HOUSE BILL No. 6375

HOUSE BILL No. 6375

August 30, 2006, Introduced by Reps. Emmons, Farhat, Nitz, Mortimer and Moore and
referred to the Committee on Higher Education and Career Preparation.

A bill to anend 1931 PA 327, entitled

"An act to provide for the organi zation, regul ation and
classification of corporations; to provide their rights, powers and
immunities; to prescribe the conditions on which corporations may
exercise their powers; to provide for the inclusion of certain

exi sting corporations within the provisions of this act; to
prescribe the terns and conditions upon which foreign corporations
may be admtted to do business within this state; to require
certain annual reports to be filed by corporations; to prescribe
penalties for the violations of the provisions of this act; and to
repeal certain acts and parts of acts relating to corporations,”

by amendi ng sections 171, 172, 173, and 177 (MCL 450.171, 450.172,
450. 173, and 450.177).
THE PECPLE OF THE STATE OF M CHI GAN ENACT
Sec. 171. (1) For the purposes of this act, educational

corporations —shal—be— ARE classified as felHHoews— 1 OF THE
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FOLLOW NG

(A —w)—TFhoese— CLASS (W: THOSE having a capital of not |ess
t han $500, 000. 00. —

(B) —¢)—Fhese— CLASS (X): THOSE having a capital of not |ess
t han $100, 000. 00 — and | ess than $500, 000. 00. —— CLASS (X) ALSO
| NCLUDES AN | NSTI TUTI ON KNOWN AS A KI NDERGARTEN | NSTI TUTI ON FORMED

UNDER FORMER 1913 PA 359.

(O ——Fhoese— CLASS (Y): THOSE having a capital of
$1, 000, 000. 00 or nore. —

(D) —(2)—Fhoese— CLASS (2): THOSE instituted and nai ntai ned by
any— AN ecclesiastical or religious order, society, corporation, or
corporations ——+etainnrg— THAT RETAIN control of —-sueh— THE
institution for denom national purposes. CLASS (Z) EDUCATI ONAL
CORPORATI ONS | NCLUDE, BUT ARE NOT LIMTED TO, ALL OF THE FOLLOW NG

(1) A SCHOOL, ACADEMY, OR COLLEGE FOUNDED UNDER FORMER 1899 PA
135 AND KNOWN UNDER THAT ACT AS AN "URSULI NE ACADEMY" .

(i) A SCHOOL, ACADEMY, OR COLLEGE FOUNDED UNDER FORMER 1915 PA
121 AND KNOMWN UNDER THAT ACT AS AN "ECCLESI ASTI CAL SEM NARY".

(1) A SCHOOL, ACADEMY, OR COLLEGE FOUNDED UNDER FORMER 1901 PA
28 AND KNOAN UNDER THAT ACT AS AN " EVANGELI CAL LUTHERAN DEAF MJUTE
I NSTI TUTI ON".

(iv) A SCHOOL, ACADEMY, OR COLLEGE FOUNDED UNDER FORMER 1867 PA
135 AND KNOWN UNDER THAT ACT AS AN "I NDUSTRI AL AND CHARI TABLE
SCHOOL"

(v) A SCHOOL, ACADEMY, OR COLLEGE ORGANI ZED UNDER PARAGRAPH
(C, SUBDIVISION 1, CHAPTER 2, PART 4, OF FORMER 1921 PA 84.

(vi) A SCHOOL, COLLEGE, | NSTITUTION, OR EDUCATI ONAL PROGRAM OF
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LI KE CHARACTER AND PURPOSE TO AN EDUCATI ONAL CORPORATI ON, SCHOOL,
ACADEMY, OR COLLEGE DESCRI BED IN THI S SUBDI VI SI ON AND FORVED UNDER
ANY LAW OF TH S STATE FOR EDUCATI ONAL PURPCSES.

(2) Every educational corporation, before being authorized to
file its articles OF | NCORPORATI ON, —-shalH—be— IS required to
present a WRI TTEN statenent to the —Mehigan—corporation—-and

securities—conmm-ssion—+n—witinrg— DEPARTMENT OF LABOR AND ECONOM C
GROMH, fromthe state board of education that (3 —the— APPROVES

ALL OF THE FOLLOW NG

(A) THE housi ng space and administration facilities —whieh
THAT it possesses or proposes to provide for its declared field or
fields of education are adequate. —(2)—+ts

(B) ITS proposed educational programleading to the diplonas
or degrees —whieh— THAT it proposes to offer is adequate. —(3)}
Hs

(C THE | aboratory, library, and other teaching facilities
whi-ch— THAT it possesses or proposes to provide are adequate.
i

(D) IT has or proposes to enploy an adequate staff, fully

trained, for the instruction proposed. —and{5r-at
(E) AT least 50% of its capital, whether CONSI STI NG of stock

or in gifts, devises, |egacies, bequests or other contributions of
noney or property, has been paid in or —+reducedto— ISINITS
possessi on.

