
Chapter 451

SECURITIES, REAL ESTATE, AND DEBT MANAGEMENT

MICHIGAN CORPORATION AND SECURITIES COMMISSION

Act 13 of 1935

AN ACT to create a commission to be known as the Michigan corporation and securities commission; to define the
powers and duties thereof; to provide for the transfer to said commission of certain powers and duties now vested
by law in the Michigan securities commission and the secretary of state, and to abolish the Michigan securities
commission.

History: 1935, Act 13, Eff. Sept. 21, 1935

The People of the State of Michigan enact:

451.1 Michigan corporation and securities commission; creation; commissioner, term, disqualification; seal;
offices.

Sec. 1.

     A commission to be known and designated as the Michigan corporation and securities commission is hereby
created. Immediately upon the taking effect of this act a corporation and securities commissioner shall be appointed
by the governor for the term of 4 years, subject to confirmation by the senate. The said commissioner shall devote
his entire time in the performance of the duties of his office. Upon the expiration of the said term a successor shall
be appointed in like manner for a term of 4 years and until his successor is appointed and qualified. Vacancies shall
be filled in the same manner as is provided for the appointment in the first instance. Said commissioner shall not be
directly or indirectly interested in any corporation, firm or association engaged in the business of underwriting,
issuing or selling securities of any character. The commission shall adopt and have a suitable seal, of which all
courts of the state shall take judicial notice, and all proceedings, orders and decrees shall be authenticated thereby.
It shall be the duty of the board of state auditors to provide suitable offices, supplies, and equipment in Lansing,
Michigan, and in such other place or places in the state as may be determined upon by the commissioner and
governor; expenses thereof to be audited, allowed and paid in such manner as is or may be provided by law for the
payment of necessary state expenses.

History: 1935, Act 13, Eff. Sept. 21, 1935 ;-- CL 1948, 451.1 
Compiler's Notes: For transfer of powers and duties of the corporation and securities commission from the department of commerce to the
director of the department of consumer and industry services, and abolishment of the commission, see E.R.O. No. 1996-2, compiled at MCL
445.2001 of the Michigan Compiled Laws.

451.2 Corporation and securities commission; powers; employees, salary; fees.

Sec. 2.

     Said commissioner shall have the power to appoint not more than 3 deputy commissioners, who shall have the
power and authority to conduct hearings in the several matters submitted to the commissioner for his
determination, and to make report of such evidence as may be submitted to them, together with their conclusions
and recommendations, to the commissioner for his action, and shall likewise have power and authority to perform
such other duties as may be delegated to them by the commissioner. The commission shall have power to appoint a
secretary and such clerks, assistants, examiners, and other employes as shall be necessary for the proper exercise of
the powers hereby granted. The commissioner, each deputy commissioner and the secretary shall receive such
annual salary as shall be appropriated by the legislature, payable in the same manner as are the salaries of other state
officials. The salaries of clerks, assistants, examiners and other employes, shall be fixed and determined by the
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commissioner, subject to the approval of the director of finance. The commissioner, deputies and other employes of
the commission shall be entitled to reasonable expenses while traveling in the performance of any of the duties
hereby imposed. All salaries and expenses authorized hereunder shall be paid out of the state treasury in the same
manner as the salaries of other state officers and employes are paid. Any appropriation made for the Michigan
securities commission, or for the secretary of state, insofar as the corporation division thereof is concerned,
together with any sums receivable by said Michigan securities commission under any act or acts under which said
commission has existed and functioned, or receivable by the secretary of state incident to the operation of the
corporation laws of the state of Michigan, shall be paid into the general fund of the state of Michigan. For
furnishing photostatic or typewritten or other copies of records or proceedings of the commission or of documents
and papers required or permitted by law to be filed with the commission, and for certifying same, the commission
shall charge in accordance with a schedule of fees which it shall adopt with the approval of the state administrative
board, which schedule of fees may be changed or amended by the commission with the approval of the state
administrative board: Provided, however, that a minimum charge of $1.00 shall be made for each certificate.

History: 1935, Act 13, Eff. Sept. 21, 1935 ;-- Am. 1939, Act 228, Imd. Eff. June 14, 1939 ;-- CL 1948, 451.2

451.3 Michigan securities commission; abolition, transfer of powers and duties to corporation and securities
commission; records; fees, taxes and charges.

Sec. 3.

     The powers and duties now vested by law in the Michigan securities commission, by virtue of the provisions of
Act No. 220, Public Acts of 1923, and the acts amendatory thereof and supplemental thereto, and that conferred
under and by virtue of the provisions of Act No. 306, Public Acts of 1919, and the powers and duties now vested
by law in the secretary of state, with respect to the formation, organization, regulation and control of corporations,
and the fees, taxes and charges to be paid by corporations, under Act No. 327, Public Acts of 1931, as amended,
and Act No. 85, Public Acts of 1921, as amended, are hereby transferred to and vested in the Michigan corporation
and securities commission hereby created. Immediately on the taking effect of this act the Michigan securities
commission, whose powers and duties are hereby transferred, shall cease to exist and the tenure of the office of the
members thereof shall be at once terminated, and whenever reference thereto is made in any law of the state; or to
the secretary of state with reference to the formation, organization, regulation and control of corporations, and the
fees, taxes and charges to be paid by corporations, under Act No. 327, Public Acts of 1931, as amended, and Act
No. 85, Public Acts of 1921, as amended, reference shall be deemed to be intended to be made to the Michigan
corporation and securities commission. All hearings, matters and proceedings of whatever nature now pending
before the Michigan securities commission, or the secretary of state, with reference to the formation, organization,
regulation and control of corporations, and the fees, taxes and charges to be paid by corporations, under Act No.
327, Public Acts of 1931, as amended, and Act No. 85, Public Acts of 1921, as amended, shall not be terminated or
abated, but shall be transferred to the Michigan corporation and securities commission created hereby, and shall be
carried on in the same manner and subject to the same incidents as though such transfer were not made. All
records, files and other papers belonging to the Michigan securities commission, or to the secretary of state
respecting the formation, organization, regulation and control of corporations, and the fees, taxes and charges to be
paid by corporations, under Act No. 327, Public Acts of 1931, as amended, and Act No. 85, Public Acts of 1921,
as amended, the duties of which are hereby transferred to the Michigan corporation and securities commission, shall
be turned over to said commission and shall be continued as part of the records and files thereof.

History: 1935, Act 13, Eff. Sept. 21, 1935 ;-- CL 1948, 451.3 
Compiler's Notes: Act 220 of 1923, referred to in this section, was repealed by Act 265 of 1964. For provisions of Act 306 of 1919, referred
to in this section, see MCL 451.201 et seq.; Act 327 of 1931, see MCL 450.1 et seq.; and Act 85 of 1921, see MCL 450.301 et seq.

451.4 Corporation and securities commission; review of orders; injunctions.

Sec. 4.

     Any final order of said commission shall be subject to review in the manner now provided by law for reviewing
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orders of the Michigan securities commission. In no case, however, shall any injunction or other order issue,
suspending or staying any order of the commission, except after due notice to the commission and reasonable
opportunity for hearing thereon.

History: 1935, Act 13, Eff. Sept. 21, 1935 ;-- CL 1948, 451.4

BLUE SKY LAW

Act 220 of 1923

451.101-451.133 Repealed. 1964, Act 265, Eff. Jan. 1, 1965.

REAL ESTATE BROKERS AND SALESMEN

Act 306 of 1919

451.201-451.219 Repealed. 1980, Act 299, Imd. Eff. Oct. 21, 1980.

REAL ESTATE BONDS AND SECURITIES

Act 275 of 1937

AN ACT to provide for the keeping of records of real estate bonds and other real estate securities, to require
reports and other information relative to real estate bonds and other real estate securities in default, and the filing of
such information with the public trust commission, and to provide for the giving of information relative to such
defaulted obligations, by all persons, firms, associations or corporations acting as trustees, depositaries or fiscal
agents or in any other capacity in which funds may be received for the retirement of real estate bonds, notes,
debentures, certificates of participation, or other like real estate securities, or for the payment of interest thereon.

History: 1937, Act 275, Imd. Eff. July 22, 1937

The People of the State of Michigan enact:

451.251 Real estate bonds and securities; records; duties of fiduciaries; report to public trust commission,
contents; authority of commission.

Sec. 1.

     All persons, firms, associations or corporations acting as trustees or depositaries or fiscal agents or in any other
capacity in which funds may be received for the retirement of real estate bonds or other real estate securities, or for
the payment of interest thereon, shall keep an accurate record of all transactions in connection therewith, which
record shall be open to examination when bonds are in default by the public trust commission or its duly authorized
representative or representatives, and, in case of a default in principal or interest payments upon any such
obligation, shall make a report thereof to the said public trust commission, setting forth such information as it may
have of the number and face value of the bonds or securities originally issued, the number and face value of the
bonds or securities outstanding, the cash on hand for application thereon, the extent of default or deficiency in
funds for retirement of principal and interest, the period of time for which such real estate bonds or securities were
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issued, a description of the lands which constitute the security for the payment of said obligations sufficient to
identify the same, and, upon demand of the public trust commission, any other information pertinent to the default
upon such obligations or the possibility of payment thereon, and shall also, upon demand of the public trust
commission, furnish like and further information as and when the same may be required by the said public trust
commission. The public trust commission is hereby given express authority to demand that any and all additional
information necessary for the performance of its duties be included or given to supplement, at any time, any report
required hereby. Upon receiving such demand the trustee, depositary or fiscal agent shall, within the time specified
therein, furnish to the said public trust commission such of said requested information as may then be available to
said trustee, depositary or fiscal agent. Every such report and such additional information shall be in writing and
sworn to by the persons or by the owner or 1 of the owners, if a partnership or unincorporated association, or by
any officer having knowledge of the facts if a corporation acting as trustee, depositary, fiscal agent or in any other
capacity as above set forth.

History: 1937, Act 275, Imd. Eff. July 22, 1937 ;-- CL 1948, 451.251

451.252 Real estate bonds and securities; failure to file reports or give information; authority of attorney
general, procedure, requirement; taxable costs.

Sec. 2.

     Upon the failure or refusal of any person, firm, association or corporation to file reports or give information
required by this act, the attorney general upon the relation of said public trust commission, may file a verified
petition in the proper circuit court in chancery praying for the production of any and all records or other
information relative to any such obligation in default and for permission to examine any person or persons in
relation thereto, and the court may thereupon enter an order directing the production of any and all records, papers,
documents or other information and the appearance of any person or persons to be examined on a day to be fixed
by the court: Provided, however, That no action as herein provided shall be taken by the attorney general except
upon request of said public trust commission and unless and until there shall have been deposited with said public
trust commission an amount of money by the holder or holders of such obligations sufficient to meet all expenses in
connection with such proceeding, the initiation of the proceeding and the amount of said deposit required to rest
solely within the discretion of the attorney general and said public trust commission. The circuit court upon the
conclusion of the hearing on such petition may tax the costs of said proceeding. Any and all proceedings by virtue
of such petition, not otherwise prescribed herein, shall be in accordance with the usual chancery practice.

History: 1937, Act 275, Imd. Eff. July 22, 1937 ;-- CL 1948, 451.252

PROTECTIVE COMMITTEES

Act 89 of 1933

AN ACT to prevent fraud, deception and imposition in the solicitation within the state of Michigan of the deposit
of bonds, notes, debentures and other evidences of indebtedness under, and/or the consent of the holders or owners
of such securities, to a protective committee agreement, and to prevent fraud, deception and imposition in the
operations and activities of protective committees organized within the state of Michigan to act for and in behalf of
the holders or owners of such securities, and for such purposes to create a commission to regulate and supervise
the establishment and the operations of protective committees, depositaries under protective committee
agreements, and solicitors for protective committee agreements; to authorize said commission to have supervision
over defaulted bonds, notes, debentures, certificates of participation and similar evidences of indebtedness; to
prescribe the powers and duties of such commission; to license members of protective committees, depositaries
under protective committee agreements and solicitors for protective committee agreements; to regulate and
supervise and control the solicitation by anyone of bonds, notes, debentures and all other similar evidences of
indebtedness, issued by the maker of any security for the purpose of procuring the modification and/or amendment
and/or foreclosure of any instrument in writing securing any issue of bonds, notes, debentures and all other similar
evidences of indebtedness; to authorize such commission to act as custodian or receiver and appoint custodians,
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agents and managers of defaulted mortgage property under orders of court or otherwise; to prescribe penalties for
violation of this act; and to repeal Act No. 37 of the Public Acts of the first extra session of 1932.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- Am. 1935, Act 218, Imd. Eff. June 8, 1935

The People of the State of Michigan enact:

451.302 Protective committees, depositaries and solicitors; definitions.

Sec. 2.

     Definitions as used in this act are as follows:
    (a) The term "commission" means the public trust commission as hereinbefore created.
    (b) The term "person" or "persons" shall include natural persons, corporations, partnerships, associations,
companies, and syndicates.
    (c) The term "security" or "securities" shall include bonds, notes, debentures, and any other instrument of like
character used to evidence indebtedness.
    (d) The term "protective committee" shall include all persons who propose or purport to act, or who are now
acting, for and in behalf of others and/or themselves with respect to a security and/or for the purpose of protecting
and preserving the common interests of the holders or owners of the particular security.
    (e) The term "depositary" shall include all persons who propose to act, or who are now acting, in connection
with a protective committee for the purpose of accepting securities for deposit under and/or consents to a
protective committee agreement.
    (f) The term "solicitor" shall include all persons who procure or solicit directly or indirectly, or who are now
procuring or soliciting directly or indirectly the deposit of securities with a depositary under a protective committee
agreement or similar instrument and/or who procure or solicit directly or indirectly, or who are now procuring or
soliciting directly or indirectly, the consent of holders or owners of securities to a protective committee agreement
or similar instrument.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- CL 1948, 451.302

451.303 Protective committees, depositaries and solicitors; license applications, fees, hearing, bonds;
inactive committee or depositary; names, inspection.

Sec. 3.

