Busi nesses; limted liability, conversion of corporations and
[imted partnerships into limted liability conpanies; allow

BUSI NESSES: Limted liability; BUSINESSES: Business
corporations; BUSINESSES: Partnerships

A Dbill to amend 1993 PA 23, entitled
"Mchigan limted liability conmpany act,"”
by amendi ng sections 206, 502, and 707 (MCL 450. 4206, 450. 4502,
and 450.4707), sections 206 and 502 as anended and section 707 as
added by 1997 PA 52, and by addi ng section 708.
THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 206. (1) A donestic or foreign limted liability com
pany nmay transact business under an assuned name or nanes ot her
than its nane as set forth in its articles of organization or
certificate of authority, if not precluded fromuse of the
assuned nane or names under section 204(2), by filing a certifi-
cate stating the true nane of the conpany and the assuned nanme or
nanes under which business is to be transacted.

(2) —Fhe—eert+f+eate—of—assuredrare+s——effective,—untess—

UNLESS term nated by filing a certificate of term nation or by
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t he dissolution or withdrawal of the conpany, A CERTIFI CATE OF
ASSUMED NAME | S EFFECTI VE for a period expiring on Decenber 31 of
the fifth full cal endar year following the year in which the cer-
tificate of assuned name —was— IS filed. The COVPANY NMAY EXTEND
THE certificate of assunmed nane —fmay—be—-extended— for additional
consecutive periods of 5 full calendar years each by filing a
simlar certificate of assuned nane not earlier than 90 days
before the expiration of the initial or any subsequent 5-year
peri od.

(3) The adm nistrator shall notify the conpany of the
i npendi ng expiration of the certificate of assuned nane not | ater
than 90 days before the expiration of the initial or any subse-
guent 5-year peri od.

(4) Filing a certificate of assumed nane under this section
does not create substantive rights to the use of a particul ar
assuned nane.

(5) —Fhe—sarernare—traybe—assured—by—2— TWO or nore limted
l[iability conmpanies or —by— 1 or nore conpanies and 1 or nore
corporations, limted partnerships, or other enterprises partici-
pating together in a partnership or joint venture MAY USE THE
SAME ASSUMED NAME. Each participating limted liability conpany
shall file a certificate of assuned nane under this section.

(6) Alimted liability conpany participating in a nerger,
or any other entity participating in a nmerger under section 705a,
may transfer to the survivor the use of an assuned nane for which
a certificate of assunmed nane is on file with the adm nistrator

prior to the nerger, if the transfer of the assumed nane is noted
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3
in the certificate of merger as provided in section 703(1)(c),
705a(7)(c), or other applicable statute. The use of an assuned
name transferred under this subsection may continue for the
remai ning effective period of the certificate of assumed nane on
file —prior—toe— BEFORE the nmerger and the survivor may term nate
or extend the certificate —natcecordance—w-th— UNDER subsection
(2).

(7) Alimted liability conpany surviving a nerger nay use
as an assuned name the name of a nerging limted liability com
pany, or the nane of any other entity participating in the merger
under section 705a, by filing a certificate of assuned nanme under
subsection (1) or by providing for the use of the assuned nanme in
the certificate of nerger. The surviving limted liability com
pany may also file a certificate of assuned name under subsection
(1) or provide in the certificate of nmerger for the use of an
assuned nane of a nmerging entity not transferred —pturstant—to—
UNDER subsection (6). A provision in the certificate of nerger
pursuant to this subsection is treated as a new certificate of
assuned nane.

(8) A LIMTED PARTNERSHI P CONVERTI NG TO A LIM TED LI ABI LI TY
COVMPANY UNDER SECTI ON 707 OR A CORPORATI ON CONVERTI NG TO A
LI M TED LI ABI LI TY COMPANY UNDER SECTI ON 708 MAY TRANSFER TO THAT
LI M TED LI ABI LI TY COVPANY ANY UNEXPI RED CERTI FI CATE OF ASSUVED
NAME THAT THE LI M TED PARTNERSHI P OR CORPCRATI ON HAD FI LED W TH
THE ADM NI STRATOR BEFORE THE CONVERSI ON BY PROVI DI NG FOR THE
TRANSFER OF THE ASSUMED NAME | N THE CERTI FI CATE OF CONVERSI ON
UNDER SECTI ON 707 OR 708. A CERTI FI CATE OF ASSUMED NAME
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TRANSFERRED UNDER THI S SUBSECTI ON CONTI NUES FOR THE REMAI NDER OF

THE ORI G NAL EFFECTI VE PERI OD OF THE CERTI FI CATE OF ASSUMED

NAME. AFTER CONVERSI ON, THE LI M TED LI ABI LI TY COVPANY NMAY TERM -
NATE OR EXTEND THE CERTI FI CATE UNDER SUBSECTI ON ( 2).

