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A MESSAGE FROM THE ATTORNEY GENERAL

Franchising continues to provide unique opportunities to businesses that want to expand and
to business buyers who want the benefit of the franchisor's leadership with a proven product or
service.

It is vital to your success as a franchisor or franchisee that you understand the obligations
and rights set out in the Illinois franchise laws.

The Franchise Bureau of the Attorney General's Office administers the Franchise Disclosure
Act with the goal of encouraging business development, while protecting the interests of the
franchisor, franchisee and Illinois residents.

My office has cooperated with the other states regulating franchising and the Federal Trade
Commission to streamline the requirements franchisors must meet in Illinois. Our registration and
regulatory system has earned acclaim from both large and small businesses and is an important
factor in the excellent franchising business climate in Illinois.

I am sure you will find this handbook helpful. My Franchise Bureau also stands ready to
assist you, your attorney or accountant if there are any questions about your obligations or rights.

Sincerely,
Lisa Madigan
Illinois Attorney General
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INTRODUCTION

This publication provides in a single source, the Illinois Franchise Disclosure Act (“Act”)
and the Rules (“Rules”) made pursuant to the Act. The Uniform Franchise Offering Circular
(“UFOC ) disclosure document required by all states regulating franchises, and which format
has been approved by the Federal Trade Commission (FTC), is part of the Illinois Rules in
Appendix A, Illustration L.

For your convenience, a Table of Contents for the Act is cross-referenced to the Rules.
The Rules have their own, separate Table of Contents. The text of the Act is provided in this
publication without legislative references and the “notes” after some sections are not part of the
Act, but represent some of the cross-references you may be interested in. There is also an index
at the end of the reference book that applies to both the Act and the Rules.

If you have determined that the business entity you are concerned about is not a
franchise, you may want to refer to the last part of this book where a brief reference is made to
the Illinois Business Opportunity Sales Law administered by the Secretary of State. You will
also find a brief reference to the Illinois Business Brokers Act, which may be of interest to
Franchise Brokers as well as other business matchmakers.

An agreement claiming that the business will or will not be a franchise is not controlling.
The entire contract must be reviewed to determine if it meets the statutory definition of a
franchise.

Many other laws may apply to the business entity you would like to create, sell or buy,
which makes it very important for you to consult with your attorney before committing your
resources to a particular business.

The Attorney General and his staff are not permitted to give legal advice to individuals or
business entities. The information that follows, including various notes or comments, is provided
for your convenience and not for the purposes of providing legal advice. Every reasonable
attempt has been made to proofread this publication for accuracy, but it is your responsibility to
read the precise language of the Act and Rules in the official publications for which references
have been provided.

The Act and Rules are current as of January 1, 2003.
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FRANCHISE DISCLOSURE ACT OF 1987
815 ILCS 705/1-44 (1999)
705/1 SHORT TITLE
§1. This Act may be cited as the Franchise Disclosure Act of 1987.
705/2 FINDINGS AND PURPOSE

§2. (1) The General Assembly finds and declares that the sale of franchises is a widespread
business activity. Illinois residents have suffered substantial losses where franchisors or their
representatives have not provided full and complete information regarding the franchisor-
franchisee relationship, the details of the contract between the franchisor and franchisee, the
prior business experience of the franchisor and other factors relevant to the franchise offered for
sale.

) It is the intent of this Act:

(a) to provide each prospective franchisee with the information necessary to make
an intelligent decision regarding franchises being offered for sale; and

(b) to protect the franchisee and the franchisor by providing a better understanding
of the business and the legal relationship between the franchisee and the
franchisor.

705/3 DEFINITIONS
§3.  Asused in this Act:

(1) “Franchise’” means a contract or agreement, either expressed or implied, whether
oral or written, between two or more persons by which:

(a) a franchisee is granted the right to engage in the business of offering, selling, or
distributing goods or services, under a marketing plan or system prescribed or
suggested in substantial part by a franchisor; and

(b) the operation of the franchisee’s business pursuant to such plan or system is
substantially associated with the franchisor’s trademark, service mark, trade
name, logotype, advertising, or other commercial symbol designating the
franchisor or its affiliate; and

(c) the person granted the right to engage in such business is required to pay,

directly or indirectly, a franchise fee of $500 or more; [Note: also see Rules
102 through 108]
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Provided that this Act shall not apply to any of the following persons, entities or
relationships which may involve or acquire a franchise or any interest in a franchise:
[Note: also see Rules 200-202]:

(1) any franchised business which is operated by the franchisee on the premises of
the franchisor or subfranchisor as long as such franchised business is incidental to the
business conducted by the franchisor or subfranchisor at such premises, including,
without limitation, leased departments and concessions; or

(i) a fractional franchise. A “fractional franchise” means any relationship in

which the person described therein as a franchisee, or any of the current directors or
executive officers thereof, has been in the type of business represented by the
franchise relationship for more than 2 years and the parties anticipated, or should
have anticipated, at the time the agreement establishing the franchise relationship was
reached, that the sales arising from the relationship would represent no more than
20% of the sales in dollar volume of the franchisee for a period of at least one year
after the franchisee begins selling the goods or services involved in the franchise; or

(iii)) a franchise agreement for the use of a trademark, service mark, trade name,
logotype, advertising, or other commercial symbol designating a person who offers
on a general basis, for a fee or otherwise, a bona fide service for the evaluation,
testing, or certification of goods, commodities, or services.

2) “Franchisee” means a person to whom a franchise is granted and includes, unless stated
otherwise in this Act:

(a) asubfranchisor with regard to its relationship with a franchisor and
(b) asubfranchisee with regard to its relationship with a subfranchisor.

3) “Franchisor” means a person who grants a franchise and includes a subfranchisor with
regard to its relationship with a franchisee, unless stated otherwise in this Act. [Note: also see
Rule 702]

4) “Subfranchise’” means any contract or agreement between a franchisor and a
subfranchisor whereby the subfranchisor is granted the right, in consideration of the payment of
a franchise fee in whole or in part for such right, to service franchises or to sell or negotiate the
sale of franchises. Where used in this Act, unless specifically stated otherwise, “franchise”
includes “subfranchise.”

(5) “Subfranchisor” means a person to whom the right to sell subfranchises is granted.
Note: also see Rule 702]

(6) “Order” means a consent, authorization, approval, prohibition, or requirement
applicable to a specific case issued by the Attorney General Administrator.
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7 “Person” means an individual, a corporation, a partnership, a joint venture, an
association, a joint stock company, a trust, or an unincorporated organization.

(8) “Rule” means any published regulation or standard of general application issued by the
Administrator.

9 ““Sale” or “sell” includes every contract or agreement of sale of, contract to sell, or
disposition of, a franchise or interest in a franchise for value.

(10)  ““State” means the State of Illinois.
(11)  “Fraud” and ““deceit’ are not limited to common law fraud or deceit.

(12)  ““Offer” or “offer to sell” includes every attempt to offer to dispose of, or solicitation of
an offer to buy, a franchise, any interest in a franchise or an option to acquire a franchise for
value. [Note: also see Definition (201)]

(13)  ““Publish” means publicly to issue or circulate by newspaper, mail, radio, or television,
or
otherwise to disseminate to the public.

(14)  “Franchise fee” means any fee or charge that a franchisee is required to pay directly or
indirectly for the right to enter into a business or sell, resell, or distribute goods, services or
franchises under an agreement, including, but not limited to, any such payment for goods or
services, provided that the Administrator may by rule define what constitutes an indirect
franchise fee, and provided further that the following shall not be considered the payment of a
franchise fee:

(a) the payment of a reasonable service charge to the issuer of a credit card by an
establishment accepting or honoring such credit card;

(b) amounts paid to a trading stamp company by a person issuing trading stamps in
connection with the retail sale of merchandise or services;

(c) the purchase or agreement to purchase goods for which there is an established
market at a bona fide wholesale price;

(d) the payment for fixtures necessary to operate the business;

(e) the payment of rent which reflects payment for the economic value of the property;
or

(f) the purchase or agreement to purchase goods for which there is an established
market at a bona fide retail price subject to a bona fide commission or
compensation plan. The Administrator may by rule define what shall constitute an
established market. [Note: also see Rules 107, 108]

14



(15) “Disclosure statement” means the document provided for in Section 16 of this Act and
all amendments to such document.

(16)  “Write” or “written’ shall include printed, lithographed or any other means of graphic
communication.

(17)  (Blank).

(18) ““Marketing plan or system” means a plan or system relating to some aspect of the
conduct of a party to a contract in conducting business, including but not limited to

(a) specification of price, or special pricing systems or discount plans,

(b) use of particular sales or display equipment or merchandising devices,

(c) use of specific sales techniques,

(d) use of advertising or promotional materials or cooperation in advertising efforts;

provided that an agreement is not a marketing plan or system solely because a manufacturer or
distributor of goods reserves the right to occasionally require sale at a special reduced price
which is advertised on the container or packaging material in which the product is regularly sold,
if the reduced price is absorbed by the manufacturer or distributor.

(19)  ““Administrator” means the Illinois Attorney General. [Note: also see Rule 112]

(20) (a) An offer to sell a franchise is made in this State when the offer either originates
from this State or is directed by the offeror to this State and received at the place to
which it is directed. An offer to sell is accepted in this State when acceptance is
communicated to the offeror in this State; and acceptance is communicated to the
offeror in this State when the offeree directs it to the offeror in this State reasonably
believing the offeror to be in this State and it is received at the place to which it is
directed.

(b) An offer to sell a franchise is not made in this State merely because the franchisor
circulates or there is circulated in this State an advertisement in (i) a bona fide
newspaper or other publication of general, regular and paid circulation which has
had more than 2/3 of its circulation outside this State during the past 12 months, or
(i1) a radio or television program originating outside this State which is received in
this State. [Note: also see definition §3(12) of this Act; and Rules 115 and 306]

(21)  “Franchise broker” means any person engaged in the business of representing a

franchisor in offering for sale or selling a franchise and is not a franchisor or an officer, director
or employee of a franchisor with respect to such franchise. A franchisee shall not be a franchise
broker merely because it receives a payment from the franchisor in consideration of the referral
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of a prospective franchisee to the franchisor, if the franchisee does not otherwise participate in
the sale of a franchise to the prospective franchisee. A franchisee shall not be deemed to

participate in a sale merely because he responds to an inquiry from a prospective franchisee.
[Note: also see §5(3) and §13 of this Act; and Rules 116, 202 b), ¢) & d); 900 and 901]

(22)  “‘Salesperson’ means any person employed by or representing a franchise broker in
effecting or attempting to effect the offer or sale of a franchise.

705/4 JURISDICTION AND VENUE

§4. Any provision in a franchise agreement that designates jurisdiction or venue in a forum
outside of this State is void, provided that a franchise agreement may provide for arbitration in a
forum outside of this State. [Note: also see Rule 608]

705/5 PROHIBITED PRACTICES

§5. (1) Sale of unregistered franchise unlawful. It is unlawful for any person to offer or sell
any franchise required to be registered under this Act unless the franchise has been registered
under this Act or is exempt under this Act. [Note: also see Rules 115 and 306]

(2) Failure to deliver a disclosure statement unlawful. It is unlawful for any person to
offer or sell any franchise which is required to be registered under this Act without first
providing to the prospective franchisee at least 14 days prior to the execution by the prospective
franchisee of any binding franchise or other agreement, or at least 14 business days prior to the
receipt by such person of any consideration, whichever occurs first, a copy of a disclosure
statement meeting the requirements of this Act and registered by the Administrator, together
with a copy of all proposed agreements relating to the sale of the franchise. For the purposes of
this Act, delivery of a disclosure statement to a general partner of a partnership shall constitute
delivery to the partnership and its partners and delivery of a disclosure statement to a principal
officer of a corporation shall constitute delivery to the corporation and its shareholders. [Note:
also see Rule 109]

(3) Sale of franchise by unregistered franchise broker unlawful. It is unlawful for any
franchise required to be registered under this Act to be offered for sale or sold in this State by a
franchise broker subject to this Act who is not first registered under this Act unless exempt from
registration. [Note: also see §3(21) and §13 of this Act; Rules 900 and 901]

(4) Filing of untrue report unlawful. It is unlawful for any person to make or cause to be
made any untrue statement of a material fact in any application, notice, or report filed with the
Administrator, or to omit to state in any application, notice, or report any material fact, or to fail
to notify the Administrator of any material change in such application, notice, or report, as
required by this Act.
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705/6 FRAUDULENT PRACTICES

§6.  In connection with the offer or sale of any franchise made in this State, it is unlawful for
any person, directly or indirectly, to: [Note: also see Rules 300 through 304]

(a) employ any device, scheme, or artifice to defraud;

(b) make any untrue statement of a material fact or omit to state a material fact
necessary in order to make the statements made, in the light of the circumstances
under which they are made, not misleading; or

(c) engage in any act, practice, or course of business which operates or would operate
as a fraud or deceit upon any person.