     It shall be unlawful for any person to act as a member of a protective committee, as a depositary or as a solicitor
in this state for the purpose of procuring the modification and/or amendment and/or foreclosure of any instrument
in writing securing any issue of bonds, notes, debentures and all other similar evidences of indebtedness without
first procuring a license and continuing to be licensed therefor. Any person desiring a license either as a member of
a protective committee, as a depositary, or as a solicitor shall apply therefor to the commission upon application
forms to be furnished by the commission. Such application shall, in the event that the applicant is a natural person,
set forth the name, age, residence, business address, principal occupation and antecedent business experience of the
applicant, the name of the security with respect to which the applicant desires to act, and such other facts as the
commission shall require. In the event that the applicant is a non-natural person the application shall set forth such
pertinent information as the commission may require including information and facts concerning the applicant's
principal officers or members similar to those required of natural persons. The commission may require such further
information as it shall deem necessary to satisfy it of the integrity and the financial responsibility of the applicant.
Every application shall be under oath. An annual license fee of 5 cents for each 1,000 dollars par value of
outstanding bonds or notes shall be charged each protective committee and each depositary, and an annual license
fee of 25 dollars shall be charged each solicitor, for each issue, and these respective license fees shall accompany
the application: Provided, however, That the commission, in its discretion, may provide that such respective license
fees need not accompany the application, but the payment thereof may be deferred to such time as the commission
shall designate. In case the payment of such respective license fees is deferred as above provided, such fees shall be
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a lien on the securities deposited. If the commission should conclude that a license should not issue, the application
may be denied: Provided, That no order of denial shall be entered until the applicant has been given a hearing on the
reasons for such denial. Any duly licensed member of a protective committee may act as a solicitor without
procuring a license as such.
     The commission may in its discretion require a sufficient bond to be filed by each of the members of the
bondholder's committee. Such bonds shall be subject to the approval of the commission.
     In case any protective committee or depositary which is in existence at the time this act shall take effect, shall
fail to function, the commission, in its discretion, may grant to the protective committee or depositary whose
application covering the same issue of securities has been granted under the provisions of this act, power to
function as and in lieu of such inactive protective committee or depositary or the commission may designate a
person or persons to act as a protective committee and/or the commission may designate a person or persons to act
as a depositary under the provisions of this act, and/or the commission may designate a person or persons to act as
conservator of the deposit agreement of the inactive protective committee and/or the deposited securities pledged
or remaining or deposited under the emergency clause of this act. In all cases of inactive or delinquent protective
committees or inactive or delinquent depositaries the commission shall have power to summon and compel such
committees and/or depositaries to appear at a hearing before said commission, by giving 3 days notice to such
inactive or delinquent committee and/or depositary. At such hearing, the commission shall take proofs and hear
evidence as to the delinquency and/or inactivity complained of. In the event the commission shall decide that it is
necessary for the safeguarding of the interests of the holders or owners of the particular security under control of
delinquent and inactive committee and/or depositary it shall enter such order in the premises in accordance with its
findings, and shall have power to compel the inactive or delinquent committee and/or depositary to surrender,
deliver and yield up forthwith to the commission, or to any depositary nominated by said commission, all securities
of every kind theretofore deposited with said inactive or delinquent committee or depositary whose license was
revoked by this commission and make such other order and/or orders in the matter, as may be necessary or
advisable in the judgment of the commission to safeguard and protect the interest of said security holders, and
preserve any liens, attaching to such securities. The names and addresses of bondholders filed with the commission
shall be open to the mortgagor, or successor to title of record upon proper application to the commission, but shall
not be made public or subject to inspection by anyone not connected with the commission, except by order of the
commission.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- Am. 1933, Act 205, Imd. Eff. June 28, 1933 ;-- Am. 1935, Act 218, Imd. Eff. June 8,
1935 ;-- CL 1948, 451.303

451.304 Protective committees, depositaries and solicitors; licenses, non-resident applicants, filing; service
of process.

Sec. 4.

     Every applicant for a license who is a non-resident of this state shall file with the application an irrevocable
consent that suits and actions arising out of or founded upon any activity of such applicant in this state as a member
of a protective committee, as depositary, or as solicitor, as the case may be, may be commenced against the
applicant in the proper court of any county in the state in which the plaintiff may reside, or if the plaintiff is a non-
resident, in Ingham county, by the service of any process authorized by the laws of this state on the chairman of the
commission; said consent stipulating and agreeing that such service of any process on such chairman shall be taken
and held in all courts to be as valid and binding as if due service had been made on the applicant personally. All
process which shall be served upon said chairman in reliance upon the consent of an applicant shall be served in
duplicate, 1 of which shall be retained in the office of the commission and the other forwarded by the commission
forthwith by registered mail to the address of the person against whom said process is directed.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- CL 1948, 451.304

451.305 Protective committees, depositaries and solicitors; licenses, suspension or revocation.

Sec. 5.
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     The commission shall have the power to suspend or revoke licenses once issued for any practices on the part of
the person licensed partaking of, or actually resulting in, fraud, deception or imposition upon the holders or owners
of securities whether or not such holders or owners have deposited their securities and/or consented to a protective
committee agreement, and also for activity in violation of the commission's orders or rulings or the provisions of
this act, or in case of members of protective committees for failure to act expeditiously in the matter with respect to
which they organized: Provided, That no order of suspension or revocation of license shall be entered until the
person licensed has been given a hearing on the reasons for such suspension or revocation. Upon notice of
revocation, it shall be the duty of the person licensed to return the license to the commission for cancellation.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- CL 1948, 451.305

451.306 Protective committees; statement, contents; application to solicit security holders.

Sec. 6.

     Before any protective committee now in existence or hereafter formed, shall employ solicitors, or itself solicit,
the deposit of securities with a depositary under a protective agreement and/or the consent of holders or owners of
securities to a protective agreement, it shall file with the commission a statement under oath containing the
following information:
    (a) The amount of the particular security originally issued;
    (b) The amount of the particular security outstanding at the date of the execution of the statement;
    (c) The names and addresses of all persons known to or believed by the protective committee to be the holder or
owner of the particular security and the amount of the particular security which such persons severally hold or own;
    (d) A copy of the agreement or indenture, if any, under which the security was issued;
    (e) The purpose and reasons for the organization and formation of the protective committee;
    (f) A copy of the depository or protective agreement which the protective committee proposes to employ, and in
the case of existing protective committees, a copy of the depository or protective agreement which the committee is
now employing, in the procurement of the deposit of securities and/or the consent to a protective committee
agreement of the holders or owners of securities;
    (g) A complete list of the names and addresses of the members of the protective committee and an identification
of its chairman and its secretary;
    (h) The name and address of the person or persons who executed the security.
     The foregoing statement shall, in the case of protective committees organized after the date this act goes into
effect, be accompanied by an application for permission to solicit the holders or owners to make deposit of the
particular security under, and/or to procure the consent of holders or owners to the proposed protective committee
agreement, and no such solicitation shall be made unless and until the application is granted by the commission.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- CL 1948, 451.306

451.307 Protective committees; solicitation of security holders; fraud, conditions, limitation of charges.

Sec. 7.

     The right to solicit the deposit of securities by, and/or the consent to a protective committee agreement of, the
holders or owners of securities in this state by protective committees organized after this act goes into effect shall
not be granted by the commission in any case where it appears to the commission that such solicitation of deposit
and/or consent would work a fraud, deception, or damage on the holders or owners of said securities. The
commission may impose such conditions as it may determine to be necessary to safeguard the holders or owners of
the particular security and said commission may also supervise the terms and provisions of the depository or
protective committee agreement and may limit the compensation of, and the charges to be made against a
depositing and/or consenting holder or owner, by the protective committee, which compensation shall include all
expenses of said protective committee, its agents, and attorneys.
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History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- CL 1948, 451.307

451.308 Protective committees; notice to issuer of security, objections, hearing.

Sec. 8.

     Before said commission shall authorize a protective committee which is organized after this act goes into effect
to solicit, either through its members or its employes, the deposit of securities and/or the consent of holders or
owners of securities, it shall cause notice to be served by registered mail upon the person or persons who executed
said security, advising said person or persons that an application for permission to solicit the deposit of the
particular security and/or the consent of the holders or owners to a protective committee agreement has been filed
with said commission and that if there are any objections to the granting of such application written objections
thereto shall be filed with the commission within 15 days from the date of the receipt of said notice. The
commission is hereby authorized and empowered for good cause shown to extend the time within which such
written objections may be filed.
     In the event that no written objections are filed with said commission by the person or persons who executed
said security within 15 days from the date of the receipt of the aforesaid notice or within such further time as the
commission may allow, said commission shall proceed promptly to dispose of said application.
     In the event, however, that written objections are filed within proper time as aforesaid, the commission shall
promptly serve notice upon the chairman and secretary of the protective committee and upon the person or persons
who filed the written objections that a hearing of the matter will be had before the commission at a time and place
designated by the commission. At such hearing there may be presented to the commission such testimony and
evidence as bears upon the question whether the solicitation of the deposit of securities and/or the consent of
holders or owners to the protective committee agreement would work a fraud, deception, or damage on the holders
or owners of said security. After said hearing, the commission shall proceed promptly to dispose of said application.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- CL 1948, 451.308

451.309 Protective committees; records and reports.

Sec. 9.

     Every protective committee now in existence or hereafter to be formed shall keep a written record of its
meetings, doings and activities and it shall file with the commission at least as often as once each month a written
report under oath of its meetings, doings and activities for the period preceding the date of the report. The report
shall set forth the minutes of its meetings, all data as to negotiations with or in behalf of the holders or owners of
the security with respect to which the protective committee was organized; the names and addresses of persons
who have deposited their security and/or consented to the protective committee agreement, the total amount of the
security which has been deposited and/or with respect to which consent to the protective agreement has been
obtained, and such other or further facts pertinent to its activity. Said commission may request any protective
committee to supplement its reports from time to time with such information as the said commission may deem
necessary or expedient.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- CL 1948, 451.309

451.310 Protective committees; authority to take action.

Sec. 10.

     No protective committee, either now in existence or hereafter to be organized, shall take or authorize the taking
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of any action by suit or otherwise, against the property and/or business with respect to which a security was issued
and/or against any person or persons liable or obligated in connection with said property or security, or consent to
or approve of any plan, agreement, sale or exchange with respect to such security and/or property, unless the
authority so to do has been conferred upon the protective committee by the commission.
     Any committee desiring to obtain such authority shall file with the commission an application therefor; which
application shall set forth the proposed action, plan, agreement, sale or exchange. Thereupon the commission shall
enter an order appointing a time and place for a hearing before the commission upon said application and upon the
fairness of the terms and conditions of the proposed action, plan, agreement, sale or exchange, and providing for
the giving of notice of said hearing, either by mail or by publication, or both, as the commission shall determine, to
all holders or owners of said securities, and to all persons to whom it is proposed to issue securities in exchange for
1 or more bona fide outstanding securities, claims or property interests, or partly in such exchange and partly for
cash. Any interested party, including all persons to whom it is proposed to issue securities in such exchange, shall
have the right to appear at said hearing and to be heard.
     The commission shall have the authority to approve said application, if satisfied that said action, plan,
agreement, sale or exchange will not work a fraud, deception or damage upon the holders or owners of the
securities affected thereby. If it is proposed to issue any security in exchange for 1 or more bona fide outstanding
securities, claims or property interests, or partly in such exchange and partly for cash, authority to make, consent to
or approve of such exchange shall not be granted unless, after such hearing, the fairness of the terms and conditions
of such exchange are approved by the commission.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- Am. 1935, Act 218, Imd. Eff. June 8, 1935 ;-- Am. 1943, Act 149, Imd. Eff. Apr. 14,
1943 ;-- CL 1948, 451.310

451.311 Public trust commission; investigations, audits and appraisals.

Sec. 11.

     The said commission is authorized and empowered to make investigations, audits, or appraisals relative to or in
connection with the property and/or business located in this state with respect to which the security for the
protection of which a protective committee has been organized. The said commission is authorized to act for and in
behalf of the holders or owners of defaulted mortgage securities by acting as custodian, and is hereby authorized to
appoint custodians of defaulted mortgage property and to have supervision of defaulted bonds, notes, debentures,
and any other instruments of like character used to evidence indebtedness secured by mortgage. All books, records
and documents of the commission whether filed with it or prepared by it shall be open to the public.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- Am. 1935, Act 218, Imd. Eff. June 8, 1935 ;-- CL 1948, 451.311

451.312 Public trust commission; subpoenas, oaths, records.

Sec. 12.

     The said commission is authorized and empowered to issue subpoenas to compel the attendance of witnesses
and to compel the production of books, records and documents in connection with any investigation, hearing, or
other matter pending before the board, to issue process to compel such attendance and production. Each member
shall be authorized to swear witnesses and administer oaths in any matter coming before him or the commission.
The commission shall keep records of its hearings, meetings and other activities. Any witness who refuses to obey a
subpoena or who refuses to be sworn or testify, or who fails to produce any papers, books or documents touching
any matter under investigation, or any witness, party or attorney who is guilty of any contempt while in attendance
at any hearing held under this act may be punished as for contempt of court; and for this purpose an application
may be made to any circuit court within whose territorial jurisdiction the offense is committed, and for which
purpose the court is hereby given jurisdiction.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- CL 1948, 451.312
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451.313 Public trust commission; investigations; costs; audits and appraisals.

Sec. 13.

     Any person interested in any security in connection with which a protective committee is organized may request
the commission to make an investigation, audit, or appraisal and report with respect to the property or business to
which the security pertains. However, before any investigation, audit, or appraisal and report is made by the
commission upon such a request, the person so requesting shall, if required by the commission, deposit with the
commission the sum of money that the commission considers necessary to meet the cost of the investigation, audit,
or appraisal and report. If the deposit is insufficient to defray the cost of the investigation, audit, or appraisal and
report, the commission may request further deposits as a condition of the continuance by it of its investigation,
audit, or appraisal and report. All money so deposited shall be deposited by the commission in the state treasury in
a special fund and disbursements from that fund shall be upon the warrant drawn on the state treasurer, and any
disbursements shall be for the purposes for which the money is paid. Any excess over and above the cost of the
requested investigation, audit, or appraisal and report shall be returned to the person who made the deposit.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- CL 1948, 451.313 ;-- Am. 2002, Act 104, Imd. Eff. Mar. 27, 2002

451.315 Public trust commission; suspension of orders, grounds, procedure.

Sec. 15.

     The commission may temporarily suspend any of its orders when it appears to such commission that the terms
of an order have been or are about to be violated but no such suspension order shall be effective for longer than 10
days unless the commission shall within such time serve notice upon the persons affected of the reason therefor, and
shall grant a hearing thereon at a date not more than 15 days from the date of the suspension order. After such
hearing the commission may either withdraw its suspension order or make the order of suspension a permanent
order of revocation in accordance with the evidence.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- CL 1948, 451.315

451.316 Aggrieved parties; action in circuit court.

Sec. 16.

     Any person aggrieved by any order or action of the commission may apply to the circuit court of which such
person is a resident or to the circuit court for Ingham county for any relief to which said person shall deem himself
entitled, and in said suit the members of said commission shall be named as defendant and process may be served on
the commission by serving any member thereof: Provided, That no injunction or other order shall issue suspending
or staying any order or decree of said commission except after due notice to the commission and a reasonable
opportunity for hearing thereon.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- CL 1948, 451.316

451.317 Fiduciary's relation to security holders; reports of purchases.
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Sec. 17.

