






















































STATE OF MICHIGAN 
CIRCUrr COURT FOR THE 30TH JUDICIAL CIRCUIT 

INGKAM COUNTY 

FRANK J. KELLEY, Attorney General 
of the State of Michigan, 

Plaintiff, 

File No. 96-83848-CZ 
Hon. James R. Giddings 

MICHIGAN AFFILIATED HEALTHCARE 
SYSTEM, INC., a Michigan nonprofit corporation, 
and COLUMBIA/HCA HEALTHCARE 
CORPORATION, a Delaware corporation, 

Defendants. 

VERIFIED COMPLAINT FOR INJUNCTIVE RELIEF, 
QUO WARRANTO, 

INSTITUTION OF CY PRES PROCEEDING AND 
EX PARTE PETITION FOR TEMPORARY RESTRAINING ORDER 

AND 
ORDER TO SHOW CAUSE 

NOW COMES FRANK J. KELLEY, Attorney General of the State of Michigan, 

and complains against Michigan Affiliated Healthcare System, Inc. and 

Columbia/HCA Healthcare Corporation as follows: 

Introduction 

1. The Plaintiff, Frank J. Kelley, Attorney General of Michigan, brings this 

action seeking a temporary restraining order, order to show cause, injunctive relief, 

quo warranto, and institution of a cy pres proceeding against Michigan Affiliated 

Healthcare System, Inc. (MAHSI), pursuant to his supervisory authority over 

charitable m t s .  

2. On June 6,1996 MAHSI entered into an agreement whereby a nonprofit, 



charitable purpose Michigan hospital corporadtion will become a Limited partner in a 

for-profit joint venture partnership with Columbia/HCA Healthcare Corporation, 

or one of its subsidiaries or affiliates (Columbia). 

3. MAHSI's agreement, if implemented, will result in a drastic change in the 

use of its charitable assets, is an ultra zlires act exceeding the exclusively "Charitable, 

scientific and educaiionai purpose" of its non-profit corporate cllizrkr, is a matter of 

first impression in Michigan, and mns afoul of the statutes governing charitable 

trusts and charitable assets. 

Parties 

4. The Plaintiff, Frank J. Kelley, is the Attorney General of the State of 

Michigan and is vested with common law and statutory authority to represent the 

People of the State of Michigan and the uncertain or indefinite beneficiaries in d 

charitable trusts. The Attorney General is authorized to bring actions in quo 

wuwanto against the ultra vires acts of nonprofit corporations. 

5. Defendant Michigan Affiliated Healthcare System, Inc. (MAHSI) is a 

Michigan nonprofit charitable purpose corporation which does business as 

Michigan Capital Healthcare, which is the parent over Michigan Capital Medical 

Center, an acute care hospital with two campuses in Lansing, Michigan. 

6. Defendant Columbia/HCA Healthcare Corporation (Columbia) is a for- 

profit health care conglomerate, incorporated in Delaware with principal business 

offices at One Park Plaza, Nashville, Tennessee. Columbia presently operates over 

343 for profit hospitals, 135 outpatient surgery centers, and 200 home health agencies 

in 38 states, Great Britain and Switzerland. 

Jurisdiction 

7. Jurisdiction is proper in this court pursuant to the Supervision of Trustees 

for Charitable Purposes Act, 1961 PA 101, MCL 14-251 et siq; MSA 26.1200(1) et seq; 

the Revised Judicature Act, 1961 PA 236, MCL 600.3601; MSA 27A.3601 and MCL 

600.4521; MSA 27A.4521, the Dissolution of Charitable Purpose Corporations Act, 

1965 PA 169, MCL 450.251 ef seq; MSA 21290(1) ; the charitable gifts act, 1915 PA 280, 



MCL 554.351 et seq ; MSA 26.1191 et seq , the Uniform Management of Institutional 

Funds Act, 1976 PA 157, MCL 451.1201 et seq; MSA 26.1199(1) et seq, and the equitable 

jurisdiction of this court. 

8. Venue is proper in this court as the matters complained of arise in Ingham 

County. 

The Pro~osed Transaction 

9. MAHSI proposes to enter into a joint venture with Columbia to operate its 

acute care hospital facilities. MAHSI's Board of Tmtees voted on June 6,1996 to 

proceed with the joint venture. Columbia will be meeting on June 21,1996 to 

approve the deal. The parties contemplate an effective date in July 1996. The 

proposed joint venture will be a limited partnership in which MAHSI is a limited 

partner and a Columbia affiliate will be the general partner. MAHSI will place most 

of its hospital assets into the joint venture as its contribution to the joint venture. 

Columbia will capitalize its portion of the joint venture with cash equal to 50% of 

the value of the assets MAHSI places in the joint venture. 

10. As the general partner, Columbia will exercise overall management of the 

hospitals and health care delivery systems of Michigan Capital Healthcare as a for- 

profit enterprise. 

11. MAHSI will use the cash it receives from Columbia to a) retire its 

outstanding debt, b) to meet outstanding account payable obligations, c) to fund 

contingent liabilities and d) to supplement the endowment of fhe MCH Foundation, 

a charitable tnzst. 

12. As the limited partner, MASHI is relying on the for-profit methods of 

business operation Columbia will bring to this association in hopes of turning its 

history of operating in debt to a profitable venture. 

13. As a limited partner to the joint venture, MAHSI will have an Advisory 

Board which can exercise reserve powers in certain areas. Advisory Board approval 

will be necessary to a) amend the joint venture's mission statement, b) approve 

agreements between the limited partnership and any of the partners of the limited 

partnership (including any parent, subsidiary or affiliate of a partner), c) approve 

the sale of assets of the limited partnership and/or merger or consolidation of the 



limited partnership with any other business entity, d) approve dividends and other 

distributions to any of the partners of the limited partnership, e) selection of the 

Chief Executive Officer of the joint venture, f) approval of the annual capital 

budgets of the joint venture, and g) amendment of the limited partnership 

agreement. 

14. Tne joint venture w a  be treated as a far-profit a ~ t i ~  Y fer txc nl lmncoc r -r---- 

15. If consummated, the proposed transaction will drastically alter the 

delivery of health care services in mid-Michigan. This deal wiU abrogate a heritage 

of nonprofit, community-based health care grounded in principles of charity and 

benevolence, in exchange for a delivery system driven by shareholder greed and 

motivated by profit and return on investment. 

Count I 

Violation of Su~ervision of Trustees for Charitable Pumoses Act 

16. -1 holds property for a charitable purpose, thus is a charitable trust 

subject to the provisions of the Supervision of Trustees for Charitable Purposes Act, 

supra. 

17. MCL 14254(b); MSA 26+1200(4)(b) makes the Attorney General a necessary 

party to all proceedings "to modify or depart from the objects or purposes of a 

charitable tnzst" or "to construe the provisions of an instrument with respect to a 

charitable trust." In addition, 'izo compromise, settlement agreement, contract or 

judgment agreed to by any or all parties having or claiming to have an interest in 

any charitable trust shall be valid unless the attorney general was made a party to 

such proceedings and joined in the compromise, settlement agreement, contract or 

judgment, or unless the attorney general, in writing, waives his right to participate 

therein" (emphasis added). The Attorney General has not given approval to or 

joined in this contract between MAHSI and Columbia, and has not waived any of 
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