For the purposes of this Section 6, a sale of a franchise is made in this State when:

(i) an offer to sell or buy a franchise is made in this State and accepted within or
outside of this State, or

(i)  an offer to sell or buy a franchise is made outside of this State and accepted in
this State, or

(iii)  the offeree is domiciled in this State, or
(iv)  the franchised business is or will be located in this State.

705/7 SALE BY FRANCHISEE AND EXTENSION
OR RENEWAL OF EXISTING FRANCHISE

§7. There shall be exempted from the provisions of Sections 5, 10, 11, 13 and 15 of this Act
the offer or sale of a franchise by a franchisee for its own account if the sale is not effected by or
through a franchisor. A sale is not effected by or through a franchisor merely because a
franchisor has a right to approve or disapprove a different franchisee or requires payment of a
reasonable transfer fee.

There shall be exempted from the provisions of Sections 5, 10, 11, 13 and 15 of this Act
the extension or renewal of an existing franchise or the exchange or substitution of a modified or
amended franchise agreement where there is no interruption in the operation of the franchise
business by the franchisee.

705/8 EXEMPTIONS

§8. There shall be exempted from the provisions of Sections 5, 10, 11, 13 and 15 of this Act
the offer and sale of a franchise if the prospective franchisee qualifies as one of the following:
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any bank as defined in Section 3(a)(2) of the Securities Act of 1933 [15 U.S.C. § 77c] whether
acting in its individual or fiduciary capacity or as an insurance company as

defined in Section 2(13) of that Act [15 U.S.C. § 77b].
[Note: also see §3(1)(i),(ii)&(iii) of this Act; Rules 117 and 202; 815 ILCS 715/10.1 and
720/1.1(2)]

705/9 EXEMPTIONS FROM DISCLOSURE STATEMENT
AND REGISTRATION REQUIREMENTS
GRANTED BY ADMINISTRATOR

§9. The Administrator may by rule or order provide that any information required by Section
16 of this Act to be included in the disclosure statement need not be included in respect of any
class of franchises if he finds that the requirement of such information is inapplicable to such
class and that disclosure fully adequate for the protection of prospective franchisees is otherwise
required to be included within the disclosure statement.

The Administrator may by rule or order, and subject to such terms and conditions as he
may prescribe, exempt any franchise, franchisor, subfranchisor, or franchise broker from
Sections 5, 10, 11 and 13 of this Act if he finds that the enforcement of this Act is not necessary
(1) in the public interest, or (2) for the protection of any class of prospective franchisees, or (3)
by reason of the investment involved, or (4) because of the limited character of the offering.
[Note: also see Rule 201]

The disclosure statement required by Section 16 need not be furnished to a franchisee
who has already been furnished with a copy of such disclosure statement in connection with a
prior purchase of a franchise by such franchisee, provided that no material amendments have
been made to such disclosure statement since it was furnished to such franchisee.

705/10 REGISTRATION AND ANNUAL REPORT

§10. No franchisor may sell or offer to sell a franchise in this State if (1) the franchisee is
domiciled in this State or (2) the offer of the franchise is made or accepted in this State and the
franchise business is or will be located in this State, unless the franchisor has registered the
franchise with the Administrator by filing such form of notification and disclosure statement as
required under Section 16.

The registration of a franchise shall become effective on the 21st day after the date of the
filing of the required materials, unless the Administrator has denied registration under
subdivision (a)(3) of Section 22.

Annually, but not later than one business day before the anniversary date of the
registration, the franchisor shall file the disclosure statement updated as of a date within 120
days of the anniversary date of the registration. [Note: also see §6(b) and §11 of this Act; and
Rules 118, 119, 120, 600, 603, 610, 701 and 702]
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705/11 AMENDMENTS

§11.  Within 90 days of the occurrence of any material change in any facts required to be
disclosed, a franchisor whose franchise is registered under this Act shall amend its disclosure
statement and shall deliver the amended disclosure statement in accordance with the
requirements of subsection (2) of Section 5 and Section 16 of this Act to any prospective
franchisee, including prospective franchisees to whom a disclosure statement was previously
delivered if the material change relates to or affects the franchisor or the franchise offered to
such prospective franchisees.

The amended disclosure statement shall be filed with the Administrator. An amendment
shall not be required if the terms of the franchise agreement merely reflect changes from the
franchisor’s registered franchise made pursuant to negotiations between the franchisee and the
franchisor.

The fact that the franchise is considered to be registered is not a finding that the amended
disclosure statement complies with the standard of disclosure required by this Act. [Note: also
see Rules 110 and 114]

705/12 PERIOD OF EFFECTIVENESS

§12. The registration of a franchise and the disclosure statement used in connection therewith
shall continue to be effective unless the Administrator issues an order suspending, terminating,
prohibiting or denying the sale or registration of the franchise under this Act.

705/13 REGISTRATION OF FRANCHISE BROKERS

§13. A franchise broker shall not offer or sell a franchise which is required to be registered
under this Act unless the franchise broker first registers under this Act by filing an application in
a form prescribed by the Administrator and a consent to service of process, if required, and shall
file with the Administrator, for each salesperson who represents the franchise broker in the offer
or sale of franchises which are required to be registered under this Act such information as the
Administrator may by rule require. The Administrator may prescribe rules governing the sale of
a franchise by a franchise broker including qualifications, conduct, suspension, termination,
prohibition or denial of the registration of a franchise broker. The registration of a franchise
broker shall be effective for a period of one year from the registration date, and may be renewed
for periods of one year, unless the Administrator by rule or order prescribes a different period.
[Note: also see Rules 900-901 and Appendix B]

705/14 EFFECT OF REGISTRATION
§14. The fact that a franchise has been registered by the Administrator is not a finding by the
Administrator that the disclosure statement filed with the Administrator in connection with that

registration is in any way true, accurate or complete in substance or on its face, or to be held to
mean that the Administrator has in any way passed upon the merits or given approval to such
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franchise. It is unlawful to make, or cause to be made, to any prospective franchisee any express
or implied representation contrary to the foregoing or to advertise or represent that the
Administrator approves of or recommends any franchise.

705/15 ESCROW OF FRANCHISE FEES; SURETY BONDS

§15. If the Administrator finds that a franchisor has failed to demonstrate that adequate
financial arrangements have been made to fulfill obligations to provide real estate,
improvements, equipment, inventory, training, or other items to be included in the establishment
and opening of the franchise business being offered, the Administrator may by rule or order
require the escrow or impoundment of franchise fees and other funds paid by the franchisee until
such obligations have been fulfilled, or, at the option of the franchisor, the furnishing of a surety
bond as provided by rule of the Administrator, if he finds that such requirement is necessary and
appropriate to protect prospective franchisees. [Note: also see Rules 500 and 502-508; and
Appendices C, D, E and F]

705/16 FORM AND CONTENTS OF DISCLOSURE STATEMENTS

§16. The disclosure statement required under this Act shall be prepared in accordance with the
Uniform Franchise Offering Circular Guidelines as adopted and amended by the North American
Securities Administrators Association, Incorporated.

All statements in the disclosure statement shall be free from any false or misleading
statement of a material fact, shall not omit to state any material fact required to be stated or
necessary to make the statements not misleading, and shall be accurate and complete as of the
effective date thereof. [Note: also see Rules 118-119, 600, 603-606, 701 and 702]

705/17 PARTICIPATION IN TRADE ASSOCIATIONS

§17. It shall be an unfair franchise practice and a violation of this Act for a franchisor to in
any way restrict any franchisee from joining or participating in any trade association.

705/18 DISCRIMINATION

§18. It shall be an unfair franchise practice and a violation of this Act for any franchisor to
unreasonably and materially discriminate between franchisees operating a franchised business
located in this State in the charges offered or made for franchise fees, royalties, goods, services,
equipment, rentals or advertising services, if such discrimination will cause competitive harm to
a franchisee who competes with a franchisee that received the benefit of the discrimination,
unless and to the extent that any classification of or discrimination between franchisees is:

(a) based on franchises granted at different times, and such discrimination is
reasonably related to such differences in time;

(b) related to one or more programs for making franchises available to persons with
insufficient capital, training, business experience or education, or lacking other
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(©)

(d)

(e

§19. (a)

(b)

(©

qualifications;

related to local or regional experimentation with or variations in product or service
lines or business formats or designs;

related to efforts by one or more franchisees to cure deficiencies in the operation of
franchise businesses or defaults in franchise agreements; or

based on other reasonable distinctions considering the purposes of this Act and is
not arbitrary.

705/19 TERMINATION OF A FRANCHISE

It shall be a violation of this Act for a franchisor to terminate a franchise of a
franchised business located in this State prior to the expiration of its term except for
“good cause” as provided in subsection (b) or (c) of this Section.

“Good cause” shall include, but not be limited to, the failure of the franchisee to
comply with any lawful provisions of the franchise or other agreement and to cure
such default after being given notice thereof and a reasonable opportunity to cure
such default, which in no event need be more than 30 days.

“Good cause” shall include, but without the requirement of notice and an
opportunity to cure, situations in which the franchisee:

(1) makes an assignment for the benefit of creditors or a similar disposition of the
assets of the franchise business;

(2) voluntarily abandons the franchise business;
(3) 1is convicted of a felony or other crime which substantially impairs the good
will associated with the franchisor’s trademark, service mark, trade name or

commercial symbol; or

(4) repeatedly fails to comply with the lawful provisions of the franchise or other
agreement.

705/20 NONRENEWAL OF A FRANCHISE

§20. It shall be a violation of this Act for a franchisor to refuse to renew a franchise of a
franchised business located in this State without compensating the franchisee either by
repurchase or by other means for the diminution in the value of the franchised business caused
by the expiration of the franchise where:

(a)

the franchisee is barred by the franchise agreement (or by the refusal of the
franchisor at least 6 months prior to the expiration date of the franchise to waive
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any portion of the franchise agreement which prohibits the franchisee) from
continuing to conduct substantially the same business under another trademark,
service mark, trade name or commercial symbol in the same area subsequent to the
expiration of the franchise; or

(b) the franchisee has not been sent notice of the franchisor’s intent not to renew the
franchise at least 6 months prior to the expiration date or any extension thereof of
the franchise.

705/21 FRANCHISE ADVISORY BOARD

§21. There is created in the Office of the Administrator a Franchise Advisory Board. The
Franchise Advisory Board shall consist of such members as the Administrator deems appropriate
to advise him on franchising and franchise related matters. The members shall be persons who
have knowledge and experience in franchising. The members of the Franchise Advisory Board
shall serve at the pleasure of the Administrator. The Franchise Advisory Board from time to time
shall make recommendations concerning the administration and enforcement of this Act.
Members of the Franchise Advisory Board shall serve without compensation but shall be
reimbursed for actual and necessary expenses incurred in their official capacities. The Board
shall select its own chairman, establish rules and procedures, and keep a record of matters
transpiring at all meetings.

705/22 ENFORCEMENT

§22. (a) The Administrator may suspend, terminate, prohibit or deny the sale of any
franchise or registration of any franchise, or franchise broker or salesperson if it
appears to him that:

(1) there has been a failure to comply with any of the provisions of this Act or the
rules or orders of the Administrator pertaining thereto; or

(2) that the disclosure statement or any amendment thereto includes any false or
misleading statement of a material fact or omits to state any material fact
required to be stated therein or necessary to make the statements therein not
misleading; or

(3) that the disclosure statement filed in conjunction with an initial registration
under Section 10 is materially deficient. A disclosure statement is “materially
deficient” if it fails to comply with the requirements of the Uniform Franchise
Offering Circular Guidelines referred to in Section 16; or

(4) that the sale of the franchise would constitute a misrepresentation, deceit or
fraud upon prospective franchisees; or

(5) that any person in this State is engaging in or about to engage in false,
fraudulent or deceptive practices or any device, scheme, or artifice to defraud
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in connection with the offer or sale of the franchise; or

(6) that any person identified in the disclosure statement or any person engaged in
the offer or sale of the franchise in this State has been convicted of an offense,
is subject to an order or civil judgment or is a defendant in a proceeding
required to be described in the disclosure statement and the involvement of
such person creates an unreasonable risk to prospective franchisees; or

(7) (blank); or
(8) (blank); or

(9) that the franchisor’s enterprise or method of business includes or would
include activities which are illegal where performed.