     All mortgagors and all persons who are depositaries, solicitors, and members of protective committees shall be
deemed to be in a fiduciary relationship to the holders or owners of the securities with respect to which they are
mortgagors, depositaries, solicitors, and members of protective committees, respectively, whether or not such
holders or owners have deposited their securities and/or consented to the protective committee agreement; and
every purchase by a mortgagor, depositary, solicitor or member of a protective committee of securities with respect
to which such purchaser is the mortgagor, depositary, solicitor or member of a protective committee, respectively,
shall be forthwith disclosed in writing to the commission by such purchaser.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- Am. 1937, Act 212, Imd. Eff. July 21, 1937 ;-- CL 1948, 451.317

451.318 Construction of act; severing clause.

Sec. 18.

     The provisions of this act shall be liberally construed to the end that the purposes thereof may be accomplished
by preventing fraud, deception and damage on holders or owners of securities. Should any section or clause of this
act be declared invalid by any court of last resort having jurisdiction in the premises, then such decision shall affect
only the section or clause so declared to be invalid and shall not affect any other section or clause of this act.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- CL 1948, 451.318

451.318a Bonds; exception from act; securities exempt from blue sky law and mortgage tax act.

Sec. 18a.

     The provisions of this act shall not be construed to apply to the bonds and other obligations issued by the United
States government, by any state of the United States, or by any political subdivision thereof, or by any assessment
district.
     The exchange of securities for other securities, when such exchange has been approved by the commission, shall
be exempt from the provisions of Act No. 220 of the Public Acts of 1923, as amended, and Act No. 91 of the
Public Acts of 1911.

History: Add. 1933, Act 205, Imd. Eff. June 28, 1933 ;-- CL 1948, 451.318a 
Compiler's Notes: Act 91 of 1911, referred to in this section, was repealed by Act 301 of 1939. Act 220 of 1923, also referred to in this
section, was repealed by Act 265 of 1964.

451.319 Violation of act; penalty.

Sec. 19.

     Any person violating any of the provisions of sections 3, 5, 6, 9, 10 and 17 shall be punished by a fine of not less
than 500 dollars nor more than 5,000 dollars, together with costs of prosecution, or by imprisonment in the
Michigan reformatory at Ionia, state prison or other penal institutions for not less than 6 months nor more than 2
years, or both such fine and imprisonment in the discretion of the court. The term "person" as is used in this section
shall include an officer or employe of a corporation or a member or employe of a partnership who as such officer,
employe or member is under duty to perform the act in respect to which the violation occurred.

History: 1933, Act 89, Imd. Eff. May 25, 1933 ;-- CL 1948, 451.319
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TRUST MORTGAGES AND BONDS

Act 208 of 1933

451.351-451.365 Repealed. 1964, Act 256, Eff. Aug. 28, 1964.

TRUST MORTGAGE FORECLOSURE

Act 210 of 1933

AN ACT to provide for the acquisition, management and disposition, by the trustee or trustees as a trust under the
jurisdiction of equity, of property mortgaged to such trustee or trustees to secure bonds or other obligations, where
such acquisition is requested or assented to by the holders of a majority in amount of such bonds or obligations and
no bid for the mortgaged property at public sale under decree of foreclosure was or is made or appears to be
obtainable for a sum representing the fair and reasonable value of the interest in said property of all holders of such
bonds or obligations; to provide for the concurrence or non-concurrence of such holders in said request and for the
method, time and manner of payment to non-concurring holders of their pro rata share of the amount so bid by said
trustee or trustees.

History: 1933, Act 210, Imd. Eff. July 3, 1933

The People of the State of Michigan enact:

451.401 Trust mortgage foreclosure; definitions.

Sec. 1.

     As used in this act:
     The term "trust mortgage" means any trust mortgage, trust indenture or deed of trust given to secure bonds or
other obligations issued and authenticated as therein set forth.
     The term "trustee" means the trustee or trustees of any such "trust mortgage."
     The term "bonds" means bonds or other obligations outstanding and secured by any such "trust mortgage."
     The term "request" as used in sections 2 and 3 of this act means the written request filed by the trustee or
holders of bonds for authorization of the trustee to bid for and acquire the mortgaged property as provided in
section 2 of this act.
     The term "non-concurring holder or holders" means such holder or holders as shall have filed written refusal to
concur in said "request."

History: 1933, Act 210, Imd. Eff. July 3, 1933 ;-- CL 1948, 451.401

451.402 Trust mortgage foreclosure; insufficient bid; request for trustee to bid, procedure.

Sec. 2.

     Upon filing in any circuit court in chancery a report of the proceedings had in relation to the sale under a decree
of said court for the foreclosure of any trust mortgage given to a trustee to secure bonds issued and authenticated
as therein set forth, if it shall appear from said report that no bid was made for the mortgaged property or if a bid
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therefor was made and it shall, in the manner hereinafter set forth, be made to appear to the court that the sum so
bid does not represent the then fair and reasonable value of the interest of the holders of such bonds secured
thereby, and, in either event, that no bid for a sum representing such fair and reasonable value of said interest
appears to be obtainable, the court may authorize the trustee to bid for and acquire said mortgaged property as
hereinafter set forth. Such authorization to bid for and acquire such property shall be made only upon written
request therefor to said court by said trustee, or the holders of not less than a majority of the amount of such bonds
then secured by said trust mortgage. The request by such holders may be executed by said holders in person, or by
agent or attorney. Upon the filing of such request the court shall make an order requiring all interested persons to
appear at a time to be designated in said order and show cause, if any, why the court should not authorize the
trustee to bid for and acquire the mortgaged property as above provided. The trustee shall cause said order to be
published in some newspaper designated by the court and printed in the county where such foreclosure proceedings
are pending, and/or in such other newspaper as the court may direct, once in each week for 15 successive weeks
prior to the return day of said order to show cause and shall mail or cause to be mailed a copy thereof to the
mortgagor, to all other parties in said foreclosure proceedings and to each holder of said bonds secured by said
mortgage insofar as the names of such holders are known to the trustee, at least 12 weeks prior to the date
specified in said order, such notice to be mailed in each instance to the last known postoffice address. Proof of such
publication and of such mailing shall be filed in said proceedings on or before the return day of said order, and
proof of mailing shall be sufficient if made by affidavit of the trustee, or by an agent, employee or representative of
the trustee having knowledge of the facts, merely avering [averring] that a copy of said order was so mailed.
Neither the validity nor the regularity of proceedings under this act shall be affected by the fact that any mortgagor,
party, holder of said bonds or interested person may not have had actual notice of said order to show cause or by
the fact that a copy of said order may not have been mailed to, or, for any other reason, may not have been received
by such mortgagor, party, holder of said bonds or interested person. Any interested party shall have a right to be
heard and may offer testimony upon the hearing on said order to show cause. On or before the return day of said
order to show cause any holder of bonds secured by said trust mortgage may file in writing a refusal to concur in
such request. An order authorizing but not requiring the trustee to bid for and acquire the mortgaged property for
such sum as shall, in the judgment of the court, represent the fair and reasonable value of the interests therein of the
holders of the bonds may be entered if, upon said hearing, the court shall find either that no bid was made for the
property offered for sale under said decree or that the sums so bid therefor did not represent the fair and reasonable
value of the interests of such holders in said property and that no bid for a sum representing such fair and
reasonable value of such interest appears to be obtainable: Provided, however, That no such order shall be entered
where the request has been made by the trustee unless the holders of not less than a majority of the amount of such
bonds then outstanding shall, prior to the entry of said order, have joined in said request, by a writing filed in said
proceedings executed by said holders in person or by agent or attorney. The trustee may make said bid in open
court or may file said bid in writing in said proceedings within 30 days after the entry of said order. Such bid for
and acquisition of said property by said trustee shall be for and on behalf of all holders of bonds secured by said
trust mortgage who shall not, in the manner herein set forth, have filed in said proceedings their written refusal to
concur in the request whereon said order to show cause was entered, according to respective pro rata interests, and
every holder of said bonds shall be conclusively presumed to have assented to such acquisition of said property and
to the use of such bonds of such holders therefor unless such holder shall have filed such refusal to concur. Any
such acquisition by the trustee shall be subject to all rights of redemption of the mortgagor and other parties. The
subsequent transfer of any bond in respect of which any request, assent or action under any provision of this act
shall have been made, presumed or taken shall not affect such request, assent or action. To the extent of the net
amount which would have been distributable on the bonds secured by said trust mortgage if such bid were fully paid
in cash, the bid shall be satisfied by a pro rata credit deemed to have been made on each such bond. The court shall
make provision in said order for payment to non-concurring holders of their pro rata share of the net amount to
which each of said holders shall be entitled by reason of said bid and acquisition.

History: 1933, Act 210, Imd. Eff. July 3, 1933 ;-- CL 1948, 451.402

451.403 Trust mortgage foreclosure; payment to non-concurring holders.

Sec. 3.

     The court may in its discretion provide in said order that such payment to non-concurring holders may be made
in installments, or otherwise deferred for a period of time if the amount so deferred shall not exceed 25 per cent of
the net amount of the bid: Provided, however, That the full pro rata to be paid said non-concurring holders
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hereunder shall, in any event, be made within 18 months from the entry of said order. The sum so deferred shall
bear interest at the rate borne by said bonds. No personal obligation for such deferred payment shall be imposed
upon the trustee but such deferred payment shall be secured upon the right, title and interest acquired by the trustee
as a result of such acquisition and shall be enforced as herein provided. If payment to said non-concurring holders
shall not be made as provided in said order, the court may, upon application of any non-concurring holder to whom
such payment shall not have been made, order the trustee to sell the property so purchased by the trustee, or such
part thereof as may be necessary, either at public or private sale after notice thereof shall have been given to all
interested parties in such manner as the court shall direct, and out of the proceeds of said sale pay the sums due said
non-concurring holders, the balance, if any, to belong to the beneficiaries of the trust hereafter provided for and to
be held and dealt with by the trustee as the court shall direct.

History: 1933, Act 210, Imd. Eff. July 3, 1933 ;-- CL 1948, 451.403

451.404 Trust mortgage foreclosure; trustee, maintenance and operation of property; sale, accounting.

Sec. 4.

     Any property acquired by the trustee as aforesaid shall be managed and administered by the trustee under and in
accordance with the rules and principles of law and equity pertaining to express trusts generally subject to the
jurisdiction of said court to be exercised in said cause by proceedings subsequent to the decree therein. The trustee
shall be allowed all proper expenses and disbursements and reasonable compensation to be approved by the court.
The trustee shall have power and authority to repair, maintain, protect, preserve and operate or lease the property
until such time as a sale or other disposal thereof shall be approved or directed. The trustee may borrow money for
any of said purposes, to discharge prior liens, taxes, assessments or other incumbrances against said property or for
any other purpose of the trust and may secure such money so borrowed by mortgage of said property or by pledge
of the income thereof. Any such mortgage or pledge shall be superior to and binding on the interests of the
beneficiaries of said trust. It shall be the duty of the trustee to negotiate and effect a sale or other disposal of the
property and make distribution of the proceeds of such sale or disposal to the beneficiaries of the trust at the
earliest time at which the same can be done without sacrifice of the fair and reasonable value of such property. Any
sale, unless for cash, shall be upon such terms as the court may approve after notice shall have been given to all
beneficiaries of the trust in such manner as the court shall direct. No operating contract which is for more than 2
years or borrowing of money, mortgage, sale or other disposal shall be made except by and with the approval and
authorization of the court upon notice in such manner as the court shall direct to the beneficiaries of said trust. The
court may provide such other terms and conditions of the trust and powers, duties and authority of the trustee, not
inconsistent with the foregoing, as to the court shall be deemed to be to the interests of the beneficiaries of the trust
as a whole. Upon the complete consummation of a sale or other disposition of all of the trust property the trustee
shall render in writing a full and complete report and account of the administration of said trust and of the
distribution of the assets, income and proceeds thereof upon which a hearing shall be had after such notice to the
beneficiaries of the trust as the court shall direct. If any such trust shall continue for more than 1 year an account
and report of the administration of such trust shall be rendered at such times as may be required by the court but at
least annually and when any such report shall have been made the final account and report aforesaid shall be
required to cover only from the date of the then last account and report.

History: 1933, Act 210, Imd. Eff. July 3, 1933 ;-- CL 1948, 451.404

451.405 Construction and application of act; severing clause.

Sec. 5.

     This act is intended to be remedial and to be liberally construed and to be supplemented by rule of court if
necessary or expedient to the accomplishment or furtherance of the intents and purposes thereof. This act shall be
applicable to and in all foreclosure proceedings of the nature aforesaid pending at the time of the coming into effect
hereof in which the sale shall not then have been confirmed as well as to and in all such proceedings begun after the
coming into effect hereof. If any provision hereof shall be found invalid or unenforceable the remaining provisions
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hereof shall not be affected thereby.

History: 1933, Act 210, Imd. Eff. July 3, 1933 ;-- CL 1948, 451.405

DEBT MANAGEMENT ACT

Act 148 of 1975

AN ACT to regulate the business of debt management; to require licenses and establish license fees; to prescribe
the powers and duties of certain state agencies and officials; to establish requirements for debt management
contracts; to provide for the disposition of revenues; to provide penalties; and to repeal acts and parts of acts.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015

The People of the State of Michigan enact:

451.411 Short title.

Sec. 1.

     This act shall be known as the "debt management act," and shall be broadly construed to effectuate its purpose
of providing protection to the public.

History: 1975, Act 148, Eff. Mar. 31, 1976 
Compiler's Notes: For transfer of powers and duties of the corporation and securities bureau from the department of commerce to the
director of the department of consumer and industry services, see E.R.O. No. 1996-2, compiled at MCL 445.2001 of the Michigan Compiled
Laws.For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development bureau to the office
of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.

451.412 Definitions.

Sec. 2.

