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1 AN ACT concerni ng busi ness transacti ons.

2 Be it enacted by the People of the State of [Illinois,

3 represented in the General Assenbly:

4 Section 5. The Illlinois Securities Law of 1953 is

62

anended by changing Sections 2.1, 8, 11, and 14 as foll ows:

6 (815 ILCS 5/2.1) (fromCh. 121 1/2, par. 137.2-1)

7 Sec. 2.1. Security. "Security" neans any note, stock,
8 treasury stock, bond, debenture, evidence of indebtedness,
9 certificate of i nt erest or partici pation in any
10 profit-sharing agr eenment, col l ateral -trust certificate,
11 preorgani zation certificate or subscription, transferable
12 share, i nvest ment contract, i nvest ment fund share,
13 f ace- anount certificate, voti ng-trust certificate,
14 certificate of deposit, <certificate of deposit for a
15 security, fractional undivided interest in oil, gas or other
16 mneral lease, right or royalty, any put, call, straddle,
17 option, or privilege on any security, certificate of deposit,
18 or group or index of securities (including any interest
19 therein or based on the value thereof), or any put, call,
20 straddl e, option, or privilege entered into, eon--a--nattienal
21 securtties--exehange relating to foreign currency, or, in
22 general, any interest or instrument comonly known as a
23 "security", or any certificate of interest or participation
24 in, tenporary or interim certificate for, receipt for,
25 guarantee of, or warrant or right to subscribe to or
26 purchase, any of the foregoing. "Security" does not nean a
27 mneral investnment contract or a mneral deferred delivery
28 contract; provided, however, the Departnent shall have the
29 authority to regul ate these contracts as hereinafter

30 provi ded.
31 (Source: P.A 87-463.)
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(815 ILCS 5/8) (from Ch. 121 1/2, par. 137.8)
Sec. 8. Regi stration of dealers, limted Canadi an
deal ers, sal espersons, investnent advisers, and investnent

advi ser representatives.

A.  Except as otherwi se provided in this subsection A,
every deal er, [imted Canadi an deal er, sal esperson
i nvestnment adviser, and investnent adviser representative
shall be registered as such with the Secretary of State. No
dealer or salesperson need be registered as such when
offering or selling securities in transactions belteved-in
good-fatth-te-be exenpted by subsection A, B, C DL  E, G H,
I, J, KK M O P, Q R or Sof Section 4 of this Act,
provi ded that such dealer or salesperson is not regularly
engaged in the business of offering or selling securities in
reliance upon the exenption set forth in subsection G or M of
Section 4 of this Act. No dealer, issuer or controlling
person shall enploy a sal esperson unless such sal esperson is
regi stered as such with the Secretary of State or is enployed
for the purpose of offering or selling securities solely in
transactions belteved--in--good--faith--to--be exenpted by
subsection A B, C D E G H I, J, K L, M O P, Q Ror
S of Section 4 of this Act; provided that such salesperson
need not be registered when effecting transactions in this
State limted to those transactions described in Section
15(h)(2) of the Federal 1934 Act or engaging in the offer or
sale of securities in respect of which he or she has
beneficial ownership and is a controlling person. The
Secretary of State may, by rule, regulation or order and
subject to such terns, conditions, and as fees as may be
prescribed in such rule, regulation or order, exenpt fromthe
registration requirenments of this Section 8 any investnent
adviser, if the Secretary of State shall find that such
registration is not necessary in the public interest by

reason of the small nunber of clients or otherwise limted
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character of operation of such investnent adviser.

B. An application for registration as a dealer or
limted Canadi an deal er, executed, verified, or authenticated
by or on behalf of the applicant, shall be filed with the
Secretary of State, in such formas the Secretary of State
may by rule, regulation or order prescribe, setting forth or
acconpani ed by:

(1) The name and address of the applicant, the
| ocation of its principal business office and all branch
offices, if any, and the date of its organization;

(2) A statenent of any other Federal or state
licenses or registrations which have been granted the
appl i cant and whether any such licenses or registrations
have ever been refused, cancell ed, suspended, revoked or
wi t hdr awn;

(3) The assets and all liabilities, i ncl udi ng
contingent liabilities of the applicant, as of a date not
nore than 60 days prior to the filing of the application;

(4) (a) A  brief description of any civil or
crimnal proceeding of which fraud is an essential
el emrent pendi ng against the applicant and whether the
applicant has ever been convicted of a felony, or of any
m sdeneanor of which fraud is an essential el enent;

(b) Alist setting forth the name, residence and
busi ness address and a 10 year occupational statenment of
each principal of the applicant and a st at ement
describing briefly any civil or crimnal proceedings of
which fraud is an essential elenent pending against any
such principal and the facts concerning any conviction of
any such principal of a felony, or of any m sdeneanor of
which fraud is an essential elenent;

(5 If the applicant is a corporation: a list of
its officers and directors setting forth the residence

and business address of each; a 10-year occupational
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statenent of each such officer or director; and a
st at enment describing briefly any civil or crimnal
proceedings of which fraud is an essential elenent
pendi ng agai nst each such officer or director and the
facts concerning any conviction of any officer or
director of a felony, or of any msdenmeanor of which
fraud is an essential elenent;

(6) If the applicant is a sole proprietorship, a
partnership, limted liability conpany, an unincorporated
association or any simlar form of business organization:
the nanme, residence and business addr ess of t he
proprietor or of each partner, nmenber, officer, director,
trustee or nmanager; the Ilimtations, if any, of the
liability of each such individual; a 10-year occupati onal
statenment of each such individual; a statenment describing
briefly any civil or crimnal proceedings of which fraud
IS an essential elenent pending against each such
i ndi vi dual and the facts concerning any conviction of any
such individual of a felony, or of any msdeneanor of
which fraud is an essential elenent;

(7) Such additional information as the Secretary of
State may by rule or regulation prescribe as necessary to
det erm ne t he applicant's financial responsibility,
busi ness repute and qualification to act as a deal er.

(8 (a) No applicant shall be regi stered or
re-registered as a dealer or I|imted Canadi an deal er
under this Section unless and until each principal of the
deal er has passed an exam nation conducted by t he
Secretary of State or a self-regulatory organization of
securities dealers or simlar person, which exam nation
has been designated by the Secretary of State by rule,
regul ation or order to be satisfactory for purposes of
determ ni ng whet her t he appl i cant has sufficient

knowl edge of the securities business and laws relating


SOLIMAR DFAULT BILLS NONE


SB575 Engr ossed - 5- LRB9206482ARgc

© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

thereto to act as a registered dealer. Any deal er who was
regi stered on Septenber 30, 1963, and has continued to be
so registered; and any principal of any registered
deal er, who  was acting in such capacity on and
continuously since Septenber 30, 1963; and any i ndi vi dual
who has previously passed a securities deal er exam nation
adm ni stered by the Secretary of State or any exam nation
designated by the Secretary of State to be satisfactory
for purposes of determning whether the applicant has
sufficient know edge of the securities business and |aws
relating thereto to act as a registered dealer by rule,
regul ation or order, shall not be required to pass an
exam nation in order to continue to act in such capacity.
The Secretary of State nmay by order waive the exam nation
requi r enent for any principal of an applicant for
regi stration under this subsection B who has had such
experience or education relating to the securities
busi ness as may be determ ned by the Secretary of State
to be the equivalent of such exam nation. Any request
for such a waiver shall be filed wwth the Secretary of
State in such form as may be prescribed by rule or
regul ation.

(b) Unless an applicant is a nenber of the body
corporate known as the Securities Investor Protection
Cor poration established pursuant to the Act of Congress
of the United States known as the Securities |nvestor
Protection Act of 1970, as anended, a nenber of an
associ ation of deal ers regi stered as a national
securities association pursuant to Section 15A of the
Federal 1934 Act, or a nmnmenber of a self-regulatory
organi zation or stock exchange in Canada which the
Secretary of State has designated by rule or order, an
applicant shall not be registered or re-registered unless

and wuntil there is filed wth the Secretary of State
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evi dence that such applicant has in effect insurance or
other equivalent protection for each client's cash or
securities held by such applicant, and an undertaking
t hat such applicant wll <continually maintain such
insurance or other protection during the period of
registration or re-registration. Such insurance or other
protection shall be in a form and anount reasonably
prescri bed by the Secretary of State by rule or
regul ati on.

(9 The application for the registration of a
dealer or Iimted Canadi an dealer shall be acconpanied
by a filing fee and a fee for each branch office in this
State, in each case in the anmpbunt established pursuant to
Section 1la of this Act, which fees shall not be
returnable in any event.

(10) The Secretary of State shall notify the deal er
or limted Canadian dealer by witten notice (which may
be by electronic or facsimle transmssion) of the
ef fectiveness of the registration as a dealer in this
St at e.

(11) Any change which renders no |onger accurate
any information contained in any application for
registration or re-registration of a dealer or limted
Canadi an deal er shall be reported to the Secretary of
State wthin 10 business days after the occurrence of
such change; but in respect to assets and Iliabilities

only materially adverse changes need be reported.

C. Any registered dealer, Ilimted Canadian dealer,
issuer, or <controlling person desiring to regi ster a
sal esperson shall file an application with the Secretary of
State, in such formas the Secretary of State may by rule or
regul ation prescribe, which the salesperson is required by
this Section to provide to the dealer, issuer, or controlling

person, executed, verified, or aut henti cat ed by t he
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sal esperson setting forth or acconpani ed by:

(1) the name, residence and business address of the
sal esperson

(2) whet her any federal or State license or
registration as dealer, Ilimted Canadian dealer, or
sal esperson has ever been refused the sal esperson or
cancel l ed, suspended, revoked, eofr wthdrawn, barred,

limted, or otherwise adversely affected in a simlar

manner or whet her the sal esperson has ever been censured

or expell ed;

(3) the nature of enploynent with, and nanes and
addresses of, enployers of the salesperson for the 10
years i mredi ately preceding the date of application;

(4) a brief description of any civil or crimnal
proceedings of which fraud is an essential elenent
pendi ng against the sal esperson, and whet her t he
sal esperson has ever been convicted of a felony, or of
any m sdeneanor of which fraud is an essential el enent;

(5) such additional information as the Secretary of
State may by rule, regulation or order prescribe as
necessary to determ ne the sal esperson's business repute
and qualification to act as a sal esperson; and

(6) no i ndi vi dual shal | be regi stered or
re-registered as a sal esperson under this Section unless
and until such individual has passed an exam nation
conducted by the Secretary of State or a self-regulatory
organi zation of securities dealers or simlar person,
whi ch exam nati on has been designated by the Secretary of
State by rule, regulation or order to be satisfactory for
pur poses of determning whether the applicant has
sufficient know edge of the securities business and |aws
relating thereto to act as a regi stered sal esperson.

Any sal esperson who was registered prior to

Septenber 30, 1963, and has continued to be SO
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regi stered, and any i ndividual who has passed a
securities sal esperson exam nation admnistered by the
Secretary of State or an exam nation designated by the
Secretary of State by rule, regulation or order to be
satisfactory for purposes of determning whether the
applicant has sufficient know edge of the securities
business and laws relating thereto to act as a registered
sal esperson, shall not be required to pass an exam nation
in order to continue to act as a salesperson. The
Secretary of State may by order waive the exam nation
requi renent for any applicant for registration under this
subsection C who has had such experience or education
relating to the securities business as may be determ ned
by the Secretary of State to be the equival ent of such
exam nation. Any request for such a waiver shall be
filed wth the Secretary of State in such formas nmay be
prescribed by rule, regulation or order.

(7) The application for regi stration of a
sal esperson shall be acconpanied by a filing fee and a
Securities Audit and Enforcenent Fund fee, each in the
anount established pursuant to Section 1la of this Act,
whi ch shall not be returnable in any event.

(8) Any change which renders no | onger accurate any
information contained in any application for registration
or re-registration as a sal esperson shall be reported to
the Secretary of State within 10 business days after the
occurrence of such <change. |If the activities are
term nated which rendered an individual a sal esperson for
the dealer, issuer or controlling person, the dealer
i ssuer or controlling person, as the case nmay be, shal
notify the Secretary of State, in witing, within 30 days
of the salesperson's cessation of activities, using the
appropriate termnation notice form

(9) A registered salesperson may transfer his or
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her registration wunder this Section 8 for the unexpired
term thereof from one registered dealer or I|imted
Canadi an deal er to another by the giving of notice of the
transfer by the new registered dealer or limted Canadian
dealer to the Secretary of State in such form and subject
to such conditions as the Secretary of State shall by
rule or regulation prescribe. The new registered deal er
or limted Canadian dealer shall pronmptly file an
application for registration of such salesperson as
provided in this subsection C, acconpanied by the filing

fee prescribed by paragraph (7) of this subsection C

C-5. Except with respect to federal covered investnent
advisers whose only clients are investnent conpanies as
defined in the Federal 1940 Act, other investnent advisers,
federal covered investnent advisers, or any simlar person
whi ch the Secretary of State may prescribe by rule or order,
a federal <covered investnent adviser shall file with the
Secretary of State, prior to acting as a federal covered
i nvestnment adviser in this State, such docunents as have been
filed wth the Securities and Exchange Comm ssion as the
Secretary of State by rule or order nmy prescribe. The
notification of a federal covered investnent adviser shall be
acconpani ed by a notification filing fee established pursuant
to Section 1lla of this Act, which shall not be returnable in
any event. Every person acting as a federal covered
investnment adviser in this State shall file a notification
filing and pay an annual notification filing fee established
pursuant to Section 1la of this Act, which is not returnable
in any event. The failure to file any such notification
shal |l constitute a violation of subsection D of Section 12 of
this Act, subject to the penalties enunerated in Section 14
of this Act. Until Cctober 10, 1999 or other date as nay be
legally perm ssible, a federal covered investnent adviser who

fails to file the notification or refuses to pay the fees as
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required by this subsection shall register as an investnent
adviser with the Secretary of State under Section 8 of this
Act. The civil renedies provided for in subsection A of
Section 13 of this Act and the civil renmedies of rescission
and appoi nt nent of receiver, conservator, ancillary receiver,
or ancillary conservator provided for in subsection F of
Section 13 of this Act shall not be available against any
person by reason of the failure to file any such notification
or to pay the notification fee or on account of the contents

of any such notification.