(3) I'n determ ni ng whet her any educati onal corporation
satisfies THE conditions specified i n —elasses{wW—0—H—and
z)—ofthis—seetion— SUBSECTION (1), the state board of education
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may treat as a credit to the capital of —sweh— THE corporation the
guar ant eed annual inconme of that corporation to the extent that it
deenrs—suech— CONSI DERS THAT guar anteed i nconme the equival ent of al
or any part of the required endowrent.

(4) The use of the word "college" or "university" in the name
of any group, organization, or association —hereafter— forned in
this state AFTER SEPTEMBER 18, 1931 is |limted to those educati ona
corporations conplying with the requirenents for class (w) or class
(y) educational corporations or to —sueh— ANY educati ona
corporations of class (z) —as—shal— THAT satisfy the requirenents
set—up— ESTABLI SHED for class (y) corporations. —Previded-
however—That—the— THE words "junior college" may be used by
educational corporations of class (x). —\Wenever— |IF this provision
is violated, it —shalk—be— IS the duty of the prosecuting attorney,
in the county where the —erganizatien— EDUCATI ONAL CORPORATION is
| ocated, to bring proceedings to enjoin the further use of —sueh— A
nane in violation of this —aet— SUBSECTI ON

(5) —Ne— AN educational corporation —shalk—be— IS NOT

permtted to expand its program beyond that specified in its

articles of incorporation until it —has—presentedtothe Mchigan

, | L o , L
PRESENTS A WRI TTEN STATEMENT TO THE DEPARTMENT OF LABOR AND

ECONOM C GROMH fromthe state board of education approving the
facilities, equipnment, and staff or the proposed facilities,
equi pnent, and staff as adequate for the offering of the additiona

educati onal program

Sec. 172. (1) —{a)—FEducational——corporations—of—<class—{w—-as

07192' 06 h DAM



© 00 N o o~ W N P

N N N N N N NMN N P P P P R R R R Rk
N~ o o0 A W N P O ©O 0N O O~ WODN B O

5

ot | L , f i b hall | hoti AN
EDUCATI ONAL CORPORATI ON CLASSI FI ED AS CLASS (W UNDER SECTI ON

171(1) MAY establish and conduct —general—colleges— A GENERAL
COLLEGE for furnishing higher |learning and to confer —sueh— ANY
degrees and honors —as—shall—be— approved by the state board of
education prior to the filing of articles of incorporation. ——and
FOR PURPOSES OF THI S SECTION, the term "col |l ege" —as—herein—used
shal-—be—construedto—inelude— | NCLUDES A PREPARATORY SCHOOL OR any
coll ege, university, or other institution where the arts, sciences,

prof essi ons, and hi gher |earning are taught and degrees and honors

therein— | N THOSE AREAS ARE conferred. —Sueh—eotHeges—+ay—alse
tnclude preparatory schools as conmonly understood;

(2} —{hb)yr—Educational—eorporations—el—class—{x—as—defHned—in
section—171—shal—haveauthorityto— AN EDUCATI ONAL CORPORATI ON
CLASSI FI ED AS CLASS (X) UNDER SECTION 171(1) MAY establish and
conduct A junior —eelHleges—semnaries,—academes— COLLEGE,

SEM NARY, ACADEMY, or preparatory —seheels— SCHOOL, as determ ned

and approved by the state board of education, but not A genera

coHeges—or—uni-versities—as—defined— COLLEGE OR UNI VERSI TY
DESCRI BED i n subsecti on —(a)—hereoef+— (1).
(3) e I , | , ¢ ol 5 lof i L
L . hall : I hools- lenies. L]
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educational—purpoeses—shal—have— AN EDUCATI ONAL CORPORATI ON
CLASSI FI ED AS CLASS (W, (X), (Y), OR (Z) UNDER SECTION 171(1) AND

FORMED UNDER ANOTHER ACT OR FORMER ACT OF THI S STATE HAS all the
rights, powers, privileges, and inmunities enjoyed under its act of
i ncorporation and without regard to the classification nmade in this
act, and upon conplying with the provisi ons —hereof—shall—have
sueh— OF TH S ACT HAS ANY additional rights, powers, privileges,
and imunities —as—are— conferred —heredhrder— UNDER TH S ACT

accordi ng to —the—elassificationspreseribedinthisact—Provided
further. That any corporation heretofore formed under Act 359,
bl ’ w I I i
. : . " chall | : I I L fied I | ;
: I . thi : dedf her.—Ti
: F el 2y : . I I hi
enjoy— | TS CLASSI FI CATI ON UNDER SECTI ON 171(1).