    As used in this act:
    (a) "Business of debt management" means providing or offering to provide debt management to 1 or more
residents of this state.
    (b) "Certified counselor" means an individual who is certified by a training program or certifying organization,
approved by the director, that authenticates the competence of individuals who provide education and assistance to
other individuals in connection with debt counseling and financial counseling functions.
    (c) "Counselor" means a certified counselor who is an employee or agent of a licensee who engages in financial
counseling and debt counseling functions.
    (d) "Creditor" means a person for whose benefit a licensee collects and disperses money. The term does not
include a licensee.
    (e) "Debt management" means the planning and management of the financial affairs of a debtor and the receipt of
money from the debtor for distribution to 1 or more of the debtor's creditors in payment or partial payment of the
debtor's obligations.
    (f) "Debtor" means a person from which money is collected for the benefit of a creditor of the debtor.
    (g) "Debtor's obligation" means any current or past-due monetary obligation of the debtor, including, but not
limited to, amounts owed for payment of credit cards, utilities, mortgages, student loans, home equity loans,
personal loans, judgments, garnishments, property taxes, rent, or vehicle loans or leases or any other obligation
whether secured or unsecured or whether or not the obligation has a principal and interest component.
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    (h) "Department" means the department of insurance and financial services.
    (i) "Director" means the director of the department or his or her authorized representative.
    (j) "Fair share program" means a program in which voluntary contributions are made by some creditors to a
licensee based on a percentage of the amount disbursed by the licensee on behalf of a debtor.
    (k) "Fees and charges of the licensee" means the total amount of money charged a debtor by a licensee, including
the $50.00 initial payment and any charges for advice, credit reports, educational materials and resources, or
referrals.
    (l) "License" means a written certificate or exemption order issued by the director under this act.
    (m) "Licensee" means a person that is licensed, or is required to be licensed, under this act to perform debt
management services and is located inside or outside the boundaries of this state.
    (n) "Locator service" means a telephone service that automatically connects callers to a network of member
service providers, based on geographic location or another parameter.
    (o) "Office" means each location, described by street name, building number, city, and state, where a person
engages in the business of debt management.
    (p) "Person" means an individual, corporation, partnership, association, joint stock company, trust if the interests
of the beneficiaries are evidenced by a security, limited liability company, or other legal entity.
    (q) "Sweep arrangement" means an arrangement that provides for a temporary or permanent transfer of funds
from 1 trust account to another trust account when a predetermined time, account balance, or other condition
occurs or is fulfilled.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.413 Business of debt management as financial planning service requiring license; exception.

Sec. 3.

    (1) Except as provided in subsection (2), a person engaged in the business of debt management is rendering a
financial planning service and must obtain a license under this act.
    (2) Subsection (1) does not apply to the following when engaged in the regular course of their respective
businesses and professions:
    (a) An attorney at law, if providing debt management advice incidental to his or her law practice.
    (b) A certified public accountant, if providing debt management advice incidental to his or her accounting
practice.
    (c) A bank, fiduciary, savings and loan institution, or credit union duly authorized and admitted to transact
business in this state and performing credit and financial adjusting service in the regular course of its principal
business.
    (d) A title insurer or abstract company, while doing an escrow business.
    (e) An employee or agent of a licensee, acting solely in the capacity of agent for the licensee.
    (f) A judicial officer or person acting under court order.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.414 License required; contract made by unlicensed person void; persons eligible for exemption.

Sec. 4.

    (1) A person located within or outside of the boundaries of this state shall not engage in the business of debt
management without first obtaining a license under this act. A contract to provide debt management made by a
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person without a license is null and void.
    (2) The department may grant a person that provides debt management services and receives compensation
primarily from governmental organizations, governmentally sponsored organizations, charitable trusts, or
foundations that have tax-exempt status under section 501(c) of the internal revenue code of 1986, 26 USC 501, an
exemption from any provision of this act if the person demonstrates that the person has safeguards in the handling
of debtor funds and the department finds that the exemption is in the public interest.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.415 License; application; filing requirements; expiration and renewal of license; books and records;
financial statement; licensee with board of directors or equivalent.

Sec. 5.

    (1) An applicant for a license to engage in the business of debt management shall file an application with the
director in writing and under oath that includes all of the following:
    (a) The name and exact address of the applicant and the name and address of each of the following, as
applicable:
    (i) If the applicant is a corporation, its officers and directors.
    (ii) If the applicant is an association, its officers and directors.
    (iii) If the applicant is a partnership, its partners.
    (iv) If the applicant is a limited liability company, its manager or managers.
    (v) If the applicant is any other legal entity, its manager or other person designated to control the operation of
that legal entity.
    (b) A copy of a certificate of an assumed name, if applicable.
    (c) One or more of the following, as applicable:
    (i) If the applicant is a corporation, a copy of the articles of incorporation.
    (ii) If the applicant is an association, a copy of the organizational documents of the association.
    (iii) If the applicant is a partnership, a copy of the partnership agreement.
    (iv) If the applicant is a limited liability company, a copy of the articles of organization.
    (2) At the time an applicant files an application under this section, the applicant shall do all of the following:
    (a) Pay to the department a license fee of $50.00 for each office.
    (b) Pay to the department an investigation fee of $50.00.
    (c) Furnish a surety bond, approved by the director, for the benefit of the people of the state of Michigan. The
amount of the surety bond must equal or exceed the total amount of Michigan clients' funds in the applicant's or
licensee's trust account at the time of application for license or renewal, as determined by the department, except
that the amount of the surety bond shall not be less than $25,000.00 or greater than $100,000.00. The surety bond
shall be conditioned on the faithful accounting of all money collected on accounts entrusted to a licensee engaged in
the business of debt management or the licensee's employees and agents. In lieu of a surety bond, the department
may by rule provide for an appropriate deposit of cash or securities, a letter of credit, or the assignment of coverage
of other bonds if the department is satisfied that comparable or more extensive coverage results.
    (d) File an appointment of the director as the agent of the applicant for service of process in this state.
    (3) Service of process on the director is considered service on an applicant or licensee, including an applicant
that complies with or fails to comply with subsection (2)(d).
    (4) Unless surrendered, revoked, or suspended, a license issued under this act expires on December 31 of the
year for which it is issued. A licensee may renew a license before the expiration date as provided under this act.
    (5) A licensee shall create, maintain, and preserve accurate and complete books and records relating to the
licensee's business. The books and records shall be maintained according to generally accepted accounting
principles. A licensee or an applicant shall notify the department in writing of the address where the books and
records are kept. If a licensee changes the location of the books and records, the licensee shall notify the
department in writing within 10 business days after the change. The director may prescribe by rule or order the
form and contents of books and records relating to a licensee's business.
    (6) An applicant shall file a financial statement with an application for a debt management license. The director
may require that the financial statement be audited or reviewed by an independent certified public accountant.
    (7) If a licensee has a board of directors or the equivalent, the director shall not require that the licensee provide
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information concerning a member of the board of directors or equivalent, or require that the member satisfy the
examination provisions of this act, if that member does not receive a salary, stock dividend, or other financial
benefit from that corporation other than reimbursement of the actual expenses incurred in carrying out the duties of
a director of that corporation.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.416 License; investigation; grounds for issuance or nonissuance; evidence of certification as certified
counselor.

Sec. 6.

    (1) If it receives a license application under this act and approves the fees and surety bond, the department shall
investigate the applicant's responsibility, experience, character, and general fitness. If the result of the investigation
warrants a belief that the applicant will operate the business fairly, honestly, and as required under this act, the
department shall issue a license. The investigation of the applicant shall at least include investigation of the
following as applicable:
    (a) If the applicant is a corporation, its officers and directors.
    (b) If the applicant is a partnership, its partners.
    (c) If the applicant is an association, its officers.
    (d) If the applicant is a limited liability company, its manager or managers.
    (e) If the applicant is any other legal entity, its manager or other person designated to control the operation of
that legal entity.
    (2) The department shall not issue a license if the investigation reveals 1 or more of the following:
    (a) That an individual investigated under subsection (1) meets any of the following:
    (i) Was ever convicted of a crime involving moral turpitude including forgery, embezzlement, obtaining money
under false pretenses, larceny, extortion, conspiracy to defraud, or any other similar offense.
    (ii) Violated or failed to comply with this act or a rule promulgated under this act.
    (iii) Had a license to engage in the business of debt management revoked or suspended for any reason other than
failure to pay licensing fees in this state or another state.
    (iv) Defaulted in the payment of money collected for others, including the discharge of debts through bankruptcy
proceedings. The director may, in his or her discretion, waive this restriction if provided with evidence of justifiable
cause for the bankruptcy, plus convincing evidence of the fitness of the bankrupt party to carry out his or her
functions under this act.
    (b) An individual applicant is not at least 18 years of age and a citizen of the United States.
    (c) An applicant that is a partnership, corporation, limited liability company, association, or other legal entity
required by statute to obtain authority to do business in this state has not been granted authority to do business in
this state.
    (d) The applicant is an employee or owner of a collection agency as defined in section 901 of the occupational
code, 1980 PA 299, MCL 339.901, or process serving business or in any manner is affiliated with a collection
agency or process serving business. The director may, in his or her discretion, waive this restriction on a showing of
sufficient safeguards in the operation of the collection agency.
    (3) If an applicant is an individual, the applicant must provide evidence to the director that the applicant is
certified as a certified counselor before the director grants a license to the applicant under this act. If an applicant is
a person that is not an individual, each counselor who is employed by that person shall become a certified counselor
within the first 180 days of his or her employment.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.
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451.417 Applicability of examination provisions.

Sec. 7.

     Except as provided in this act, the examination provisions of this act shall not apply to the existing officers,
directors, partners, or individual owners of currently licensed debt management businesses unless any of those
persons cease to be engaged in the debt management business with their currently licensed firm. To reenter the
business at a subsequent time, a person shall satisfy the examination provisions of this act.

History: 1975, Act 148, Eff. Mar. 31, 1976 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.418 License renewal; application; fee; financial statements; failure to pay fee or penalty.

Sec. 8.

    (1) Before December 1 of each year, a licensee shall file an application with the department for renewal of its
license. The application shall be on the form prescribed by the department. The licensee shall include with the
application a renewal fee of $50.00 for each office and a surety bond in the same manner as an original application.
The application shall cover each branch office that is under the ownership and control of the applying entity.
    (2) A licensee shall file statements with an application for renewal of a license under this section. The director
may require that the financial statements be audited or reviewed by an independent certified public accountant.
    (3) If a debt management license renewal fee described in subsection (1) is not received by the department on or
before December 31, the licensee is subject to a penalty of $25.00 for each day the fee is delinquent, or $1,000.00,
whichever is less.
    (4) If a licensee does not pay a fee or penalty that the licensee is required to pay under this act, or does not pay
that fee or penalty within any time period established under this act for payment of that fee or penalty, the director
may maintain an action against the delinquent licensee for the recovery of the fees or penalties together with
interest and costs.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.418a Fraud; notice of intent to prohibit licensure; hearing; order; judicial review; enforcement;
violation of final order as misdemeanor; penalty; definitions.

Sec. 8a.

    (1) If in the opinion of the director an individual has engaged in fraud, the director may serve on that individual a
written notice of intention to prohibit that individual from being licensed under this act, licensed or registered under
any of the financial licensing acts, or employed by, an agent of, or a control person of a licensee.
    (2) A notice issued under subsection (1) shall contain a statement of the facts supporting the prohibition and shall
set a hearing on a date within 60 days after the date of the notice. If the individual does not appear at the hearing,
he or she is considered to have consented to the issuance of an order in accordance with the notice.
    (3) If the director finds after a hearing held under subsection (2) that any of the grounds specified in the notice
have been established, the director may issue an order of suspension or prohibition from being licensed under this
act or employed by, an agent of, or a control person of a licensee.
    (4) An order issued under subsection (2) or (3) is effective when served on an individual. The director shall also
serve a copy of the order on the licensee of which the individual is an employee or agent. An order issued under
subsection (2) or (3) remains in effect until it is stayed, modified, terminated, or set aside by the director or a
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reviewing court.
    (5) After 5 years from the date of an order issued under subsection (2) or (3), the individual subject to the order
may apply to the director to terminate the order.
    (6) If the director considers that an individual served a notice under subsection (1) poses an imminent threat of
financial loss to customers, the director may serve on that individual an order of suspension from being employed
by, an agent of, or a control person of a licensee. A suspension is effective on the date the order is issued and,
unless stayed by a court, remains in effect until the director completes the review required under this section and
the director has dismissed the charges specified in the order.
    (7) Unless otherwise agreed to by the director and the individual served with an order issued under subsection
(6), the director shall hold a hearing required under subsection (2) to review a suspension not earlier than 5 days or
later than 20 days after the date of the notice.
    (8) If an individual is convicted of a felony involving fraud, dishonesty, or breach of trust, the director may issue
an order suspending or prohibiting him or her from being licensed under this act or employed by, an agent of, or a
control person of a licensee. After 5 years from the date of the order, the individual subject to the order may apply
to the director to terminate the order.
    (9) The director shall mail a copy of any notice or order issued under this section to the employer or principal of
the individual who is subject to the notice or order.
    (10) Within 30 days after the director has notified the parties that a matter described in this section has been
submitted to him or her, the director shall render a decision that includes findings of fact supporting the decision
and serve on each party to the proceeding a copy of the decision and an order consistent with the decision.
    (11) Except for a consent order, a party to the proceeding or a person affected by an order issued under this
section may obtain a judicial review of the order. A consent order may be reviewed as provided under the
administrative procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328. Except for an order under judicial
review, the director may terminate or set aside any order. The director may terminate or set aside an order under
judicial review with the permission of the court.
    (12) Unless ordered by the court, the commencement of proceedings for judicial review under subsection (11)
does not stay the director's order.
    (13) The director may apply to the circuit court of Ingham county for the enforcement of any outstanding order
issued under this section.
    (14) Any individual who violates a final order issued under this section is guilty of a misdemeanor punishable by
a fine of not more than $5,000.00 or imprisonment for not more than 1 year, or both.
    (15) as used in this section:
    (a) "Financial licensing act" means the consumer financial services act, 1988 PA 161, MCL 487.2051 to
487.2072; any of the acts listed in section 2 of the consumer financial services act, 1988 PA 161, MCL 487.2052;
the deferred presentment service transactions act, 2005 PA 244, MCL 487.2121 to 487.2173; and the mortgage
loan originator licensing act, 2009 PA 75, MCL 493.131 to 493.171.
    (b) "Fraud" includes actionable fraud, actual or constructive fraud, criminal fraud, or extrinsic or intrinsic fraud,
or fraud in the execution, in the inducement, in fact, or in law, or any other form of fraud.

History: Add. 2014, Act 362, Eff. Mar. 16, 2015

451.419 License; grounds for denial, revocation, suspension, or postponement; notice; proceedings.

Sec. 9.

    (1) The director may deny, revoke, suspend, or postpone a license issued or applied for under this act for any of
the following:
    (a) Conviction of a felony or of a misdemeanor involving moral turpitude.
    (b) Violating any of the provisions of this act or rules promulgated under this act, or any order or condition of
license.
    (c) Fraud or deceit in procuring the issuance of a license under this act.
    (d) Indulging in dishonest or unethical conduct.
    (e) Insolvency, either in the sense that liabilities of the licensee exceed its assets or if the licensee is unable to pay
its debts as they mature, or filing in bankruptcy, receivership, or assignment for the benefit of creditors by a licensee
or applicant for a license under this act.
    (f) Failure to reasonably supervise agents or employees.
    (2) Before the commencement of proceedings for suspension, revocation, annulment, withdrawal, recall,
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cancellation or amendment of a license, the department shall give notice, personally or by certified mail, to the
licensee of facts or conduct which warrant the intended action. The licensee shall be given an opportunity to show
compliance with the requirements of this act for retention of the license. If the department finds that the public
health, safety, or welfare requires emergency action and incorporates this finding in its order, summary suspension
of a license may be ordered effective on the date specified in the order or on service of a certified copy of the order
on the licensee, whichever is later, and effective during the proceedings. The proceedings shall be promptly
commenced and determined.