In no case shall the Administrator, or any person designated by him, in the administration
of this Act, incur any official or personal liability by issuing an order or other proceeding or by
suspending, denying, prohibiting or terminating the registration of a franchise broker or
salesperson, or by denying, suspending, terminating or prohibiting the registration of franchises,
or prohibiting the sale of franchises, or by suspending or prohibiting any person from acting as a
franchise broker or salesperson.

The Administrator may exercise any of the powers specified in Section 31 of this Act.

(b) The Administrator, with such assistance as he may from time to time request of the
state’s attorneys in the several counties, may institute proceedings in the circuit
court to prevent and restrain violations of this Act or of any rule or order prescribed
or issued under this Act. In such a proceeding, the court shall determine whether a
violation has been committed, and shall enter such judgment or decree as it
considers necessary to remove the effects of any violation and to prevent such
violation from continuing or from being renewed in the future. The court, in its
discretion, may exercise all powers necessary for this purpose, including, but not
limited to, injunction, revocation, forfeiture or suspension of the charter, franchise,
certificate of authority or privileges of any corporation, association, limited
partnership or other business organization operating under the laws of this State,
dissolution of domestic corporations or associations, suspension or termination of
the right of foreign corporations or associations to do business in this State, or
restitution or payment of damages by a franchisor to persons injured by violations
of this Act, including without limitation an award of reasonable attorneys fees and
costs.
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705/23 HEARINGS AND NOTICE OF ORDER
SUSPENDING, TERMINATING, PROHIBITING OR
DENYING SALES OR REGISTRATION

§23. The Administrator may summarily issue an order prohibiting, suspending, terminating or
denying the sale of a franchise or registration of a franchise or franchise broker if such order is
within the public interest and Section 22 of this Act, provided the Administrator shall promptly
notify the person or entity affected, in writing, of the entry of an order under this Act and of the
reasons therefor. Upon receipt of a written request from such person or entity, the matter will be
set down for hearing to commence within 10 days after such receipt unless the franchisor, or
franchise broker consents to a later date. If a hearing is not requested within 15 days from the
date of the order and none is ordered by the Administrator, the order will remain in effect until it
is modified or vacated by the Administrator. If a hearing is requested or ordered, the
Administrator, after notice and hearing, may modify or vacate the order or extend it until its final
determination. [Note: also see Rule 404]

705/24 CIVIL PENALTIES

§24. In lieu of any penalty provided pursuant to Section 25 of this Act, and in addition to an
action pursuant to subsection (b) of Section 22 of this Act, the Administrator may bring an action
in the name and on behalf of the people of the State against any person, trustee, manager or other
officer or agent of a corporation, or against a corporation, domestic or foreign, to recover a
penalty in a sum not to exceed $50,000 per violation for the doing in this State of any act herein
declared illegal. The action must be brought within 3 years after the commission of the act upon
which it is based.

705/25 CRIMINAL PROSECUTION

§25. Any person who willfully sells a franchise in this State without complying with Sections
5,6, 10, 11, 13 or 15 of this Act or who in a disclosure statement or an amendment thereto
willfully makes any false or misleading statement of a material fact or willfully omits to state
any material fact required to be stated therein or necessary to make the statements therein not
misleading, commits a class 2 felony and upon conviction shall be subject to such punishment as
provided by law. The Administrator, with such assistance as he may from time to time request of
the State’s Attorneys in the several counties, shall investigate suspected criminal violations of
this Act and shall commence and try all prosecutions under this Act. Prosecutions under this Act
may be commenced by information or indictment. With respect to the commencement and trial
of such prosecutions instituted by the Administrator, the Administrator shall have all of the
powers and duties vested by law in the state’s attorneys with respect to criminal prosecutions
generally. A prosecution for any offense under this Act must be commenced within 3 years after
the commission thereof. Nothing in this Act limits the power of the State to punish any person
for any conduct which constitutes a crime under any other statute.
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705/26 PRIVATE CIVIL ACTIONS

§26. Any person who offers, sells, terminates, or fails to renew a franchise in violation of this
Act shall be liable to the franchisee who may sue for damages caused thereby. This amendatory
Act of 1992 is intended to clarify the existence of a private right of action under existing law
with respect to the termination or nonrenewal of a franchise in violation of this Act. In the case
of a violation of Section 5, 6, 10, 11, or 15 of the Act, the franchisee may also sue for rescission.

No franchisee may sue for rescission under this Section 26 who shall fail, within 30 days
from the date of receipt thereof, to accept an offer to return the consideration paid or to
repurchase the franchise purchased by such person. Every offer provided for in this Section shall
be in writing, shall be delivered to the franchisee or sent by certified mail addressed to the
franchisee at such person’s last known address, shall offer to return any consideration paid or to
repurchase the franchise for a price equal to the full amount paid less any net income received by
the franchisee, plus the legal rate of interest thereon, and may require the franchisee to return to
the person making such offer all unsold goods, equipment, fixtures, leases and similar items
received from such person. Such offer shall continue in force for 30 days from the date on which
it was received by the franchisee and shall advise the franchisee of such rights and the period of
time limited for acceptance thereof. Any agreement not to accept or refusing or waiving any
such offer made during or prior to the expiration of said 30 days shall be void.

The term “franchisee” as used in this Section shall include the personal representative or
representatives of the franchisee.

Every person who directly or indirectly controls a person liable under this Section 26,
every partner in a firm so liable, every principal executive officer or director of a corporation so
liable, every person occupying a similar status or performing similar functions, and every
employee of a person so liable, who materially aids in the act or transaction constituting the
violation, is also liable jointly and severally with and to the same extent as such person, unless
said person who otherwise is liable had no knowledge or reasonable basis to have knowledge of
the facts, acts or transactions constituting the alleged violation.

Every franchisee in whose favor judgment is entered in an action brought under this
Section shall be entitled to the costs of the action including, without limitation, reasonable
attorney's fees.

705/27 PERIODS OF LIMITATION

§27. No action shall be maintained under Section 26 of this Act to enforce any liability created
by this Act unless brought before the expiration of 3 years after the act or transaction
constituting the violation upon which it is based, the expiration of one year after the franchisee
becomes aware of facts or circumstances reasonably indicating that he may have a claim for
relief in respect to conduct governed by this Act, or 90 days after delivery to the franchisee of a
written notice disclosing the violation, whichever shall first expire. No cause of action barred
under existing law on the effective date of this Act shall be revived by this Act. Every cause of
action
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under this Act survives the death of any person who might have been a plaintiff or defendant.
[Note: also see Index, ‘“Limitations”]

705/28 NO OTHER CIVIL LIABILITY

§28. Except as explicitly provided in this Act, no civil liability in favor of any person shall
arise against any person by implication from or as a result of the violation of any provision of
this Act. Nothing in this Act shall limit any liability which may exist by virtue of any other
statute or under common law if this Act were not in effect. Prior law exclusively governs all
suits, actions, prosecutions, or proceedings which are pending or may be initiated on the basis of
facts or circumstances occurring before the effective date of this Act.

705/29 CERTIFICATE OF REGISTRATION
OR FILING OF ANNUAL REPORT;
ADMISSIBILITY IN EVIDENCE

§29. In any civil or criminal action brought under this Act, a Certificate under the seal of this
State, signed by the Administrator, stating whether or not a franchise is registered, or whether or
not an annual report of a franchisor has been filed under Section 10 of this Act, or whether or
not a person has registered as a franchise broker under Section 13 of this Act, shall constitute
prima facie evidence of such matter, and shall be admissible into evidence at trial without proof
of foundation or additional authenticity.

§30. (blank)
705/31 POWERS OF THE ADMINISTRATOR
§31. (a) Investigations. The Administrator may in his discretion:

(1) make such public or private investigations inside or outside this State as he
deems necessary (i) to determine whether any person has violated, is
violating, or is about to violate any provision of this Act or any rule or order
prescribed or issued under this Act or (ii) to aid in the enforcement of this Act
or in the prescribing of rules under this Act; and

(2) publish information concerning the violation of this Act or any rule or order
prescribed or issued under this Act. No actions taken or orders issued by the
Administrator shall be binding on, nor in any way preclude the Administrator
from conducting any investigation or commencing any action authorized
under this Act. The Administrator or any of his assistants may participate in
any hearings conducted by the Administrator under this Act and the
Administrator may provide such assistance as the Administrator believes
necessary to effectively fulfill the purposes of this Act.

(b) Subpoenas. For the purpose of any investigation or proceeding under this Act and
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(©)

(d)

(e)

prior to the commencement of any civil or criminal action as provided for in this
Act, the Administrator has the authority to subpoena witnesses, compel their
attendance, examine them under oath, or require the production of any books,
documents, records or tangible things, hereafter referred to as “documentary
material”, which the Administrator deems relevant or material to his investigation,
for inspection, reproducing or copying under such terms and conditions as are
hereafter set forth. Any subpoena issued by the Administrator shall contain the
following information:

(1) the statute and section thereof, the alleged violation of which is under
investigation;

(2) the date, place and time at which the person is required to appear or produce
documentary material in his possession, custody or control at a designated
office of the Administrator, which date shall not be less than 10 days from
date of service of the subpoena; and

(3) where documentary material is required to be produced, the same shall be
prescribed by class so as to clearly indicate the material demanded.

Production of documentary material. The Administrator is hereby authorized,
and may so elect to require the production, pursuant to this Section of documentary
material prior to the taking of any testimony of the person subpoenaed, in which
event such documentary material shall be made available for inspection and
copying during normal business hours at the principal place of business of the
person served, or at such other time and place as may be agreed upon by the person
served and the Administrator. When documentary material is demanded by
subpoena, said subpoena shall not (1) contain any requirement which would be
unreasonable or improper if contained in a subpoena duces tecum issued by a court
of this State; or (2) require the disclosure of any documentary material which would
be privileged, or which for any other reason would not be required by a subpoena
duces tecum issued by a court of this State.

Service of subpoenas. Service of a subpoena of the Administrator as provided
herein may be made by (1) delivery of a duly executed copy thereof to the person
served or if a person is not a natural person, to the principal place of business of the
person to be served, or (2) mailing by certified mail, return receipt requested, a duly
executed copy thereof addressed to the person to be served at his principal place of
business in this State, or, if said person has no place of business in this State, to his
principal office.

Examination of witnesses. The examination of all witnesses under this Section
shall be conducted by the Administrator, or by his deputy designated by him, before
an officer authorized to administer oaths in this State. The testimony shall be taken
stenographically or by a sound recording device and shall be transcribed.
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(f) Fees. All persons served with a subpoena by the Administrator under this Act shall
be paid the same fees and mileage as are paid to witnesses in the courts of this
State.

(g) Judicial enforcement of subpoenas. In the event a witness served with a subpoena
by the Administrator under this Act fails or refuses to obey same or to produce
documentary material as provided herein or to give testimony relevant or material
to the investigation being conducted, the Administrator may petition any circuit
court for an order requiring said witness to attend and testify or produce the
documentary material demanded. Thereafter, any failure or refusal on the part of
the witness to obey such order of court may be punishable by the court as a
contempt thereof.

(h) Immunity from prosecution. No person is excused from attending and testifying
or from producing any document or records before the Administrator in obedience
to the subpoena of the Administrator, in any proceeding instituted by the
Administrator and authorized by this Act, on the ground that the testimony or
evidence, documentary or otherwise, required of him may tend to incriminate him
or subject him to a penalty or forfeiture. No individual may be prosecuted or
subjected to any penalty or forfeiture for or on account of any transaction, matter,
or thing concerning which he is compelled, after validly claiming his privilege
against self-incrimination, to testify or produce evidence, documentary or
otherwise, except that the individual testifying is not exempt from prosecution and
punishment for perjury or contempt committed in testifying.

(i) Administrator entitled to recover costs. In any action brought under the
provisions of this Act, the Administrator is entitled to recover costs for the use of
this State.

705/32 RULES AND INTERPRETIVE OPINIONS

§32. The Administrator may make and enforce such reasonable rules as are necessary to
administer and enforce this Act. Such rules and regulations shall conform to and comply with
“The Illinois Administrative Procedure Act”, approved September 22, 1975, as amended [5
ILCS 100/1-1 et seq.]. The Administrator may in his discretion honor requests for interpretive
opinions. The Administrator shall maintain a complete collection of his interpretive opinions
which is properly indexed, a copy of which shall be made available to any person upon request
and payment of a reasonable fee to be determined by the Administrator. [Note: also see Rule
200]

705/33 HEARINGS

§33. (a) Notice required. If a hearing is requested or ordered under any provision of this
Act, the Administrator shall set the matter for hearing and notice of the time and
place for the hearing shall be sent to the franchisor at least 7 days prior to the
hearing.
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(b) Manner of giving notice. Notice required by this Section is sufficient if sent by
registered or certified mail and addressed to the franchisor at the address designated
in the disclosure statement.