D. An application for registration as an investnent
advi ser, executed, verified, or authenticated by or on behalf
of the applicant, shall be filed wwth the Secretary of State,
in such form as the Secretary of State my by rule or
regul ation prescribe, setting forth or acconpani ed by:

(1) The nane and form of organi zation under which
the investnent adviser engages or intends to engage in
business; the state or country and date of its
organi zation; the location of the adviser's principal
busi ness office and branch offices, if any; the names and
addresses of the adviser's principal, partners, officers,
directors, and persons performng simlar functions or,
if the investnent adviser is an individual, of the
i ndi vidual ; and the nunber of the adviser's enployees who
performinvest nent advisory functions;

(2) The education, the business affiliations for
the past 10 years, and the present business affiliations
of the investnent adviser and of the adviser's principal,
partners, officers, directors, and persons performng
simlar functions and of any person controlling the
i nvest nent advi ser;

(3) The nature of the business of the investnent
adviser, including the nmnner of giving advice and

rendering anal yses or reports;
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(4) The nature and scope of the authority of the
i nvestment adviser with respect to clients' funds and
accounts;

(5 The basis or bases upon which the investnent
advi ser i s conpensat ed;

(6) \Whet her t he i nvest nent advi ser or any
principal, partner, officer, director, person performng
simlar functions or person controlling the investnent
adviser (i) wthin 10 vyears of the filing of the
application has been convicted of a felony, or of any
m sdeneanor of which fraud is an essential elenent, or
(1i) is permanently or tenporarily enjoined by order or
j udgnment from acting as an i nvest ment advi ser,
underwiter, dealer, principal or salesperson, or from
engaging in or continuing any conduct or practice in
connection wth any such activity or in connection wth
the purchase or sale of any security, and in each case
the facts relating to the conviction, order or judgnent;

(7) (a) A statenent as to whether the investnent
adviser is engaged or is to engage primarily in the
busi ness of rendering investnent supervisory services;
and

(b) A statenent that the investnent adviser wll
furnish his, her, or its clients with such information as
the Secretary of State deens necessary in the form
prescri bed by the Secretary of State by rule or
regul ati on;

(8) Such additional information as the Secretary of
State may, by rule, regulation or order prescribe as
necessary to det erm ne t he applicant's financial
responsibility, business repute and qualification to act
as an investnent adviser.

(9 No appl i cant shal | be regi stered or

re-registered as an i nvestnent adviser under this Section


SOLIMAR DFAULT BILLS NONE


SB575 Engr ossed -12- LRB9206482ARgc

© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

unl ess and until each principal of the applicant who is
actively engaged in the conduct and nanagenent of the
applicant's advisory business in this State has passed an
exam nation or conpleted an educational program conducted
by the Secretary of State or an associ ation of investnment
advisers or simlar person, whi ch exam nati on or
educati onal program has been designated by the Secretary
of State by rule, regulation or order to be satisfactory
for purposes of determning whether the applicant has
sufficient know edge of the securities business and |aws
relating thereto to conduct the business of a registered
i nvest nent advi ser.

Any person who was a registered investnent adviser
prior to Septenber 30, 1963, and has continued to be so
regi stered, and any individual who has passed an
i nvest nment advi ser exam nation admnistered by the
Secretary of State, or passed an exam nation or conpleted
an educational programdesignated by the Secretary of
State by rule, regulation or order to be satisfactory for
pur poses of determ ning whether the applicant has
sufficient know edge of the securities business and |aws
relating thereto to conduct the business of a registered
i nvest ment adviser, shall not be required to pass an
exam nation or conplete an educational programin order
to continue to act as an investnent adviser. The
Secretary of State may by order waive the exam nation or
educational program requirenment for any applicant for
regi stration under this subsection Dif the principal of
the applicant who is actively engaged in the conduct and
managenent of the applicant's advisory business in this
State has had such experience or education relating to
the securities business as nay be determned by the
Secretary of State to be the equivalent of the

exam nation or educational program Any request for a
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wai ver shall be filed with the Secretary of State in such
formas nmay be prescribed by rule or regul ation.

(10) No appl i cant shal | be regi stered or
re-regi stered as an i nvestnent adviser under this Section
8 unl ess t he application for regi stration or
re-registration is acconpanied by an application for
registration or re-registration for each person acting as
an investnment adviser representative on behalf of the
adviser and a Securities Audit and Enforcenent Fund fee
that shall not be returnable in any event is paid wth
respect to each investnent adviser representative.

(11) The application for registration of an
i nvest ment advi ser shall be acconpanied by a filing fee
and a fee for each branch office in this State, in each
case in the anount established pursuant to Section 1la of
this Act, which fees shall not be returnable in any
event.

(12) The Secretary of State shall notify the
i nvest ment adviser by witten notice (which may be by
el ectronic or facsimle transm ssi on) of t he
effectiveness of the registration as an i nvest ment
adviser in this State.

(13) Any change which renders no |onger accurate
any information contained in any application for
registration or re-registration of an investnent adviser

shall be reported to the Secretary of State wthin 10

busi ness days after the occurrence of the change. |In
respect to assets and liabilities of an investnent
adviser that retains custody of clients' cash or

securities or accepts pre-paynent of fees in excess of
$500 per client and 6 or nmore nonths in advance only
materially adverse changes need be reported by witten
notice (which my be by el ectronic or facsimle

transm ssion) no later than the close of business on the
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second business day follow ng the discovery thereof.

(14) Each application for registration as an
i nvestment adviser shall becone effective automatically
on the 45th day following the filing of the application,
required docunents or information, and paynment of the
required fee unless (i) the Secretary of State has
registered the investnent adviser prior to that date or
(i) an action with respect to the applicant is pending

under Section 11 of this Act.

D-5. A registered investnent adviser or federal covered
i nvestment advi ser desiring to register an investnent
advi ser representative shall file an application wth the
Secretary of State, in the formas the Secretary of State may
by rule or order prescribe, which the investnent adviser
representative is required by this Section to provide to the
i nvestment adviser, executed, verified, or authenticated by
the investnent adviser representative and setting forth or
acconpani ed by:

(1) The nane, residence, and business address of
the investnent adviser representative;

(2) A statement whether any federal or state
license or registration as a dealer, salesperson,
i nvest nent advi ser, or investnent adviser representative
has ever been refused, cancel ed, suspended, revoked or
wi t hdr awn;

(3) The nature of enploynent with, and nanmes and
addresses of, enpl oyers of the investnent adviser
representative for the 10 years immedi ately preceding the
date of application;

(4) A brief description of any civil or crimnal
proceedi ngs, of which fraud is an essential elenent,
pendi ng agai nst the investnent adviser representative and
whet her the investnent adviser representative has ever

been convicted of a felony or of any m sdeneanor of which
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fraud is an essential elenent;

(5) Such additional information as the Secretary of
State may by rule or order prescribe as necessary to
det erm ne t he i nvest ment advi ser representative's
busi ness repute or qualification to act as an investnment
advi ser representative;

(6) Docunentation that the individual has passed an
exam nation conducted by the Secretary of State, an
organi zation of investnent advisers, or simlar person,
whi ch exam nati on has been designated by the Secretary of
State by rule or order to be satisfactory for purposes of
determ ning whether the appl i cant has sufficient
know edge of the investnent advisory or securities
business and laws relating to that business to act as a
regi stered i nvestnent adviser representative; and

(7) A Securities Audit and Enforcenent Fund fee
establ i shed under Section 1la of this Act, which shal
not be returnable in any event.

The Secretary of State nmay by order waive the exam nation
requirenent for an applicant for registration under this
subsection D5 who has had the experience or education
relating to the investnment advisory or securities business as
may be determned by the Secretary of State to be the
equi val ent of the exam nation. A request for a waiver shal
be filed with the Secretary of State in the formas may be
prescribed by rule or order.

A change that renders no |onger accurate any information
cont ai ned in any application for registration or
re-registration as an investnent adviser representative nust
be reported to the Secretary of State within 10 busi ness days
after the occurrence of the change. |If the activities that
rendered an individual an investnent adviser representative
for the investnent adviser are term nated, the investnent

advi ser shall notify the Secretary of State in witing (which
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may be by electronic or facsimle transmssion), wthin 30
days of the investnent adviser representative's termnation,
using the appropriate termnation notice form as t he
Secretary of State may prescribe by rule or order.

A registered i nvestment adviser representative nmay
transfer his or her registration under this Section 8 for the
unexpired term of the registration from one registered
i nvest ment advi ser to another by the giving of notice of the
transfer by the new investnent adviser to the Secretary of
State in the form and subject to the conditions as the
Secretary of State shall prescribe. The new regi stered
i nvest ment advi ser shall pronptly file an application for
registration of the investnent adviser representative as
provided in this subsection, acconpanied by the Securities
Audit and Enforcenent Fund fee prescribed by paragraph (7) of

this subsection D 5.

E. (1) Subject to the provisions of subsection F of
Section 11 of this Act, the registration of a dealer, limted
Canadi an deal er, sal esper son, i nvest nment advi ser, or
i nvest ment advi ser representative may be deni ed, suspended or
revoked if the Secretary of State finds that the dealer,
limted Canadi an deal er, sal esperson, investnent adviser, or
i nvestnment adviser representative or any principal officer,
director, partner, nenber, trustee, manager or any person who
performs a simlar function of the dealer, I|imted Canadian
deal er, or investnent adviser:

(a) has been convicted of any felony during the 10
year period preceding the date of filing of any
application for registration or at any tine thereafter,
or of any m sdeneanor of which fraud is an essential
el enent ;

(b) has engaged in any unethical practice in the
of fer or sale of securities or in any fraudul ent business

practi ce;
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(c) has failed to account for any noney or
property, or has failed to deliver any security, to any
person entitled thereto when due or within a reasonable
time thereafter;

(d) in the case of a dealer, I|imted Canadi an
deal er, or investnent adviser, is insolvent;

(e) inthe case of a dealer, limted Canadian
deal er, sal esperson, or registered principal of a dealer
or limted Canadi an dealer (i) has failed reasonably to
supervi se the securities activities of any of its
sal espersons and the failure has permtted or facilitated
a violation of Section 12 of this Act or (ii) is offering
or selling or has offered or sold securities in this
State through a salesperson other than a registered
sal esperson, or, in the case of a sal esperson, is selling
or has sold securities in this State for a dealer
limted Canadian dealer, issuer or controlling person
wi th know edge that the dealer, Iimted Canadi an dealer,
issuer or controlling person has not conplied with the
provisions of this Act or (iii) has failed reasonably to
supervi se the inplenmentation of conpliance neasures
follow ng notice by t he Secretary of State of
nonconpliance wth the Act or wth the regulations

pronmul gated thereunder or both or (iv) has failed to

mai ntain and enforce witten procedures to supervise the

types of business in which it engages and to supervi se

the activities of its salespersons that are reasonably

desi gned to achi eve conpliance with applicable securities

| aws and requl ati ons;

(f) in the <case of an investnent adviser, has
failed reasonably to supervise the advisory activities of
any of its investnent advi ser representatives or
enpl oyees and the failure has permtted or facilitated a

violation of Section 12 of this Act;
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(g) has violated any of the provisions of this Act;
(h) has nmade any material m srepresentation to the
Secretary of State in connection with any information

deened necessary by the Secretary of State to determ ne a

dealer's, limted Canadian dealer's, or i nvest ment
adviser's financial responsibility or a dealer's, limted
Canadi an dealer's, investnent adviser's, sal esperson's,

or investnment adviser representative's business repute or
qualifications, or has refused to furnish any such
informati on requested by the Secretary of State;

(1) bhas had a license or registration under any
Federal or State law regulating the offer or sale of
securities or comobdity futures contracts, ref used,

cancel | ed, suspended, ofr w thdrawn, revoked, or otherw se

adversely affected in a sinmlar manner;

(Jj) bhas been-suspended- or - expelled-from or-refused
had menbership in or association with er-lintted--in--any
capaetty--by any self-regulatory organi zation registered
under the Federal 1934 Act or the Federal 1974 Act

suspended, revoked, refused, expelled, cancelled, barred,

limted in any capacity, or otherw se adversely affected

ina simlar manner arising from any fraudulent or

deceptive act or a practice in violation of any rule,
regul ation or standard dul y pr onul gat ed by t he
sel f-regul atory organi zati on;

(k) has had any order entered against it after
notice and opportunity for hearing by a securities agency
of any state, any foreign governnent or agency thereof,
the Securities and Exchange Comm ssion, or the Federal
Commodi ties Futures Trading Commi ssion arising from any
fraudul ent or deceptive act or a practice in violation of
any statute, rul e or regul ation admnistered or
promul gated by the agency or conmm ssion;

(I') in the case of a dealer or Iimted Canadian
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dealer, fails to maintain a mninumnet capital in an
anount which the Secretary of State may by rule or
regul ation require;

(m has conducted a continuing course of dealing of
such nature as to denonstrate an inability to properly
conduct the business of the dealer, I|imted Canadian
deal er, sal esperson, investnent adviser, or investnent
advi ser representative;

(n) has had, after notice and opportunity for
hearing, any injunction or order entered against it or
license or registration refused, cancelled, suspended,

revoked, withdrawn, er limted, or otherw se adversely

affected in a simlar rmanner by any state or federal

body, agency or comm ssion regul ati ng banki ng, insurance,
finance or small | oan conpanies, real estate or nortgage
brokers or conmpanies, if the action resulted fromany act
f ound by the body, agency or commssion to be a
fraudul ent or deceptive act or practice in violation of
any statute, rule or regul ation adm nistered or
promul gated by the body, agency or comm ssion;

(o) has failed to file a return, or to pay the tax,
penalty or interest shown in a filed return, or to pay
any final assessnent of tax, penalty or interest, as
required by any tax Act admnistered by the Illinois
Depart nent of Revenue, unti | such tine as the
requi renents of that tax Act are satisfied;

(p) in the case of a natural person who is a

dealer, Ilimted Canadi an deal er, sal esperson, investnent
adviser, or investnent adviser representative, has
defaulted on an educational |oan guaranteed by the

I1linois Student Assistance Comm ssion, until the natural
person has established a satisfactory repaynent record as
determined by the Illinois Student Assistance Conm ssion;

(q) has failed to maintain the books and records
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required under this Act or rul es or regul ati ons
promul gated under this Act within a reasonable tine after
recei ving notice of any deficiency;

(r) bhas refused to allow or otherw se inpeded
designees of the Secretary of State from conducting an
audi t, exam nation, inspection, or investigation provided
for under Section 8 or 11 of this Act;

(s) has failed to maintain any m ninumnet capital
or bond requirenent set forth in this Act or any rule or
regul ati on pronul gated under this Act;

(t) has refused the Secretary of State or his or
her designee access to any office or location within an
office to conduct an investigation, audit, examnation,
or inspection;

(u) has advised or caused a public pension fund or
retirement system established under the Illinois Pension
Code to nmake an investnent or engage in a transaction not
aut hori zed by that Code;-

(v) if a corporation, limted liability conpany, or

limted liability partnership has been suspended,

cancel ed, revoked, or has failed to reqgister as a foreign

corporation, limted liability conpany, or limted

liability partnership with the Secretary of State;

(w) is pernmanently or tenporarily enjoined by any

court of conpetent jurisdiction, including any state,

federal, or foreign governnment, from engaging in or

continuing any conduct or practice involving any aspect

of the securities or commpdities business or in any other

busi ness where the conduct or practice enjoined involved

i nvestnents, franchises, insurance, banking, or finance;

(2) If the Secretary of State finds that any registrant

or applicant for registration is no longer in existence or

ceased to do business as a dealer, limted Canadi an

deal er, sal esperson, investnent adviser, or i nvest nment
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advi ser representative, or is subject to an adjudication as a
person wunder legal disability or to the control of a
guardian, or cannot be |located after reasonable search, or
has failed after witten notice to pay to the Secretary of
State any additional fee prescribed by this Section or
specified by rule or regulation, or if a natural person, has
defaulted on an educational |oan guaranteed by the Illinois
Student Assi stance Conmm ssion, the Secretary of State may by
order cancel the registration or application.

