SENATE BILL No. 218

February 26, 2003, Introduced by Senators ALLEN and SCHAUER and referred to the
Committee on Commerce and Labor.

A bill to anmend 1972 PA 284, entitled
"Busi ness corporation act,"
by amendi ng sections 506, 511, 611, and 798 (MCL 450. 1506,

450. 1511, 450. 1611, and 450.1798), sections 506 and 511 as
anended by 1989 PA 121, section 611 as anended by 1997 PA 118,
and section 798 as added by 1988 PA 58.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 506. (1) The articles of incorporation or a byl aw
adopted by the sharehol ders or incorporators may provide that in
lieu of annual election of all directors, the —direetors—be
board is divided into 2 or 3 classes, each -te-be— with as nearly
equal —n— a nunber of directors as possible. The termof office
of directors in the first class shall expire at the first annua

nmeeti ng of sharehol ders after their election, that of the second
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cl ass shall expire at the second annual neeting after their
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el ection, and that of the third class, if any, shall expire at
the third annual neeting after their election. At each annual
nmeeting after —sueh—elassifiecation— the directors are divided
into classes, the sharehol ders shall elect a nunber of directors
equal to the nunmber of the class whose termexpires at the tinme
of the neeting, -shall—beeleeted— to hold office until the
second succeedi ng annual neeting if there are 2 classes —— or
until the third succeedi ng annual neeting if there are 3
cl asses.

(2) Unless the articles of incorporation otherw se provide,
if a board is divided into classes under subsection (1), a
corporation shall not by anendnent to its articles of
i ncorporation or bylaws reduce the termof office of a director,
amend or repeal a provision dividing the board into classes, or
i ncrease or decrease the nunber of directors w thout the prior
approval of a majority of the directors then in office.

(3) 2— A corporation —having— that has nore than 1 class
or series of shares may provide in its articles for election of 1
or nore directors by sharehol ders of a class or series, to the
excl usi on of other sharehol ders.

Sec. 511. (1) The shareholders may renove 1 or nore
directors with or without cause unless the articles of
i ncorporation provide that directors nmay be renoved only for
cause and except that, for a corporation whose board is divided
into classes under section 506(1), sharehol ders may renove

directors only for cause unless the articles of incorporation

al l ow renmoval wi thout cause. The vote —feor—+rerpval—shall—be by
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of a mpjority of shares entitled to vote at an el ection of
directors is required for renoval except that the articles may
require a higher vote for renoval w thout cause. This section
—shal— does not invalidate any byl aw adopted before —the
effeective date of the actwhich addedthissentenrece— October 1,
1989 insofar as the bylaw applies to renoval w thout cause.

(2) I'n the case of a corporation —havihg— that has cunul ative
voting, if less than the entire board is to be renoved, —no—1-of
the—direetors—ray—berermpved— the sharehol ders nay not renove a
director if the votes cast against his or her renpoval —would-be
are sufficient to elect himor her if then cumulatively voted at
an election of the entire board of directors, or, if there are
cl asses of directors, at an election of the class of directors of
which he or she is a part.

(3) If holders of a class or series of stock or of bonds are
entitled by the articles to elect 1 or nore directors, this
section applies, with respect to renoval of a director —-se
el ected by those holders, to the vote of the holders of the
out standi ng shares of that class or series of stock or the
hol ders of those bonds.

Sec. 611. (1) Before the first neeting of the board, the
i ncorporators may anend the articles of incorporation by
conplying with —subseetion{3)—of— section 631+ 631(1).

(2) Unless the articles of incorporation provide otherw se,
the board nmay adopt 1 or nore of the foll ow ng amendnents to the
corporation's articles of incorporation wthout sharehol der

action:
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(a) Extend the duration of the corporation if it was
incorporated at a tinme when limted duration was required by
I aw.

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

(c) Delete the nane and address of the initial resident agent
or registered office, if a statenent of change is on file with
t he adm ni strator.

(d) Change each issued and uni ssued authorized share of an
outstanding class into a greater nunmber of whole shares if the
corporation has only shares of that class outstanding.

(e) Change the corporate nane by substituting the word
"corporation", "incorporated", "conpany", "limted", or the

abbreviation "corp.", "inc.", "co.", or "ltd.", for a simlar
word or abbreviation in the corporate nanme, or by adding,

del eting, or changing a geographical attribution for the

cor porate nane.

(f) Any other change expressly permtted by this act to be
made wi t hout sharehol der acti on.

(3) O her anendnents of the articles of incorporation, except
as otherw se provided in this act, shall be approved by the
sharehol ders as provided in this section.

(4) If a corporation has securities registered under section
12 of the securities exchange act of 1934, chapter 404, 48
Stat. 892, 15 U.S.C. 78I, a proposed anmendnent to the articles of
i ncorporation rmust be adopted by the board of directors.

(5) —4)>— Notice of a neeting setting forth the proposed

anmendnent or a sunmary of the changes to be effected by the
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proposed amendnent shall be given to each sharehol der of record
entitled to vote on the proposed anendnent within the tinme and in
the manner provided in this act for giving notice of neetings of
shar ehol ders.

(6) 50— At the neeting, a vote of shareholders entitled to
vote shall be taken on the proposed anendnent. —Fhe— A proposed
anendnent -shall—be— i s adopted —upon—+receiving— if it receives
the affirmati ve vote of a ngjority of the outstandi ng shares
entitled to vote on the proposed anendnent and, in addition, if
any class or series of shares is entitled to vote on the proposed
amendment as a class, the affirmative vote of a majority of the
out standi ng shares of each —sueh— class or series entitled to
vote. The voting requirenments of this section are subject to
greater requirenents as prescribed by this act for specific
anendnents —— or as —+waybeprovidedby— required in the
articles of incorporation.

(7) —6)—-Any— The sharehol ders may act on any nunber of
anendnent s —+maybeactedupon—at—1— at a neeting.

(8 —AH— Upon adoption, a certificate of amendnment shall be
filed as provided in section 631.

Sec. 798. (1) Control shares acquired in a control share
acqui sition have the same voting rights as were accorded the
shares before the control share acquisition only to the extent
granted by resolution approved by the shareholders or directors
of the issuing public corporation.

(2) To be approved by the sharehol ders under —this—seetion,
the— subsection (1), a resolution shall be approved by —beth— al
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of the follow ng:

(a) Amjority of the votes cast by the —heolders—of shares
sharehol ders entitled to vote —thereon—and+f—the— on the
resol ution.

(b) If a proposed control share acquisition would, if fully
carried out, result in any action —whieh— that would require a
vote as class or series, by a ngjority of the votes cast by the
—holders—of—shares— sharehol ders of —eaeh—sueh— that class or
series. —entitled to vole thereon-

(c) b)) — A mjority of the votes cast by the —helders—of
shares— sharehol ders entitled to vote and a majority of the votes
cast by the —helders—of shares— sharehol ders of each class or
series entitled to vote as a class or series, excluding al
i nterested shares.

(3) To be approved by the directors under subsection (1), a
resol ution shall be approved by 1 of the follow ng:

(a) If before or at the time of a control share acquisition,
by a majority of the directors.

(b) If after a control share acquisition, by a majority of
those directors in office at the time of the approval who al so

were directors at the time of the control share acquisition.
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