History: 1975, Act 148, Eff. Mar. 31, 1976 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.420 Rules; rights, remedies, and procedures.

Sec. 10.

     Act No. 306 of the Public Acts of 1969, as amended, being sections 24.201 to 24.315 of the Michigan Compiled
Laws, shall wherever applicable herein, govern the rules promulgated and rights, remedies, and procedures
respecting the administration of this act.

History: 1975, Act 148, Eff. Mar. 31, 1976 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.421 License; applicable provisions.

Sec. 11.

    All of the following apply to a license:
    (a) The director shall prescribe the form and size of a license.
    (b) A license shall show the name of the licensee and the address at which the business of debt management is to
be conducted.
    (c) A license shall show the date of expiration of the license as December 31, and show any other information
prescribed by the director.
    (d) While the license is in force, the licensee shall at all times conspicuously display the license in the outer office
of the licensee or branch office of the licensee, if that office offers in-person services to consumers, and state on an
internet website that is available to the public that the licensee is licensed in this state.
    (e) A license is not transferable or assignable.
    (f) A licensee shall surrender a license to the department within 5 business days after the date that the licensee
either ceases to engage in the business of debt management or the date the license is revoked.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.422 Budget analysis.

Sec. 12.
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    (1) A licensee may enter into a contract or agreement to provide debt management services to a debtor only if
the licensee has conducted a written and thorough budget analysis of the debtor and made a determination, based
on the analysis of the information provided by the debtor or otherwise available to the licensee, that a debt
management plan is a suitable solution for the debtor and that the debtor will be able to meet the payment
obligations under the plan. If the licensee determines that a plan is suitable for a debtor whose current monthly
expense and debt payments exceed the debtor's net income, the licensee must establish a written plan outlining how
the debtor will meet the payment obligations under the plan before entering into a contract or agreement to provide
debt management services to the debtor.
    (2) A budget analysis described in subsection (1) shall contain all of the following information about the debtor:
    (a) Name and address.
    (b) Number of dependents.
    (c) Amount of all employment compensation, payments from government programs, child support and alimony
payments, and other income and the debtor's net monthly income. Except as provided in this subdivision, a debtor is
only required to provide information to a licensee about the amount of his or her income and is not required to
provide any information about the source of that income.
    (d) Monthly home mortgage or rental payment, if any. If the home mortgage payment does not include an
escrow for real estate taxes, the budget analysis shall contain an estimate of the annual amount of the real estate
taxes on the property, if the amount is available from the debtor or public source.
    (e) Type and amount of all of the debtor's obligations included in the debt management plan, including, but not
limited to, a description of and amount owed for any outstanding garnishments and judgments, and the type and
amount of the debtor's obligations that are known to the debtor and are not included in the debt management plan.
    (f) Amount of household expenses, including, but not limited to, expenses for food, utilities, vehicles, insurance,
and other living expenses.
    (g) A list of the creditors to which payments will be made under the plan.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.423 Initial fee; consent of creditor; presumption.

Sec. 13.

    (1) When a licensee establishes a debt management plan for a debtor, the licensee may charge and receive an
initial fee of $50.00.
    (2) A licensee shall attempt to obtain consent to participate in a debt management plan from at least 51%, in
number or dollar amount, of the debtor's creditors within 90 days after establishing the debt management plan. If
the required consent is not actually received by the licensee, the licensee shall provide notice to the debtor of the
lack of required consent and the debtor may, at its option, close the account. If the debtor decides to close the
account, any unexpended funds shall be returned to the debtor or disbursed as directed by the debtor.
    (3) For purposes of subsection (2), a licensee may seek the consent of a creditor to participate in a debt
management plan by sending a notice of a debt management plan to the creditor by an appropriate means including
by telephone, facsimile, electronic means, or first-class mail. If the creditor does not respond within 14 days after
the notice is sent, the licensee may presume that the creditor has given consent. However, this subsection does not
require that a licensee send notice of a debt management plan to all of a debtor's creditors.
    (4) If a payment under the debt management plan is sent to the creditor, the licensee may presume acceptance of
the payment and plan by the creditor 7 days after sending the payment. As an alternative to sending notice under
subsection (3), a licensee may seek the consent of a creditor for purposes of subsection (2) by sending a payment to
the creditor under the terms of the debt management plan.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled MCL 445.2003 of the Michigan
compiled laws.
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451.424 Contract between licensee and debtor; requirements.

Sec. 14.

    (1) A contract between a licensee and debtor shall include all of the following:
    (a) Each creditor to which payments will be made and the amount owed each creditor. A licensee may rely on
records of the debtor and other information available to it to determine the amount owed to a creditor.
    (b) The total amount of the licensee's charges.
    (c) The beginning and termination dates of the contract.
    (d) The principal amount and approximate interest charges of the debtor's obligations to be paid under the debt
management plan.
    (e) The name and address of the licensee and of the debtor.
    (f) Any other provisions or disclosures that the director determines are necessary for the protection of the debtor
and the proper conduct of business by a licensee.
    (2) Unless otherwise approved by the department and except for an amount due for 1 or more monthly fees, a
closeout fee, credit reports, or educational products or materials, a licensee shall distribute to the creditors of the
debtor, at least monthly, all money received from a debtor or on behalf of a debtor unless otherwise directed by the
debtor.
    (3) By submitting a written request to the licensee, a debtor may add or remove 1 or more debt obligations from
a contract at any time. If the licensee determines after preparing an updated budget analysis that the debtor can
reasonably fulfill the requirements of the debt management plan, the licensee may amend the contract as requested
by the debtor.
    (4) If a debtor's contract with a licensee expires and 1 or more debt obligations included in that contract are not
yet liquidated, the licensee may extend or enter into an additional contract with the debtor if the licensee determines
that the debt management plan is suitable for the debtor.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.425 Trust account.

Sec. 15.

    (1) Subject to subsection (6), payments received by a licensee from or on behalf of a debtor for the benefit of a
creditor shall be held in a trust account at a financial institution whose deposits are insured by an agency of the
United States government. Each licensee shall ensure that it maintains records of all debtor funds it holds in trust
for residents of this state and all funds disbursed on behalf of those debtors and shall provide the department with a
full accounting of those funds and the disbursement of those funds on request of the department.
    (2) Any disbursements by a licensee to the debtor or to the creditors of the debtor shall be made from a trust
account established under this section. A licensee shall deposit a payment from a debtor or on behalf of a debtor in
the account not later than 2 business days after receiving the payment. A licensee may utilize a sweep arrangement
if the trust account is insured for 100% or more of the balance in the trust account.
    (3) A licensee shall reconcile a trust account established under this section at least every month. The
reconciliation shall ascertain the actual cash balance in the account and compare it with the sum of the escrow
balances attributable to the debtor or debtors whose funds are included in the account. The licensee may reconcile
the account electronically or by any other appropriate method and shall complete the reconciliation within 45
business days after receiving the bank statement for the account. The licensee shall keep an electronic or other
appropriate notation of the reconciliation as a permanent record of the licensee. The licensee shall individually
schedule each debtor's trust account balance in the licensee's reconciliation records. On request, the licensee shall
make the reconciliation of the total account, including the balance for each debtor whose funds are included in the
account, available to the department.
    (4) A trust account established under this section shall at all times have an actual cash balance equal to or greater
than the sum of the escrow balances of each debtor's account, and failure to maintain that amount is cause for a
summary suspension of a license unless the failure is the result of an inadvertent clerical or human error.
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    (5) If a trust account established under this section does not contain sufficient funds to cover the debtor escrow
balances, the licensee shall immediately on discovery notify the director by telephone, facsimile, electronic mail, or
other method approved by the department. The licensee shall also provide written notice to the director that
includes a description of the remedial action taken by the licensee.
    (6) If a trust account described in subsection (1) is maintained at a financial institution described in subsection (1)
that is located outside of this state, the licensee shall furnish a surety bond or irrevocable letter of credit for the
benefit of the people of the state of Michigan, in an amount that is equal to or exceeds 100% of the average amount
of deposits held in the trust account from month to month and is in a form approved by the department. This
requirement is in addition to an applicant's obligation under section 5(2)(c).

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.426 Duties of licensee.

Sec. 16.

    (1) A licensee shall do all of the following:
    (a) Create and maintain records of the accounts, contracts, correspondence, memoranda, papers, books, and
other records of the debt management business. If the licensee elects not to retain original records, the licensee may
utilize electronic, photocopy, or computerized methods of record keeping. The licensee shall preserve the records
created under this subdivision for at least 6 years after they are created.
    (b) Make all the records created and maintained under subdivision (a) available for examination by examiners of
the department.
    (c) When it enters into a contract with a debtor, give a copy of the contract to the debtor.
    (d) Deliver a receipt to a debtor when it receives cash from a debtor, and at least monthly beginning with the first
month after contracting with a debtor deliver a statement that includes the dates and amounts received and
disbursed on behalf of the debtor and the fees collected by the licensee on those amounts.
    (e) Within 5 business days after a request from a debtor, provide a written statement that includes all of the
following:
    (i) All transactions concerning the money received from or on behalf of the debtor.
    (ii) The total amount paid to each creditor.
    (iii) The total amount of fees collected by the licensee on the amounts described in subparagraph (ii).
    (iv) The amount held in reserve.
    (f) At least every 90 days after contracting with a debtor, provide a written statement to the debtor that includes
all of the following:
    (i) The total amount received from and on behalf of the debtor.
    (ii) The total amount paid to each creditor.
    (iii) The total amount of fees collected by the licensee on the amounts described in subparagraph (ii).
    (iv) The amount held in reserve.
    (g) Subject to subsection (2), at least annually, do, or designate or direct 1 or more persons to do, all of the
following:
    (i) Review procedures used by the licensee for processing checks and handling cash.
    (ii) Verify that payments to selected creditor accounts are properly disbursed.
    (iii) Verify that consumer complaints are properly handled.
    (iv) Review selected client files to confirm that they contain the proper documentation.
    (h) If a contract with a debtor is lawfully sold, transferred, or assigned to a licensee by another licensee, furnish
to the debtor a written notice of the sale, transfer, or assignment. The notice shall contain the name, address, and
contact telephone number of the licensee.
    (2) A licensee that has proper controls in place to ensure that the actions described in subsection (1)(g)(i) to (iv)
are done meets the requirements of subsection (1)(g).
    (3) Annually, on or before a date established by the director, each licensee shall file with the director a report, on
a form provided by the director, stating the licensee's volume and type of business activities for the immediately
preceding calendar year.
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History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.427 Examination of licensee.

Sec. 17.

    The department may examine, without notice, the condition and affairs of a licensee. In connection with an
examination, the department may examine under oath a licensee and any director, officer, employee, customer,
creditor, manager, member, partner, or stockholder of a licensee concerning the affairs and business of the licensee.
The department shall ascertain whether the licensee transacts its business in the manner required under this act and
the rules promulgated under this act. The licensee shall pay an examination fee, in an amount equal to the actual
cost of the examination as determined by the department, and the department shall deposit that fee in the state
treasury to the credit of the department. Failure to pay the examination fee within 30 days after receiving a demand
for payment from the department shall automatically suspend the license of the licensee until the fee is paid.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.428 Fee under debt management plan; purchase of credit reports or educational materials and
products; charge for cancellation or default; when contract effective; cancellation of contract; excessive
charge.

Sec. 18.

    (1) In addition to the fee described in section 13(1), a licensee may charge a reasonable fee for providing debt
management services under a debt management plan. The fee under this subsection shall not exceed 15% of the
amount of the debt to be liquidated during the express term of the plan.
    (2) A licensee may offer a debtor the option to purchase credit reports or educational materials and products,
and charge a fee to the debtor if the debtor elects to purchase any of those items from the licensee. Fees charged
under this subsection are not subject to the 15% limitation on fees described in subsection (1).
    (3) Except for a cancellation described in subsection (4), in the event of cancellation of or default in the
performance of the contract by the debtor before its successful completion, a licensee may collect $25.00 in
addition to any fees and charges of the licensee previously received by the licensee. This $25.00 fee is not subject to
the 15% limitation on fees and charges under subsection (1).
    (4) A contract is in effect when it is signed by the licensee and the debtor and the debtor has made a payment of
any amount to the licensee. The debtor has the right to cancel the contract until 12 midnight of the third business
day after the first day the contract is in effect by delivering written notice of cancellation to the licensee. A
cancellation described in this section is not subject to, and a licensee shall not collect, the fee described in
subsection (3).
    (5) If a debtor fails to make a payment of any amount to a licensee within 60 days after the date a payment is due
under a contract, the licensee may, in its discretion, cancel the debt management contract if it determines that the
plan is no longer suitable for the debtor, the debtor fails to affirmatively communicate to the licensee the debtor's
desire to continue the plan, or the creditors of the debtor refuse to continue accepting payments under the plan.
    (6) A licensee shall not contract for, receive, or charge a debtor an amount greater than authorized by this act. A
person that violates this subsection, except as the result of an inadvertent clerical or computer error, shall return to
the debtor the amount of the payments received from or on behalf of the debtor and not distributed to creditors,
and, as a penalty, an amount equal to the amount overcharged.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
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bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.429 Prohibited practices.

Sec. 19.