(c) Opportunity to be present and heard. The parties to any hearing shall be
accorded ample opportunity to present, in person or by counsel, such statements,
testimony, evidence and argument as may be pertinent.

(d) Record. All testimony taken at any hearing before the Administrator shall be
reported stenographically or by a sound recording device and a full and complete
record shall be kept of all proceedings.

(e) Written decisions required. After a hearing, the Administrator shall issue a
written decision modifying, vacating or extending the order and shall state the
reasons for his decision.

[Note: also see Rules 400 through 411]
705/34 JUDICIAL REVIEW

§34. All final administrative decisions of the Administrator hereunder shall be subject to
judicial review pursuant to the Administrative Review Law, as amended [735 ILCS 5/3-101 et
seq.], and any rules adopted pursuant thereto. The term “administrative decision” is defined as in
Section 3-101 of the Code of Civil Procedure [735 ILCS 5/3-101].

705/35 SERVICE OF PROCESS

§35. Sufficient service of any process in any action brought under this Act may be made by
serving a copy thereof with the agency designated to receive process in the disclosure statement
filed with the Administrator or in the absence of such agent at the principal business address set
forth in the disclosure statement. Where no disclosure statement has been filed and personal
jurisdiction cannot otherwise be obtained in this State over a person who engaged in conduct
prohibited or made actionable by this Act or any rule or order hereunder, that conduct shall be
considered equivalent to the appointment of the Administrator to be such person’s attorney to
receive service of any lawful process in any noncriminal suit, action or proceeding against him
or his successor, executor, or administrator which grows out of that conduct and which is
brought under this Act or any rule or order hereunder, with the same force and validity as if
served on him personally. Service may be made by leaving a copy of the process in the office of
the Administrator, but it is not effective unless (a) the plaintiff forthwith sends notice of the
service and a copy of the process by registered or certified mail to the defendant or respondent at
his last known address or takes other steps which are reasonably calculated to give actual notice
and (b) the plaintiff's affidavit of compliance with this Section is filed in the case on or before
the return day of the process, if any, or within such further time as the court allows.

29



705/36 BOOKS AND RECORDS

§36. Every franchisor selling franchises in this State shall at all times keep and maintain a
complete set of books, records and accounts of such sales.

§37. (a)

(b)

705/37 PUBLIC INSPECTION

Generally. All disclosure statements and other papers and documents received by
the Administrator under this Act shall be open to public inspection, except that the
Administrator may, in his discretion, withhold from public inspection any
information the disclosure of which is, in the judgment of the Administrator, not
necessary in the public interest or for the protection of franchisees. The
Administrator may publish any information filed with him or obtained by him, if in
the judgment of the Administrator, such action is in the public interest. No
provision of this Act authorizes the Administrator or any of his assistants, clerks or
deputies to disclose any information withheld from public inspection except among
themselves or when necessary or appropriate in a proceeding or investigation under
this Act or to other federal or State regulatory agencies. No provision of this Act
either creates or derogates from any privilege which exists at common law or
otherwise when documentary or other evidence is sought under a subpoena directed
to the Administrator or any of his assistants, clerks or deputies.

Restrictions on use. The Administrator and his employees may not use for personal
benefit any information which is obtained by them under this Act and which is not
then generally available to the public.

705/38 COPIES TO BE FURNISHED

§38. On request and at such reasonable charges as he prescribes by rule, the Administrator
shall furnish to any person photostatic or other copies, certified under his seal of office if
requested, of any document which is retained as a matter of public record. He shall not charge or
collect any fee for copies of any document furnished to public officers for use in their official
capacity. In any judicial proceeding or prosecution, any copy so certified is prima facie evidence
of the contents of the document certified.

§39. (a)

(b)

705/39 DESTRUCTION OF RECORDS

Period of retention. The Administrator may destroy any disclosure statements or
orders, together with the files and folders, as useless or obsolete, 4 years after the
date of receipt or issuance. A permanent record shall be maintained of any civil or
criminal enforcement of this Act by the Administrator.

Microfilm. Copies on microfilm or in other form which may be retained by the
Administrator in his discretion of any records destroyed under authority of this
Section shall be accepted for all purposes as equivalent to the original when
certified by the Administrator.
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705/40 FEES

§40. (a) The Administrator shall charge and collect the fees fixed by this Section. All fees
and charges collected under this Section shall be transmitted to the State Treasurer
at least weekly, accompanied by a detailed statement thereof. Such fees and charges
shall be refundable at the discretion of the Administrator.

(b) The fee for the initial registration of a franchise shall be $500.

(¢) The fee for filing an amended disclosure statement shall be $100 if the
amendment pertains to a material change, otherwise $25.

(d) The fee for an interpretive opinion shall be $50.

(e)  The fee for registration of a franchise broker shall be $100 with a renewal fee of
$100.

(f)  The fee for filing an annual report shall be $100. [Note: also see Rule 607]
705/41 WAIVERS VOID

§41. Any condition, stipulation, or provision purporting to bind any person acquiring any
franchise to waive compliance with any provision of this Act or any other law of this State is
void. This Section shall not prevent any person from entering into a settlement agreement or
executing a general release regarding a potential or actual lawsuit filed under any of the
provisions of this Act, nor shall it prevent the arbitration of any claim pursuant to the provisions
of Title 9 of the United States Code. [Note: also see Rule 609]

705/42 BURDEN OF PROOF

§42. In any proceeding under this Act, the burden of proving an exemption or an exception
from a definition is upon the person claiming it.

705/43 CONSTRUCTION
§43. This Act shall be liberally construed to effect the purposes thereof.
705/44 APPLICABILITY
§44. This Act shall not be construed to repeal any right, claim, penalty, offense or punishment
existing under The Franchise Disclosure Act et seq. prior to the date this Act takes effect. This

Act shall apply only to actions undertaken on and subsequent to the date this Act takes effect as
well as to all resulting rights, claims, penalties, offenses and punishment.
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RULES UNDER THE FRANCHISE DISCLOSURE ACT
14 1ll. Admin Code §200

SUBPART A: DEFINITIONS
§200.100 Act

The “Act” means the Franchise Disclosure Act of 1987 [815 ILCS 705], hereinafter cited as Section 1
through Section 44 of the Act.

§200.102 Marketing Plan or System

a) Marketing Plan or System within the meaning of Section 3(1)(a) of the Act means advice
given to the purchaser on how to sell the franchisor's product or service.

b) Whether such a plan or system is prescribed or suggested in substantial part by the
franchisor within the meaning of Section 3(1)(a) of the Act depends on the extent to which
the following assistance is provided by the franchisor: site selection, the grant of an exclusive
territory, assistance on constructing or remodeling or decorating business premises, advice on
fixtures or equipment or signs, advice on dress, training programs, advice on business hours,
limitations on products or services to be sold, advertising assistance, suggested prices or credit
practices, customer relations advice, and warranty advice.

¢) A marketing plan or system may be prescribed or suggested in substantial part regardless of
whether the franchisee is an independent contractor and not the agent of the franchisor and
notwithstanding provisions of a franchise or other agreement purporting to grant the
franchisee complete freedom in operating its business.

§200.103 Substantially Associated

A franchisee’s business is substantially associated with the franchisor’s trademark, service mark,
trade name, logotype, advertising or other commercial symbol designating the franchisor or its
affiliate within the meaning of Section 3(1)(b) of the Act, if the franchise or other agreement, the
nature of the franchise business or other circumstances permit or require the franchisee to identify its
business to its customers primarily under such trademark, service mark, trade name, logotype,
advertising or other commercial symbol (hereinafter referred to collectively as “franchisor’s mark”)
or to otherwise use the franchisor’s mark in a manner likely to convey to the public that it is an outlet
of the franchisor. Mere absence in the franchise agreement of permission to use the franchisor’s name
or mark will not alone negate “substantial association”. A contractual prohibition on use of the
franchisor’s name or mark must be policed and enforced to insure that the name or mark is not being
substantially used without the franchisor’s knowledge.

§200.104 Franchise Fee

A “franchise fee ” within the meaning of Section 3(14) of the Act may be present regardless of the
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designation given to or the form of the fee, whether payable in lump sum or installments, definite or
indefinite in amount, or partly or wholly contingent on future sales, profits, or purchases for the
franchise business, or the sale or transfer of the franchisee’s business. A transfer fee will not be
considered a franchise fee if it represents reasonable expenses incurred in connection with the
transfer.

§200.105 Absence of Fee Exclusion

a)

b)

Any payment(s) in excess of $500 that is required to be paid by a franchisee to the franchisor
or an affiliate of the franchisor constitutes a franchise fee unless specifically excluded by
Section 3(14) of the Act.

However, rental payments which reflect payments for the economic value of property, as
opposed to payments wholly or partly for the right to enter into a business or to sell, resell or
distribute goods, services or franchises, shall not be considered indirect franchise fees.

A payment made to a franchisor or affiliate for equipment, materials, real estate services, or
other items shall not constitute a franchise fee if the purchase of the items is not required by
the franchisor or franchisee is permitted to purchase the items from sources other than the
franchisor or its affiliates and the item is available from such other sources.

§200.106 Bona Fide Wholesale and Retail Price

a)

b)

The Bona Fide Wholesale and Retail Price exceptions to the franchise fee described in
Section 3(14)(c) and (f) of the Act apply if the price charged constitutes a fair payment for
goods purchased at a comparable level of distribution. No part of the price may be for the
right to enter into the franchise business.

Only goods sold to the franchisee for resale qualify for the bona fide wholesale price
exception. The price charged for a trademarked product does not exceed its bona fide
wholesale price merely because that price exceeds the wholesale price of non-trademarked
products of comparable quality and specifications. If the trademarked product commands a
premium price by virtue of the trademark it carries, such premium does not constitute the
payment of a franchise fee.

The bona fide wholesale and retail price exceptions apply only to purchases of goods.
Services, rental payments, and leases of real or personal property are not within the category
of “goods” regardless of whether the payment for such items constitutes a fair payment.
Payments for services are presumed to be in part for the right granted to the franchisee to
engage in the franchise business. Training programs are services and not goods regardless of
whether offered, distributed or communicated by word of mouth, through instructions or
lectures, in writing or printed form or by record or tape recording. If services are provided, an
indirect franchise fee will be presumed regardless of whether the agreement sets forth an
itemized fee for such services.
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§200.107 Established Market

Whether a product has an established market within the meaning of Section 3(14) of the Act is
determined by the following factors in Illinois or in another area with market characteristics similar to
[linois:

a) The number of wholesale and retail outlets of the seller or of competitors in a similar line of
business;

b) The quantity and price of like or similar products presently sold;

c) The ability of the purchaser to resell at the suggested retail price of the manufacturer and/or
wholesaler or at a reasonable markup over purchaser’s cost;

d) The number of years this and similar products have been sold.
§200.108 Indirect Franchise Fee

An indirect franchise fee within the meaning of Section 3(14) of the Act is present despite the bona
fide wholesale or retail price exceptions if the buyer is required to purchase a quantity of goods so
unreasonably large that such goods may not be resold within a reasonable time. What constitutes a
reasonable time is determined by the price, markup, consumer demand, location of product suppliers
and seasonal demand variations.

§200.109 Consideration

Consideration within the meaning of Section 5(2) of the Act includes, without limitation, fully
refundable deposits and post-dated checks.

§200.110 Material Change
A statement or omission of fact is “material” within the meaning of the Act if there is a substantial

likelihood that a reasonable prospective franchisee would consider it significant in making a decision
to purchase or not purchase the franchise.[also see UFOC Item 3 Instructions].

§200.112 Administrator

“Administrator” as used in this Part means the Illinois Attorney General, 500 South Second Street,
Springfield, Illinois 62706, (217)782-4465. Conferences may be arranged by appointment. Persons
with questions concerning the Act are encouraged to telephone the Franchise Bureau.

§200.113 Correspondent

The term “Correspondent” means the person authorized in the application for registration to receive
notices and communications.

37



§200.114 Negotiated Change

As stated in Section 11 of the Act, an amendment is not required when changes in the franchise
agreement are made pursuant to negotiations between the franchisor and franchisee. However, if the
same change is consistently made in additional consecutive franchise sales and it is a

material change, it is considered to be a permanent change in the franchise agreement and an
Amendment reflecting the change must be filed within the applicable time period.

§200.115 Tradeshows

A franchisor shall not attempt to solicit franchise sales at a trade show held in Illinois, from Illinois
residents or persons desiring an Illinois franchise site, unless the franchisor is registered with the
Administrator or is otherwise exempt from registration. Accepting the name, address and phone
number of prospective franchisees for contact after registration does not constitute an offer or offer to
sell.