(3) Wthdrawal of an application for registration or
w thdrawal fromregistration as a dealer, Ilimted Canadian
deal er, sal esper son, i nvestment adviser, or investnent
advi ser representative beconmes effective 30 days after
receipt of an application to withdraw or within such shorter
period of time as the Secretary of State nmay determ ne,
unl ess any proceeding is pending under Section 11 of this Act
when the applicationis filed or a proceeding is instituted
within 30 days after the application is filed. If a
proceeding is pending or instituted, wthdrawal becones
effective at such tinme and wupon such conditions as the
Secretary of State by order determnes. |If no proceeding is
pending or instituted and wthdrawal automatically becones
effective, the Secretary of State may nevertheless institute
a revocation or suspension proceeding wwthin 2 years after
wi t hdr awal becane effective and enter a revocation or
suspension order as of the |last date on which registration

was effective

F. The Secretary of State shall nmake avail able upon
request the date that each dealer, investnent adviser,
sal esperson, or investnment adviser representative was granted
regi stration, together with the nanme and address of the
dealer, Ilimted Canadian dealer, or issuer on whose behalf
the salesperson is registered, and all orders of t he

Secretary of State denying or abandoning an application, or
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suspending or revoking registration, or censuring t he
per sons. The Secretary of State nmay designate by rule,
regul ation or order the statenents, information or reports
submtted to or filed wth him or her pursuant to this
Section 8 which the Secretary of State determines are of a
sensitive nature and therefore should be exenpt from public
di scl osure. Any such statenment, information or report shal

be deened confidential and shall not be disclosed to the
public except upon the <consent of the person filing or
submtting the statenent, information or report or by order

of court or in court proceedi ngs.

G The registration or re-registration of a dealer or
limted Canadian dealer and of all sal espersons registered
upon application of the dealer or I|imted Canadian dealer
shall expire on the next succeedi ng anniversary date of the
registration or re-registration of the dealer; and the
registration or re-registration of an investnent adviser and
of all investnent adviser representatives registered upon
application of the investnent adviser shall expire on the
next succeeding anniversary date of the registration of the
i nvest ment advi ser; provided, that the Secretary of State may
by rule or regulation prescribe an alternate date which any
dealer registered under the Federal 1934 Act or a nenber of
any self-reqgul atory associ ati on approved pursuant thereto, a
menber of a self-regulatory organization or stock exchange in
Canada, or any investnent adviser may elect as the expiration
date of its dealer or Iimted Canadi an deal er and sal esperson
registrations, or the expiration date of its investnent
advi ser registration, as the case may be. A registration of
a salesperson registered upon application of an issuer or
controlling person shall expire on the next succeeding
anni versary date of the registration, or upon termnation or
expiration of the registration of the securities, if any,

designated in the application for his or her registration or
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the alternative date as the Secretary may prescribe by rule
or regulation. Subject to paragraph (9) of subsection C of
this Section 8, a salesperson's registration also shal

termnate upon cessation of his or her enploynent, or
termnation of his or her appointnment or authorization, in
each case by the person who applied for the sal esperson's
registration, provided that the Secretary of State may by
rule or regulation prescribe an alternate date for the

expiration of the registration.

H  Applications for re-registration of dealers, Ilimted
Canadi an deal ers, sal espersons, investnent advisers, and
i nvestnment adviser representatives shall be filed with the
Secretary of State prior to the expiration of the then
current registration and shall contain such infornmation as
may be required by the Secretary of State wupon initial

application wth such om ssion therefromor addition thereto

as the Secretary of State may authorize or prescribe. Each
application for re-registration of a dealer, limted Canadi an
dealer, or investnent adviser shall be acconpanied by a

filing fee, each application for re-registration as a
sal esperson shall be acconpanied by a filing fee and a
Securities Audit and Enforcenent Fund fee est abl i shed
pursuant to Section 1lla of this Act, and each application for
re-registration as an investnent adviser representative shal

be acconpanied by a Securities Audit and Enforcenent Fund fee
establi shed under Section 1la of this Act, which shall not be
returnable in any event. Not wi t hst andi ng the foregoing,
applications for re-registration of dealers, limted Canadi an
deal ers, and investnent advisers may be filed wwthin 30 days
followng the expiration of the registration provided that
the applicant pays the annual registration fee together wth
an additional anmount equal to the annual registration fee and
files any other information or docunents that the Secretary

of State may prescribe by rule or regulation or order. Any
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application filed within 30 days follow ng the expiration of
the registration shall be automatically effective as of the
time of the earlier expiration provided that the proper fee
has been paid to the Secretary of State.

Each registered dealer, Ilimted Canadian dealer, or
i nvest ment advi ser shall continue to be registered if the
registrant changes his, her, or its formof organization
provided that the dealer or investnent adviser files an
amendnent to his, her, or its application not |later than 30
days followi ng the occurrence of the change and pays the
Secretary of State a fee in the anount established under

Section 11la of this Act.

. (1) Every registered dealer, limted Canadi an deal er,
and i nvestnent adviser shall nake and keep for such periods,
such accounts, correspondence, nenoranda, papers, books and
records as the Secretary of State may by rule or regulation
prescri be. All records so required shall be preserved for 3
years unless the Secretary of State by rule, regulation or
order prescribes otherw se for particular types of records.

(2) Every registered dealer, I|imted Canadi an deal er,
and i nvestnent adviser shall file such financial reports as
the Secretary of State may by rule or regul ation prescribe.

(3) Al the books and records referred to in paragraph
(1) of this subsection | are subject at any tinme or fromtine
to tine to such reasonabl e periodic, special or other audits,
exam nations, or inspections by representatives of t he
Secretary of State, wthin or wthout this State, as the
Secretary of State deens necessary or appropriate in the
public interest or for the protection of investors.

(4) At the tine of an audit, exam nation, or inspection,
the Secretary of State, by his or her designees, nay conduct
an interview of any person enployed or appointed by or
affiliated wth a registered dealer, limted Canadi an deal er,

or investnent advisor, provided that the dealer, limted
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Canadi an dealer, or investnent advisor shall be gi ven
reasonable notice of the tinme and place for the interview
At the option of the dealer, Ilimted Canadian dealer, or
i nvest ment advisor, a representative of the dealer or
i nvest ment advi sor with supervisory responsibility over the

i ndi vi dual being interviewed may be present at the interview

J. The Secretary of State may require by rule or
regul ation the paynent of an additional fee for the filing of
informati on or docunents required to be filed by this Section
whi ch have not been filed in a tinely manner. The Secretary
of State may also require by rule or regulation the paynent
of an exam nation fee for adm nistering any exam nati on which
it may conduct pursuant to subsection B, C, D, or D5 of this

Section 8.

K. The Secretary of State nmay declare any application
for registration or limted registration under this Section 8
abandoned by order if the applicant fails to pay any fee or
file any information or docunment required under this Section
8 or by rule or regulation for nore than 30 days after the
required paynment or filing date. The applicant may petition
the Secretary of State for a hearing within 15 days after the
applicant's receipt of the order of abandonnent, provided
that the petition sets forth the grounds upon which the

appl i cant seeks a heari ng.

L. Any docunent being filed pursuant to this Section 8
shall be deened filed, and any fee being paid pursuant to
this Section 8 shall be deened paid, upon the date of actual
receipt thereof by the Secretary of State or his or her

desi gnee.

M The Secretary of State shall provide to the Illinois
Student Assistance Conm ssion annually or at mutually agreed

periodic intervals the nanes and social security nunbers of
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nat ural persons regi stered under subsections B, C, D, and D-5
of this Section. The Illinois Student Assistance Conm Ssion
shall determne if any student |oan defaulter is registered
as a dealer, |limted Canadian dealer, salesperson, or
i nvestment advi ser under this Act and report its
determnation to the Secretary of State or his or her
desi gnee.

(Source: P.A 90-70, eff. 7-8-97; 90-507, -eff. 8-22-97;
90- 655, eff. 7-30-98; 91-809, eff. 1-1-01.)

(815 ILCS 5/11) (fromCh. 121 1/2, par. 137.11)

Sec. 11. Duties and powers of the Secretary of State.

A. (1) The admnistration of this Act is vested in the
Secretary of State, who may fromtine to time make, anend and
rescind such rules and regulations as may be necessary to
carry out this Act, including rules and regul ati ons governi ng
procedures of registration, statenents, applications and
reports for various classes of securities, persons and
matters wthin his or her jurisdiction and defining any
terms, whether or not wused in this Act, insofar as the
definitions are not inconsistent with this Act. The rules
and regul ati ons adopted by the Secretary of State under this
Act shall be effective in the manner provided for in the
II'linois Adm nistrative Procedure Act.

(2) Anong other things, the Secretary of State shal
have authority, for the purposes of this Act, to prescribe
the formor forns in which required information shall be set
forth, accounting practices, the itens or details to be shown
in balance sheets and earning statenents, and the nethods to
be followed in the preparation of accounts, in the appraisal
or valuation of assets and liabilities, in the determ nation
of depreciation and depletion, in the differentiation of
recurring and non-recurring incone, in the differentiation of

investnment and operating incone, and in the preparation of
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consol i dat ed bal ance sheets or inconme accounts of any person,
directly or indirectly, <controlling or <controlled by the
i ssuer, or any person under direct or indirect conmon control
with the issuer

(3) No provision of this Act inposing any liability
shall apply to any act done or omtted in good faith in
conformty wth any rule or regulation of the Secretary of
State under this Act, notwithstanding that the rule or
regulation my, after the act or omssion, be anended or
resci nded or be determned by judicial or other authority to
be invalid for any reason.

(4) The Securities Departnent of the Ofice of the
Secretary of State shall be deenmed a crimnal justice agency
for purposes of all federal and state | aws and regul ati ons
and, in that capacity, shall be entitled to access to any
informati on available to crimnal justice agencies.

(5 The Secretary of State, by rule, may conditionally
or unconditionally exenpt any person, security, or
transaction, or any class or classes of persons, securities,
or transactions fromany provision of Section 5, 6, 7, 8, 8a,
or 9 of this Act or of any rule pronmulgated under these
Sections, to the extent that such exenption is necessary or
appropriate in the public interest, and is consistent wth
the protection of investors.

B. The Secretary of State may, anything in this Act to
the contrary notwi thstanding, require financial statenments
and reports of the issuer, deal er, sal esperson, or investnent
adviser as often as circunstances may warrant. In addition,
the Secretary of State may secure information or books and
records from or through others and may nmake or cause to be
made i nvestigations respecting the business, affairs, and
property of the issuer of securities, any person involved in
the sale or offer for sale, purchase or offer to purchase of

any mneral investnment contract, mneral deferred delivery
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contract, or security and of dealers, salespersons, and
i nvestment advisers that are registered or are the subject of
an application for registration under this Act. The costs of
an investigation shall be borne by the registrant or the
applicant, provided that the registrant or applicant shal
not be obligated to pay the costs without his, her or its
consent in advance.

C. \Wienever it shall appear to the Secretary of State,
either upon conplaint or otherwse, that this Act, or any
rule or regulation prescribed under authority thereof, has
been or is about to be violated, he or she may, in his or her
di scretion, do one or both of the foll ow ng:

(1) require or permt the person to file with the
Secretary of State a statenent in witing under oath, or
ot herw se, as to all the facts and circunstances
concerning the subject matter which the Secretary of
State bel i eves to be in the public interest to
i nvestigate, audit, exam ne, or inspect; and

(2) conduct an investigation, audit, examnation,
or I nspection as necessary or advisable for the
protection of the interests of the public.

D. (1) For the purpose of all investigations, audits,
exam nations, or inspections which in the opinion of the
Secretary of State are necessary and proper for t he
enforcenent of this Act, the Secretary of State or a person
desi gnated by himor her is enpowered to adm nister oaths and
affirmations, subpoena w tnesses, take evidence, and require,

by subpoena or other | awful neans provided by this Act or the

rul es adopted by the Secretary of State, the production of

any books and records, papers, or other docunents which the
Secretary of State or a person designated by himor her deens
rel evant or material to the inquiry.

(2) The Secretary of State or a person designated by him

or her is further enpowered to admnister oat hs and
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affirmations, subpoena w tnesses, take evidence, and require
t he production of any books and records, papers, or other
docunents in this State at the request of a securities agency
of another state, if the activities constituting the all eged
violation for which the information is sought would be in
violation of Section 12 of this Act if the activities had
occurred in this State.

(3) The Circuit Court of any County of this State, upon
application of the Secretary of State or a person designated
by himor her may order the attendance of wtnesses, the
producti on of books and records, papers, accounts and
docunents and the giving of testinony before the Secretary of
State or a person designated by himor her; and any failure
to obey the order nmay be punished by the Crcuit Court as a
contenpt thereof.

(4) The fees of subpoenaed wi tnesses under this Act for
attendance and travel shall be the sane as fees of w tnesses
before the Crcuit Courts of this State, to be paid when the
witness is excused from further attendance, provided, the
W tness i s subpoenaed at the instance of the Secretary of
State; and paynent of the fees shall be made and audited in
t he sane manner as ot her expenses of the Secretary of State.

(5) \Whenever a subpoena is issued at the request of a
conplainant or respondent as the case nmay be, the Secretary
of State may require that the cost of service and the fee of
the witness shall be borne by the party at whose instance the
W tness i s sunmmoned.

(6) The Secretary of State shall have power at his or
her discretion, to require a deposit to cover the cost of the
service and witness fees and the paynent of the |egal w tness
fee and mleage to the witness served with subpoena.

(7) A subpoena issued under this Act shall be served in
t he same manner as a subpoena issued out of a circuit court.

(8) The Secretary of State may in any investigation,
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audits, exam nations, or inspections cause the taking of
depositions of persons residing wwthin or without this State
in the manner provided in civil actions wunder the I|aws of
this State.