(9) IF A LIMTED PARTNERSHI P CONVERTS TO A LIM TED LI ABILITY
COVMPANY UNDER SECTI ON 707 OR A CORPORATI ON CONVERTS TO A LI M TED
LI ABI LI TY COMPANY UNDER SECTI ON 708, THE LI M TED LI ABI LI TY COM
PANY MAY TRANSACT BUSI NESS | N THE NAME OF THE LI M TED PARTNERSHI P
OR CORPCRATI ON AS AN ASSUMED NAME, OR UNDER ANY ASSUMED NAME OF
THE LI M TED PARTNERSHI P OR CORPORATI ON NOT TRANSFERRED UNDER SUB-
SECTI ON (8), EITHER BY FI LI NG A NEW CERTI FI CATE OF ASSUMED NANME
UNDER SUBSECTI ON (1) OR BY PROVI DI NG FOR THE USE OF THE ASSUVED
NAMVE I N THE CERTI FI CATE OF CONVERSI ON. A PROVI SION I N A CERTIFI -
CATE OF CONVERSI ON FOR USE OF AN ASSUMED NAME DESCRIBED IN TH S
SUBSECTI ON | S TREATED AS A NEW CERTI FI CATE OF ASSUVED NAME

Sec. 502. (1) An operating agreenent may establish and
all ocate the voting rights of nmenbers and may provide that cer-
tain nmenbers or groups of nenbers have only Iinmted or no voting
rights. |f an operating agreenent does not address voting
rights, votes shall be allocated as foll ows:

(a) —Prter—tothe—effeettvedate—ofthe—arendatoryact—that
agdded—stbsect+on—(2)y— BEFORE JULY 1, 1997, the nenbers of a
limted liability conpany shall vote in proportion to their
shares of distributions of the conpany, as determ ned in accord-

ance with section 303.

(b) On and after —the—effectivedate—of—thearendatory—act
that—added—subsect+on—(2— JULY 1, 1997, except as ot herw se
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provi ded in subsection (2), each nenber of a limted liability
conpany shall have 1 vote.

(2) If alimted liability conpany in existence before —the
effective—date—of the—armendatory—act—that—added—this—subsect+on—
JULY 1, 1997 allocated votes on the basis of subsection (1)(a),

t he conpany shall continue to allocate votes —purstant—te— UNDER
subsection (1)(a) until the allocation is changed by an operating
agr eenent .

(3) The followi ng actions nay be authorized only by nenbers

of alimted liability conpany, and not by the nanagers:

(a) The dissolution of the limted liability conpany

—purstant—to— UNDER section 801(c).

(b) Merger of the limted liability conpany —pttstant—to—
UNDER sections 701 —thretgh— TO 706.

(C) CONVERSI ON OF THE LIM TED LI ABILITY COWANY TO A CORPO-
RATI ON UNDER SECTI ON 745 OF THE BUSI NESS CORPORATI ON ACT, 1972 PA
284, MCL 450. 1745.

(D) —e)y— An amendnent to the articles of organization.

(4) Unless authorized in advance by an operating agreenent,
a transaction with the limted liability conpany or a transaction
connected with the conduct or winding up of the limted liability
conmpany in which a nmanager of the limted liability conpany has a
direct or indirect interest or a manager's personal use of prop-
erty of the limted liability conpany nay be authorized or rati-
fied only by a vote of the nmenbers of the limted liability
conpany. The manager shall disclose all material facts regarding

the transaction and the manager's interest in the transaction or
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all material facts about the nmanager's personal use of the
limted liability conpany's property before the nmenbers vote on
that transaction or use.

(5) Unless otherwi se provided in an operating agreenent, the
sal e, exchange, |ease, or other transfer of all or substantially
all of the assets of a limted liability conpany, other than in
the ordinary course of business, may be authorized only by a vote
of the nmenbers of the limted liability conpany.

(6) The articles of organization or an operating agreenent
may provide for additional voting rights of nenbers of the
limted liability conpany.

(7) Unless a greater vote is required by this act, by the
articles of organization, or by an operating agreenent, a vote of
a mpjority of all menbers entitled to vote is required to approve
any matter submtted for a vote by the nenbers. A vote of a
majority of all disinterested nenbers entitled to vote is
required to approve an action described in subsection (4).

Sec. 707. (1) A donestic partnership or donmestic limted
partnership nmay convert to a limted liability conpany in accord-
ance with this section.