    A licensee shall not do any of the following:
    (a) Purchase from a creditor any obligation of a debtor.
    (b) Execute a contract or agreement to be signed by the debtor unless the contract or agreement is fully and
completely filled in and finished.
    (c) Lend money or credit except under a plan approved by the department.
    (d) Take a confession of judgment or power of attorney to confess judgment against the debtor or appear as the
debtor in a judicial proceeding.
    (e) Receive or charge a fee in the form of a promissory note or other promise to pay, or receive or accept a
mortgage or other security in real or personal property for a fee, or both.
    (f) Concurrently with the signing of the contract or as a part of the contract or as part of the application for the
contract, take a release of an obligation the licensee is or was to perform.
    (g) Offer, pay, or give any cash, fee, gift, bonus, premiums, reward, or other compensation to a person for
referring a prospective customer to the licensee. However, any of the following payments are not subject to this
subdivision:
    (i) A payment by the licensee for the lawful sale, transfer, or assignment of a contract to the licensee from
another licensee.
    (ii) A payment by the licensee to credit counseling associations such as the national foundation for credit
counseling or the association of independent consumer credit counseling agencies to participate in a locator service.
    (h) Receive any cash, fee, gift, bonus, premium, reward, or other compensation from a person other than the
debtor or a person in the debtor's behalf in connection with the licensee's business of debt management, except
under a plan approved by order of the department. However, a payment received by a licensee from a creditor,
financial institution, or other third party as part of a fair share program, grant program, or another similar program
is not subject to this subdivision.
    (i) Disclose the identity of debtors who have contracted with the licensee, except to the director or his or her
authorized representative, or disclose the identity of creditors of a debtor to anyone other than the debtor, or the
director or his or her authorized representative, or another creditor of the debtor and then only to the extent
necessary to secure the cooperation of the creditor in a debt management plan. However, this subdivision does not
prohibit a licensee from sharing information about a debtor's debt management plan or the creditors of the debtor
with any person with which the debtor has specifically authorized the licensee in writing to share that information.
    (j) Use or permit the use of a false, misleading, or deceptive statement or representation with regard to the
services or charges of the licensee in any offer of the licensee's services.
    (k) In any manner, advertise, print, display, publish, distribute, or broadcast any statement or representation with
regard to providing services under this act that is false, misleading, or deceptive or permit another person to violate
this subdivision.
    (l) Use an advertisement that gives a telephone number or post office box without identifying the licensee and the
licensee's office address.
    (m) Use an advertisement that contains any of the following representations:
    (i) That the licensee will provide funds to pay bills or prevent attachments.
    (ii) That a certain payment schedule will handle a certain amount or range of indebtedness.
    (iii) That garnishment, attachment, repossession, or loss of job will be prevented.
    (n) Fail to provide to the debtor the full benefit of a compromise of a debt arranged by the licensee with a
creditor.
    (o) Do any of the following in connection with the making of a debt management contract or with operation of
the debtor's account:
    (i) Employ any device, scheme, or artifice to defraud.
    (ii) 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.
    (iii) Engage in any act, practice, or course of business that operates or would operate as a fraud or deceit on any
person.
    (p) Conduct the business of debt management without a surety bond, or a deposit or assignment satisfactory to
the department in lieu of a surety bond, under section 5(2) in place.
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History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.430 Advertisement.

Sec. 20.

    (1) This act does not impose any liability, civil or criminal, on a person or publisher that is regularly engaged in
the business of publishing a bona fide newspaper or operating a radio or television station and that, acting solely in
the course of that business, publishes an advertisement in good faith and without knowledge that the advertisement
or publication constitutes a violation of section 19(k), (l), or (m).
    (2) A person shall not publish an advertisement concerning the offer of debt management services in this state
after the department by order finds that the advertisement contains a statement that is false or misleading or omits
to make any necessary statement in order to make the statements made, in light of the circumstances under which
they were made, not misleading and notifies the person of that finding in writing. The department may give this
notification summarily, without notice of hearing. At any time after the issuance of a notification under this section,
the person that desires to use the advertisement may request in writing that the department rescind the order. If it
receives a written request under this subsection, the department shall schedule a hearing on the matter to commence
within 45 days unless the person that made the request consents to a later date. After the hearing the department
shall determine whether to affirm and continue or to rescind the order.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.431 Assignment of wages.

Sec. 21.

     This act shall not be construed as prohibiting the assignment of wages by a debtor to a licensee, if the
assignment is otherwise in accordance with the law of this state.

History: 1975, Act 148, Eff. Mar. 31, 1976 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.432 Rules; decisions, orders, and rulings; electronic filing.

Sec. 22.

    (1) The director may promulgate rules pursuant to the administrative procedures act of 1969, 1969 PA 306,
MCL 24.201 to 24.328, make specific decisions, make orders and rulings that include demands and findings, and
take other necessary action for the implementation and enforcement of this act.
    (2) The director may in his or her discretion provide for electronic filing of any document filed with the director
or department under this act.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2000, Act 255, Imd. Eff. June 29, 2000 
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Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.
Admin Rule: R 451.1221 et seq. of the Michigan Administrative Code.

451.433 Cease and desist order; statement; misdemeanor; powers of department; court order; self-
incrimination; injunction or restraining order; criminal proceedings.

Sec. 23.

    (1) When it appears to the department, either upon complaint or otherwise, that this act, or a rule promulgated
under this act, has or is about to be violated, it may, in its discretion, either issue a cease and desist order or require
the person to file with it a statement in writing, under oath, or otherwise, as to all the facts and circumstances
concerning the subject matter which it believes to be in the public interest to investigate and may investigate those
facts, and where appropriate, with or without the request for information, issue a cease and desist order.
    (2) A person who knowingly authorizes, directs, or aids in violation of a final cease and desist order, or who
knowingly fails to comply with the terms of a final cease and desist order, is guilty of a misdemeanor, and may be
fined not more than $5,000.00, or imprisoned for not more than 6 months, or both. Each violation constitutes a
separate offense.
    (3) The department in its discretion may:
    (a) Make public or private investigations within or without this state as it deems necessary to determine if a
person has violated or is about to violate this act or any rule or order promulgated hereunder or to aid in the
enforcement of this act or in the prescribing of rules and forms hereunder, and publish information concerning the
violation of this act or any rule or order.
    (b) Require or permit any person to file a statement under oath or otherwise subject to the penalties of perjury as
the department requires in writing as to all the facts and circumstances concerning the matter to be investigated.
Failure to file the statement with all required information within 15 days after receipt of a departmental letter
requesting it shall be the basis for issuance of a cease and desist order.
    (4) For the purpose of an investigation or proceeding under this act, the department or any officer designated by
it may administer oaths and affirmations, subpoena witnesses, compel their attendance, take evidence, and require
the production of books, papers, correspondence, memoranda, agreements, or other documents or records which
the department deems relevant or material to the inquiry.
    (5) In case of contumacy by, or refusal to obey a subpoena issued to a person, the circuit court, upon application
by the department, may issue to the person an order requiring him to appear before the department, or an officer
designated by it, to produce documentary evidence, if so ordered, or to give evidence touching the matter under
investigation or in question. Failure to obey the order of the court may be punished by the court as a contempt.
    (6) A person is not excused from attending and testifying or from producing a document or record before the
department, or in obedience to the subpoena of the department or an officer designated by it or in a proceeding
instituted by the department on the ground that the testimony or evidence, documentary or otherwise, required of
him may tend to incriminate him or subject him to penalty or forfeiture. A person may not be prosecuted or
subjected to a 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 person testifying is not exempt from prosecution and punishment for
perjury or contempt committed in testifying.
    (7) When it appears to the department that a person is engaged or about to engage in an act or practice which
constitutes or will constitute a violation of this act, or a rule promulgated under this act, it may in its discretion,
bring an action in the circuit court for Ingham county or another circuit court to enjoin the act or practice and upon
a proper showing a permanent or temporary injunction or restraining order shall be granted without bond. The
department may transmit evidence as may be available concerning the act or practice to the attorney general or a
local prosecutor who may, in his discretion, institute the necessary criminal proceedings.

History: 1975, Act 148, Eff. Mar. 31, 1976 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

Rendered Sunday, August 24, 2025
 Page 28

Michigan Compiled Laws Complete Through PA 9 of 2025
Courtesy of legislature.mi.gov



451.434 Violations; penalties; jurisdiction; remedies.

Sec. 24.

    (1) A licensee who violates a provision of this act is guilty of a felony and shall be fined not more than
$5,000.00, or imprisoned not more than 2 years, or both.
    (2) A person who violates an injunction or a cease and desist order issued pursuant to this act shall be guilty of
criminal contempt. For the purpose of this act the court issuing an injunction shall retain jurisdiction, and the cause
shall be continued, and in those cases the attorney general acting in the name of the state may seek appropriate
remedies.

History: 1975, Act 148, Eff. Mar. 31, 1976 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.435 Statute of limitations.

Sec. 25.

     An action brought pursuant to this act shall be commenced within 6 years after the cause of action accrues,
except that chapter 58 of Act No. 236 of the Public Acts of 1961, as amended, being sections 600.5801 to
600.5869 of the Michigan Compiled Laws, shall apply wherever possible.

History: 1975, Act 148, Eff. Mar. 31, 1976 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.436 Disposition of fees.

Sec. 26.

    The fees collected under this act shall be paid promptly into the state treasury to the credit of the department.

History: 1975, Act 148, Eff. Mar. 31, 1976 ;-- Am. 2014, Act 362, Eff. Mar. 16, 2015 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.

451.437 Repeal of MCL 451.451 to 451.468.

Sec. 27.

     Act No. 135 of the Public Acts of 1961, being sections 451.451 to 451.468 of the Compiled Laws of 1970, is
repealed.

History: 1975, Act 148, Eff. Mar. 31, 1976 
Compiler's Notes: For transfer of statutory authority, powers, duties, and functions of the corporations, securities and land development
bureau to the office of financial and insurance services by type III transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the
Michigan compiled laws.
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DEBT MANAGEMENT BUSINESS

Act 135 of 1961

451.451-451.468 Repealed. 1975, Act 148, Eff. Mar. 31, 1976.

SECURITY REGISTERED IN BENEFICIARY FORM

Act 433 of 1996

451.471-451.481 Repealed. 1998, Act 386, Eff. Apr. 1, 2000.

UNIFORM SECURITIES ACT

Act 265 of 1964

451.501-451.818 Repealed. 2008, Act 551, Eff. Oct. 1, 2009

TAKE-OVER OFFERS

Act 179 of 1976

451.901-451.917 Repealed. 1988, Act 58, Eff. Apr. 1, 1988.

UNIFORM PRUDENT MANAGEMENT OF INSTITUTIONAL FUNDS ACT

Act 87 of 2009

AN ACT to establish duties and obligations of nonprofit, charitable institutions in the management and use of funds
held for charitable purposes; and to repeal acts and parts of acts.

History: 2009, Act 87, Imd. Eff. Sept. 10, 2009

The People of the State of Michigan enact:

451.921 Short title.

Sec. 1.

    This act shall be known and may be cited as the "uniform prudent management of institutional funds act".
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History: 2009, Act 87, Imd. Eff. Sept. 10, 2009

451.922 Definitions.

Sec. 2.

    As used in this act:
    (a) "Charitable purpose" means the relief of poverty, the advancement of education or religion, the promotion of
health, the promotion of a governmental purpose, or any other purpose the achievement of which is beneficial to
the community.
    (b) "Endowment fund" means an institutional fund or part of an institutional fund that, under the terms of a gift
instrument, is not wholly expendable by the institution on a current basis. Endowment fund does not include assets
that an institution designates as an endowment fund for its own use.
    (c) "Gift instrument" means a record or records, including an institutional solicitation, under which property is
granted to, transferred to, or held by an institution as an institutional fund.
    (d) "Institution" means any of the following:
    (i) A person, other than an individual, organized and operated exclusively for charitable purposes.
    (ii) A government or governmental subdivision, agency, or instrumentality, to the extent that it holds funds
exclusively for a charitable purpose.
    (iii) A trust that had both charitable and noncharitable interests, after all noncharitable interests have terminated.
    (e) "Institutional fund" means a fund held by an institution exclusively for charitable purposes. Institutional fund
does not include any of the following:
    (i) Program-related assets.
    (ii) A fund held for an institution by a trustee that is not an institution, unless the fund is held by the trustee as a
component trust or fund of a community trust or foundation.
    (iii) A fund in which a beneficiary that is not an institution has an interest, other than an interest that could arise
on violation or failure of the purposes of the fund.
    (f) "Person" means an individual, corporation, business trust, estate, trust, partnership, association, joint venture,
public corporation, government or governmental subdivision, agency, or instrumentality, or any other legal or
commercial entity.
    (g) "Program-related asset" means an asset held by an institution primarily to accomplish a charitable purpose of
the institution and not primarily for investment.
    (h) "Record" means information that is inscribed on a tangible medium or that is stored in an electronic or other
medium and is retrievable in perceivable form.

History: 2009, Act 87, Imd. Eff. Sept. 10, 2009

451.923 Institutional fund; managing and investing; considerations; requirements; pooling 2 or more
funds; rules for managing and investing.

Sec. 3.

    (1) Subject to the intent of a donor expressed in a gift instrument, an institution, in managing and investing an
institutional fund, shall consider the charitable purposes of the institution and the purposes of the institutional fund.
    (2) In addition to complying with the duty of loyalty imposed by law other than this act, each person responsible
for managing and investing an institutional fund shall manage and invest the fund in good faith and with the care an
ordinarily prudent person in a like position would exercise under similar circumstances.
    (3) In managing and investing an institutional fund, both of the following apply:
    (a) An institution may incur only costs that are appropriate and reasonable in relation to the assets, the purposes
of the institution, and the skills available to the institution.
    (b) An institution shall make a reasonable effort to verify facts relevant to the management and investment of the
fund.
    (4) An institution may pool 2 or more institutional funds for purposes of management and investment.
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    (5) Except as otherwise provided by a gift instrument, all of the following rules apply:
    (a) In managing and investing an institutional fund, the following factors, if relevant, shall be considered:
    (i) General economic conditions.
    (ii) The possible effect of inflation or deflation.
    (iii) The expected tax consequences, if any, of investment decisions or strategies.
    (iv) The role that each investment or course of action plays within the overall investment portfolio of the fund.
    (v) The expected total return from income and the appreciation of investments.
    (vi) Other resources of the institution.
    (vii) The needs of the institution and the fund to make distributions and to preserve capital.
    (viii) An asset's special relationship or special value, if any, to the charitable purposes of the institution.
    (b) Management and investment decisions about an individual asset shall not be made in isolation but rather in
the context of the institutional fund's portfolio of investments as a whole and as a part of an overall investment
strategy having risk and return objectives reasonably suited to the fund and to the institution.
    (c) Except as otherwise provided by law other than this act, an institution may invest in any kind of property or
type of investment consistent with this section.
    (d) An institution shall diversify the investments of an institutional fund unless the institution reasonably
determines that, because of special circumstances, the purposes of the fund are better served without
diversification.
    (e) Within a reasonable time after receiving property, an institution shall make and carry out decisions concerning
the retention or disposition of the property or to rebalance a portfolio, in order to bring the institutional fund into
compliance with the purposes, terms, and distribution requirements of the institution as necessary to meet other
circumstances of the institution and the requirements of this act.
    (f) A person that has special skills or expertise, or is selected in reliance upon the person's representation that the
person has special skills or expertise, has a duty to use those skills or that expertise in managing and investing
institutional funds.

History: 2009, Act 87, Imd. Eff. Sept. 10, 2009

451.924 Endowment fund assets; appropriation or accumulation; determination; limitation; designation.

Sec. 4.