E. Anything in this Act to the contrary notw t hstandi ng:

(1) If the Secretary of State shall find that the
offer or sale or proposed offer or sale or nethod of
offer or sale of any securities by any person, whether
exenpt or not, in this State, 1is fraudulent, or would
work or tend to work a fraud or deceit, or is being
offered or sold in violation of Section 12, or there has
been a failure or refusal to submt any notification
filing or fee required under this Act, the Secretary of
State may by witten order prohibit or suspend the offer
or sale of securities by that person or deny or revoke
the registration of the securities or the exenption from
registration for the securities.

(2) If the Secretary of State shall find that any
person has viol ated subsection C, D, E, F, G H, I, J, or
K of Section 12 of this Act, the Secretary of State may
by witten order tenporarily or permanently prohibit or
suspend t he per son from offering or selling any
securities, any mneral investnent contract, or any
m neral deferred delivery contract in this St at e,
provided that any person who is the subject of an order
of permanent prohibition may petition the Secretary of
State for a hearing to present evidence of rehabilitation
or change in circunstances justifying the anmendnent or
term nation of the order of permanent prohibition.

(3) If the Secretary of State shall find that any
person is engaging or has engaged in the business of
selling or offering for sale securities as a dealer or
sal esperson or 1is acting or has acted as an investnent

advi ser, investnent adviser representative, or federal
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covered investnent adviser, without prior thereto and at
the tinme thereof having conplied with the registration or
notice filing requirenments of this Act, the Secretary of
State may by witten order prohibit or suspend the person
from engaging in the business of selling or offering for
sale securities, or acting as an investnent adviser,
i nvestment adviser representative, or federal covered
i nvestnment adviser, in this State.

(4) In addition to any other sanction or renedy
contained in this subsection E, the Secretary of State,
after finding that any provision of this Act has been
vi ol at ed, may inpose a fine as provided by rule,
regulation or order not to exceed $10,000 for each
violation of this Act, and nmay issue an order of public

censure against the violator, and nay charge as costs of

i nvestigation al | reasonabl e expenses, i ncl udi ng

attorney's fees and w tness fees.

F. (1) The Secretary of State shall not deny, suspend or
revoke the registration of securities, suspend or revoke the
regi stration of a dealer, sal esperson or investnent adviser,
prohibit or suspend the offer or sale of any securities,
prohi bit or suspend any person fromoffering or selling any
securities in this State, prohibit or suspend a dealer or
sal esperson fromengaging in the business of selling or
offering for sale securities, prohibit or suspend a person
fromacting as an investnent adviser or federal covered
i nvestnment adviser, inpose any fine for violation of this
Act, issue an order of public censure, or enter into an
agreed settlenent except after an opportunity for hearing

upon not |l ess than 10 days notice given by personal service

or registered mil or certified mail, return receipt
requested, to the person or persons concerned. Such notice
shall state the date and tinme and place of the hearing and

shall contain a brief statenent of the proposed action of the
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Secretary of State and the grounds for the proposed action.
A failure to appear at the hearing or otherw se respond to
the allegations set forth in the notice of hearing shal
constitute an admssion of any facts alleged therein and
shal |l constitute sufficient basis to enter an order.

(2) Anything herein cont ai ned to t he contrary
notwi thstanding, the Secretary of State may tenporarily
prohibit or suspend, for a maxi mum period of 90 days, by an
order effective imrediately, t he of fer or sal e or
registration of securities, the registration of a dealer,
sal esperson, investnent adviser, or i nvest nent advi ser
representative, or the offer or sale of securities by any
person, or the business of rendering investnment advice,
w thout the notice and prior hearing in this subsection
prescribed, if the Secretary of State shall in his or her
opinion, based on credible evidence, deemit necessary to
prevent an immnent violation of this Act or to prevent
|l osses to investors which the Secretary of State reasonably
believes will occur as a result of a prior violation of this
Act. Imrediately after taking action w thout such notice and
hearing, the Secretary of State shall deliver a copy of the
tenporary order to the respondent naned therein by persona
service or registered mail or certified mail, return receipt
requested. The tenporary order shall set forth the grounds
for the action and shall advise that the respondent may
request a hearing as-seeon-as-reasonably-practiecable, that the
request for a hearing will not stop the effectiveness of the
tenporary order and that respondent's failure to request a
hearing wthin 30 days after the date of the entry of the
tenporary order shall constitute an adm ssion of any facts
al l eged therein and shall constitute sufficient basis to nmake
the tenporary order final. Any provision of this paragraph
(2) to the contrary notw thstanding, the Secretary of State

may not pursuant to the provisions of this paragraph (2)
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suspend the registration of a dealer, I|imted Canadian
deal er, sal esper son, i nvestment adviser, or investnent
advi ser representative based upon sub-paragraph (n) of
paragraph (I) of subsection E of Section 8 of this Act or
revoke the registration of securities or revoke t he
registration of any deal er, sal esperson, investnent adviser
representative, or investnent adviser.

(3) The Secretary of State may issue a tenporary order
suspendi ng or delaying the effectiveness of any registration
of securities under subsection A or B of Section 5, 6 or 7 of
this Act subsequent to and upon the basis of the issuance of
any stop, suspension or simlar order by the Securities and
Exchange Commi ssion with respect to the securities which are
the subject of the registration under subsection A or B of
Section 5, 6 or 7 of this Act, and the order shall Dbecone
effective as of the date and tinme of effectiveness of the
Securities and Exchange Conm ssion order and shall be vacated
automatically at such tinme as the order of the Securities and
Exchange Conmm ssion is no longer in effect.

(4) Wien the Secretary of State finds t hat an
application for registration as a dealer, salesperson or
i nvest ment advi ser should be denied, the Secretary of State
may enter an order denying the registration. |Inmmediately
after taking such action, the Secretary of State shal
deliver a copy of the order to the respondent naned therein
by personal service or registered mail or certified mil),
return receipt requested. The order shall state the grounds
for the action and that the matter will be set for hearing
upon witten request filed with the Secretary of State within
30 days after the receipt of the request by the respondent.
The respondent's failure to request a hearing wthin 30 days
after receipt of the order shall constitute an adm ssion of
any facts alleged therein and shall make the order final. |If

a hearing is held, the Secretary of State shall affirm
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vacate, or nodify the order

(5 The findings and decision of the Secretary of State
upon the conclusion of each final hearing held pursuant to
this subsection shall be set forth in a witten order signed
on behalf of the Secretary of State by his or her designee
and shall be filed as a public record. Al hearings shall be
held before a person designated by the Secretary of State,
and appropriate records thereof shall be kept.

(6) Notwthstanding the foregoing, the Secretary of
State, after notice and opportunity for hearing, may at his
or her di scretion ent er into an agreed settlenent,
stipulation or consent order with a respondent in accordance
with the provisions of the Illinois Adm nistrative Procedure
Act. The provisions of the agreed settlenment, stipulation or
consent order shall have the full force and effect of an
order issued by the Secretary of State.

(7) Anything in this Act to t he contrary
not wi t hst andi ng, whenever the Secretary of State finds that a
person is currently expelled from refused nenbership in or
association wth, or Ilimted in any material capacity by a
self-regulatory organi zation registered under the Federal
1934 Act or the Federal 1974 Act because of a fraudul ent or
deceptive act or a practice in violation of a rul e,
regul ati on, or standard dul y pr onul gat ed by t he
self-regulatory organi zation, the Secretary of State may, at
his or her discretion, enter a Summary Order of Prohibition,

whi ch shall prohibit the offer or sale of any securities,

mneral investnment contract, or mneral deferred delivery
contract by the person in this State. The order shall take
effect i1mediately upon its entry. Immediately after taking

the action the Secretary of State shall deliver a copy of the
order to the nanmed Respondent by personal service or
registered mail or certified mail, return recei pt requested.

A person who is the subject of an Order of Prohibition my
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petition the Secretary of State for a hearing to present
evidence of rehabilitation or change in ci rcunst ances
justifying the anendnent or termnation of the Oder of
Pr ohi bi ti on.

G No admnistrative action shall be brought by the
Secretary of State for relief under this Act or upon or
because of any of the matters for which relief is granted by
this Act after the earlier to occur of (i) 3 years fromthe
date upon which the Secretary of State had notice of facts
which in the exercise of reasonable diligence would lead to
actual know edge of the alleged violation of the Act, or (ii)
5 years from the date on which the alleged violation
occurred.

H. The action of the Secretary of State in denying,
suspendi ng, or revoking the registration of a dealer, limted
Canadi an deal er, sal esper son, i nvest nment advi ser, or
i nvest ment advi ser representative, in prohibiting any person
from engaging in the business of offering or selling
securities as a dealer, limted Canadi an deal er, or
sal esperson, in prohibiting or suspending the offer or sale
of securities by any person, in prohibiting a person from
acting as an investnent adviser, federal covered investnent
advi ser, or investnment adviser representative, in denying,
suspending, or revoking the registration of securities, in
prohi biting or suspending the offer or sale or proposed offer
or sale of securities, in inposing any fine for violation of
this Act, or in issuing any order shall be subject to
judicial reviewin the Crcuit Courts ©€ourt of Cook or

Sanganon any Count i es county in this St at e. The
Adm ni strative Review Law shall apply to and govern every
action for the judicial review of final actions or decisions
of the Secretary of State under this Act.

. Notw thstanding any other provisions of this Act to

the contrary, whenever it shall appear to the Secretary of
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State that any person is engaged or about to engage in any
acts or practices which constitute or wll constitute a
violation of this Act or of any rule or regulation prescribed
under authority of this Act, the Secretary of State my at
his or her discretion, through the Attorney General:

(1) file a conplaint and apply for a tenporary
restraining order wthout notice, and wupon a proper
showi ng the court may enter a tenporary restraining order
wi t hout bond, to enforce this Act; and

(2) file a conplaint and apply for a prelimnary or
per manent injunction, and, after notice and a hearing and
upon a proper showi ng, the court may grant a prelimnary
or permanent injunction and nay order the defendant to
make an offer of rescission with respect to any sal es or
purchases of securities, mneral investnment contracts, or
m neral deferred delivery contracts determned by the
court to be unlawful under this Act.

The court shall further have jurisdiction and authority,
in addition to the penalties and other renmedies in this Act
provided, to enter an order for the appointnment of the court
or a person as a receiver, conservator, ancillary receiver or
ancillary conservator for the defendant or the defendant's
assets located in this State, or to require restitution,
damages or disgorgenent of profits on behalf of the person or
persons injured by the act or practice constituting the
subject matter of the action, and nay assess costs agai nst
the defendant for the use of the State; provided, however,
that the <civil renedies of rescission and appoi ntnent of a
receiver, conservator, ancillary receiver or ancillary
conservator shall not be available against any person by
reason of the failure to file with the Secretary of State, or
on account of the contents of, any report of sale provided
for in subsection G or P of Section 4, paragraph (2) of

subsection D of Sections 5 and 6, or paragraph (2) of
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subsection F of Section 7 of this Act. Appeals may be taken
as in other civil cases.

J. In no case shall the Secretary of State, or any of
his or her enployees or agents, in the admnistration of this
Act, incur any official or personal liability by instituting
an injunction or other proceeding or by denying, suspending
or revoking the registration of a dealer or sal esperson, or
by denying, suspending or revoking the registration of
securities or prohibiting the offer or sale of securities, or
by suspending or prohibiting any person from acting as a
dealer, Ilimted Canadian dealer, salesperson, investnent
advi ser, or investnment adviser representative or from
offering or selling securities.

K. No provision of this Act shall be construed to
require or to authorize the Secretary of State to require any
investnment adviser or federal covered investnent adviser
engaged in rendering investnent supervisory services to
di sclose the identity, investnents, or affairs of any «client
of the investnent adviser or federal covered investnent
advi ser, except insofar as the disclosure may be necessary or
appropriate in a particular proceeding or investigation
having as its object the enforcenent of this Act.

L. \Wenever, after an examnation, investigation or
hearing, the Secretary of State deens it of public interest
or advantage, he or she may certify a record to the State's
Attorney of the county in which the act conplained of,
exam ned or investigated occurred. The State's Attorney of
that county within 90 days after receipt of the record shal
file a witten statenent at the Ofice of the Secretary of
State, which statenent shall set forth the action taken wupon
the record, or if no action has been taken upon the record
that fact, together wth the reasons therefor, shall be
st at ed.

M  The Secretary of State may initiate, take, pursue, or
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prosecute any action authorized or permtted under Section 6d
of the Federal 1974 Act.

N. (1) Notwithstanding any provision of this Act to the
contrary, to encour age uni form interpretation,
admnistration, and enforcenent of the provisions of this
Act, the Secretary of State may cooperate with the securities
agencies or admnistrators of one or nore states, Canadian
provinces or territories, or another country, the Securities
and Exchange Comm ssion, the Comobdity Futures Tr adi ng
Comm ssion, the Securities Investor Protection Corporation,
any self-regulatory organi zation, and any governnental |[|aw
enforcenment or regul atory agency.

(2) The cooperation authorized by paragraph (1) of this
subsection includes, but is not limted to, the foll ow ng:

(a) establishing or participating in a central
depository or depositories for registration under this

Act and for docunents or records required under this Act;

(b) making a joint audit, inspection, exam nation,
or investigation;

(c) holding a joint adm nistrative hearing;

(d) filing and prosecuting a joint civil or
crim nal proceeding;

(e) sharing and exchangi ng personnel;

(f) sharing and exchangi ng i nformation and
docunents; or

(g) issuing any joint statenent or policy.

(Source: P.A 90-70, eff. 7-8-97; 91-809, eff. 1-1-01.)

(815 ILCS 5/14) (from Ch. 121 1/2, par. 137.14)
Sec. 14. Sentence.
A. Any person who violates any of the provisions of

subsection A, B, C, or Dof Section 12 or paragraph (3) of

subsection K of Section 12 of this Act shall be guilty of a

Class 4 felony. A-ntsdeneaner:-provided-that-if-suech-person
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connt t s-suech- of f ense- wk t h- knoewt edge- of - t he- exi st enee; - reant ng
of - appltcatt on- of -t he- respect i ve- subsectt on- - as- - provi ded- -t n
Sectton--4-3(e)-of -the- Gt nm nal - Code- of - 19641; - or; -+ A-t he- ease
of-a-fatlure-to-conply-with-the-terns-of--any--order--of--the
Secret ary- - of - St at e- as- pr ovi ded- under - subseet t on- b- of - Seet t on
12-of -t his- Act; - wi t h- - knowt edge- - of - - t he- - exi st enee- - of - - sueh
or def ; - sueh- person-shall - be-gui tty- of - a- C ass- 4- f el ony-

B. Any person who violates any of the provisions of
subsection E, F, G H I, or J, or paragraph (1) or (2) of
subsection K of Section 12 of this Act shall be guilty of a
Class 3 felony.

