450.2546, 450.2564,
450.2703, 450.2721, 450.2722, 450.2723, 450.2731, 450.2732, 450.2736, 450.2737, 450.2825,
450.2841, 450.2842, 450.2843, and 450.2935), section 564 as amended by 1993 PA 129 and
1987 PA 170, are repealed.

Section 3. This amendatory act shall not take effect unless [Senate/House] Bill

No. of the th Legislature and [Senate/House] Bill No. of the th

Legislature are enacted into law.

DET01\890004.3
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3/01/12

A bill to amend 1965 PA 169, entitled

“An Act to require court proceedings for dissolution of domestic charitable purpose

corporations”
by amending the title and sections 1 and 2, MCL 450.251 and 450.252.
THE PEOPLE OF THE STATE OF MICHIGAN ENACT:
TITLE

An act to require notice and accounting to the attorney general of dissolution,
merger and conversion of certain domestic charitable purpose corporations, to require court
proceedings for dissolution of certain domestic charitable purpose corporations; and to require
the filing of notice of intention to withdraw with the attorney general by foreign charitable
purpose corporations -attempting- seeking to withdraw from this state.

Sec. 1. No nonprofit corporation, foundation, trustee corporation or other corporation or
entity organized under the laws of this state whose corporate purposes are to hold property for
any charitable purpose, except when they are organized for religious purposes; 5 shall enter

into a merger with another domestic or foreign nonprofit corporation, domestic or foreign



business corporation or other domestic or foreign business entity, shall file restated articles
of incorporation that convert the entity to a business corporation or to a professional
service corporation, shall file a certificate of conversion that converts the entity to another
form of domestic or foreign business organization or shall be dissolved except by giving
written notice to the attorney general -byregistered-mail-atJeast-45-days- prior to the filing of
any paper or document in respect to such dissolution, merger or restated articles with any other
state agency or court. A corporation that is subject to this act and that is automatically
dissolved under section 801(1)(a) or section 922 of the nonprofit corporation act, 1982 PA
166, MCL 450.2801(1)(a) and 450.2922, shall give notice to the attorney general within 60
days the automatic dissolution of the corporation. The attorney general may require the
submission of an accounting of the assets of the corporation and of their administration
and disposition. The attorney general may require a -the- dissolution to be accomplished by
proceedings in the circuit court for Ingham County or for the county in which the registered
office or principal place of business of the corporation is located —-and-the-making-ofan
accounting-of its-assets-administration-and-dispesition-of-its-assets- . The attorney general is a
necessary party to such proceedings and shall be given due notice thereof. The attorney general
may consent to a dissolution without court proceedings, provided however, that any other
statutory provisions requiring court proceedings shall not be affected nor eliminated by such
consent.

Sec.2 (1) The -corperation-and-securities-commission- department of licensing and
regulatory affairs shall not accept for filing:

(a) -any-netice- Any certificate of dissolution of a corporation or other entity

described in section 1 unless it is accompanied by a copy of the order of the circuit court



dissolving the corporation, -er-a-certified-copy-of- the written consent of the attorney general to
such dissolution or an affidavit described in section 3.

(b) Any certificate of merger of a non-surviving corporation described in this
section unless it is accompanied by the written consent of the attorney general to such
merger, an affidavit described in section 3 or a final order of a court having jurisdiction
authorizing the merger.

(¢) Restated articles of incorporation or a certificate of conversion that converts a
corporation described in section 1 to a business corporation, a professional service
corporation or other domestic or foreign business entity unless it is accompanied by the
written consent of the attorney general to the conversion, an affidavit described in section 3
or a final order of a court having jurisdiction approving the restated articles of
incorporation.

(d) Any amendment to the articles of incorporation of a corporation described in
this section that changes its term of existence to a date certain unless it it accompanied by
the written consent of the attorney general or an affidavit described in section 3.

See—2- (2) The -corporation-andsecurities-commission- department of licensing and
regulatory affairs shall not -aceept-forfiling-a-notice- issue a certificate of withdrawal from
this state of a foreign corporation or entity whose nature and purposes are similar to those

domestic corporations or entities described in section 1, unless the -notice-of request for a

certificate of withdrawal is accompanied by -a-true-copy-and-proofofservice-by-registered-mail;

the written consent of

the attorney general or an affidavit described in section 3.



Sec. 3. If a charitable entity described in section 1 submits a written request to the
attorney general for consent to filing a certificate of dissolution, merger, or conversion, an
amendment to or restatement of its articles of incorporation or dissolution or if a foreign
corporation submits a written request for consent to filing a certificate of withdrawal
under this act, the attorney general shall, within 120 days after submission, either provide
written consent to the filing or dissolution or give written notice to the person submitting
the request, specifying the reasons for the refusal to consent or requesting that additional
information be provided. If the attorney general fails to provide that notice within the 120
day period, the person submitting the request may prepare an affidavit attesting to the
request and the failure of the attorney to respond and may submit the affidavit to the
department of licensing and regulatory affairs under section 2. A domestic or foreign
charitable entity subject to this act may seek judicial review of the refusal of the attorney
general to consent to a transaction under this act pursuant to sections 103, 104, and 106 of
the administrative procedures act of 1969, 1969 PA 306, MCL 24.303, 24.304, and 24.306.

Enacting section 1. This amendatory act shall not take effect unless [Senate/House] Bill

No. of the th Legislature and [Senate/House] Bill No. of the th

Legislature are enacted into law.
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Draft 2/18/12
PROPOSED AMENDMENT TO
MICHIGAN LIMITED LIABILITY COMPANY ACT
IN CONNECTION WITH NONPROFIT CORPORATION ACT
AMENDMENTS

Sec. 102. (1) Unless the context requires otherwise, the definitions in this section control
the interpretation of this act.

(2) Asused in this act: . . .

(e) “Corporation” or “domestic corporation” means any of the following:

(i) A corporation formed under the business corporation act, 1972 PA 284, MCL
450.1101 to 450.2908.

(ii) A corporation existing on January 1, 1973 and formed under another statute fora
purpose for which a corporation may be formed under the business corporation act, 1972 PA
192, MCL 450.1101 to 450.2908.

(iii) A corporation formed under the professional services corporation act, 1962 PA 192,
MCL 450.221 to 450.235.

(iv) A corporation formed under or subject, wholly or in part, to the nonprofit

corporation act, 1984 PA 162, MCL 450.2101 to 450.3192. . ..
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