(2) The PARTNERS MUST APPROVE THE ternms and conditions of a
conversion under this section —shaH—be—approvetd—by—theparthers—
AND THE | NI TI AL OPERATI NG AGREEMENT OF THE LI M TED LI ABILITY
COMPANY in the manner provided in the partnership agreenent for
anendnments to the partnership agreenent or, if no provision for
anendnents to the partnership agreenent is made in the

partnership agreenent, by all of the partners. |F A CONVERSI ON
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I S APPROVED BY LESS THAN ALL OF THE PARTNERS PURSUANT TO THE
PARTNERSHI P AGREEMENT, THE CONVERSI ON AND THE OPERATI NG AGREEMENT
MAY NOT ADVERSELY AFFECT THE RI GHTS AND OBLI GATI ONS OF A DI SSENT-
| NG PARTNER

(3) If a conversion under this section is approved, the con-
verting partnership or limted partnership shall file both of the
fol | ow ng:

(a) Articles of organization that conply with section 203,
AND WTH SECTION 903 IF THE LI M TED LI ABI LI TY COMPANY W LL RENDER
PROFESSI ONAL SERVI CES.

(b) A certificate of conversion ——stating—the— THAT CON
TAINS ALL OF THE FOLLOW NG

(i) THE name of the partnership or limted partnership and
the date it was formed. —Itnthe—ease—of—atimtedpartnership-

(ii)) A STATEMENT SPECI FYI NG EACH ASSUMED NAME OF THE CON-
VERTI NG PARTNERSHI P TRANSFERRED TO THE LI M TED LI ABI LI TY COMPANY
UNDER SECTI ON 206(8). THE CERTI FI CATE MAY | NCLUDE A STATEMENT OF
THE NAME OR ASSUMED NAMES OF THE CONVERTI NG PARTNERSHI P THAT ARE
TO BE TREATED AS NEWY FI LED ASSUMED NAMES UNDER SECTI ON 206(9) .

(i1ii) THE EFFECTI VE DATE OF THE CONVERSI ON | F LATER THAN THE
DATE THE CERTI FI CATE OF CONVERSI ON IS FI LED.

(4) If a PARTNERSHI P OR limted partnership converts to a
l[imted liability conpany under this section, the —eert+f+ecate—of

IO heo Led  ihe effeetived C oy
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art+etes—of—organtzat+on— PARTNERSH P AGREEMENT TERM NATES ON THE
EFFECTI VE DATE OF THE CONVERSI ON

(5) If a conversion under this section takes effect, the
limted liability conpany is considered the sane entity that
exi sted before the conversion AND THE CONVERSION | S NOT A DI SSO
LUTI ON OF THE PARTNERSHI P. All property and rights of the con-
verting partnership or limted partnership remain vested in the
converted limted liability company. All liabilities of the con-
verting partnership or limted partnership continue as liabili-
ties of the converted limted liability conpany. An action or
proceedi ng pendi ng agai nst the converting partnership or limted
partnership nmay be continued as if the conversion under this sec-
tion had not occurred. The liability, if any, of a general part-
ner of the converting partnership or limted partnership for acts
or om ssions that occurred before —a— THE conversi on —ungder—thts
seett+ofr— is not affected by —a— THE conversi on. —unrtder—this
seet+on—

SEC. 708. (1) A DOVESTIC LIMTED LI ABI LI TY COVWPANY NMAY CON
VERT TO A CORPCRATI ON UNDER SECTI ON 745 OF THE BUSI NESS CORPORA-
TION ACT, 1972 PA 284, MCL 450.1745. A DOVESTI C CORPCORATI ON MAY
CONVERT TO A LIM TED LI ABI LI TY COVWANY UNDER THI S SECTI ON.

(2) A DOVESTI C CORPORATI ON CONVERTI NG TO A LIMTED LI ABILITY
COVPANY SHALL PREPARE A PLAN OF CONVERSI ON THAT CONTAINS ALL OF
THE FOLLOW NG

(A) THE NAME OF THE CORPORATI ON, THE NAME OF THE LI M TED
LI ABI LI TY COMPANY TO VWH CH THE CORPORATI ON | S CONVERTI NG, AND THE
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STREET ADDRESS OF THE LI M TED LI ABI LI TY COVPANY' S PRI NCl PAL PLACE
OF BUSI NESS.

(B) THE DESI GNATI ON AND NUMBER OF THE CORPORATI ON' S OUT-
STANDI NG SHARES OF EACH CLASS AND SERI ES, SPECI FYI NG THE CLASSES
AND SERI ES ENTI TLED TO VOTE, EACH CLASS AND SERI ES ENTI TLED TO
VOTE AS A CLASS, AND, |IF THE NUMBER OF SHARES | S SUBJECT TO
CHANGE BEFCRE THE EFFECTI VE DATE OF THE CONVERSI ON, THE MANNER I N
VH CH THE CHANGE MAY OCCUR.