B-5. A person who violates a provision of subsection E
F, G H |, or J or paragraph (1) or (2) of subsection K of
Section 12 of this Act by use of a plan, program or canpaign
that is conducted using one or nore telephones for the
purpose of inducing the purchase or sale of securities is
guilty of a Cass 2 fel ony.

B-10. A person who in the course of violating a
provi sion of subsection E, F, G H, I, or J or paragraph (1)
or (2) of subsection K of Section 12 of this Act induces a
person 60 years of age or older to purchase or sel
securities is guilty of a Cass 2 fel ony.

C. No prosecution for violation of any provision of this
Act shall bar or be barred by any prosecution for the
vi ol ation of any other provision of this Act or of any other
statute; but all prosecutions under this Act or based upon
any provision of this Act nust be commenced wthin 3 years
after the violation wupon which such prosecution is based;
provi ded however, that if the accused has intentionally
conceal ed evidence of a violation of subsection E, F, G H
I, J, or K of Section 12 of this Act, the period of
[imtation prescribed herein shall be extended up to an
additional 2 years after the proper prosecuting officer

becones aware of the offense but in no such event shall the
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period of limtation so extended be nore than 2 years beyond
the expiration of the period otherw se applicable.

D. For the purposes of this Act all persons who shal
sell or offer for sale, or who shall purchase or offer to
purchase, securities in violation of the provisions of this
Act, or who shall in any manner know ngly authorize, aid or
assist in any unlawful sale or offering for sale or unlaw ul
purchase or offer to purchase shall be deened equally guilty,
and may be tried and punished in the county in which said
unlawful sale or offering for sale or unlawful purchase or
offer to purchase was nmade, or in the county in which the
securities so sold or offered for sale or so purchased or
offered to be purchased were delivered or proposed to be
delivered to the purchaser thereof or by the seller thereof,
as the case may be.

E. Any person who shall be convicted of a second or any
subsequent offense specified in subsection A B, C, D, or
paragraph (3) of subsection K of Section 12 of this Act shal
be guilty of a Class 3 felony, and any person who shall be
convicted of a second or any subsequent offense specified in
subsection E, F, G H I, J, or paragraph (1) or (2) of
subsection K of Section 12 of this Act shall be guilty of a
Class 2 felony.

F. If any person referred to in this Section is not a
natural person, it may upon conviction of a first offense be
fined up to $25,000, and if convicted of a second and
subsequent offense, may be fined up to $50,000, in addition
to any other sentence authorized by |aw

G This Act shall not be construed to repeal or affect
any law now in force relating to the organization of
corporations in this State or the adm ssion of any foreign
corporation to do business in this State.

H.  For the purposes of this Act, all persons who sell or

offer for sale, or who purchase or offer to purchase any
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mneral investnment contract or mneral deferred delivery
contract in violation of the provisions of this Act or who,
in any manner, knowi ngly authorize, aid, or assist in any
unl awful sale or offer for sale or unlawful purchase or offer
to purchase any mneral investnent contract or mneral
deferred delivery contract shall be deened equally guilty and
may be tried and punished in the county in which the unl awf ul
sale or offer for sale or unlawful purchase or offer to
purchase any mneral investnent contract or mneral deferred
delivery contract was nmade or in the county in which the
mneral investnment contract or mneral deferred delivery
contract so sold or offered for sale or so purchased or
offered to be purchased was delivered or proposed to be
delivered to the purchaser thereof or by the seller thereof,
as the case may be, or in Sanganon County.

(Source: P.A 90-667, eff. 7-30-98.)

Section 10. The Illinois Loan Brokers Act of 1995 is
anended by changi ng Sections 15-5.15, 15-5.20, 15-20, 15-25,
15-45, 15-50, 15-85 and by addi ng Section 15-95 as foll ows:

(815 ILCS 175/ 15-5. 15)
Sec. 15-5.15. Loan broker.
(a) "Loan Broker" neans any person who, in return for a

fee, conmmission, or other conpensation from any person,

prom ses to procure a loan for any person or assist any
person in procuring a loan from any third party, or who
promses to consider whether or not to make a |oan to any
person.
(b) Loan broker does not include any of the follow ng:
(1) Any bank, savings bank, trust conpany, savings
and | oan association, credit union or any other financial
institution regulated by any agency of the United States

or authorized to do business in this State.
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(2) Any person authorized to sell and service |oans
for the federal National Mortgage Association or the
federal Hone Loan Mortgage Corporation, issue securities
backed by the Governnent National Mortgage Association
make loans insured by the federal Departnent of Housing
and Urban Devel opment, nmake |oans guaranteed by the
f eder al Vet er ans Adm ni strati on, or act as a
correspondent of |oans insured by the federal Departnment
of Housing and U ban Devel opnent or guaranteed by the
federal Veterans Adm nistration.

(3) Any insurance producer or conpany authorized to
do business in this State.

(4) Any person arranging financing for the sale of
the person's product.

(5) Any person authorized to conduct business under
the Residential Mortgage License Act of 1987.

(6) Any person authorized to do business in this
State and regulated by the Departnent of Financial
Institutions or the Ofice of Banks and Real Estate.

(Source: P.A 89-209, eff. 1-1-96; 89-508, eff. 7-3-96.)

(815 I LCS 175/ 15-5. 20)

Sec. 15-5.20. Person. "Person" neans an individual, a
corporation, trust, limted l[iability conpany, partnership, a
| oi nt st ock conpany, limted liability part nership,

i ncorporated or unincorporated association, or any other
entity.
(Source: P.A 89-209, eff. 1-1-96.)

(815 ILCS 175/ 15-20)

Sec. 15-20. Renewal of registration.

(a) A loan broker may not continue engaging in the
busi ness of |oan brokering unless the broker's registration

is renewed annually. A loan broker shall renew the
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registration by filing with the Secretary of State, at |east
30 days before the expiration of the registration, an
application containing any information the Secretary of State
may require by rule or regulation or order to indicate any
mat eri al change from the information contained in the
applicant's original application or any previous application.

(b) An application for renewal nust be acconpanied by a
filing fee in the anobunt specified in subsection (a) of
Section 15-25 of this Act. The application and fee is not
returnable in any event.

(c) Notw thstandi ng the foregoing, applications for

renewal of registration of |oan brokers nay be filed wthin

30 days following the expiration of the reqgistration

provided that the applicant pays the annual reqgistration fee

together with an additional anpbunt equal to the annual

regi stration f ee and files any other infornation or

docunents that the Secretary of State nnay prescri be by

rul e or order. Any application filed within 30 days

followwng the expiration of the regi stration shall be

autonatically effective as of the tine of the earlier

expiration provided that the proper fee has been paid to the

Secretary of State.

(Source: P.A 89-209, eff. 1-1-96.)

(815 ILCS 175/ 15-25)

Sec. 15-25. Fees and funds; accounting and deposit in
Securities Audit and Enforcement Fund.

(a) the Secretary of State shall by rule or regulation
i npose and shal | col | ect fees necessary for t he
adm nistration of this Act including, but not I|imted to,
fees for the foll ow ng purposes:

(1) filing an application pursuant to Section 15-15
of this Act;

(2) examning an application pursuant to Section
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15-15 or Section 15-20 of this Act;

(3) registering a | oan broker pursuant to Section
15-15 of this Act;

(4) renewing registration of a |oan broker pursuant
to Section 15-20 of this Act; er

(5) failure to file or file tinely any docunent or
information required under this Act;-

(6) acceptance of service of process pursuant to

Section 15-95;

(7) issuance of certification pursuant to Section

15-50; or

(8) Jlate registration fee pursuant to Secti on

15-20(c) .

(b) The Secretary of State may, by rule or regulation,
raise or lower any fee inposed by this Act, and which he or
she is authorized by law to collect under this Act.

(c) Al fees and funds accruing for the adm nistration
of this Act shall be accounted for by the Secretary of State
and shall be deposited wth the State Treasurer who shal
deposit themin the Securities Audit and Enforcenent Fund.

(Source: P.A 89-209, eff. 1-1-96.)

(815 | LCS 175/ 15- 45)
Sec. 15-45. Powers of Secretary of State; privilege
against self-incrimnation; admssibility into evidence.
(a) The Secretary of State may do the foll ow ng:
(1) Adopt rules and regulations to inplenent this
Act .
(2) Make investigations and exam nati ons:

(A) in connection wth any application for
registration of any |oan broker or any registration
al ready granted; or

(B) whenever it appears to the Secretary of

State, upon the basis of a conplaint or information,
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t hat reasonabl e grounds exist for the belief that an

i nvestigation or exam nati on IS necessary or

advi sable for the nore conplete protection of the

interests of the public.

(3) Charge as costs of investigation or exam nation
all reasonable expenses, including a per diemprorated
upon the salary of any enployee and actual traveling and
hotel expenses. Al l reasonabl e expenses are to be paid
by the party or parties under i nvestigation or
exam nati on

(4) Issue notices and orders, including cease and
desi st notices and orders, after making an investigation
or examnation wunder item (2) of subsection (a) of this
Section. The Secretary of State may al so bring an action
to prohibit a person from violating this Act. The
Secretary of State shall notify the person that an order
or notice has been issued, the reasons for it and that a
hearing wll be set in accordance with the provisions of
the Illinois Admnistrative Procedure Act after the
Secretary of State receives a witten request from the
person requesting a hearing.

(5 Sign al | orders, official «certifications,
docunents or papers issued under this Act or delegate the
authority to sign any of those items to his or her
desi gnee.

(6) Hold and conduct heari ngs.

(7) Hear evidence.

(8 Conduct inquiries with or wthout hearings.
Inquiries shall include oral and witten requests for
information. A failure to respond to a witten request
for informati on may be deened a violation of this Act
and the Secretary of State may issue notices and orders,
i ncludi ng cease and desist notices and orders, against

the viol ators.
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(9) Receive reports of investigators or other
officers or enployees of the State of |Illinois or any
muni ci pal corporation or governnmental subdivision within

the State.

(12) (Blank).  Conpel--the--produettion--of--books;
F ecor ds- and- ot her - docupent s-

(13) O der depositions to be taken of any wtness
residing within or wthout the State. The depositions
shall be taken in the manner prescribed by law for
depositions in civil actions and made returnable to the

Secretary of State.

(14) For the purpose of all investigations, audits,

exani nati ons, or inspections that, in the opinion of the

Secretary of State are necessary and proper for the

enforcenent of this Act, the Secretary of State or a

person designated by him or her is enpowered to

adm nister oaths and affirnmations, subpoena w tnesses,

take evidence, and require by subpoena or other | awful

means provided by this Act or the rules adopted by the

Secretary of State the production of any books and

records, papers, or other docunents that the Secretary

of State or a person designated by him or her deens

relevant or material to the inquiry.

(b) If any person refuses to obey a subpoena issued
under this Act, the Secretary of State may mnmmke application
to any court of conpetent jurisdiction to order the person to
appear before the Secretary of State and produce docunentary
evi dence or give evidence as directed in the subpoena. The
failure to obey the order of the court shall be subject to

puni shment by the court as contenpt of court.
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(c) No person shall be excused from conplying wth a
subpoena on the ground that the testinony or evidence
required may tend to incrimnate the person or subject the
person to a penalty or forfeiture. No individual my be
prosecuted or subject to any penalty or forfeiture for or on
account of any transaction, matter or thing which the
individual is conpelled to testify or produce evidence, after
claimng the privilege against self-incrimnation. However,
the individual so testifying shall not be exenpt from
prosecution and punishment for perjury conmtted in so
testifying.

(d) In any prosecution, action, suit or proceedi ng based
upon or arising out of this Act, the Secretary of State may
sign a certificate show ng conpliance or non-conpliance wth
this Act by any Iloan broker. This shall constitute prim
faci e evidence of conpliance or non-conpliance with this Act
and shall be adm ssible in evidence in any court.

(e) \Whenever it shall appear to the Secretary of State
that any person is engaged or about to engage in any acts or
practices which constitute or will constitute a violation of
this Act, or of any rule or regulation prescribed under
authority of this Act, the Secretary of State may at his or
her discretion, through the Attorney General:

(1) File a conplaint and apply for a tenporary
restraining order wthout notice, and upon a proper
showi ng the court may enter a tenporary restraining order
wi thout a bond, to enforce this Act.

(2) File a conplaint and apply for a prelimnary or
per manent injunction, and, after notice and hearing and
upon a proper showi ng, the court may grant a prelimnary
or permanent injunction and nay order the defendant to
make an offer of rescission with respect to any contract
for | oan brokerage services determned by the court to be

unl awf ul under this Act.
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(f) The court shall further have jurisdiction and
authority, in addition to the penalties and other renedies in
this Act provided, to enter an order for the appointnment of
the court or a person as a receiver, conservator, ancillary
receiver or ancillary conservator for the defendant or the
defendant's assets located in this State, or to require
restitution, danmages or disgorgenent of profits on behal f of
the person or persons injured by the act or practice
constituting the subject matter of the action, and nay assess
costs and attorneys fees agai nst the defendant for the use of
the State.

(Source: P.A 90-70, eff. 7-8-97; 91-357, eff. 7-29-99.)

(815 I LCS 175/ 15-50)

Sec. 15-50. Evidentiary nmatters.

(a) Certified copies of docunents or records adm ssible
in actions or proceedings under this Act. Copies of any
statenent or docunent filed with the Secretary of State, and
copies of any records of the Secretary of State, certified to
by the Secretary of State are adm ssible in any prosecution,
action, suit or proceedi ng based upon, or arising out of or
under, the provisions of this Act to the sane effect as the
original of the statenent, docunent or record would be if
actual |y produced.

(b) In any action, admnistrative, civil, or crimnal, a

certificate wunder the seal of the State of Illinois, si gned

by the Secretary of State, attesting to the filing of

or the absence of the filing of any docunent or record with

the Secretary of State under this Act, shall constitute

prima facie evidence of the filing or of the absence of the

filing, and shall be adnmssible in evidence in any

adm ni strative, crimnal, or civil action.

(c) Any certificate pursuant to subsection (a) or (b) of

this Section shall be furnished by the Secretary of State
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upon application therefor in the formand in the nmanner

prescribed by the Secretary of State by rule, and shall be

acconpani ed by paynent of a non-refundable certification

fee in the anmpunt specified by rule or order of the

Secretary of State.

(Source: P.A 89-209, eff. 1-1-96.)

(815 I LCS 175/ 15-85)

Sec. 15-85. Fraudul ent and prohibited acts.

(a) Aloan broker shall not, in connection with a
contract for the services of a | oan broker, either directly
or indirectly, do any of the foll ow ng:

(1) ¢a) Enploy any device, schene or article to
def raud.

(2) ¢b) WMake any wuntrue statenents of a materi al
fact or omt to state a material fact necessary in order
to make t he statenents made, in the [light of
ci rcunst ances under which they are made, not m sl eadi ng.

(3) €€} Engage in any act, practice or course of
busi ness that operates or would operate as a fraud or
deceit upon any person.