§200. 116 Franchise Broker

A person shall be deemed to be a franchise broker engaged in the business of representing a
franchisor in offering for sale or selling a franchise within the meaning of Section 3 (21) of the Act,
unless otherwise exempt, if such person provides a prospective franchisee with information about
specific franchises other than the franchisor’s name, address and phone number. The expectation or
acceptance of a fee contingent upon a franchise sale shall be considered as evidence of franchise
broker status unless such fee results from an isolated transaction as defined in Section 200. 202.

§200. 117 Cooperative

“Cooperative” means a for-profit organization owned and operated, or a nonprofit organization
operated, by the wholesale or retail members it serves. A cooperative that operates as, or
subsequently purchases, a franchise system must register that system under the Franchise Disclosure
Act if the system franchisees are not members of the cooperative with control relatively equal to the
other cooperative members.

§200.118 UFOC Disclosure Requirements

References in this Part to a Uniform Franchise Offering Circular (UFOC), disclosure statement,
offering circular, or prospectus means a document prepared in compliance with the UFOC Guidelines
as adopted by the North American Securities Administrators Association (NASAA) and set forth in
Section 200. Appendix A, Illustration L.

§200. 119 Notification

Notification in Section 10 of the Act means the listed documents required to be filed by the franchisor
under Section 200.600 and UFOC General Instruction 110.
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§200. 120 Time Periods Ending on Saturday, Sunday or Holiday

Whenever the Act establishes a filing deadline, whether based upon calendar “days” or “business
days” and the date due falls upon a Saturday, Sunday or Holiday when the Office of the
Administrator is closed to the public, the party affected is excused from compliance until the next
business day when the office is open to the public.

SUBPART B: OPINIONS, EXEMPTIONS

§200.200 Interpretive Opinions and No Action Letters

a)

b)

d)

Except as provided in subsections (b) and (c) below, the Attorney General will issue
an interpretive opinion upon submission of the following:

1) An explanatory cover letter;

2) A $50.00 fee as required by Section 40(d) of the Act;

3) A copy of the agreement;

4) Promotional materials where relevant;

5) Photographs of locations, where relevant;

6) A list of states where the applicant is registered;

7) A list of the names and addresses of all company operated and licensed outlets;
8) Copies of all interpretive opinions from other administrative franchise agencies

relating to the same issue;
9) A certification of all facts.

The Administrator will decline to issue an interpretive opinion if litigation is ongoing
or reasonably anticipated.

No action letters will be issued where, despite the absence or pendancy of litigation, a
close issue is involved which in the Administrator’s opinion is best left to judicial
resolution. The Administrator will consider whether the interest of the franchisee is
protected, whether the issue has been previously undecided and whether the franchisor
has requested a no action letter. A no action letter does not reach the merits of the
issue but merely contains a statement that the Attorney General will not prosecute.

All interpretive opinions and no action letters are open to public inspection at the
Administrator’s office. Copies of specific opinions and no action letters may be
ordered at a cost of $1.00 each.

§200.201 Order of Exemption

a)

Pursuant to Section 9 of the Act, the Administrator may by Order grant exemptions
from the registration and disclosure requirements of the Act. The Administrator will
consider whether to issue such an Order upon submission of the following:

1) A cover letter describing the basis for the exemption by reference to this
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b)

d)

Section and to Section 9 of the Act, a list of administrative agencies (other
franchise regulatory states and the Federal Trade Commission) that have issued or
denied exemptions or opinions with copies of the exemptions or opinions, and a
statement of the number of franchises the franchisor intends to sell in Illinois in the
ensuing twelve months;

2)

3)

4)

A list showing all Illinois franchise sales since the most recent UFOC
submitted with the exemption application;

UFOC (Appendix A, Illustration L); and

A certification page (Appendix A, Illustration G).

Exemption requests will be granted only when in the public interest. An exemption is
considered in the public interest:

Y

2)

3)

4)

If the franchisor intends to sell only one or two franchises in Illinois in the
ensuing twelve months; and

If the litigation and bankruptcy disclosure is not materially adverse to the
interests of prospective franchisees; and

If the franchisor agrees to timely provide the franchisee with a UFOC
disclosure statement; and

If the franchisor obtains a letter from the prospective franchisee’s attorney,
after issuance of the exemption but within the time period described in Section
5 (2) of the Act, stating that he has explained the Act to his client, and the
client does not object to issuance of the exemption, and forwards the letter to
the Administrator. Prior to procurement of this letter, but after issuance of the
order of exemption, the franchisor may solicit franchisees but may not have a
contract signed or require a prospective franchisee or subfranchisor to pay
consideration.

Application for exemption from Sections 5 and 10 of the Act may be made with regard
to the offer and sale of a single unit franchise in which the actual minimum initial
investment is in excess of $1,000,000. The Administrator will consider whether to
issue such an Order upon submission of the following:

1)
2)

3)

The information required by subsection 201 (a) of this Section;

A list showing all Illinois franchise sales since the most recent UFOC
submitted with the exemption application; and

Application documents required by Section 200.600 (a) (1) through (7).

Every registered franchise and any franchisor exempt under this Section must provide
the prospective franchisee with a UFOC disclosure document unless specifically
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excused from this requirement by the Administrator.

§200.202 Exemptions by Rule

a)

b)

d)

e)

The offer and sale of a franchise to a bank, savings institution, trust company,
interstate carrier or insurance company is exempt from Sections 5 and 10 of the Act.

Isolated Transaction

1) If a referral source provides the name of a prospective franchisee to a
franchisor and receives a referral or broker fee, but the person making the
referral has no involvement in presenting the advantages of that particular
franchise system, handles no franchisee payments owed to the franchisor, and
has made no referral to that franchisor during the preceding 12 months, then
such an isolated transaction does not require registration as a franchise broker
and does not require the franchisor to provide disclosures concerning the
person making the referral in the franchisor’s UFOC.

2) If a franchisor obtains a prospective franchisee from an unregistered
broker, the franchisor must verify the representations made to the prospect by
the broker and that all required disclosure has been provided. No referral fee
or commission shall be paid to the broker until such broker is properly
registered with the Administrator or is found to be exempt from registration.

An officer, director or employee of an affiliate or related company of the
franchisor is exempt from the Broker Application and Registration requirements of
Section 13 of the Act, provided that the franchisor files a Sales Agent Disclosure Form
with the Administrator for any such person. See Appendix A, Illustration C.

Franchise Trade Show Promoters and persons who organize or manage events,
shows or facilities in which franchises are advertised, offered or otherwise
promoted are hereby exempt from the requirements of Section 13 of the Act if:

1) the person does not receive a fee or other consideration from the exhibitors
participating in such event or show other than exhibitor fees; and
2) any rent, exhibitor fees or other consideration paid for use of the exhibit space

is not contingent or based upon the sale of franchises by the exhibitors or
show promoters; and

3) the person is in compliance with 16 C.F.R. 436, as amended through May 1,
1999, or is in compliance with an exemption issued by the Federal Trade
Commission (contact FTC Consumer Response Center, 600 Pennsylvania Ave.
N.W., Washington D.C. 20580).

Large Franchisor Exemption

The offer and sale of a franchise meeting the following requirements is exempt from

Sections 5 (1) and 10 of the Act:

1) Net Worth. The franchisor and, when applicable, a parent corporation or
other business entity owning at least 80 percent of the franchisor must meet
one of the following net worth requirements according to the financial
statements
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2)

3)

4)

5)

6)

for the most recent fiscal year just ended:

A) The franchisor has a net worth on a consolidated basis of not less than
$5,000,000, according to its audited financial statement; or

B) The franchisor has a net worth of not less than $1,000,000, and its
parent has a net worth of not less than $5,000,000, according to the
audited financial statements of the franchisor and its parent,
respectively; or

o) The franchisor has a net worth of not less than $1,000,000, according to
its unaudited financial statement, and the parent has a net worth on a
consolidated basis of not less than $5,000,000, according to its audited
financial statement, and the parent absolutely and unconditionally
guarantees to assume the duties and obligations of the franchisor under
the franchise agreement should the franchisor become unable to
perform its duties and obligations.

Experience. The franchisor or its parent corporation or other business entity

owning at least 80 percent of the franchisor or the franchisor’s predecessor (as

defined by UFOC Guidelines), or any combination thereof, has, throughout the

five year period immediately preceding the offer and sale of the franchise, at

least 25 franchisees conducting business in its franchise system. Up to three

years of the required experience can be fulfilled by demonstrating that the

franchisor has conducted business that is substantially the same as the subject

of the franchise.

Disclosure. The franchisor agrees to timely provide a Federal Trade

Commission prospectus or UFOC offering circular to each prospective

franchisee.

Loss of Exemption. This exemption shall immediately terminate if:

A) Franchisor’s net worth requirement is no longer met; or
B) Franchisor has fewer than 25 active franchisees; or
@) The franchisor was dependent upon another corporation or business

entity to qualify for this exemption and such qualifying support has
been withdrawn or is otherwise no longer available.

Required Documentation. The franchisor must submit the following

documents to the Administrator to secure this exemption:

A) A cover letter stating: how the net worth requirement has been met;
specific information demonstrating that the experience requirement has
been met; that the franchisor agrees to timely provide a UFOC or FTC
disclosure document to each prospective franchisee; that the Illinois
Franchise Disclosure Act applies to all Illinois franchise transactions;
and that this exemption will immediately terminate for the reasons
stated above;

B) Franchisor’s current UFOC or FTC disclosure document;

@) A Uniform Consent to Service of Process and the appropriate
acknowledgment (Section 200. Appendix A, Illustrations D and E or
F);

D) A Certification Page (Appendix A, Illustration G) verifying that the
documents submitted are true and correct.
The franchisor must renew its exemption annually.
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SUBPART C: ADVERTISING
§200.300 Deceptive Practices

Use of advertising not in compliance with this Subpart is deemed a false, fraudulent, misleading or
deceptive practice.

§200.301 Statements of Profitability

No advertising in connection with the offer or sale of franchises shall contain the statement that the
purchase of a franchise is a safe investment, is free from risk of loss or failure, or assures earnings or

profit. The text of the advertisement may employ words such as “success”, “profits”, or “profit
potential” so long as such terms are reasonably qualified.

§200.302 Opinions of Counsel

No advertising shall contain or refer to any opinion of counsel unless the franchisor has obtained the
prior written consent to such use of counsel’s name and opinion and unless the name and address of
such counsel is included in the advertising.

§200.303 Inconsistencies with Disclosure Statement

It is a fraudulent practice for a franchisor to make any oral or written representation which is
materially inconsistent with the information contained in the registered disclosure statement.

§200.304 Dollar Statements on Sales or Income

Any advertisement which suggests a range or specific level of sales, income, gross or net profits, or
other types of earnings claims must be consistent with the guidelines contained in Item 19 of the
UFOC. (See Section 200.Appendix A, Illustration L).

§200.306 Internet Franchise Offers

Any communication made through the Internet, the World Wide Web, or any other similar
proprietary or common carrier electronic delivery system, of an offer to sell a franchise (“Internet
Offer”) is exempt from the registration provisions of the Illinois Franchise Disclosure Act if the
franchisor limits contact with prospective Illinois franchisees to keeping a prospect list and notifying
such prospects that, until the franchisor registers the franchise in Illinois, no further discussion about
the franchise opportunity can take place.

SUBPART D: HEARINGS
§200.400 Preamble
The regulations contained in this Subpart shall govern administrative hearings under the Act. The

purpose of this Subpart is to provide for the orderly determination of rights, duties and privileges of
parties under procedures assuring such parties due process of law.
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§200.401 Party

“Party” means the Administrator and all persons whose rights are to be determined at the hearing.
Several persons may be joined as parties when they are alleged to have engaged in the same
transaction constituting a violation.

§200.402 Hearing Officer

“Hearing Officer” means an independent person designated by the Administrator to preside at the
hearing. Such person must meet the following standards and qualifications:

a) be of high integrity and good personal repute;
b) be unbiased, impartial and without any material conflict of interest;
c) be a member in good standing of the Bar of Illinois;
d) be familiar with the rules of evidence applied in civil cases in the circuit courts of
[llinois and with the Act and the Rules promulgated thereunder; and
e) not be a regular employee of the Illinois Attorney General.
§200.403 Office

“Office”, unless otherwise indicated, refers to the Office of the Attorney General, 500 South Second
Street, Springfield, Illinois 62706.

§200.404 Hearing Requests

c)

b)

c)

A party may request a hearing within 15 days of the date of an order issued under
Section 23 of the Act.