(©) THE MANNER AND BASI S OF CONVERTI NG THE SHARES OF THE
CORPORATI ON | NTO MEMBERSHI P | NTERESTS OR OBLI GATI ONS OF THE
LIMTED LI ABI LI TY COVPANY, | NTO CASH OR OTHER CONSI DERATI ON, OR
| NTO ANY COMVBI NATI ON OF MEMBERSHI P | NTERESTS, OBLI GATI ONS, CASH,
OR OTHER CONSI DERATI ON AND ANY OTHER TERMS AND CONDI TI ONS OF THE
CONVERSI ON.

(D) A STATEMENT OF WHETHER MANAGERS OR MEMBERS W LL MANAGE
THE LIM TED LI ABI LI TY COVPANY.

(E) ANY OTHER PROVI SI ON THAT THE BOARD OF DI RECTORS OF THE
CORPCORATI ON CONSI DERS NECESSARY OR DESI| RABLE.

(3) FOR A CONVERSI ON TO OCCUR, THE BOARD OF DI RECTORS OF THE
CORPORATI ON MUST ADCPT A PLAN OF CONVERSI ON. | F ADOPTED, THE
BOARD OF DI RECTORS SHALL SUBM T THE PLAN OF CONVERSI ON FOR
APPROVAL AT A MEETI NG OF THE SHAREHOLDERS UNDER THE PROCEDURES
APPLI CABLE TO A MERGER UNDER SECTI ON 703A(2) OF THE BUSI NESS COR-
PORATI ON ACT, 1972 PA 284, MCL 450.1703A, | NCLUDI NG, BUT NOT
LIMTED TO THE PROCEDURES PERTAI NI NG TO DI SSENTERS Rl GHTS UNDER
THAT ACT | F ANY SHAREHOLDERS HAVE THE RI GHT TO DI SSENT UNDER
SECTI ON 762.
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(4) | F THE CONVERSI ON | S APPROVED, THE CORPORATI ON SHALL
FI LE BOTH OF THE FOLLOW NG

(A) ARTI CLES OF ORGANI ZATI ON THAT COVPLY W TH SECTI ON 203,
AND W TH SECTI ON 903 | F THE LI M TED LI ABI LI TY COMPANY W LL RENDER
PROFESSI ONAL SERVI CES.

(B) A CERTI FI CATE OF CONVERSI ON THAT CONTAINS ALL OF THE
FOLLON NG

(i) THE NAME OF THE CORPORATI ON AND THE DATE I T WAS
| NCORPORATED.

(i) A STATEMENT THAT THE PLAN OF CONVERSI ON WAS APPROVED I N
ACCORDANCE W TH SUBSECTI ON ( 3).

(iii) A STATEMENT SPECI FYI NG EACH ASSUMED NAME OF THE CORPO-
RATI ON TRANSFERRED TO THE LI M TED LI ABI LI TY COVPANY UNDER SECTI ON
206(8). THE CERTI FI CATE MAY | NCLUDE A STATEMENT OF THE NAME OR
ASSUMED NAMES OF THE CORPORATI ON THAT ARE TO BE TREATED AS NEWLY
FI LED ASSUMED NAMES OF THE LI M TED LI ABI LI TY COVPANY UNDER SEC-
TI ON 206(9).

(iv) THE EFFECTI VE DATE OF THE CONVERSI ON | F LATER THAN THE
DATE THE CERTI FI CATE OF CONVERSI ON |'S FI LED.

(5) |F A CONVERSI ON UNDER THI' S SECTI ON TAKES EFFECT, THE
LI M TED LI ABI LI TY COVPANY | S CONSI DERED THE SAME ENTI TY THAT
EXI STED BEFORE THE CONVERS|I ON, AND THE CONVERSI ON IS NOT A DI SSO
LUTI ON OF THE CORPORATI ON. ALL PROPERTY AND RI GHTS OF THE CORPO-
RATI ON REMAI N VESTED I N THE LI M TED LI ABI LI TY COWPANY. ALL
LI ABI LI TI ES OF THE CORPORATI ON REMAI N AS LI ABI LI TIES OF THE
LI M TED LI ABI LI TY COVPANY. AN ACTI ON OR PROCEEDI NG PENDI NG
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AGAI NST THE CORPORATI ON MAY BE CONTI NUED AS | F THE CONVERSI ON

UNDER THI S SECTI ON HAD NOT OCCURRED

Enacting section 1. This anmendatory act does not take

effect unless all of the following bills of the 91st

are enacted into | aw

(a) Senate Bill No. __ or House Bill

no. 07014' 02).

(b) Senate Bill No. _ or House Bill

no. 07162' 02).

(c) Senate Bill No. __ or House Bill

no. 07770' 02).
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