(b) A loan broker shall not ei t her directly or

indirectly do any of the foll ow ng:

(1) act as a | oan broker without registration under

this Act unl ess exenpt under the Act;

(2) fail to file with the Secretary of State any

application, report, docunent, or answer required to be

filed under the provisions of this Act or any rule nnde

by the Secretary of State pursuant to this Act, or fai

to conply with the terns of any order issued pursuant to

this Act or any rules nmade by the Secretary of State;

(3) fail to keep or maintain any records as required

under the provisions of this Act or any rule nade by the

Secretary of State pursuant to this Act.
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(Source: P.A 89-209, eff. 1-1-96.)

(815 I LCS 175/ 15-95 new)

Sec. 15-95. Service of process.

(a) A person acting as a | oan broker, unless exenpt from

regi stration under this Act, shall constitute an appoi nt nent

of the Secretary of State, or his or her successors in

Ofice, by the person to be the true and |lawful attorney for

t he person upon whom nmay be served all |lawful process in any

action or proceeding against the person, arising out of his

or her activities as a | oan broker.

(b) Service of process under this Section shall be nade

by serving a copy upon the Secretary of State or any enpl oyee

in his or her Ofice designated by the Secretary of State to

accept such service for himor her, provided notice and a

copy of the process are, within 10 days of receipt, sent by

registered mmil or certified mail, return recei pt requested,

by the plaintiff to the defendant, at the |ast known address

of the defendant. The filing fee for service of process

under this Section is non-refundable and is the anbunt

established in Section 15-25 of this Act. The Secretary of

State shall keep a record of all such processes that shal

show the day of the service.

Section 15. The Illinois Business Brokers Act of 1995 is
anended by changing Sections 10-5.20, 10-20, 10-25, 10-40,
10-45, 10-50, 10-55, 10-85 and by adding Section 10-125 as

foll ows:

(815 I LCS 307/ 10-5. 20)
Sec. 10-5. 20. Person. "Person" neans an individual, a
corporation, a partnership, an association, a joint stock

conpany, a |limted liability conpany, a limted liability

partnership, a trust, eof any unincorporated organi zation, or
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any other entity.

(Source: P.A 89-209, eff. 1-1-96.)

(815 I LCS 307/ 10-20)

Sec. 10-20. Renewal of registration.

(a) A business broker may not continue engaging in the
busi ness of busi ness br okeri ng unl ess t he broker's
registration is renewed annually. A business broker shal
renew the registration by filing with the Secretary of State,
at |l east 30 days before the expiration of the registration,
an application containing any information the Secretary of
State may require to indicate any material change from the
information contained in the applicant's original application
or any previous application.

(b) An application for renewal must be acconpani ed by a
filing fee in the anmount specified in subsection (a) of
Section 10-25 of this Act, and shall not be returnable in any
event.

(c) Notw thstandi ng the foregoing, applications for

renewal of registration of business brokers my be filed

within 30 days fol |l owi ng t he expiration of the

registration provided that the applicant pays the annual

registration fee together with an additi onal anpbunt equal to

t he annual regi stration f ee and files any ot her

information or docunents that the Secretary of State nay

prescribe by rule or order. Any application filed wthin

30 days following the expiration of the registration shal

be autonatically effective as of the tine of the earlier

expiration provided that the proper fee has been paid to the

Secretary of State.

(Source: P.A 89-209, eff. 1-1-96.)

(815 I LCS 307/ 10-25)

Sec. 10-25. Fees and funds. Al fees and funds accruing
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for the admnistration of this Act shall be accounted for by
the Secretary of State and shall be deposited with the State
Treasurer who shall deposit themin the Securities Audit and
Enf or cenent Fund.
(a) The Secretary of State shall, by rule or regulation,
i npose and col | ect fees necessary for the admnistration of
this Act, including but not Ilimted to, fees for the
fol |l ow ng purposes:
(1) filing an application pursuant to Section 10-10
of this Act;
(2) examning an application pursuant to Sections
10-10 and 10-20 of this Act;
(3) registering a business broker under Section
10- 10 of this Act;
(4) renewing registration of a business broker
pursuant to Section 10-20 of this Act;
(5) failure to file or file tinmely any docunent or
information required under this Act;
(6) (Blank);-

(7) acceptance of service of process pursuant to

Section 10-125;

(8) issuance of certification pursuant to Section

10-50; and
(9) late registration fee pursuant to Secti on

10-20(c) .

(b) The Secretary of State may, by rule or regulation,
raise or lower any fee inposed by, and which he or she is
aut hori zed by law to collect under, this Act.

(Source: P.A 90-70, eff. 7-8-97; 91-194, eff. 7-20-99;
91-534, eff. 1-1-00; 91-809, eff. 1-1-01.)

(815 ILCS 307/ 10-40)
Sec. 10-40. Deni al, suspension or revocation of

regi stration; orders and heari ng.
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(a) The Secretary of State may deny, suspend or revoke
the registration of a business broker if the business broker:

(1) |Is insolvent.

(2) Has violated any provision of this Act.

(3) Has filed with the Secretary of State any
docunent or statenent containing any false representation
of a material fact or omtting to state a material fact.

(4) Has been convicted, within 10 years before the
date of the application, renewal or review, of any crine
i nvol ving fraud or deceit.

(5 Has been found by any court or agency, within
10 years before the date of the application, renewal, or
review, to have engaged in any activity involving fraud
or deceit.

(b) The Secretary of State may not enter a final order
denying, suspending, or revoking the registration of a
busi ness broker wthout prior notice to all interested
parties, opportunity for a hearing and witten findings of
fact and conclusions of law. The Secretary of State my by
summary order deny, suspend, or revoke a registration pending
final determnation of any proceeding under this Section.
Upon the entry of a summary order, the Secretary of State
shall promptly notify all interested parties that it has been
entered, of the reasons for the summary order and, that upon

recei pt by the Secretary of State of a witten request froma

party, the matter will be set for hearing which shall be
conducted in accordance with the provisions of the Illinois
Adm ni strative Procedure Act. |If no hearing is requested

within 30 days of the date of entry of the order and none is

ordered by the Secretary of State, the respondent's failure

to request a hearing shall constitute an admi ssion of any

facts alleged therein and shall constitute a sufficient basis

to make the order final and it shall renmnin remains in effect

until it is nodified or vacated by the Secretary of State.
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If a hearing is requested or ordered, the Secretary of State,
after notice of the hearing has been given to all interested
persons and the hearing has been held, may nodify or vacate
the order or extend it until final determ nation.

(Source: P.A 89-209, eff. 1-1-96; 90-70, eff. 7-8-97.)

(815 I LCS 307/ 10- 45)

Sec. 10-45. Powers of Secretary of State; privilege
against self-incrimnation; admssibility into evidence.

(a) The Secretary of State may do the foll ow ng:

(1) Adopt rules and regulations to inplenment this
Act .

(2) Conduct investigations and exam nati ons:

(A) In connection wth any application for
registration of any busi ness br oker or any
registration already granted; or

(B) \Wenever it appears to the Secretary of
State, upon the basis of a conplaint or information,
t hat reasonabl e grounds exist for the belief that an
investigation or exam nation IS necessary or
advisable for the nore conplete protection of the
interests of the public.

(3) Charge as costs of investigation or exam nation
all reasonabl e expenses, including a per diem prorated
upon the salary of any enpl oyee and actual traveling and
hotel expenses. All reasonable expenses are to be paid
by t he party or parties under investigation or
exam nati on

(4) Issue notices and orders, including cease and
desist notices and orders, after making an investigation
or exam nation under paragraph (2) of subsection (a) of
this Section. The Secretary of State nmay al so bring an
action to prohibit a person fromviolating this Act. The

Secretary of State shall notify the person that an order
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or notice has been issued, the reasons for it and that a
hearing wll be set in accordance with the provisions of
the Illinois Admnistrative Procedure Act after the
Secretary of State receives a witten request from the
person requesting a hearing.

(5 Sign al | orders, official «certifications,
docunents or papers issued under this Act or delegate the
authority to sign any of those items to his or her
desi gnee.

(6) Hold and conduct heari ngs.

(7) Hear evidence.

(8) Conduct inquiries with or without hearings.

(9) Receive reports of investigators or other
officers or enployees of the State of |Illinois or any
muni ci pal corporation or governnmental subdivision within

t he State.

(12) (Blank).  Conpel--the--produettion--of--books;
F ecor ds- and- ot her - docupent s-

(13) Oder depositions to be taken of any wtness
residing within or wthout the State. The depositions
shall be taken in the manner prescribed by law for
depositions in civil actions and made returnable to the

Secretary of State.

(14) For the purposes of al | i nvestigations,

audits, exam nations, or inspections which in the opinion

of the Secretary of State are necessary and proper for

the enforcenent of this Act, the Secretary of State or a

per son desi gnat ed by him or her is enpowered to

adm ni ster oaths and affirnmations, subpoena w tnesses,

take evidence, and require by subpoena or other | awful
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means provided by this |law or such rules and requl ati ons

adopted by the Secretary of State the production of any

books and records, papers, or other docunents that the

Secretary of State or a person designated by himor her

deens relevant or material to the injury.

(b) If any person refuses to obey a subpoena issued
under this Act, the Secretary of State may make application
to any court of conpetent jurisdiction to order the person to
appear before the Secretary of State and produce docunentary
evidence or give evidence as directed in the subpoena. The
failure to obey the order of the court shall be subject to
puni shment by the court as contenpt of court.

(c) No person shall be excused fromconplying with a
subpoena on the ground that the testinony or evidence
required may tend to incrimnate the person or subject the
person to a penalty or forfeiture. No individual may be
prosecuted or subject to any penalty or forfeiture for or on
account of any transaction, matter or thing which the
individual is conpelled to testify or produce evidence, after
claimng the privilege against self-incrimnation. However,
the individual so testifying shall not be exenpt from
prosecution and punishment for perjury conmtted in so
testifying.

(d) In any prosecution, action, suit or proceedi ng based
upon or arising out of this Act, the Secretary of State may
sign a certificate show ng conpliance or non-conpliance with
this Act by any business broker. This shall constitute prim
faci e evidence of conpliance or non-conpliance with this Act
and shall be adm ssible in evidence in any court to enforce
this Act.

(e) \Whenever it shall appear to the Secretary of State
that any person is engaged or about to engage in any acts or
practices which constitute or will constitute a violation of

this Act, or of any rule or regulation prescribed under
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authority of this Act, the Secretary of State may at his or
her discretion, through the Attorney General:

(1) File a conplaint and apply for a tenporary
restraining order wthout notice, and wupon a proper
showi ng the court may enter a tenporary restraining order
wi thout a bond, to enforce this Act.

(2) File a conplaint and apply for a prelimnary or
permanent injunction, and, after notice and hearing and
upon a proper show ng, the court may grant a prelimnary
or permanent injunction and nmay order the defendant to
make an offer of rescission wth respect to any contract
for Dbusiness brokerage services determ ned by the court
to be unlawful under this Act.

(f) The court shall further have jurisdiction and
authority, in addition to the penalties and other renedies in
this Act provided, to enter an order for the appointnment of
the court or a person as a receiver, conservator, ancillary
receiver or ancillary conservator for the defendant or the
defendant's assets located in this State, or to require
restitution or danages on behalf of the person or persons
injured by the act or practice constituting the subject
matter of the action, and may assess costs against the
def endant for the use of the State.

(g No provision of this Act inposing liability shal
apply to any act done or omtted in good faith in conformty
with any rule of the Secretary of State wunder this Act,
notw thstanding that such rule may, after such act or
om ssion, be anended or rescinded or be determned by
judicial or other authority to be invalid for any reason.

(Source: P.A 89-209, eff. 1-1-96; 90-70, eff. 7-8-97.)

(815 ILCS 307/ 10-50)
Sec. 10-50. Certified copies of docunents or records

adm ssible in actions or proceedi ngs under this Act.
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(a) Copies of any statenent or docunent filed wth the
Secretary of State, and copies of any records of the
Secretary of State, certified to by the Secretary of State
are adm ssible in any prosecution, action, suit or proceeding
based upon, or arising out of or wunder, the provisions of
this Act to the sane effect as the original of the statenent,
docunent or record would be if actually produced.

(b) In any action, admnistrative, civil, or crimnal, a

certificate wunder the seal of the State of Illinois, signed

by the Secretary of State, attesting to the filing of or the

absence of any filing of any docunent or record with the

Secretary of State under this Act, shall constitute prinm

facie evidence of such filing or of the absence of the

filing, and shall be admissible in evi dence in any

adm ni strative, crimnal, or civil action.

(c) Any certificate pursuant to subsection (a) or (b) of

this Section shall be furnished by the Secretary of State

upon an application therefor in the form and nmanner

prescribed by the Secretary of State by rule, and shall be

acconpani ed by paynent of a non-refundable certification fee

in the anobunt specified by rule or by order of the Secretary

of State.

(Source: P.A 89-209, eff. 1-1-96.)

(815 ILCS 307/ 10-55)

Sec. 10- 55. Vi ol ati ons; adm ni strative fines;
enf orcenent .

(a) If the Secretary of State determ nes, after notice
and opportunity for a hearing, that a person has viol ated
this Act, the Secretary of State may in addition to all other
remedi es, inpose an adm nistrative fine upon the person in an
amount not to exceed $10,000 for each violation.

(b) The Secretary of State may bring an action in the

circuit court of Sanganon or Cook county to enforce paynent
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of fines inposed under this Section.

(c) |If the Secretary of State shall find that any person
has violated any provision of this Act, the Secretary of
State may, by witten order tenporarily or permanently
prohibit or suspend such person fromacting as a business
br oker .

(d) If the Secretary of State shall find, after notice
and opportunity for hearing, that any person is acting or has
acted as a business broker as defined in Section 10-5.10 of
this Act, without prior thereto or at the tinme thereof having
conplied with the registration requirenents of this Act, the
Secretary of State may by witten order prohibit or suspend
such person fromacting as a business broker in this State.

(e) Anything herein cont ai ned to t he contrary
notw thstanding, the Secretary of State my tenporarily
prohibit or suspend, for a maxi mum period of 90 days, by an
order effective immedi ately, the registration of a business
broker or +the business of providing business brokerage
services, wthout notice and prior hearing, if the Secretary
of State shall in his or her opinion, based upon credible
evidence, deemit necessary to prevent an inmm nent violation
of this Act or to prevent losses to clients which the
Secretary of State reasonably believes will occur as a result
of a prior violation of this Act. Inmmediately after taking
action wthout such notice and hearing, the Secretary of
State shall deliver a copy of the tenporary order to the
respondent named therein by personal service or registered
mail or certified mail, return receipt requested. The
tenporary order shall set forth the grounds for the action
and shall advise that the respondent nay request a hearing as
Seon-as--feasonably--practiecable; that the request for a
hearing wll not stop the effectiveness of the tenporary
order and that respondent's failure to request a hearing

within 30 days after the date of the entry of the tenporary
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order, shall constitute an adm ssion of any facts alleged
therein and shall make the tenporary order final. A business
br oker whose registration has been suspended pursuant to this
Section may request the Secretary of State permssion to
continue to receive paynent for any executory contracts at
the time of any suspension and to continue to performits
obligation thereunder. The decision to grant or deny
perm ssion to receive paynent for any executory contracts or
performany obligation thereunder shall be at the sole
discretion of the Secretary of State and shall not be subject
to review under the Adm nistrative Review Law.