If such a request is received by the Administrator, the matter will be set down for
hearing within 10 days after such receipt, unless the requesting party consents to a
later date.

Unless a hearing is so requested, the order will remain in effect until it is modified or
vacated by the Administrator.

§200.405 Notice of Hearing

a)

b)

A notice of hearing shall be delivered to all parties to the proceeding by certified or
registered U.S. Mail with return receipt requested, not less than 5 days prior to the
initial date of such hearing, or any proper extension thereof.

The notice shall include:
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1y
2)
3)

4)

5)

the names and last known addresses of all parties;

the time, date and place of hearing;

the name of the Hearing Officer;

a short and concise statement of facts (as distinguished from conclusions of
law or a mere recitation of the words of the Act) alleging the act or acts done
by each respondent; the date and place each such act was done; the Sections of
the Act or of this Part alleged to have been violated or otherwise involved in
the proceeding; and the decision or action requested by the Administrator;

a concise statement to each party that:

A) the party may be represented by legal counsel; may present evidence;
may cross-examine witnesses and otherwise participate;

B) failure to so appear shall constitute default unless any party has upon
due notice moved for and obtained a continuance.

§200.406 Requirements Relating to Continuances

Certain costs are incurred by the Administrator when a scheduled hearing is continued to another
time. Therefore, the requirements for a continuance are as follows:

a)

b)

c)

All requests for a continuance shall be in writing and must be received by the
Administrator at least three days prior to the assigned hearing date;

A party requesting a continuance shall serve a copy of the request on all parties;

Continuances will be granted by the Administrator upon a showing of:

1)
2)
3)

4)

Illness of the parties or attorneys,
Death in the immediate family of the parties or attorneys,
Unalterable court appearances by the attorneys, or

Undue hardship or inconvenience to either the parties or the hearing officer.

§200.407 Rules of Evidence in Hearings

a)

Irrelevant, immaterial or unduly repetitious evidence shall be excluded. The rules of
evidence and privilege as applied in civil cases in the Circuit Courts of this State shall
be followed. However, evidence not admissible under such rules of evidence may be
admitted (except where precluded by statute) if it is of a type commonly relied upon
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b)

by reasonably prudent persons in the conduct of their affairs. Objection to evidentiary
offers may be made and shall be noted in the record. Subject to these requirements,
when a hearing will be expedited and the interests of the parties will not be prejudiced,
any part of the evidence may be received in written form.

Subject to the evidentiary requirements of subsection (a) of this Section, a party may
conduct cross-examinations required for a full and fair disclosure of the facts.

Notice may be taken of matters of which the Circuit Courts of this State may take
judicial notice. Parties shall be notified either before or during the hearing, or by
reference in preliminary reports or otherwise, of the material noticed, including any
staff memoranda or data, and they shall be afforded an opportunity to contest the
material so noticed.

§200.408 Record of Proceedings

a)

b)

At each hearing, a licensed court reporter may be called by the Administrator, or a
sound recording may be made, to create a permanent and complete record of the
proceedings.

Upon request, and at the party’s own expense, any party may have a copy of the
record.

§200.409 Record of Hearing

The record of hearing shall include:

a)
b)

©)
d)
e)
f)

g)

Offers of proof, objections, and rulings thereon;

All pleadings (including all pre-hearing and post-hearing notices and responses
thereto, admissions, stipulations of facts, motions and rulings thereon);

A statement of matters officially noted;
Evidence received including testimony;
All memoranda or data submitted to the Hearing Officer;

Any opinion, report, or recommendation of the Hearing Officer to the Administrator or
the Administrator’s representative;

The findings of fact and law and final order entered by the Administrator.

§200.410 Duties of Hearing Officer

a)

The Hearing Officer shall have the authority to conduct the hearing, to entertain and
rule upon motions, to administer oaths, to examine witnesses, and to rule upon the
admissibility of evidence.
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b) The Hearing Officer shall rule on procedure, make findings of fact and law, and issue
a recommendation to the Administrator within one (1) month of the close of the
hearing.

§200.411 Final Administrative Decision

a) A final administrative decision shall be issued by the Administrator in writing within
one month of receipt of the Hearing Officer’s recommendation. The Hearing Officer’s
recommendation, rulings and findings of fact and law are to be taken into account but
are not binding on the Administrator. However the final administrative decision must
be based exclusively on evidence in the record. The Administrator may refuse to
accept the factual recommendations of the Hearing Officer only when all the evidence,
viewed most favorably to the party for whom the Hearing Officer held, so
overwhelmingly favors the other party, that no contrary holding based on that
evidence could withstand Administrative Review under the Administrative Review
Act because the findings of fact of the Hearing Officer are against the manifest weight
of the evidence. A copy of the final administrative decision shall be sent by certified
or registered mail to each party or each party’s representatives.

b) The final administrative decision shall include findings of fact and conclusions
of law, separately stated. Findings of fact, if set forth in statutory language, shall
be accompanied by a concise and explicit statement of the underlying facts
supporting the findings.

C) The final order of the Administrator shall constitute a final administrative decision
within the provisions of the Administrative Review Act [735 ILCS 5/Art. II1].

SUBPART E: DENIAL BASED ON FINANCIAL STATEMENTS,
ESCROW, GUARANTY, SURETY BOND

§200.500 Assurance of Financial Ability to Fulfill Obligations

(a) If, after examination of the financial statements of the franchisor and the duties and
obligations of the franchisor contained in the franchise or other agreement to furnish
goods and/or services to assist its franchisees in establishing and opening their
business, the Administrator determines that adequate financial resources are not
available to the franchisor for the performance of said obligations or that the
franchisor will depend primarily on the initial franchise fees paid by franchisees as
such financial resources (the franchisor has no other apparent source of income or
assets), the Administrator will require the franchisor, at the franchisor’s option to
assure financial capability by one of the following means: an escrow of funds,
guaranty of performance, the posting of a surety bond, the issuance of a Certificate of
Deposit, or the deferral of the initial franchise fees until the franchisor has met its
obligations to the franchisee and the franchisee has commenced doing business.

b) When determining whether adequate financial resources are available, the
Administrator shall give consideration to the applicant’s recent financial statements.
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The following criteria shall be considered in making the determination: the auditor’s
opinion letter or review report, notes to the financial statements, the current ratio, the
quick ratio, the amount of working capital, the proportion of tangible and intangible
assets, the amount and maturities of debts, the debt/equity ratio, the amount of equity,
the earnings history, the proportion of receivables compared to other assets, and the
quality of receivables (e.g., financial statements reflect receivables that will not be
collected, including bad debts, a debt discharged in bankruptcy, or the failure to allow
for aged receivables).

Registration under the provisions of this Section shall be limited to the sale of the
number of franchises authorized by the Administrator. The Administrator will make
that decision based upon the franchisor’s demonstrated willingness to fulfill its
obligations to a specific number of franchises.

§200.502 Escrow of Funds

When a franchisor chooses the escrow of franchise fees to comply with financial assurance
requirements, the escrow account shall comply with the following requirements:

a)

b)

d)

Checks shall be made payable to the escrowee by the franchisee;

The account shall be established in a federally insured bank, and the funds shall be
kept and maintained in an account separate and apart from the franchisor’s business
and personal accounts;

The escrowed funds shall not be subject to any liens or charges by the escrowee or
judgments, garnishments, or creditor's claims against the franchisor as hereinafter
provided. This escrow is for the benefit of each franchisee in the amount paid by each
franchisee;

At the request of the Administrator, statements indicating the status of the escrow shall
be furnished by the bank or trust company to the Administrator;

An escrow agreement in the form set forth in Appendix C, Illustration A

hereto, shall be entered into between the bank and the franchisor, which shall state that
its purpose is to protect the franchisee and shall authorize the Administrator to inspect
the records of the bank as escrowee relating thereto, and shall state that, upon order of
the Administrator or a court of competent jurisdiction, the escrowee shall release and
pay over the funds, or a portion thereof, to the franchisor or franchisee; and

The escrow shall remain in effect as to the respective franchisee/franchisor

relationships until the initial obligations of the franchisor to assist the franchisee to
establish and open the franchisee’s business are fulfilled.
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§200.503 Release of Escrowed Funds

a)

b)

d)

A franchisor shall petition for release of escrowed funds by use of the form attached as
Appendix C, Illustration B. Upon receipt of such petition, the Administrator will send
notice of it to the franchisee advising the franchisee that any objection that the
franchisee may have to the petition must be filed in writing and received by the
Administrator within 30 days after the date the notice is sent. The Administrator shall
issue a “no exception notice” authorizing the escrowee to release to the franchisor the
escrowed funds applicable to a specified franchisee upon a showing that the franchisor
has fulfilled its initial obligations under the franchise or other agreements to establish
such franchise and that the franchisee has commenced doing business pursuant to the
franchise agreement. The “no exception notice” shall state that the Administrator has
no objection to the release of the funds to the franchisor.

A franchisee shall petition for release by use of the form attached as Appendix C,
[lustration C. Upon receipt of such petition, the Administrator will send notice of it to
the franchisor advising it that any objection it may have to the petition must be filed in
writing and received by the Administrator within 30 days after the date the notice is
sent. The Administrator shall issue a “no exception notice” authorizing the escrowee
to release to the franchisee the escrowed funds applicable to each franchisee upon a
showing that the franchisor has failed to fulfill its initial obligations under the
franchise or other agreement to the franchise and that the franchisee has not
commenced doing business. The “no exception notice” shall state that the
Administrator has no objection to the release of funds to the franchisee.

An order of the Administrator releasing funds held in escrow to the franchisor or
franchisee shall not be considered a finding of any fact and shall not constitute
evidence of any such finding of fact in any judicial or arbitration proceeding.

If the Administrator receives a timely objection to the release of the escrowed funds,
the Administrator shall not order the funds released from escrow until such time as
the objection is resolved by either settlement, court order, or decision of arbitrator.

§200.504 Guarantee of Performance

a)

b)

If the franchisor can make arrangements with any other individual, partnership or
corporation whose financial statements demonstrate an ability to perform the
franchisor’s obligations as contained in the franchise or other agreement, the
Administrator will accept a guaranty of performance in the form set forth in Appendix
D, Hlustration A from such other individual, partnership or corporation;

The guarantor shall submit, in addition to the guaranty of performance, the resolution
of its governing body authorizing the guaranty, the certificate of its Secretary as to
such resolution, and a consent to service of process and acknowledgment for the
guarantor in the form set forth in Appendix D, Illustrations B and C and Appendix A,
Illustrations D, E and F hereto. The franchisor’s disclosure statement shall include
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those financial statements of the guarantor which, absent a guaranty, the UFOC or
FTC prospectus requires of the franchisor.

§200.505 Performance or Surety Bond

A franchisor who posts a surety bond shall do so in the form of Appendix E hereto in an amount
equal to the product of the initial franchisee fee and the number of franchises the franchisor is
authorized to sell in Illinois in the ensuing registration year. The bond is to be issued by a corporate
surety authorized to transact business in Illinois. The bond shall be conditioned upon the
performance by the franchisor of its obligations under the franchise and other agreements to furnish
goods and/or services necessary to establish and open the business of its franchises and upon the
franchisor’s compliance with the Act and this Part.

§200.506 Certificate of Deposit

a)

b)

A franchisor who posts a Certificate of Deposit must post one Certificate of Deposit
for each franchise that is authorized for sale by the Administrator. Each Certificate of
Deposit shall be in an amount equal to the initial franchise fee.

Each Certificate of Deposit is to be deposited with a federally insured savings
institution and issued in the name of the Administrator for the benefit of the
franchisee. The Certificate and accrued interest thereon shall be renewed for such
periods necessary to maintain it until such time that the Administrator determines that
it may be released either to the franchisor or to franchisees upon notice to both parties.

§200.507 Release of Certificate of Deposit

a)

b)

A franchisor shall petition for release of the Certificate of Deposit by use of the form
attached as Appendix F, [llustration A. Upon receipt of such petition, the
Administrator will send notice of it to the franchisee advising the franchisee that any
objection that the franchisee may have to the petition must be filed in writing and
received by the Administrator within 30 days after the date the notice is sent. The
Administrator shall issue a “no exception notice” authorizing the bank to release to the
franchisor the Certificate of Deposit applicable to a specified franchisee upon a
showing that the franchisor has fulfilled its initial obligations under the franchise or
other agreements to establish such franchise and that the franchisee has commenced
doing business pursuant to the franchise agreement. The “no exception notice” shall
state that the Administrator has no objection to the release of the Certificate of Deposit
to the franchisor.