(4) AN EDUCATI ONAL CORPORATI ON CLASSI FI ED AS CLASS (Z) UNDER
SECTI ON 171(1) AND ORGANI ZED UNDER THI S ACT HAS the privil eges
provi ded —whrder—classes—{w-—x)—and—{y)—ofsection17—on
conditionthatit—satistiesthe requirerents—set—upfor
corporations—of these respectiveclasses— TO AN EDUCATI ONAL
I NSTI TUTI ON CLASSI FI ED AS CLASS (W, (X), OR (Y).

(5) _tdy Ed  onal : e ol » W
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sectton—171t-shall—haveauthority—to— AN EDUCATI ONAL | NSTI TUTI ON
CLASSI FI ED AS CLASS (Y) UNDER SECTION 171(1) MAY establish and

conduct —eeHeges—or—universities— A COLLEGE OR UNI VERSITY of a

graduate rank with prograns of studies of 5 years or nore.

Sec. 173. —Sane,—articles—of inecorporation— The articles OF
| NCORPORATI ON of every educational corporation shall clearly set
forth the educational systemof the institution to be founded and
the character of the degrees, honors, diplomas, or certificates
which it proposes to grant. —and-samre— ARTI CLES OF | NCORPORATI ON
OF AN EDUCATI ONAL CORPORATI ON shal | be approved by the state board
of education prior to the filing of the articles of incorporation.
H— THE ARTI CLES OF | NCORPORATI ON OF a col |l ege or university —+the
artt+eles— shall state the nunber and nane of the faculties to be
establ i shed. —and—++— THE ARTI CLES OF | NCORPORATI ON OF a
denom national religious school or college — SHALL STATE the nane
of —sweh— THE denom nation and the body supporting or controlling
t he —same— DENOM NATI ON. —Sueh—artieles— ARTI CLES OF | NCORPORATI ON
shall be filed as provided in —seetion5o6fthis—aet— THE NONPROFI T
CORPORATI ON ACT, 1982 PA 162, MCL 450.2101 TO 450.3192. —Any—such
corporation—+ay—by— BY increasing its capital to a higher class
and anending its articles, AN EDUCATI ONAL CORPORATI ON MAY assune
the powers and privil eges of —sueh— THE hi gher classification —as
H—raytherebybe— IT IS entitled to. —as—definedinthisact-

Sec. 177. (1) —Sare—inspectionbystate board of education-
annval—repoert— Every —sueh— educational corporation shall be
visited and inspected by the —state board of education
SUPERI NTENDENT OF PUBLI C I NSTRUCTI ON, in person or through visitors
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or inspectors appointed by —them THE SUPERI NTENDENT OF PUBLI C

I NSTRUCTI ON, at |east once every 3 years. —Sald-state beard-of
edueation— THE SUPERI NTENDENT OF PUBLI C | NSTRUCTI ON shall at the
time of visitation ascertain and publish information upon al
matters pertaining to the condition, nmanagenent, instruction, and
practi ces of —sueh—ecorporations— THE EDUCATI ONAL CORPORATI ON, and
shall file a copy of —their— THE report with the —Mehigan
corporation—and-securities—comm-ssion— DEPARTMENT OF LABOR AND
ECONOM C GROWTH.

(2) Upon evidence that the property is at any tine | ess than
is required by law, or that —any—sueh— AN educational corporation
is not otherwi se conplying with the provisions of this act, —they
THE SUPERI NTENDENT OF PUBLI C | NSTRUCTI ON shal | serve notice on
suech— THE corporation to renedy the defects within a reasonabl e
time to—be— fixed in —sueh— THE notice. —anhd+n—ecase— IF the
deficiency is not corrected within the tinme fixed by —them—they
THE SUPERI NTENDENT OF PUBLI C | NSTRUCTI ON, HE OR SHE may i nstitute
proceedi ngs at |aw for the dissolution of —sueh— THE EDUCATI ONAL
corporation. —Suehtrustees—shall—be

(3) THE TRUSTEES OF AN EDUCATI ONAL CORPORATI ON ARE required,
on or before the first day of Decenber, annually, to PROVIDE A
report to the —state boardof education,—astaterent—of
SUPERI NTENDENT OF PUBLI C | NSTRUCTI ON THAT | NCLUDES t he nane of each
trustee, officer, AND teacher and the nunmber of students of —sueh
THE institution, —wth— a statenent of its property; ——— the
anount of stock subscribed, donated, —and— OR bequeat hed;, ——and
the amount actually paid in;, —and-—sueh— AND ANY ot her information
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as wll tend to exhibit its condition and operations.

Enacting section 1. This anendatory act is intended to
transfer back to the state board of education and the
superi ntendent of public instruction certain powers, duties, and
functions that were transferred to the forner departnent of career
devel opnent by Executive Reorgani zation Order No. 1999-7, MCL
388. 995.
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