(f) The Secretary of State nmay issue a tenporary order
suspendi ng or delaying the effectiveness of any registration
of a business broker under this Act subsequent to and upon
the basis of the issuance of any stop, suspension or simlar
order by any agency of the United States regul ati ng busi ness
brokers or any state or federal courts with respect to the
person who is the subject of the registration under this Act,
and such order shall becone effective as of the date and tine
of effectiveness of the agency or court order and shall be
vacated automatically at such time as the order of the agency
or court order is no longer in effect.

(Source: P.A 89-209, eff. 1-1-96; 90-70, eff. 7-8-97.)

(815 |1 LCS 307/ 10- 85)

Sec. 10-85. Fraudul ent and prohibited acts.

(a) A business broker shall not, in connection with a
contract for the services of a business broker, either
directly or indirectly, do any of the foll ow ng:

(1) Enploy any device, schene or article to
def r aud.

(2) Make any wuntrue statenents of a material fact
or omt to state a material fact necessary in order to

make the statenents nade, in the light of circunstances
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under which they are made, not m sleading, unless the
statenent is nmade in reasonable reliance on information
provi ded by the client.

(3) Engage in any act, practice or course of
busi ness that operates or would operate as a fraud or
deceit upon any person.

(b) A Dbusiness broker shall not either directly or
indirectly do the foll ow ng:

(1) Engage in the business of acting as a business
broker w thout registration under this Act unless exenpt
under the Act.

(2) Fail to file with the Secretary of State any
application, report, docunent, or answer required to be
filed under the provisions of this Act or any rule made
by the Secretary of State pursuant to this Act or fail to
conply with the terns of any order issued pursuant to
this Act or rule or nade by the Secretary of State.

(3) Fail to maintain any records as required under
the provisions of this Act or any rule nmade by Secretary
of State pursuant to this Act.

(Source: P.A 89-209, eff. 1-1-96;, 90-70, eff. 7-8-97.)

(815 I LCS 307/10-125 new)

Sec. 10-125. Service of process.

(a) Any person acting as a business broker, unless

exenpt fromregistration under this Act, shall constitute an

appointnent of the Secretary of State, or his or her

successors in Ofice, by the person to be the true and

lawful attorney for the person upon whomnay be served al

| awf ul process in any action or proceeding against the

person, arising out of his or her activities as a business

(b) Service of process under this Section shall be nmade

by serving a copy upon the Secretary of State or any enpl oyee
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in his or her Ofice designated by the Secretary of State to

accept such service for himor her, provided notice of such

and a copy of the process are, within 10 days of receipt,

sent by registered nail or certified mail, return receipt

requested, by the plaintiff to the defendant, at the | ast

known address of the defendant. The filing fee for service

of process under this Section is non-refundable and is the

anount established in Section 10-25 of this Act. The

Secretary of State shall keep a record of all such processes

that shall show the day of the service.

Section 20. The Business Qpportunity Sal es Law of 1995
is anended by changing Sections 5-5.05, 5-5.10, 5-5.15,
5-5.30, 5-20, 5-30, 5-35, b5-60, 5-65, 5-95, and by adding

Section 5-145 as fol |l ows:

(815 ILCS 602/ 5-5.05)
Sec. 5-5.05. Adverti sing. "Advertising" nmeans any
circular, prospectus, advertisenent or other material or any

el ectronic communication including, but not Ilimted to, by

radi o, t el evi si on, pictures or simlar nmeans wused in
connection wth an offer or sale of any business opportunity.

(Source: P.A 89-209, eff. 1-1-96.)

(815 ILCS 602/ 5-5.10)

Sec. 5-5.10. Business opportunity.

(a) "Business opportunity” means a contract or
agreenent, between a seller and purchaser, express or
inplied, orally or in witing, wherein it is agreed that the
seller or a person recomended by the seller shall provide to
t he purchaser any product, equipnent, supplies or services
enabling the purchaser to start a business when the purchaser
is required to mnmake a paynent to the seller or a person

recommended by the seller and the seller represents directly
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or

indirectly, orally or in witing, any of the follow ng,

t hat :

(1) the seller or a person recomended by the
seller wll provide or assist the purchaser in finding
| ocations for the use or operation of vending machines,
racks, di splay cases or other simlar devices, on
prem ses neither owned nor | eased by the purchaser or
sel l er;

(2) the seller or a person recommended by the
seller will provide or assist the purchaser in finding
outlets or accounts for the purchaser's products or
servi ces;

(3) the seller or a person specified by the seller
wi | purchase any or all products nade, produced,
fabricated, grown, bred or nodified by the purchaser;

(4) the seller guarantees that the purchaser wll
derive inconme fromthe business which exceeds the price
paid to the seller

(5) the seller will refund all or part of the price
paid to the seller, or repurchase any of the products,
equi pnment or supplies provided by the seller or a person
recommended by the seller, i f t he pur chaser IS
di ssatisfied wth the business; or

(6) the seller wll provide a marketing plan,
provided that this Law shall not apply to the sale of a
mar keting plan made in conjunction with the licensing of
a federally registered trademark or federally registered
servi ce mark.

(b) "Business opportunity” does not include:

(1) any offer or sale of an ongoing business
operated by the seller and to be sold inits entirety;

(2) any offer or sale of a business opportunity to
an ongoi ng business where the seller wll provide

products, equipnent, supplies or services which are
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substantially simlar to t he pr oduct s, equi pment ,
supplies or services sold by the purchaser in connection
with the purchaser's ongoi ng busi ness;

(3) any offer or sale of a business opportunity
whi ch is a franchise as defined by the Franchise
Di scl osure Act of 1987,

(4) any offer or sale of a business opportunity
which 1is registered pursuant to the Illinois Securities
Law of 1953;

(5) (bl ank);

(6) any offer or sale of a business opportunity by
an executor, admnistrator, sheriff, marshal, receiver,
trustee in bankruptcy, guardian or conservator or a
judicial offer or sale, of a business opportunity; or

(7) cash paynents nmade by a purchaser not exceeding
$500 and the paynent is nmade for the not-for-profit sale
of sal es denonstration equi pnent, material or sanples, or
the paynent is made for product inventory sold to the
purchaser at a bona fide whol esal e price.

(Source: P.A 90-70, eff. 7-8-97; 91-357, eff. 7-29-99;
91-809, eff. 1-1-01.)

(815 ILCS 602/ 5-5.15)

Sec. 5-5.15. Marketing plan. "Marketing plan" neans
advice or training, provided to the purchaser by the seller
or a person recommended by t he sel l er, pertaini ng

specifically to the sale of any enterprise, product,

equi pnent, supplies or services and the advice or training

includes, without Ilimtation but-is-net-tinmted-to, preparing

or providing:

(1) Pronotional literature, brochures, panphlets, or
advertising material s;

(2) Training, regarding the pronotion, operation or

managenent of the business opportunity; or
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(3) Operational, manageri al, teehnteal or financial

gui del i nes or assistance or_continuing technical support.

(Source: P.A 89-209, eff. 1-1-96.)

(815 ILCS 602/ 5-5. 30)
Sec. 5-5. 30. Per son. "Person" nmeans an individual,

corporation, trust, partnership, a_ joint stock conpany,

limted liability partnership, Ilimted liability conpany,

incorporated or unincorporated association or any other
entity.
(Source: P.A 89-209, eff. 1-1-96.)

(815 I LCS 602/ 5-20)

Sec. 5-20. Burden of proof and evidentiary natters.

(a) In any admnistrative, civil, or crimnal proceeding
related to this Law, the burden of proving an exenption, an
exception froma definition or an exclusion fromthis Lawis
upon the person claimng it.

(b) In any action, admnistrative, civil, or crimnal, a

certificate under the seal of the State of I1llinois, si gned

by the Secretary of State, attesting to the filing of or the

absence of any filing of any docunent or record wth the

Secretary of State under this Act, shall constitute prinm

facie evidence of such filing or of the absence of the

filing, and shal | be adnmissible in evidence in any

adm ni strative, crimnal, or civil action.

(c) In any admnistrative, civil, or crinmnal action,

the Secretary of State may issue a certificate under the

seal of the State of Illinois, signed by the Secretary of

State, showing that any document or record is a true and

exact copy, photocopy or otherwi se, of the record or docunent

on file with the Secretary of State under this Act: and such

certified docunent or record shall be adm ssible in evidence

with the sane effect as the original docunent or record would
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have if actually produced.

(d) Any certificate pursuant to subsection (b) or (c) of

this Section shall be furnished by the Secretary of State

upon an application therefor in the form and nmanner

prescribed by the Secretary of State by rule, and shall be

acconpani ed by paynent of a non-refundable certification fee

in the anpbunt specified by rule or by order of the Secretary

of State.

(Source: P.A 89-209, eff. 1-1-96.)

(815 I LCS 602/ 5-30)

Sec. 5-30. Registration.

(a) In order to register a business opportunity, the
seller shall file wth the Secretary of State one of the
follow ng disclosure docunents wth the appropriate cover
sheet as required by subsection (b) of Section 5-35 of this
Law, a consent to service of process as specified in
subsection (b) of this Section, and the appropriate fee as
required by subsection (c) of this Section which is not
returnable in any event:

(1) The Franchise Ofering Circular which t he
Secretary of State may prescribe by rule or regul ation;
or

(2) A disclosure docunent prepared pursuant to the
Feder al Tr ade Conmmi ssi on rule entitled D sclosure
Requi renments and Prohi bitions Concerning Franchising and
Busi ness Qpportunity Venture, 16 CF. R Sec. 436 (1979).
The Secretary of State nmay by rule or regulation adopt
any amendnent to the disclosure docunent prepared
pursuant to 16 C.F. R Sec. 436 (1979), that has been
adopt ed by the Federal Trade Comm ssion; or

(3) A disclosure docunent prepared pursuant to
subsection (b) of Section 5-35 of this Law.

(b) Every seller shall file, in the form as the
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Secretary of State nmay prescribe, an irrevocable consent
appointing the Secretary of State or the successor in office
to be the seller's attorney to receive service of any |awful
process in any noncrimnal suit, action or proceedi ng agai nst
t he sel l er or t he seller's successor, executor or
adm ni strator which arises under this Law after the consent
has been filed, with the sanme force and validity as if served
personally on the person filing the consent. Service may be
made by delivering a copy of the process in the office of the
Secretary of State, but is not effective unl ess the
plaintiff or petitioner in a suit, action or proceeding,
forthwith sends notice of the service and a copy of the
process by registered or certified mail, return receipt
requested, to the defendant's or respondent's nost current
address on file wth the Secretary of State, and the
plaintiff's affidavit of conpliance with this subsection is
filed in the case on or before the return date of the
process, if any, or within such further tine as the court
al | ows.
(c)(1) The Secretary of State shall by rule or
regul ation i npose and shall collect fees necessary for
the adm nistration of this Law including, but not limted
to, fees for the foll ow ng purposes:
(A filing a disclosure docunent and renewal
f ee;
(B) interpretive opinion fee;:-

(C) acceptance of service of process pursuant

to subsection (b) of Section 5-145;

(D) issuance of certification pursuant to

Section 5-20; or

(E) late registration fee pursuant to Section

5__§Q_(_g)__
(2) The Secretary of State may, by rule or

regul ation, raise or lower any fee inposed by, and which
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he or she is authorized by law to collect under this Law.

(d) A registration automatically becones effective upon
the expiration of the 10th full business day after a conplete
filing, provided that no order has been issued or proceeding
pendi ng under Section 5-45 of +this Law. The Secretary of
State may by order waive or reduce the tinme period prior to
ef fectiveness, provided that a conplete filing has been nade.
The Secretary of State may by order defer the effective date
until the expiration of the 10th full business day after the
filing of any anmendnent.

(e) The registration IS ef fective for one year
comenci ng on the date of effectiveness and may be renewed
annually wupon the filing of a current disclosure docunent
acconpanied by any docunents or information t hat t he
Secretary of State nmay by rule or regulation or order
require. The annual renewal fee shall be in the sane anount
as t he initial registration fee as established under
subsection (c) of Section 5-30 of this Law which shall not be
returnable in any event. Failure to renew upon the close of
t he one year period of effectiveness wll result in
expiration of the registration. The Secretary of State may by
rule or regulation or order require the filing of a sales
report.

(f) The Secretary of State may by rule or regulation or
order require the filing of all proposed Iliterature or
advertising prior to its use.

(a) Notwi t hstanding the foreqoing, applications for

renewal of registration of business opportunities may be

filed within 30 days followwng the expiration of the

registration provided that the applicant pays the annual

registration fee together with an additi onal anpbunt equal to

the annual reqistration fee and files any other information

or docunents that the Secretary of State nay prescribe by

rule or order. Any application filed within 30 days
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followwng the expiration of the regi stration shall be

autonatically effective as of the tine of the earlier

expiration provided that the proper fee has been paid to the

Secretary of State.

(Source: P.A 89-209, eff. 1-1-96.)

(815 I LCS 602/ 5-35)

Sec. 5-35. Disclosure requirenents.

(a) It shall be unlawful for any person to offer or,
sel |l any business opportunity required to be regi stered under
this Law unless a witten disclosure docunent as filed under
subsection (a) of Section 5-30 of this Law is delivered to
each purchaser at |least 10 business days prior to the
execution by a purchaser of any contract or agreenent
i nposing a binding | egal obligation on the purchaser or the
paynment by a purchaser of any consideration in connection
with the offer or sale of the business opportunity.