A franchisee shall petition for release of the Certificate of Deposit by use of the form
attached as Appendix F, Illustration B. Upon receipt of such petition, the
Administrator will send notice of it to the franchisor advising it that any objection it
may have to the petition must be filed in writing and received by the Administrator
within 30 days after the date the notice is sent. The Administrator shall issue a “no
exception notice” authorizing the bank to release to a franchisee the Certificate of
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d)

Deposit applicable to the franchise agreement upon a showing that the franchisor has
failed to fulfill its initial obligations under the franchise or other agreements to the
franchisee and the franchisee has not commenced doing business. The “no exception
notice” shall state that the Administrator has no objection to the release of the
Certificate of Deposit to the franchisee.

An order of the Administrator releasing the Certificate of Deposit to the franchisor or
franchisee shall not be considered a finding of fact and shall not constitute evidence of
any such finding of any judicial or arbitration proceeding.

If the Administrator receives a timely objection to the release of the Certificate of
Deposit, the Administrator shall not order the Certificate of Deposit released until such
time as the objection is resolved by either settlement, court order, or decision of
arbitrator.

§200.508 Deferral of Franchise Fee

A franchisor who defers the payment of initial franchise fees pursuant to Section 200.500 of this part
shall defer the payment of all initial franchise fees owed to the franchisor, or its affiliate, by the
franchisee until such time as all initial obligations owed to the franchisee under the franchise
agreement or other agreements have been fulfilled by the franchisor and the franchisee has
commenced doing business pursuant to the franchise agreement.

SUBPART F: REGISTRATION REQUIREMENTS

§200.600 Original Registration

a)

Documents to File. The following materials must be submitted to the Administrator to
obtain registration:

1) Uniform Franchise Registration Application Page, Appendix A, Illustration A;
2) Supplemental Information Page, Appendix A, Illustration B;

3) Sales Agent Disclosure Form for each sales agent employed by or affiliated
with the applicant , Appendix A, Illustration C;

4) Uniform Consent to Service of Process naming the Illinois Attorney General as
agent to receive service, with corporate, individual or partnership
acknowledgment, Appendix A, Illustration D, E, F, G and H;

5) Certification Page, Appendix A, Illustration G;

6) Auditor’s consent letter granting consent to use each audited report in the
registration, Appendix A, Illustration H;
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b)

d)

7 Uniform Franchise Offering Circular in duplicate current within 120 days and
in compliance with UFOC Guidelines. Updated information pertaining to
Items 20 or 21 may be submitted as an exhibit without changing the
information already in these items; and

8) A $500 nonrefundable fee payable to the State of Illinois.

Signing of Notification: The Notification shall be signed by an authorized officer of
the applicant; however, it may be signed by another person holding a power of
attorney for such purposes from the applicant. If signed on behalf of the applicant
pursuant to such power of attorney, the application shall include as an additional
exhibit a copy of the power of attorney or a copy of the corporate resolution
authorizing the attorney to act.

Phase In Of Audit Requirement: Franchisors who have never had audited financial
statements and are filing their first application with the Administrator may request a
phase in of the audit requirement. All unaudited statements must be prepared by an
independent CPA in accordance with GAAP. Initial registration will be granted using
the unaudited statements which cover the time periods set forth in UFOC Item 21.
The franchisor must notify its CPA to count the opening inventory at the beginning of
the franchisor’s fiscal year which commences after the registration has been filed. At
the end of that fiscal year, the balance sheet must be audited. The remainder of the
financial statements for that fiscal year may be unaudited but must independently be
prepared in accordance with GAAP. Financial statements for the following fiscal year
must be fully audited.

The franchisor submitting original registration documents shall be provided either a
courtesy notice that registration has been completed or an order of denial indicating
the deficiencies that must be cured.

§200.603 Annual Report

a)

To maintain the effectiveness of registration, a franchisor must file the Annual Report
required by Section 10 of the Act no later than one business day prior to the
anniversary date of the registration. The filing of the Annual Report shall include:

1) A non-refundable filing fee of $100;

2) Two complete unbound copies of the franchisor’s Uniform Franchise Offering
Circular updated as of 120 days after the franchisor’s anniversary date. The
phase in of the Audit Requirement continues. If the required audited financial
documents are not current within 120 days after the anniversary date, interim
financials in a format consistent with GAAP, including a balance sheet and
corresponding income statement for the period between the close of the
franchisor’s most recent fiscal year and the date of the balance sheet must be
submitted. All material changes in the disclosure statement must be clearly
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b)

d)

marked on one copy of the UFOC . The updated UFOC shall replace the
UFOC previously submitted to the Administrator;

3) Sales Agent Disclosure Form for each salesperson employed by the applicant,
Appendix A, Illustration C;

4) Certification Page, Appendix A, Illustration G;

5) Auditor’s consent letter granting consent to use each audited report in the
registration, Appendix A, Illustration H;

If the franchise is registered pursuant to conditions required under Section 15 of the
Act or Section 200.500 and the franchisor has sold that number of franchises previously
authorized by the Administrator, additional sales must be authorized by the
Administrator in accordance with the terms of Section 15 of the Act or Section
200.500;

The other documents listed in Section 200.600 need not be submitted with the Annual
Report if the information contained in them is current. If the information contained in
those documents is no longer current, updated documents must be filed with the Annual
Report;

If the franchisor fails to timely submit an Annual Report, the Administrator shall enter
an order pursuant to Section 22 of the Act declaring that the franchisor’s registration is
terminated effective as of the anniversary date of its registration date. Annual Reports
received after the Annual Report filing date are invalid. A franchisor whose
registration is terminated due to its failure to file an Annual Report must file as an
original registrant and comply with Section 200.603(a) (3) if it desires to offer or sell
franchises in this State;

The Administrator may consider a franchisor’s incomplete filing of its Annual Report
as partial compliance with Section 200.603 a) and provide the franchisor up to 14
additional days to complete its Annual Report if:

1) The franchisor has filed the required fee and an Annual Report that is in
substantial compliance with Section 200.603 no later than one business day
prior to the anniversary date of its registration;

2) A letter of explanation is provided as to why material portions of the Annual
Report have not been provided and verifying that the missing information will
be provided within a maximum period of 14 days after the Annual Report due
date; and

3) The franchisor agrees not to make offers or conclude the sale of franchises
during the period when the Annual Report is incomplete; and

The franchisor shall be provided a courtesy notice that its Annual Report has been
received.
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§200.604 Amendment Application

a) Within 90 days after the occurrence of any material change to the UFOC the following
materials must be submitted to the Administrator to amend the disclosure statement:

1) Two complete copies of the UFOC pages containing the changes. One copy of
the changed pages must have all changes clearly marked;

2) An Application page, Appendix A, Illustration A;
3) A Certification page, Appendix A, Illustration G;

4) A nonrefundable filing fee [note that multiple changes, timely filed, are
considered a single amendment when calculating filing fees]:

A) $25.00 for an immaterial amendment;
B) $100.00 for a material amendment.
b) A UFOC may be amended by addendum.

c) The franchisor shall be provided a courtesy notice that its amendment(s) has been
received.

§200.605 Final Circular Submission

A registrant may be required to submit one extra, complete unbound copy of the Disclosure
Statement, including all revisions and exhibits.

§200.606 Multiple Filings

The Administrator will register multiple franchises in one filing provided:

a) The franchises will be offered concurrently; and

b) The franchises are of a similar type; and

c) The contractual obligations are similar; and

d) The information can be presented in a nonconfusing manner.

§200.607 Public Examination and Photocopying of Disclosure Statements
Any disclosure document registered under the Act may be examined at the office of the Administrator

or ordered by mail for $50.00 payable to the State of Illinois from the Illinois Attorney General,
Franchise Bureau, 500 South Second Street, Springfield, Illinois 62706.
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§200.608 Jurisdiction and Venue

As described in Section 4 of the Act, a franchise agreement shall not require a franchisee to litigate
any cause of action, with the exception of arbitration proceedings, arising under the franchise
agreement or the Act outside of this State, nor shall a franchise agreement provide for a choice of law
provision for any state other than Illinois.

§200.609 Waiver

No franchisor shall attempt to circumvent compliance with the Act by requiring a franchisee to
execute any document evidencing waiver of any right granted by the Act as described in Section 41 of
the Act. This prohibition against waiver includes, but is not limited to, statements involving
unregistered earnings claims, timely disclosure, warranty, material misrepresentations or limitation of
liability.

§200. 610 Denial of Initial Registration

a) A franchisor, whose initial registration has been denied without a full review of the
UFOC by the Administrator because incomplete financial statements not in compliance
with UFOC Guidelines were submitted, shall have 90 days to correct such deficiencies.
The Administrator shall have 21 days to review the corrected financial data submitted
and the previously submitted circular.

b) If the Administrator finds material deficiencies upon a complete review of the initial
registration materials, or a review subsequent to the franchisor’s submission of the
required financial data, pursuant to subsection (a), the franchisor shall be notified that
the franchisor has 90 days within which to correct such deficiencies. The
Administrator shall have 21 days to review the curative information.

c) If the franchisor cures the deficiencies noticed by the Administrator within the times
specified in this Part, the Administrator shall rescind the order of denial and register the
franchise. A franchisor that fails to comply with statutory requirements and UFOC
Guidelines during the above described 90 day periods must reapply by submitting a
new registration fee and documents pursuant to the Act and Section 200.600.

SUBPART G: AREA FRANCHISE AND SUBFRANCHISE
REGISTRATION REQUIREMENTS - RESPONSIBILITIES FOR FILING

§200.701 Number of Applications
An application to register the offer of a franchise between a subfranchisor and a subfranchisee shall be
made by a separate application. If there is more than one subfranchisor (e.g., two subfranchisors

offering the franchise in the same state) the franchise to be offered by or through each subfranchisor
shall be filed for registration by a separate application.
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§200.702 Responsibility for Filing the Application

a)

b)

c)

When both the franchisor and the subfranchisor have performance obligations to the
subfranchise, whether such obligations are set forth in the franchise agreement or other
written document or arise as a matter of practice, it is the responsibility of both the
franchisor and the subfranchisor to register the offer of the subfranchise. The
application for registration regarding the subfranchise shall contain a signature page
from both the franchisor and the subfranchisor, each certifying as to the accuracy of the
information he supplied, as well as a properly executed consent to service of process
from each. Both the franchisor’s and subfranchisor’s financial statements are to be
included in the disclosure statement.

If the franchise agreement is solely between a subfranchisor and a subfranchisee and
the franchisor has no material performance obligations under the franchise or any other
agreement, then the responsibility for registering the offer of the subfranchise is that of
the subfranchisor. The franchisor need only verify the information in the application
that is relevant to the franchisor.

If the franchise agreement is solely between the franchisor and the subfranchisee, the
subfranchisor is not a signatory to any such agreement, the franchisor has the primary
performance obligations to the subfranchisee, then the responsibility for registering the
offer of the subfranchise is that of the franchisor. The subfranchisor need only verify
the information in the application relevant to the subfranchisor. This subsection will not
apply if the area franchise agreement requires the subfranchisor to service
subfranchisees, despite the lack of direct privity between the subfranchisor and the
subfranchisee.

SUBPART I: REGISTRATION OF FRANCHISE BROKERS

§200.900 Documents to File

Each franchise broker shall file with the Administrator the documents listed below in duplicate and
pay an annual $100 registration fee.

a)

b)

c)

d)

Franchise Broker application page, Appendix B, Illustration A;
Certification page, Appendix A, Illustration G;

Salesperson Disclosure Form for each person who will be offering or selling franchises,
Appendix A, Illustration C;

Corporate, Partnership or Individual Acknowledgment, Appendix A,
Illustrations E and F;

Uniform Consent to Service of Process naming the Illinois Attorney
General as agent to receive service, Appendix A, Illustration D;
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f) Broker Authorization Form, Appendix B, Illustration B. This form must be filed with
the Administrator for each franchisor the broker purports to represent, before making
such representations to any prospective franchisee. The franchisor must amend its
UFOC to disclose each broker relationship before the respective broker (s) represents
the Franchisor, except under the “isolated transaction” exemption [Section 200.202 b];

g) A broker who is authorized to accept cash, checks or other payments from prospective
franchisees on behalf of a franchisor shall comply with the provisions of this subsection
g) requiring an unaudited balance sheet and income statement externally prepared by an
independent CPA in accordance with GAAP current within 120 days certifying the net
worth of the franchise broker to be not less than $50,000.

