SENATE BILL No. 1288
ga b~ W N P

SENATE BILL No. 1288

May 7, 2002, Introduced by Senator JOHNSON and referred to the Committee on
Appropriations.

A bill to amend 1931 PA 327, entitled
"An act to provide for the organi zation, regulation and classifi-
cation of corporations; to provide their rights, powers and inmu-
nities, to prescribe the conditions on which corporations nmay
exercise their powers; to provide for the inclusion of certain
exi sting corporations within the provisions of this act; to pre-
scribe the terms and conditions upon which foreign corporations
may be admitted to do business within this state; to require cer-
tarn annual reports to be filed bx corporations; to prescribe
penalties for the violations of the provisions of this act; and
to repeal certain acts and parts of acts relating to
cor porations,”
by amendi ng sections 171, 172, 173, and 177 (MCL 450. 171,
450. 172, 450.173, and 450.177).

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 171. For the purposes of this act, educational corpo-
rations shall be classified as follows:

(w) Those having a capital of not |ess than $500, 000. 00;

(x) Those having a capital of not |ess than $100, 000. 00, and

| ess than $500, 000. 00;
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(y) Those having a capital of $1, 000, 000.00 or nore;

(z) Those instituted and mai ntained by any eccl esiastical or
religious order, society, corporation, or corporations, retaining
control of —stweh— THE institution for denom national purposes.

Every educational corporation, before being authorized to
file its articles, shall be required to present a statenent to
the M chigan corporation and securities comission in witing
fromthe —statebeard—of—education— DEPARTMENT OF CAREER
DEVELOPMENT that (1) the housing space and administration facili-
ties —which— THAT it possesses or proposes to provide for its
declared field or fields of education are adequate, (2) its pro-
posed educational program | eading to the diplonmas or degrees
—whieh— THAT it proposes to offer is adequate, (3) its |aborato-
ry, library, and other teaching facilities —whieh— THAT it pos-
sesses or proposes to provide are adequate, (4) it has or pro-
poses to enploy an adequate staff, fully trained, for the
i nstruction proposed, and (5) at |least 50%of its capital,
whet her of stock or in gifts, devises, |egacies, bequests, or
ot her contributions of noney or property, has been paid in or
reduced to possessi on.

I n determ ni ng whet her any educational corporation satisfies
conditions specified in classes (W), (x), (y) and (z) of this
section, the —state boardof—educatton— DEPARTMENT OF CAREER
DEVELOPMENT may treat as a credit to the capital of —sueh— THAT
corporation the guaranteed annual incone of that corporation to
the extent that it deens —steh— THE guaranteed i ncone the

equi val ent of all or any part of the required endowrent.

05303’ 01



© 00 N o 0o b~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

3

The use of the word "college" or "university"” in the nanme of
any group, organization, or association —hereafter— fornmed in
this state is limted to those educational corporations conplying
with the requirenents for class (w) or class (y) educational cor-
porations or to —stueh— educational corporations of class (z) —as
shatHH— THAT satisfy the requirenments set up for class (y)
corporations. —Provided,—however,—TFhat—the— THE words "j uni or
col l ege" may be used by educational corporations of class (x).
—Whenever— |F this provision is violated +t—shatt—betheduty
of— the prosecuting attorney —— in the county —where— I N WH CH
the organi zation is | ocated —to6— SHALL bring proceedings to
enjoin the further use of —stueh— THAT nane in violation of this
act .

No educational corporation shall —bepermttedto— expand
its program beyond that specified in its articles of incorpora-
tion until it has presented to the M chi gan corporation and
securities conmission a statement in witing fromthe —state
beard—of—education— DEPARTMENT OF CAREER DEVELOPMENT approvi ng
the facilities, equipnment, and staff or the proposed facilities,
equi prent, and staff as adequate for the —effering—oef—the— addi-
tional educational program

Sec. 172. (a) Educational corporations of class (w), as
defined in section 171, —ef—this—aect— shall have authority to
est ablish and conduct general colleges for furnishing higher
| earning and to confer —stueh— THE degrees and honors —as—shat
be— approved by the —stateboardof—education— DEPARTMVENT OF
CAREER DEVELOPMENT prior to —the— filing of articles of

05303’ 01



© 00 N o 0o b~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

4
i ncorporation; and the term "col |l ege" —as—heretrn—used— shall be
construed to include any college, university, or other institu-
tion —where— AT WHICH the arts, sciences, professions, and higher
| earni ng are taught and degrees and honors —thereif— conferred.