    (1) Subject to the intent of a donor expressed in the gift instrument, an institution may appropriate for
expenditure or accumulate so much of an endowment fund as the institution determines is prudent for the uses,
benefits, purposes, and duration for which the endowment fund is established. Unless stated otherwise in the gift
instrument, the assets in an endowment fund are donor-restricted assets until appropriated for expenditure by the
institution. In making a determination to appropriate or accumulate, the institution shall act in good faith, with the
care that an ordinarily prudent person in a like position would exercise under similar circumstances, and shall
consider, if relevant, all of the following factors:
    (a) The duration and preservation of the endowment fund.
    (b) The purposes of the institution and the endowment fund.
    (c) General economic conditions.
    (d) The possible effect of inflation or deflation.
    (e) The expected total return from income and the appreciation of investments.
    (f) Other resources of the institution.
    (g) The investment policy of the institution.
    (2) To limit the authority to appropriate for expenditure or accumulate under subsection (1), a gift instrument
must specifically state the limitation.
    (3) Terms in a gift instrument designating a gift as an endowment, or a direction or authorization in the gift
instrument to use only "income", "interest", "dividends", "rents, issues, or profits", or "to preserve the principal
intact", or words of similar import, do both of the following:
    (a) Create an endowment fund of permanent duration unless other language in the gift instrument limits the
duration or purpose of the fund.
    (b) Do not otherwise limit the authority to appropriate for expenditure or accumulate under subsection (1).

History: 2009, Act 87, Imd. Eff. Sept. 10, 2009
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451.925 Management and investment; delegation to external agent; duty to exercise reasonable care;
liability; delegation to committees, officers, or employees.

Sec. 5.

    (1) Subject to any specific limitation set forth in a gift instrument or in law other than this act, an institution may
delegate to an external agent the management and investment of an institutional fund to the extent that an
institution could prudently delegate under the circumstances. An institution shall act in good faith, with the care
that an ordinarily prudent person in a like position would exercise under similar circumstances, in doing any of the
following:
    (a) Selecting an agent.
    (b) Establishing the scope and terms of the delegation, consistent with the purposes of the institution and the
institutional fund.
    (c) Periodically reviewing the agent's actions in order to monitor the agent's performance and compliance with
the scope and terms of the delegation.
    (2) In performing a delegated function, an agent owes a duty to the institution to exercise reasonable care to
comply with the scope and terms of the delegation.
    (3) An institution that complies with subsection (1) is not liable for the decisions or actions of an agent to which
the function was delegated.
    (4) By accepting delegation of a management or investment function from an institution that is subject to the
laws of this state, an agent submits to the jurisdiction of the courts of this state in all proceedings arising from or
related to the delegation or the performance of the delegated function.
    (5) An institution may delegate management and investment functions to its committees, officers, or employees
as authorized by law of this state other than this act.

History: 2009, Act 87, Imd. Eff. Sept. 10, 2009

451.926 Release or modification of restriction.

Sec. 6.

    (1) If the donor consents in a record, an institution may release or modify, in whole or in part, a restriction
contained in a gift instrument on the management, investment, or purpose of an institutional fund. A donor may
give prior consent to an institution for release or modification of a restriction or charitable purpose in a gift
instrument that also includes a restriction or stated charitable purpose subject to this section. A release or
modification shall not allow a fund to be used for a purpose other than a charitable purpose of the institution.
    (2) A court, on application of an institution, may modify a restriction contained in a gift instrument regarding the
management or investment of an institutional fund if the restriction has become impracticable or wasteful, if it
impairs the management or investment of the fund, or if, because of circumstances not anticipated by the donor, a
modification of a restriction will further the purposes of the fund. The institution shall notify the attorney general of
the application, and the attorney general shall be given an opportunity to be heard. To the extent practicable, any
modification shall be made in accordance with the donor's probable intention.
    (3) If a particular charitable purpose or a restriction contained in a gift instrument on the use of an institutional
fund becomes unlawful, impracticable, impossible to achieve, or wasteful, a court, upon application of an
institution, may modify the purpose of the fund or the restriction on the use of the fund in a manner consistent with
the charitable purposes expressed in the gift instrument. The institution shall notify the attorney general of the
application, and the attorney general shall be given an opportunity to be heard.
    (4) If an institution determines that a restriction contained in a gift instrument on the management, investment, or
purpose of an institutional fund is unlawful, impracticable, impossible to achieve, or wasteful, the institution, 60
days after notification to the attorney general, may release or modify the restriction, in whole or in part, if all of the
following apply:
    (a) The institutional fund subject to the restriction has a total value of less than $25,000.00.
    (b) More than 20 years have elapsed since the fund was established.
    (c) The institution uses the property in a manner consistent with the charitable purposes expressed in the gift
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instrument.
    (5) This section does not affect the right of a governing body of an institution to exercise the power to modify
restrictions contained in a gift instrument as conferred by the institution's governing instruments or by a gift
instrument.

History: 2009, Act 87, Imd. Eff. Sept. 10, 2009

451.927 Compliance with act; existing facts and circumstances.

Sec. 7.

    Compliance with this act shall be determined in light of the facts and circumstances existing at the time a decision
is made or action is taken and not by hindsight.

History: 2009, Act 87, Imd. Eff. Sept. 10, 2009

451.928 Applicability of act.

Sec. 8.

    This act applies to institutional funds existing on or established after the effective date of this act. As applied to
institutional funds existing on the effective date of this act, this act governs only decisions made or actions taken on
or after that date.

History: 2009, Act 87, Imd. Eff. Sept. 10, 2009

451.929 Electronic signatures.

Sec. 9.

    This act modifies, limits, and supersedes the electronic signatures in the global and national commerce act, 15
USC 7001 to 7031, but does not modify, limit, or supersede 15 USC 7001(c) or authorize electronic delivery of
any of the notices described in 15 USC 7003(b).

History: 2009, Act 87, Imd. Eff. Sept. 10, 2009

451.930 Uniformity of law.

Sec. 10.

    In applying and construing this uniform act, consideration shall be given to the need to promote uniformity of the
law with respect to its subject matter among states that enact it.

History: 2009, Act 87, Imd. Eff. Sept. 10, 2009
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451.931 Applicability; scope.

Sec. 11.

    This act applies only to matters included within the meaning of the terms "institution", "institutional fund", and
"person" as defined in this act. This act does not apply to or affect the validity, construction, interpretation, effect,
administration, or management of any other trust, estate, or applicable governing instrument.

History: 2009, Act 87, Imd. Eff. Sept. 10, 2009

UNIFORM MANAGEMENT OF INSTITUTIONAL FUNDS ACT

Act 157 of 1976

451.1201-451.1210 Repealed. 2009, Act 87, Imd. Eff. Sept. 10, 2009.

UNIFORM SECURITIES ACT (2002)

Act 551 of 2008

AN ACT to enact the uniform securities act (2002) relating to the issuance, offer, sale, or purchase of securities; to
prohibit fraudulent practices in relation to securities; to establish civil and criminal sanctions for violations of the act
and civil sanctions for violation of the rules promulgated under the act; to require the registration of broker-dealers,
agents, investment advisers, and securities; to regulate Michigan investment markets; to make uniform the law with
reference to securities; to authorize actions to protect individuals from financial exploitation; to prescribe the
powers and duties of state governmental officers and agencies; and to repeal acts and parts of acts.

History: 2008, Act 551, Eff. Oct. 1, 2009 ;-- Am. 2014, Act 355, Imd. Eff. Oct. 21, 2014 ;-- Am. 2023, Act 306, Eff. Mar. 13, 2024 
Compiler's Notes: Enacting section 1 of Act 355 of 2014 provides:"Enacting section 1. It is the intent of the legislature by enacting this
amendatory act to regulate a class of intrastate broker-dealers that is exempt under section 15(a)(1) of the securities exchange act of 1934, 15
USC 78o, and that will facilitate intrastate securities transactions among persons of this state."

The People of the State of Michigan enact:
ARTICLE 1

GENERAL PROVISIONS 

451.2101 Short title.

Sec. 101.

    This act shall be known and may be cited as the "uniform securities act (2002)".

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.
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451.2102 Definitions; A to G.

Sec. 102.

    As used in this act, unless the context otherwise requires:
    (a) "Administrator" means the office of financial and insurance regulation of the department of energy, labor, and
economic growth.
    (b) "Agent" means an individual other than a broker-dealer who represents a broker-dealer in effecting or
attempting to effect purchases or sales of securities or represents an issuer in effecting or attempting to effect
purchases or sales of the issuer's securities. The term does not include a partner, officer, or director of a broker-
dealer or issuer, or an individual having a similar status or performing similar functions, unless the individual
otherwise comes within the term. The term does not include an individual excluded by rule or order under this act.
The term does not include a person acting solely as a finder and registered as a broker-dealer under this act or
acting as a finder in a transaction exempt under section 202(1)(r).
    (c) "Bank" means any of the following:
    (i) A banking institution organized under the laws of the United States.
    (ii) A member bank of the federal reserve system.
    (iii) Any other banking institution that meets all of the following:
    (A) It is doing business under the laws of a state or of the United States.
    (B) A substantial portion of its business consists of receiving deposits or exercising fiduciary powers similar to
those permitted to be exercised by national banks under the authority of the comptroller of the currency pursuant to
12 USC 92a.
    (C) It is supervised and examined by a state or federal agency having supervision over banks.
    (D) It is not operated for the purpose of evading this act.
    (iv) A receiver, conservator, or other liquidating agent of any institution or firm included in subparagraph (i), (ii),
or (iii).
    (d) "Broker-dealer" means a person engaged in the business of effecting transactions in securities for the account
of others or for the person's own account. The term does not include any of the following:
    (i) An agent.
    (ii) An issuer.
    (iii) A bank or savings institution if its activities as a broker-dealer are limited to those specified in section 3(a)(4)
and 3(a)(5) of the securities exchange act of 1934, 15 USC 78c, or a bank that satisfies the conditions described in
section 3(a)(4)(E) of the securities exchange act of 1934, 15 USC 78c.
    (iv) An international banking institution.
    (v) A person excluded by rule or order under this act.
    (e) "Depository institution" means a bank; or a savings institution, trust company, credit union, or similar
institution that is organized or chartered under the laws of a state or of the United States, authorized to receive
deposits, and supervised and examined by an official or agency of a state or the United States if its deposits or share
accounts are insured to the maximum amount authorized by federal statute by the federal deposit insurance
corporation, the national credit union share insurance fund, or a successor authorized by federal law; or a bank that
does not receive deposits because of a limitation in its charter, articles of incorporation, or articles of association.
The term does not include any of the following:
    (i) An insurance company or other organization primarily engaged in the business of insurance.
    (ii) A Morris Plan bank.
    (iii) An industrial loan company that is not an insured depository institution, as that term is defined in section
3(c)(2) of the federal deposit insurance act, 12 USC 1813(c)(2).
    (f) "Federal covered investment adviser" means a person registered under the investment advisers act of 1940.
    (g) "Federal covered security" means a security that is, or upon completion of a transaction will be, a covered
security under section 18(b) of the securities act of 1933, 15 USC 77r, or rules or regulations adopted under that
provision.
    (h) "Filing" means the receipt under this act of a record by the administrator or a designee of the administrator.
    (i) "Finder" means a person who, for consideration, participates in the offer to sell, sale, or purchase of securities
by locating, introducing, or referring potential purchasers or sellers. Finder does not include a person whose actions
are solely incidental to a transaction exempt pursuant to section 202(1)(r). The administrator may by rule or order
exclude other persons from this definition.
    (j) "Fraud," "deceit," and "defraud" include, but are not limited to, common law deceit.
    (k) "Guaranteed" means guaranteed as to payment of all principal and all interest.
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History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2102a Definitions; I.

Sec. 102a.

    As used in this act, unless the context otherwise requires:
    (a) "Institutional investor" means any of the following, whether acting for itself or for others in a fiduciary
capacity:
    (i) A depository institution or international banking institution.
    (ii) An insurance company.
    (iii) A separate account of an insurance company.
    (iv) An investment company as defined in the investment company act of 1940.
    (v) A broker-dealer registered under the securities exchange act of 1934.
    (vi) An employee pension, profit-sharing, or benefit plan if the plan has total assets in excess of $2,500,000.00 or
its investment decisions are made by a named fiduciary, as defined in the employee retirement income security act
of 1974, that is a broker-dealer registered under the securities exchange act of 1934, an investment adviser
registered or exempt from registration under the investment advisers act of 1940, an investment adviser registered
under this act, a depository institution, or an insurance company.
    (vii) A plan established and maintained by a state, a political subdivision of a state, or an agency or
instrumentality of a state or a political subdivision of a state for the benefit of its employees, if the plan has total
assets in excess of $2,500,000.00 or its investment decisions are made by a duly designated public official or by a
named fiduciary, as defined in the employee retirement income security act of 1974, that is a broker-dealer
registered under the securities exchange act of 1934, an investment adviser registered or exempt from registration
under the investment advisers act of 1940, an investment adviser registered under this act, a depository institution,
or an insurance company.
    (viii) A trust, if it has total assets in excess of $2,500,000.00, its trustee is a depository institution, and its
participants are exclusively plans of the types identified in subparagraph (vi) or (vii), regardless of size of their
assets, except a trust that includes as participants self-directed individual retirement accounts or similar self-directed
plans.
    (ix) An organization described in section 501(c)(3) of the internal revenue code of 1986, 26 USC 501, a
corporation, Massachusetts or similar business trust, limited liability company, or partnership, not formed for the
specific purpose of acquiring the securities offered, with total assets in excess of $2,500,000.00.
    (x) A small business investment company licensed by the small business administration under section 301(c) of
the small business investment act of 1958, 15 USC 681, with total assets in excess of $2,500,000.00.
    (xi) A business development company as defined in section 202(a)(22) of the investment advisers act of 1940, 15
USC 80b-2, with total assets in excess of $2,500,000.00.
    (xii) A federal covered investment adviser acting for its own account.
    (xiii) A "qualified institutional buyer" as defined in rule 144A(a)(1), other than rule 144A(a)(1)(i)(H), adopted
under the securities act of 1933, 17 CFR 230.144A.
    (xiv) A "major U.S. institutional investor" as defined in rule 15a-6(b)(4)(i) adopted under the securities exchange
act of 1934, 17 CFR 240.15a-6(b)(4)(i).
    (xv) Any other person, other than an individual, of institutional character with total assets in excess of
$2,500,000.00 not organized for the specific purpose of evading this act.
    (xvi) Any other person specified by rule or order under this act.
    (b) "Insurance company" means a company organized as an insurance company whose primary business is
writing insurance or reinsuring risks underwritten by insurance companies and which is subject to supervision by the
insurance commissioner or a similar official or agency of a state.
    (c) "Insured" means insured as to payment of all principal and all interest.
    (d) "International banking institution" means an international financial institution of which the United States is a
member and whose securities are exempt from registration under the securities act of 1933.
    (e) "Investment adviser" means a person that, for compensation, engages in the business of advising others,
either directly or through publications or writings, as to the value of securities or the advisability of investing in,
purchasing, or selling securities or that, for compensation and as a part of a regular business, issues or promulgates
analyses or reports concerning securities. The term includes a financial planner or other person that, as an integral
component of other financially related services, provides investment advice to others for compensation as part of a
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business or that holds itself out as providing investment advice to others for compensation. The term does not
include any of the following:
    (i) An investment adviser representative.
    (ii) A lawyer, accountant, engineer, or teacher whose performance of investment advice is solely incidental to the
practice of the person's profession.
    (iii) A broker-dealer or its agents whose performance of investment advice is solely incidental to the conduct of
business as a broker-dealer and that does not receive special compensation for the investment advice.
    (iv) A publisher of a bona fide newspaper, news magazine, or business or financial publication of general and
regular circulation.
    (v) A federal covered investment adviser.
    (vi) A depository institution.
    (vii) Any other person that is excluded by the investment advisers act of 1940 from the definition of investment
adviser.
    (viii) Any other person excluded by rule or order under this act.
    (ix) A finder registered as a broker-dealer under this act.
    (f) "Investment adviser representative" means an individual employed by or associated with an investment adviser
or federal covered investment adviser and who makes any recommendations or otherwise gives investment advice
regarding securities, manages accounts or portfolios of clients, determines which recommendation or advice
regarding securities should be given, provides investment advice or holds himself or herself out as providing
investment advice, receives compensation to solicit, offer, or negotiate for the sale of or for selling investment
advice, or supervises employees who perform any of the foregoing. The term does not include an individual who
meets any of the following:
    (i) Performs only clerical or ministerial acts.
    (ii) Is an agent whose performance of investment advice is solely incidental to the individual acting as an agent
and does not receive special compensation for investment advisory services.
    (iii) Is employed by or associated with a federal covered investment adviser, unless the individual meets any of
the following:
    (A) Has a "place of business" in this state as that term is defined in rule 203A-3 adopted under section 203A of
the investment advisers act of 1940, 17 CFR 275.203A-3, and is an "investment adviser representative" as that term
is defined in rule 203A-3 adopted under section 203A of the investment advisers act of 1940, 17 CFR 275.203A-3.
    (B) Has a "place of business" in this state as that term is defined in rule 203A-3 adopted under section 203A of
the investment advisers act of 1940, 17 CFR 275.203A-3, and is not a "supervised person" as that term is defined in
section 202(a)(25) of the investment advisers act of 1940, 15 USC 80b-2.
    (iv) Is excluded by rule or order under this act.
    (g) "Issuer" means a person that issues or proposes to issue a security, subject to the following:
    (i) The issuer of a voting trust certificate, collateral trust certificate, certificate of deposit for a security, or share
in an investment company without a board of directors or individuals performing similar functions, is the person
performing the acts and assuming the duties of depositor or manager pursuant to the trust or other agreement or
instrument under which the security is issued.
    (ii) The issuer of an equipment trust certificate or similar security serving the same purpose is the person by
which the property is or will be used, or to which the property or equipment is or will be leased or conditionally
sold, or that is otherwise contractually responsible for assuring payment of the certificate.
    (iii) The issuer of a fractional undivided interest in an oil, gas, or other mineral lease or in payments out of
production under a lease, right, or royalty is the owner of an interest in the lease or in payments out of production
under a lease, right, or royalty, whether whole or fractional, that creates fractional interests for the purpose of sale.