(b) The disclosure docunent shall have a cover sheet
whi ch IS entitled, in at least 10-point bold type,
"Dl SCLOSURE REQUI RED BY THE STATE OF ILLINOS." Under the
title shall appear the statenent in at |east 10-point bold
type that "THE REG STRATI ON OF TH S BUSI NESS OPPORTUNI TY DOES
NOT CONSTI TUTE APPROVAL, RECOMVENDATI ON OR ENDORSEMENT BY THE
STATE OF [|LLINOS. THE | NFORVATI ON CONTAI NED I N THI S
DI SCLOSURE DOCUMENT HAS NOT BEEN VERI FI ED BY THI' S STATE. | F
YOU HAVE ANY QUESTI ONS OR CONCERNS ABQUT THI'S | NVESTIMENT,
SEEK PROFESSI ONAL ADVI CE BEFORE YOU SI GN A CONTRACT OR MAKE
ANY PAYMENT. YOU ARE TO BE PROVIDED 10 BUSINESS DAYS TO
REVI EW THI S DOCUMENT BEFORE SI GNI NG ANY CONTRACT OR AGREEMENT
OR MAKI NG ANY PAYMENT TO THE SELLER OR THE SELLER S
REPRESENTATI VE". The seller's nane and principal business
address, along with the date of the discl osure docunent shal
also be provided on the cover sheet. No other information

shal | appear on the cover sheet. The disclosure docunent
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shall contain the following information unless the seller
uses a disclosure docunent as provided in paragraph (1) or

(2) of subsection (a) of Section 5-30 of this Law

(1) The nanes and residential addresses of those
sal espersons who will engage in the offer or sale of the
busi ness opportunity in this State.

(2) The nanme of the seller, whether the seller is
doi ng business as an i ndi vi dual , partnership or
cor porati on; the names wunder which the seller has
conducted, is conducting or intends to conduct business;
and the nanme of any parent or affiliated conpany that
wi || engage in business transactions with purchasers or
which will take responsibility for statenments nade by the
sel ler.

(3) The nanes, addresses and titles of the seller's
of ficers, directors, trustees, gener al manager s,
princi pal executives, agents, and any other persons
charged with responsibility for the seller's business
activities relating to the sale of the business
opportunity.

(4) Prior business experience of t he sel l er
relating to business opportunities including:

(A) The nane, address, and a description of
any busi ness opportunity previously offered by the
sel l er;

(B) The length of time the seller has offered
each such busi ness opportunity; and

(© The length of tine t he sel l er has
conducted the business opportunity currently being
offered to the purchaser.

(5) Wth respect to persons identified initem (3)
of this subsection:

(A) A description of the persons' business

experience for the 10 year period preceding the
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filing date of this disclosure docunent. The

description of business experience shal | list

princi pal occupations and enpl oyers; and

(B) A listing of the persons' educational and
pr of essi onal backgrounds including, the nanmes of
school s attended and degrees recei ved, and any ot her
i nformation t hat Wil | denonstrate sufficient
know edge and experience to performthe services
pr oposed.

(6) Wether the seller or any person identified 1in
item (3) of this subsection

(A) Has been convicted of any felony, or
pl eaded nolo contendere to a felony charge, or has
been the subject of any crim nal, civil or
adm ni strative proceedings alleging the violation of
any busi ness opportunity law, securities |aw,
coomodities |law, franchise law, fraud or deceit,
enbezzl enent, fraudulent conversion, restraint of
trade, unfair or deceptive practices,
m sappropriation of property or conpar abl e
al | egati ons;

(B) Has filed in bankruptcy, been adjudged
bankrupt, been reorgani zed due to insolvency, or was
an owner, principal officer or general partner or
any other person that has so filed or was so
adj udged or reorgani zed during or within the last 7
years.

(7) The name of the person identified in item (6)
of this subsection, nature of and parties to the action
or proceeding, court or other forum date of t he
institution of the action, docket references to the
action, current status of the action or proceeding, terns
and conditions or any order or decree, the penalties or

damages assessed and terns of settlenent.


SOLIMAR DFAULT BILLS NONE


SB575 Engr ossed -72- LRB9206482ARgc

© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

(8 The initial paynment required, or when the exact
anount cannot be determned, a detailed estimte of the
anmount of the initial paynent to be nade to the seller.

(9) A detailed description of the actual services
the seller agrees to performfor the purchaser.

(10) A detailed description of any training the
seller agrees to provide for the purchaser.

(11) A detailed description of services the seller
agrees to perform in connection with the placenent of
equi pnent, products or supplies at a |location, as well as
any agreenent necessary in order to locate or operate
equi pnent, products or supplies on a prem ses neither
owned nor | eased by the purchaser or seller.

(12) A detailed description of any license or
permt that will be necessary in order for the purchaser
to engage in or operate the business opportunity.

(13) The busi ness opportunity seller that s
required to secure a bond under Section 5-50 of this Law,
shall state in the disclosure docunent "As required by
the State of |Illinois, the seller has secured a bond
i ssued by (insert nane and address of surety conpany), a
surety conpany, authorized to do business in this State.
Before signing a contract or agreenent to purchase this
busi ness opportunity, you should check with the surety
conpany to determ ne the bond's current status.”

(14) Any representations nmade by the seller to the
purchaser concerning sales or earnings that may be nade
from this business opportunity, including, but not
limted to:

(A) The bases or assunptions for any actual,
average, projected or forecasted sales, profits,

i ncone or earnings;

(B) The total nunber of purchasers who, within

a period of 3 years of the date of the disclosure
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docunent, purchased a business opportunity invol ving
t he product, equipnment, supplies or services being
offered to the purchaser; and
(© The total nunber of purchasers who, within
3 years of the date of the disclosure docunent,
purchased a business opportunity involving t he
pr oduct , equi pnent, supplies or services being
offered to the purchaser who, to the seller's
know edge, have actually received earnings in the
anount or range specified.
(15) Any sel l er who nmakes a guarantee to a
purchaser shall give a detailed description of the

elenments of the guarantee. Such description shal

include, but shall not be Ilimted to, the duration,
terms, scope, conditions and limtations of t he
guar ant ee.

(16) A statenent of:

(A) The total nunber of business opportunities
that are the sane or simlar in nature to those that
have been sold or organized by the seller;

(B) The nanes and addresses of purchasers who
have requested a refund or rescission from the
seller wthin the last 12 nonths and the nunber of
t hose who have received the refund or rescission;
and

(© The total nunber of business opportunities
the seller intends to sell in this State wthin the
next 12 nont hs.

(17) A statenent descri bi ng any cont ract ual
restrictions, prohibitions or [imtations on t he
purchaser's conduct. Attach a copy of all business
opportunity and other contracts or agreenents proposed
for use or in wuse in this State including, wthout

limtation, all |ease agreenents, option agreenents, and
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pur chase agreenents.

(18) The rights and obligations of the seller and
the purchaser regarding termnation of the Dbusiness
opportunity contract or agreenent.

(19) A statenent accurately describing the grounds
upon which the purchaser may initiate legal action to
term nate the business opportunity contract or agreenent.

(20) A copy of the nost recent audited financial
statenent of the seller, prepared within 13 nonths of the
first offer in this State, together with a statenment of
any material changes in the financial condition of the
seller fromthat date. The Secretary of State may accept

the filing of areviewed financial statement in |lieu of

an audited financial statenent allowthe-seller-to-subnmit

a-timted-reviewt n-order-to-sattsfy-the-requirenents--of
t ht s- subseett on.

(21) A list of the states in which this business
opportunity is registered.

(22) A list of the states in which this disclosure
docunent is on file.

(23) A list of the states which have denied,
suspended or revoked the registration of this business
opportunity.

(24) A section entitled "R sk Factors" containing a
series of short concise statenments summarizing t he
principal factors which nmake this business opportunity a
high risk or one of a specul ative nature. Each statenent
shall include a <cross-reference to the page on which
further information regarding that risk factor can be
found in the disclosure docunent.

(25) Any additional information as the Secretary of

State may require by rule, regulation, or order.

(Source: P.A 89-209, eff. 1-1-96;, 90-70, eff. 7-8-97.)
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(815 1 LCS 602/ 5-60)

Sec. 5-60. Investigations and subpoenas.

(a) The Secretary of State:

(1) my rmake such public or private investigations
within or outside of this State as the Secretary of State
deens necessary to determne whether any person has
violated or is about to violate any provision of this Law
or any rule, regulation, or order under this Law, or to
aid in the enforcement of this Law or in the prescribing
of rules and forns under this Law,

(2) may require or permt any personto file a
statenment, under oath or otherwise as the Secretary of
State determines, as to all the facts and circunstances
concerning the matter to be investigated; and

(3) my publ i sh i nformation concer ni ng any
violation of this Law or any rule, regulation, or order
under this Law.

(b) For the purpose of any investigation or proceeding
under this Law, the Secretary of State or his or her designee
may admnister oaths and affirmations, subpoena w tnesses,
conpel their attendance, take evidence and require, by

subpoena or other |l awful neans provided by this Act or the

rules adopted by the Secretary of State, the production of

any books, papers, correspondence, nenoranda, agreenents, or
ot her docunents or records which the Secretary of State deens
rel evant or material to the inquiry.

(c) In case of contumacy by, or refusal to obey a
subpoena i ssued to any person, through the Ofice of the
Attorney General may bring an appropriate action in any
circuit court of the State of Illinois for the purpose of
enforcing the subpoena.

(d) It shall be a violation of the provisions of this
Law for any person to fail to file wth the Secretary of

State any report, docunment, or statenent required to be filed
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under the provisions of this Section or to fail to conply
with the ternms of any order of the Secretary of State issued
pursuant to this Law.

(Source: P.A 89-209, eff. 1-1-96; 90-70, eff. 7-8-97.)

(815 I LCS 602/ 5-65)

Sec. 5-65. Renedies. \Wenever it appears to the Secretary
of State that any person has engaged in or is about to engage
in any act or practice constituting a violation of any
provision of this Law or any rule, regulation, or order under
this Law, the Secretary of State nmay:

(1) |Issue an order, anything contained in this Law
to the contrary notw thstanding, directing the person to
cease and desist fromcontinuing the act or practice. Any
person nanmed in a cease and desist order issued by the
Secretary of State may, wthin 30 days after the date of
the entry of the order, file a witten request for a
hearing with the Secretary of State. If the Secretary of
State does not receive a witten request for a hearing
within the tine specified, the cease and desist order
will be permanent and the person named in the order wll
be deened to have waived all rights to a hearing. If a
hearing is requested, the order wll remain in force
until it is nodified, vacated, rescinded or expunged by
the Secretary of State.

(1.5) Prohibit or suspend the offer or sale of any
busi ness opportunity, prohibit or suspend any person
from offering or selling any business opportunities,
i npose any fine for violation of this Law, issue an order
of public censure, or enter into an agreed settlenent or
stipulation. No such order my be entered w thout
appropriate prior notice to all interested parties,
opportunity for hearing, and witten findings of fact and

concl usi ons of | aw.
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(2) Bring an action in the circuit court of any
county to enjoin the acts or practices and to enforce
conpliance wth this Law or any rule, regulation, or
order under this Law. Upon a proper showing a permanent
or tenporary injunction, restraining order, or wit of
mandanus shall be granted and a receiver or conservator
may be appointed for the defendant or the defendant's
assets or the court may order rescission, which shal
include restitution plus the legal interest rate, for any
sal es of business opportunities determ ned to be unl awf ul
under this Law or any rule, regulation, or order under
this Law. The court shall not require the Secretary of
State to post a bond.

(3) The Secretary of State may refer such evi dence
as may be avail abl e concerning violations of this Law or
any rule, regulation, or order wunder this Lawto the
Attorney Ceneral or the appropriate State's Attorney, who
may, with or without such a reference, institute the
appropriate proceedi ngs under this Section.

(4) In addition to any other sanction or renedy
contained in this Section, the Secretary of State, after
finding that any provision of this Law has been vi ol at ed,
may inpose a fine as provided by rule or order against
the violator not to exceed $10,000 per violation, and
may issue an order of public censure against the

violator, and charge as costs of the investigation al

reasonabl e expenses, including attorney's fees and

wi t ness fees.

(5) Notw thstanding the foregoing, the Secretary of
State, after notice and opportunity for hearing, my at
his or her discretion enter into an agreed settlenent,
stipulation, or consent order wth a respondent in
accordance wth t he provi si ons of t he I11inois

Adm ni strative Procedure Act. The provisions of the
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agreed settlenent, stipulation, or consent order shal
have the full force and effect of an order issued by the
Secretary of State.

(6) The action of the Secretary of State in
denyi ng, suspending, or revoking the registration of a
busi ness opportunity, in prohibiting or suspending a
person fromoffering or selling business opportunities,
in prohibiting or suspending the offer or sale of
busi ness opportunities, in inposing any fine for
violation of this Law, or in issuing any order shall be
subject to judicial review under the Admnistrative
Review Law which shall apply to and govern every action
for the judicial review of final actions or decisions of
the Secretary of State under this Law

(Source: P.A 89-209, eff. 1-1-96;, 90-70, eff. 7-8-97.)

(815 | LCS 602/ 5- 95)

Sec. 5-95. Fraudul ent and prohibited practices.

(a) It is wunlawful for any person, in connection with
the offer or sale of any business opportunity in this State
or any offer or sale pursuant to the exenptions granted under
subdi vi si ons 5-10(a), (c), (d), or (h), directly or
indirectly:

(1) To enploy any device, schenme or artifice to
def r aud,

(2) To make any untrue statenent of a material fact
or to omt to state a material fact necessary in order to
make t he statenents made, in the light of the
ci rcunst ances under which they are nmade, not m sl eadi ng;
or

(3) To engage in any act, practice or course of
busi ness which operates or would operate as a fraud or
deceit upon any person.

(b) No person shall, either directly or indirectly, do
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any of the follow ng:

(1) offer or sell any business opportunity wthout

regi stration under this Act unless the person offering or

selling the opportunity is exenpt under the Act;

(2) fail to file wth the Secretary of State any

application, report, docunent, or answer required to be

filed wunder the provisions of this Act or any rul e nade

by the Secretary of State pursuant to this Act or fail to

conply with the terns of any order issued pursuant to

this Act or any rules adopted by the Secretary of State;

or

(3) fail to keep or maintain any records as is

required under the provisions of this Act or any rule

adopted by the Secretary of State pursuant to this Act.

(Source: P.A 89-209, eff. 1-1-96;, 90-70, eff. 7-8-97.)

(815 I LCS 602/ 5-145 new)

Sec. 5-145. Service of process.

(a) The offer or sale of business opportunities in this

State by any person, unless exenpt fromregistrati on under

this Act, shall constitute an appoi ntnent of the Secretary of

State, or his or her successors in office, by the person to

be the true and |awful attorney for the person upon whom nay

be served all lawful process in any action or proceeding

against the person, arising out of the offer or sale of the

securities.

(b) Service of process under this Section shall be nade

by serving a copy upon the Secretary of State or any enpl oyee

in his or her office designated by the Secretary of State to

accept such service for himor her, provided notice and a

copy of the process are, within 10 days after receiving the

noti ce and process, sent by registered nmmil or certified
mail, return receipt requested, by the plaintiff to the
defendant, at the | ast known address of the defendant. The
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as established pursuant to Section 5-30 of this Act, and

shall not be returnable in any event. The Secretary of State

shall keep a record of all processes each of which shall show

the day of the service.
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