—Sueh—eotteges— COLLEGES nay al so include preparatory school s.
—as—cofmmonty—understood;—

(b) Educational corporations of class (x), as defined in
section 171, —shat—have—authortty—to— MAY establish and conduct
junior colleges, sem naries, academ es, or preparatory schools,
as determ ned and approved by the —stateboard—of—education—
DEPARTMENT OF CAREER DEVELOPMENT, but not general colleges or
uni versities as defined in subsection (a). —hereef—

(c) Educational corporations of class (z), as defined in
—satd— section 171, —shaH—enbrace—sueh— | NCLUDE school s, acade-
m es, or coll eges —as—havebeenheretofore— founded under —Aet
135—Pubte—Aets—1899— FORMER 1899 PA 135, AND known —thefreunder—
as "Ursuline academ es"; —these— SCHOOLS, ACADEM ES, OR COLLEGES
founded under —-Aet—121—Pubtie—-Aets—1915— FORMER 1915 PA 121, and
known —thereunder— as "eccl esiastical sem naries"; —those—
SCHOOLS, ACADEM ES, OR COLLECES founded under —Aet—28—Pubtiec
Aets—1961— FORMER 1901 PA 28, and known —thereunder— as
"Evangel i cal Lutheran deaf mute institutions"; —these— SCHOOLS
ACADEM ES, OR COLLEGES founded under —Act—135—PublicActs 1867
FORMER 1867 PA 135, AND known as "industrial and charitable
school s"; —thoese— SCHOOLS, ACADEM ES, OR COLLEGES organi zed under

PublHeAets—3924— FORMER 1921 PA 84, and —sueh— ANY ot her
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school s, colleges, and institutions of |ike character and purpose
—as—+ay—be— formed under any law of this state for educati onal
pur poses. AN EDUCATI ONAL CORPORATI ON | NCLUDED UNDER CLASS (2)
shall have all the rights, powers, privileges, and i Mmunities
enj oyed under its act of incorporation and without regard to the
classification nade in this act, and upon conplying with the pro-
vi sions —hereef— OF THI S ACT shall have —sueh— ANY additional
rights, powers, privileges, and imunities —as—are— conferred
—hereunder— UNDER THI S ACT according to the classifications pre-
scribed in this act. ——Provided{further—TFhat—any— ANY corpora-
ti on —heretofore— forned under —Aet—359—Publiec—-Aets—1913— 1913
PA 359, and known —thereunder— as "kindergarten institutions"”
shal | —hereafter— be cl assified under class (x), —of—seetioens— AS
DEFI NED I N SECTI ON 171 and —&t#2—of—this—act—Providedfurther;
Fhat—any— THI'S SECTI ON. ANY corporation of class (z) —hereafter—
organi zed under this act —may—enjoy— HAS the privil eges provided
under classes (w), (x), and (y), —-ef— AS DEFINED IN section 171
—ef——conti-t+oen—that—+t— | F THAT CORPORATI ON satisfies the require-
ments set up for corporations of —these— THOSE respective

cl asses.
(d) Educational corporations of class (y), as defined in
section 171, —shatt—have—authortty—to— MAY establish and conduct

coll eges or universities of a graduate rank wi th prograns of

studies of 5 years or nore.

Sec. 173. —Safe—artictes—ofinecorporatt+on— The articles

of every educational corporation shall clearly set forth the

educational systemof the institution to be founded and the
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character of the degrees, honors, diploms, or certificates
—whieh— THAT it proposes to grant, —and—samre— WH CH shall be
approved by the —stateboard—of—education— DEPARTMENT OF CAREER
DEVELOPMVENT prior to the filing of the articles of

incorporation. |If a college or university, the articles shal

state the nunber and nane of the faculties to be established. —
and—+f— | F a denom national religious school or college, the nane
of —sueh— THE denom nation and t he body supporting or controlling
the —same— SCHOOL OR COLLEGE. —Such—artictes—shatt—befitedas
provi-ded—+tn—sectton—5-o6f this—aet— Any —sueh— corporation may,
by increasing its capital to a higher class and anending its
articles, assunme the powers and privil eges of —stueh— THAT hi gher
classification. —as—+t—raythereby beentittedtoasdetHinedin
this—act—

Sec. 177. —Same—inspeetion by state boardof eduecation:-
anndval—+report— Every —sueh— educational corporation shall be
visited and i nspected by the —statebeoardoef—education,—i+n—person

ofr—through—visttors—orinspectors—appointedbythem DEPARTMENT
OF CAREER DEVELOPMENT, at | east once every 3 years. —Satd-state

boeard—of—educaton— THE DEPARTMENT OF CAREER DEVELOPMENT shal | at
the time of visitation ascertain and publish informtion upon al
matters pertaining to the condition, nmanagenent, instruction, and
practices of —sueh—~corporations— THAT CORPORATI ON, and shall file
a copy of —therr— I TS report with the M chigan corporation and
securities conm ssion. Upon evidence that the property is at any
time less than is required by law, or that any —stueh— educati onal

corporation is not otherwi se conplying with the provisions of
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this act, —they— THE DEPARTMENT OF CAREER DEVELOPMENT shall serve
notice on —sueh— THAT corporation to renedy the defects within a
reasonable tinme to be fixed in —sueh— THE notice, and in case the
deficiency is not corrected within the tinme fixed, —bythem
they— THE DEPARTMENT OF CAREER DEVELOPMENT may institute proceed-
ings at law for the dissolution of —sweh— THAT corporati on.
—Sueh— THE trustees shall —be—reguired— ANNUALLY REPORT, on or
before the first day of Decenber, —annuatty,—toe——+report— to the
—stateboeard—of—education— DEPARTMENT OF CAREER DEVELOPMENT, a
statement of the nane of each trustee, officer, AND teacher and

t he nunber of students of —steh— THE institution, with a state-
ment of its property, the amobunt of stock subscribed, donated,
and bequeat hed, and the anmount actually paid in, and —steh— ANY
other information —as— THAT will tend to exhibit its condition

and operati ons.
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