K mart applauds shield bill

Corporatlons - but not local resi-
dents — wlll be helped by a state
Senate-passed bill to help shield cor-
porate directors from personal lia-
bility in lawsuits,

“It wlll have an Impact on corpo-
rations and the way they do busi-
ness,” satd Sen, Doug Cruce, R-Troy,
a supporter of the measure. “If
you're talklng about jobs, It will
have no effect on the average citl-
zen.”

Largely In response to pressure
from Troy-based K mart Corp., Fed-
eral-Mogu! Corp. and some smaller
Mlchigan-based businesses, the Sen-
ate approved a bitl that would give

i the option of shiel
members of boards of directors
from personal llabillty.

LAWMAKERS MOVED the issuc
to a high prleritly in response to an
ultimatum from K mart, which
threatencd to move Its legal home
base to Delaware from Troy if the
Milchigan Jaw weren't changed.

“We're happy this passed the Sen-
ate and hope that we can have carly
passage In the House,” K mart vice
president A, Robert Stevenson said.

The directors still could be sued
far actions made illegally or for per-
sonal galn,

Cruce sald the (mmunity law
should be matlonwide. “It's & com-
mon sense thing," he sald,

‘To the average person, siid Cruce,
who has d in legislation af-

fecting commeree, it makes little
difference whether corporate
records are kept in Delaware or
Troy. K mart has stores all over.”

THE VOTE was 33-2.

Oakland County senators favoring
it besides Cruce were Jack Faxon,
D-Farmington Hills, and Rudy Ni-
chols, R-Waterford.

Western Wayne County senators
{avoring it were R, Robert Geake, R-
Northville, and George Hart, D-
Dearborn. Absent was Willilam
Faust, D-Westland, who was sched-
uled to return from a vacatlon this
week.

Voting against the measure were
Democrats Basil Brown of Highland
Park and Lana Pollack of Ann Ar-
bor. Pollack contended dlrectors
should be accountable for thelr ac-
tions.

The changes also are opposed by
the Michlgan Trial Lawyers Assocha-
tion, which said the Legislature
shouldn't set the precedent of ex-
empting people from Jawsults.

The measure ~— Senate Bill 18 —
now goes to the House, A second bill,
covering not-for-profit corporations,
was scheduled for Senate action thls
week.

ALTHOUGH NO finat decision
has been made on whether to keep K
miart’s charter yn Michigan, “things

lovk said, af-

ter the legislatlve action. “I think
that what passed the Senate is rea-
sonable.”

Gov. James Blanchard included
the proposal In bis State of the State
message, and commerce dlrector
Doug Ross has advocated making a
change in order to preserve the psy-
chological advantage that comes
when major corporations have their
Jegal homes in Michlgan.

“What we are faced with here Is a
questlon of whether or not we're
going to send a message to our cor-
porations, either we want you Lo stay
In Michigan or we make you go to
another state,” sald Sen. Norman
Shinkle, R-Lambertvilte. “I hope we
send a correct signal to the business
people of this state.”

K mart and other businesses con-
tend the change ls necessary because
outslders who accept positlons on
corporate boards now put thelr per-
sonal assets on the line with every
deciston, Stockholders who disagree
with a board decision can sue the
board members individually.

IN THE PAST, carperatlons have
bought insurance against potential
suits. But such coverage has become
more costly and less avaitable.

K mart’s premlum for board
members’ [nsurance mushroomed
from $26,000 in 1983 to $809,000 this
year, and the coverage doesn't In-
clude hostile takeovers, Stevenson
said. Federal-Mogul sald Insurance

for Its directors and officers jumped
from $12,000 in 1983 to $439,000.

Last year, clght of the 18 directors
of Detroil-based Armada Corp. re-
signed aiter the company was un-
able to provide Insurance at a rea-
sonable rate — premlums had mush-
roomed from $45,000 to $720,000 in
one year.

THE CHANGES were lhe first
part of a package of bllls almed at

ddressing the lssue,
are In progress on leglslation that
would provide the same shield to dl-
rectors of non-profit corporations,
such as charitable and civic organ-
Lzatlons, sald sponsering Sen. Rich-
ard Posthumus, R-Lowell.

“delncorporatlons may oniy be
paper transactions but they send the
wrong signal that Michlgan Is stlli
hostile toward business,” Posthumus
sald.

“And we losc ground in our at-
tempt to convinee the business world
that Michlgan Is a state that wel-
comes Investment.”

Orlginally, the measure called for
giving automatle protection to divec-
tors. But after talks with the admin-
Istration and House leaders, it was
changed to put the declslon in share-
holders’ hands, said Senate Majority
Leader John Engler, R-Mount Pleas.
ant.

Compited from Associated
Press and staff reports.

You flip a switch and the lights go on.
Start your car and go your way. .
Day inand day out, so Jong as things work like
they should, you never give them a second thought.
[t's the same with banking.
Yo, along with the rest of us, fully expect your
bank to work right. The first time. And every time.
From our point of view, that isn't an unfair
expectation. .
In fact. living up to that is the best explana-
tion of how and why we run First of America Bank

the way we run it. "

So in nearly 200 communities across the
Midwest, our bankers are reminded that, even
though they're part of a major bank company, they
should play a major role in the community.
%‘hey‘re encouraged to make loan decisions
Jocally.Which has made us one of the region’s big-
gest lenders. | .

They're given all the resources of a big bank
company to draw on, so they can offer customers a
more resotirceful bank.
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And, since our bankers are asked to handle
customer matters on a local leve), they're as account-
able to you as they are to their bank.

t's made us not only one of the Midwest's
bigrzest bank companies.
) I's made us one of its most dependable com-
panies. Something that's as good for youas itis for us.

£} FIRSTSFAMRICA.
Weye Community Banks First.
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