1) In lieu of an unaudited balance sheet and income statement, the broker may post
a surety bond in the amount of $50,000, (Appendix B, Illustration C); or

2) In lieu of the franchise broker’s unaudited balance sheet the franchise broker
may submit an audited balance sheet and income statement of a person,
corporation or partnership having a net worth of $50,000, a Guaranty of
Performance from such other entity (Appendix B, Illustration D), a Corporate
Resolution (Appendix D, Illustration B), a Secretary’s Certificate (Appendix D,
[Mustration C), a Consent to Service of Process from the guarantor (Appendix
A, Ilustration D), and an acknowledgment from the guarantor (Appendix A,
[lustration E or F); and

h) $100 registration fee.

Note the following sections have been repealed:

200.101 200.601 200.800 200. Appendix A. Illustration I
200.111 200.602 200.1000 200. Appendix A. Illustration J
200.305 200.700 200.1001 200. Appendix A. Illustration K
200.501 200.703
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§200.APPENDIX A Franchise Registration Forms

UNIFORM FRANCHISE REGISTRATION NOTIFICATION PAGE
Appendix A — Illustration A

File No.

(Insert prior number, if any)

FEE:

(Enclosed at time of initial filing)

Date of Filing:

Notification of Filing for (Check only one category):
_ Registration of an offer or sale of franchises
____Annual Report
__ Amendment

1. Name of Franchisor

Name under which the Franchisor is doing or intends to do
business.

2. Franchisor’s principal business address.

Name and address of Franchisor’s agent in the State of Illinois
authorized to receive process.

Illinois Attorney General,
500 South Second Street,
Springfield, Illinois 62706

3. Name, address and telephone number of subfranchisors, if any, for
this State.
4. Name, address and telephone number of person to whom

communications regarding this application should be directed.
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A.

SUPPLEMENTAL INFORMATION
Appendix A - Illustration B

1. List the following:
A.  The states in which this proposed registration is effective.
B.  The states in which this proposed registration is or will be shortly on file.
C. The states, if any, which have refused, by order or otherwise, to register this franchise.
D. The states, if any, which have revoked or suspended the right to offer this franchise.
E. The states, if any, in which the proposed registration of this franchise has been
withdrawn.

2. With respect to all franchises sought to be registered set forth, in budget form, the total
projected financing required by the franchisor to fulfill the franchisor's obligations to provide
real estate, improvements, equipment, inventory, training and all other items included in the
offering. Show separately the sources of all of the required funds including any proposed
loans or contributions to capital.

SALES AGENT DISCLOSURE FORM
Appendix A — Illustration C
1. List the persons who will offer or sell franchises in this State.
For each person state:
A. Name;
B. Business address and telephone number;
C. Home address and telephone number;
D. Present employer;
E. Present title;
F. Social security number;
G. Birth date; and
H. Employment during the past 5 years. For each such employment state
the name of the employer, position held and beginning and ending dates.
2. State whether any person identified in 1. above:

Has any administrative, civil or criminal action pending alleging a violation of franchise
or securities law, fraud, embezzlement, fraudulent conversion, restraint of trade, unfair
or deceptive practices, misappropriation of property or any comparable allegations?

YES NO
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B.  Has during the 10 year period immediately before the Offering Circular date:

(1

2

3)

been convicted of a felony or pleaded nolo contendere to a felony charge or
been held liable in a civil action by final judgment if the felony or civil action
involved a violation of franchise or securities law, fraud, embezzlement,
fraudulent conversion, restraint of trade, unfair or deceptive practices,
misappropriation of property or comparable violation of law?

YES NO

entered into or been named in any consent judgment, decree, order or assurance
under federal or state franchise, securities antitrust, monopoly, trade practice, or
trade regulation law?

YES NO

been subject to any order of any national securities association or national
securities exchange (as defined in the Securities and Exchange Act of 1934, 15
U.S.C. 78a) suspending or expelling the person from membership in the
association or exchange.

YES NO

C.  With respect to each question above answered “YES” state:

(D) the name of each person or entity involved,
(2) the court, agency, association or exchange involved;
3) a summary of the allegations;
4) if applicable, the date of the conviction, judgment, decree, order or assurance;
and
(5) the penalty imposed, damages assessed and nature thereof, terms and conditions
of the judgment, decree, order or assurance.
UNIFORM CONSENT TO SERVICE OF PROCESS
Appendix A — Illustration D
(a corporation organized under the laws of the State of )(a
partnership) (an individual) irrevocably appoints the (regulatory authority) and the
successors in office, its attorney in the State of for service of notice, process or pleading
in any action or proceeding against it arising out of or in connection with the sale of franchises, or a
violation of the franchise laws of ___(state) ; and consents that an action or proceeding against it
may be commenced in a court of competent jurisdiction and proper venue within___(state) by

service of process upon this officer with the same effect as if the undersigned was organized or created
under the laws of __ (state)  and had lawfully been served with process in___ (state) . A copy of
any notice, process or pleading served

pursuant to this consent shall be mailed to:
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(name and address)

Dated: ,
By:
Title:
(SEAL)
By:
Title:
Notary Public

(Notarial Seal)
My Commission Expires:

CORPORATE ACKNOWLEDGMENT
Appendix A -- Illustration E

STATE OF )
)
COUNTY OF )
On this day of, , , before me the
undersigned officer, personally appeared and , known personally to me to be
the President and Secretary, respectively, of the above named

corporation, and that they, as such officers, being authorized so to do, executed the foregoing
instrument for the purpose therein contained, by signing the name of the corporation by
themselves as such officer.

IN WITNESS WHEREOF I have hereunto set my hand and official seal.

Notary Public
(Notarial Seal)
My commission expires:
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INDIVIDUAL OR PARTNERSHIP ACKNOWLEDGMENT
Appendix A -- [llustration F

STATE OF )
)
COUNTY OF )
On this day of , , before me the
undersigned officer, personally appeared to me personally known and

known to be the same person(s) whose name(s) is (are) signed to the foregoing instrument, and
acknowledged the execution thereof for the uses and purposes therein set forth.

IN WITNESS WHEREOF I have hereunto set my hand and official seal.

Notary Public

(Notarial Seal)
My commission expires:

CERTIFICATION PAGE
Appendix A -- Illustration G
I certify under penalty of law that I have read this application notification and the exhibits attached
hereto and incorporated herein by reference, and know the contents thereof and that the statements

therein are true and correct.

Executed at s s

(Signature(s) of Franchisor,
Subfranchisor or Broker)

(SEAL) By:
Title:
STATE OF )
)
COUNTY OF )
Personally appeared before me this day of , the above-named (and)

to me known to be the person(s) who executed the foregoing notification ( as
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and respectively, of the above-named applicant) and (each)
being first duly sworn, stated upon oath that said notification, and all exhibits submitted
herewith, are true and correct.

Notary Public
(Notarial Seal)

My Commission expires

CONSENT OF ACCOUNTANT
Appendix A -- Illustration H

A “Manually Signed Consent of Accountant” should contain the following language:

John Doe and Company, Inc. hereby consents to the use in the Franchise Disclosure
Document filed by John Smith, Inc. of our report dated April 4, 1978, relating to the financial
statements of John Smith, Inc. for the period ending December 31, 1977.

NOTE: This letter must be manually signed by the accountant.

REQUIREMENTS FOR PREPARATION OF A UNIFORM
FRANCHISE OFFERING CIRCULAR
Appendix A -- Illustration L

THE UNIFORM FRANCHISE OFFERING CIRCULAR GUIDELINES
GENERAL INSTRUCTIONS

90. Introduction: The Uniform Franchise Offering Circular (UFOC) Guidelines consist of
the Requirements, Instructions and Sample Answers (this Appendix A, Illustration L). The UFOC Guidelines
were prepared and adopted by the North American Securities Administrators Association (“NASAA”) and its
predecessor, the Midwest Securities Commission Association June 10, 1993. The members of NASAA cannot
create statutes since that is the constitutional province of state legislatures, but NASAA intends for the UFOC
Guidelines to facilitate compliance with disclosure requirements under state franchise investment laws. Where
possible, NASAA has developed uniform disclosure requirements, but differences in state laws bearing on the
franchise relationship may necessitate changes. In addition, state administrators will continue to review the
application for deficient disclosure and additional disclosure necessitated by special problems or risks in the
proposed offering.

100.  Follow these General Instructions and the Requirement and Instruction for each Item in franchise
registration applications and disclosure in the Uniform Franchise Offering Circular.

110.  Original Registration Application-Documents to File:
(a) Uniform Franchise Registration Application Page (also known as “Facing Page ™) (this
Appendix A, Illustration A);
(b) Supplemental Information Pages(s) ( this Appendix A, Illustration B);
(©) Certification Page (this Appendix A, Illustration G);
(d) Uniform Consent to Service of Process (this Appendix A, Illustration D);
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() Sales Agent Disclosure Form (this Appendix A, Illustration C);

® If the applicant is a corporation or partnership, an authorizing resolution if the application
is verified by a person other than applicant’s officer or general partner
(this Appendix A, Illustrations E,F,M and N);

(2) Uniform Franchise Offering Circular (this Appendix A, Illustration L);

(h) Application Fee (see Section 40 of Act);

(1) Auditors’s consent (or a photocopy of the consent) to the use of the latest audited financial
statements in the offering circular (this Appendix A, Illustration H) .

120. Renewal application: When state law requires renewal, mark “renewal” on the Application
page. Submit all documents required for an initial application with additions to the previously
filed documents underlined. Changes must be clearly marked so that the change is noticed easily.
File a renewal application before the prior registration has expired (see Section 10 of Act). If the
prior registration has expired, mark “Registration of an Offer or Sale of Franchises” on the facing
page and pay the fee charged for initial registrations. Redlining and bracketing changes from the
last filing will speed a re-registration. Do not mark the amendment boxes on the application page
on the first renewal filing even if documents are revised. In Illinois you can make as many
changes in a renewal filing as are necessary without paying an amendment fee.

150. “Disclose” means to state all material facts in an accurate and unambiguous manner.
Disclose clearly, concisely and in a narrative form that is understandable by a person unfamiliar
with the franchise business. For clear and concise disclosure avoid legal antiques 1 and repetitive
phrases. 2 When possible, use active, not passive voice. 3 Limit the length and complexity of
disclosure through careful organization of information in the disclosure. Avoid technical language
and unnecessary detail. Make the format and chronological order consistent within each Item.

NOTES:

1 Avoid these legal antiques. Preferred substitutes are in parentheses: aforesaid,
arising from (from); as between; as an inducement for; as part of the consideration;
as set forth in (in); as the case may be, at a later point in time; binding upon and
inure; commence (begin); condition precedent (before); condition subsequent
(after); consist of (are); engaged in business of offering (offers); for and in
consideration of the grant of the franchise; for a period of (for); foregoing;
forthwith; from time to time; hereby; herein; hereinafter; hereto; heretofore; if
necessary; in the event (if); including but not limited to (including ); in any manner
whatsoever; including without limitation (including); in conjunction with; in
connection with; in no event of (if); in whole or in part; it will be specifically
understood that; manner in which; not later than (within, by); not less than (at
least); notwithstanding; offers to an individual, corporation or partnership (offer);
on behalf of (for); precedent (before); prescribed (required); prior to (before);
provided however (but, unless); provided that (if, unless); purporting to; relating to
(under); subsequent (after); such (this); so as to (to); so long as (while); thereafter,
therefrom; thereof; thereunder; without limiting the foregoing whatsoever; with
respect to.
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> Avoid repetitive phrases. Preferred substitutes are in parentheses: agrees,
acknowledges and recognizes; any and all; are and remain; based upon, related to,
or growing out of (because); certified as true and correct (certified); consultation,
assistance and guidance (guidance); each and every; equipment, furniture, supplies
and inventory set forth on the equipment list attached as Exhibit _ (items on
Exhibit _ ); necessary and appropriate; sample, test and review (test); twenty
three (23) (write as 23).

3 The preferred phrase is in parentheses: As the franchisor prescribes (you must);
being offered (offers); consist of (is); engaged in the business of offering (offer);
giving rise to; if it becomes necessary for (if); inure to the benefit of (benefits); if
granted the right to (can); is given an opportunity to (can); is required to (must);
shall be no less than (a minimum of); shall continue in effect (continues); with the
exception of (except).

160.  Since prospective franchisees must have sufficient disclosure to understand economic
commitments and to develop a business plan, Items 5, 6, 7 and 8 must disclose the minimum and
maximum franchisee cost. The franchisor should provide reasonably available information to
allow franchisees to forecast future charges listed in these Items and to be paid to persons who are
independent of the franchisor. Future payments to the franchisor should be specific as is required
by individual Items.

170.  The disclosure for each UFOC Item should be separately titled and in the required order.
Do not repeat the UFOC question in the offering circular. Respond to each question fully. If the
disclosure is not applicable, respond in the negative but if an answer is required “if applicable,”
respond only if the requeste