History: 2008, Act 551, Eff. Oct. 1, 2009 ;-- Am. 2013, Act 264, Imd. Eff. Dec. 30, 2013 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2102b Definitions; N to R.

Sec. 102b.

    As used in this act, unless the context otherwise requires:
    (a) "Nonissuer transaction" or "nonissuer distribution" means a transaction or distribution not directly or
indirectly for the benefit of the issuer.
    (b) "Offer to purchase" includes an attempt or offer to obtain, or solicitation of an offer to sell, a security or
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interest in a security for value. The term does not include a tender offer that is subject to section 14(d) of title I of
the securities exchange act of 1934, 15 USC 78n.
    (c) "Person" means an individual, corporation, business trust, estate, trust, partnership, limited liability company,
limited liability partnership, association, joint venture, or government; a governmental subdivision, agency, or
instrumentality; a public corporation; or any other legal or commercial entity.
    (d) "Place of business" of a broker-dealer, an investment adviser, or a federal covered investment adviser means
any of the following:
    (i) An office at which the broker-dealer, investment adviser, or federal covered investment adviser regularly
provides brokerage or investment advice, or solicits, meets with, or otherwise communicates with customers or
clients.
    (ii) Any other location that is held out to the general public as a location at which the broker-dealer, investment
adviser, or federal covered investment adviser provides brokerage or investment advice, or solicits, meets with, or
otherwise communicates with customers or clients.
    (e) "Predecessor act" means former 1964 PA 265.
    (f) "Price amendment" means the amendment to a registration statement filed under the securities act of 1933 or,
if an amendment is not filed, the prospectus or prospectus supplement filed under the securities act of 1933 that
includes a statement of the offering price, underwriting and selling discounts or commissions, amount of proceeds,
conversion rates, call prices, and other matters dependent upon the offering price.
    (g) "Principal place of business" of a broker-dealer or an investment adviser means the executive office of the
broker-dealer or investment adviser from which the officers, partners, or managers of the broker-dealer or
investment adviser direct, control, and coordinate the activities of the broker-dealer or investment adviser.
    (h) "Record," except in the phrases "of record," "official record," and "public record," means information that is
inscribed on a tangible medium or that is stored in an electronic or other medium and is retrievable in perceivable
form.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2102c Definitions; S.

Sec. 102c.

    As used in this act, unless the context otherwise requires:
    (a) "Sale" includes every contract of sale, contract to sell, or disposition of, a security or interest in a security for
value, and "offer to sell" includes every attempt or offer to dispose of, or solicitation of an offer to purchase, a
security or interest in a security for value. Both terms include any of the following:
    (i) A security given or delivered with, or as a bonus on account of, any purchase of securities or any other thing
constituting part of the subject of the purchase and having been offered and sold for value.
    (ii) A gift of assessable stock involving an offer and sale.
    (iii) A sale or offer of a warrant or right to purchase or subscribe to another security of the same or another
issuer, and a sale or offer of a security that gives the holder a present or future right or privilege to convert the
security into another security of the same or another issuer, including an offer of the other security.
    (b) "Securities and exchange commission" means the United States securities and exchange commission.
    (c) "Security" means a note; stock; treasury stock; security future; bond; debenture; evidence of indebtedness;
certificate of interest or participation in a profit-sharing agreement; collateral trust certificate; preorganization
certificate or subscription; transferable share; investment contract; voting trust certificate; certificate of deposit for
a security; fractional undivided interest in oil, gas, or other mineral rights; put, call, straddle, option, or privilege on
a security, certificate of deposit, or group or index of securities, including an interest in or based on the value of
that put, call, straddle, option, or privilege on that security, certificate of deposit, or group or index of securities;
put, call, straddle, option, or privilege entered into on a national securities exchange relating to foreign currency; an
investment in a viatical or life settlement agreement; or, in general, an interest or instrument commonly known as a
"security"; or a certificate of interest or participation in, temporary or interim certificate for, receipt for, guarantee
of, or warrant or right to subscribe to or purchase, any of the foregoing. All of the following apply to the term
security:
    (i) The term includes a contractual or quasi-contractual arrangement that meets all of the following:
    (A) A person furnishes capital, other than services, to an issuer under the arrangement.
    (B) A portion of the capital furnished under sub-subparagraph (A) is subjected to the risks of the issuer's
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enterprise.
    (C) The furnishing of capital under sub-subparagraph (A) is induced by representations made by an issuer,
promoter, or the issuer's or promoter's affiliates which give rise to a reasonable understanding that a valuable
tangible benefit will accrue to the person furnishing the capital as a result of the operation of the enterprise.
    (D) The person furnishing the capital under sub-subparagraph (A) does not intend to be actively involved in the
management of the enterprise in a meaningful way.
    (E) At the time the capital is furnished, a promoter or its affiliates anticipate that financial gain may be realized as
a result of the furnishing.
    (ii) The term includes both a certificated and an uncertificated security.
    (iii) The term does not include an insurance or endowment policy or annuity contract under which an insurance
company promises to pay a fixed or variable sum of money either in a lump sum or periodically for life or other
specified period.
    (iv) The term does not include an interest in a contributory or noncontributory pension or welfare plan subject to
the employee retirement income security act of 1974.
    (v) The term includes an investment in a common enterprise with the expectation of profits to be derived
primarily from the efforts of a person other than the investor. As used in this subparagraph, a "common enterprise"
means an enterprise in which the fortunes of the investor are interwoven with those of either the person offering the
investment, a third party, or other investors.
    (vi) The term may include, as an investment contract, an interest in a limited partnership, a limited liability
company, or a limited liability partnership.
    (d) "Self-regulatory organization" means a national securities exchange registered under the securities exchange
act of 1934, a national securities association of broker-dealers registered under the securities exchange act of 1934,
a clearing agency registered under the securities exchange act of 1934, or the municipal securities rule-making
board established under the securities exchange act of 1934.
    (e) "Sign" means, with present intent to authenticate or adopt a record, either of the following:
    (i) To execute or adopt a tangible symbol.
    (ii) To attach or logically associate with the record an electronic symbol, sound, or process.
    (f) "State" means a state of the United States, the District of Columbia, the Commonwealth of Puerto Rico, the
United States Virgin Islands, or any territory or insular possession subject to the jurisdiction of the United States.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2103 Additional definitions.

Sec. 103.

    (1) Subject to subsection (2), as used in this act:
    (a) "Commodity exchange act" means the commodity exchange act, 7 USC 1 to 27f.
    (b) "Electronic signatures in global and national commerce act" means the electronic signatures in global and
national commerce act, 15 USC 7001 to 7031.
    (c) "Employee retirement income security act of 1974" means the employee retirement income security act of
1974, Public Law 93-406.
    (d) "Internal revenue code" means the internal revenue code of 1986, 26 USC 1 to 9833.
    (e) "Investment advisers act of 1940" means the investment advisers act of 1940, 15 USC 80b-1 to 80b-21.
    (f) "Investment company act of 1940" means the investment company act of 1940, 15 USC 80a-1 to 80a-64.
    (g) "National housing act" means the national housing act, 12 USC 1701 to 1750g.
    (h) "Public utility holding company act of 1935" means the public utility holding company act of 1935, 15 USC
79 to 79z-6.
    (i) "Securities act of 1933" means the securities act of 1933, 15 USC 77a to 77aa.
    (j) "Securities exchange act of 1934" means the securities exchange act of 1934, 15 USC 78a to 78nn.
    (k) "Securities investor protection act of 1970" means the securities investor protection act of 1970, 15 USC
78aaa to 78lll.
    (l) "Securities litigation uniform standards act of 1998" means the securities litigation uniform standards act of
1998, Public Law 105-353, 112 Stat. 3227.
    (m) "Small business investment act of 1958" means the small business investment act of 1958, Public Law 85-
699.
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    (2) A reference in this act to a federal statute defined in subsection (1) includes that statute and the rules and
regulations adopted under that statute. The administrator may, by rule or order, adopt an amendment or successor
to a federal statute defined in subsection (1) or rules and regulations adopted under a federal statute defined in
subsection (1), a federal statute that is similar to a federal statute defined in subsection (1), or a rule or regulation
that is similar to a rule or regulation adopted under a federal statute defined in subsection (1).

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2104 Reference to agency or department.

Sec. 104.

    Any reference in this act to an agency or department of the United States is also a reference to any successor
agency, department, or entity of that agency or department.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2105 Applicability of act.

Sec. 105.

    This act modifies, limits, and supersedes the electronic signatures in global and national commerce act, but does
not modify, limit, or supersede section 101(c) of that act, 15 USC 7001, or authorize electronic delivery of any of
the notices described in section 103(b) of that act, 15 USC 7003. This act authorizes the filing of records and
signatures, when specified by provisions of this act or by a rule or order under this act, in a manner consistent with
section 104(a) of that act, 15 USC 7004.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

ARTICLE 2
EXEMPTIONS FROM REGISTRATION OF SECURITIES 

451.2201 Securities exempt from MCL 451.2301 to 451.2306 and MCL 451.2504.

Sec. 201.

    The following securities are exempt from the requirements of sections 301 to 306 and 504:
    (a) A security, including a revenue obligation or a separate security as defined in rule 131 adopted under the
securities act of 1933, 17 CFR 230.131, issued, insured, or guaranteed by the United States; by a state; by a
political subdivision of a state; by a public authority, agency, or instrumentality of 1 or more states; by a political
subdivision of 1 or more states; or by a person controlled or supervised by and acting as an instrumentality of the
United States under authority granted by the Congress; or a certificate of deposit for any of the foregoing.
    (b) A security issued, insured, or guaranteed by a foreign government with which the United States maintains
diplomatic relations, or any of its political subdivisions, if the security is recognized as a valid obligation by the
issuer, insurer, or guarantor.
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    (c) A security issued by and representing, or that will represent an interest in or a direct obligation of, or be
guaranteed by, any of the following:
    (i) An international banking institution.
    (ii) A banking institution organized under the laws of the United States; a member bank of the federal reserve
system; or a depository institution a substantial portion of the business of which consists or will consist of either
receiving deposits or share accounts that are insured to the maximum amount authorized by statute by the federal
deposit insurance corporation, the national credit union share insurance fund, or a successor authorized by federal
law or exercising fiduciary powers that are similar to those permitted for national banks under the authority of the
comptroller of currency pursuant to 12 USC 92a.
    (iii) Any other depository institution, unless by rule or order the administrator proceeds under section 204.
    (d) A security issued by and representing an interest in, or a debt of, or insured or guaranteed by, an insurance
company authorized to do business in this state.
    (e) A security issued or guaranteed by a railroad, other common carrier, public utility, or public utility holding
company that is any of the following:
    (i) Regulated in respect to its rates and charges by the United States or a state.
    (ii) Regulated in respect to the issuance or guarantee of the security by the United States, a state, Canada, or a
Canadian province or territory.
    (iii) A public utility holding company registered under the public utility holding company act of 1935 or a
subsidiary of a registered holding company within the meaning of that act.
    (f) A federal covered security specified in section 18(b)(1) of the securities act of 1933, 15 USC 77r, or a
security listed or approved for listing on another securities market specified by rule under this act; a put or a call
option contract; warrant; a subscription right on or with respect to those securities; or an option or similar
derivative security on a security or an index of securities or foreign currencies issued by a clearing agency
registered under the securities exchange act of 1934 and listed or designated for trading on a national securities
exchange, a facility of a national securities exchange, or a facility of a national securities association registered
under the securities exchange act of 1934 or an offer or sale, of the underlying security in connection with the offer,
sale, or exercise of an option or other security that was exempt when the option or other security was written or
issued; or an option or a derivative security designated by the securities and exchange commission under section
9(b) of the securities exchange act of 1934, 15 USC 78i.
    (g) A security issued by a person organized and operated exclusively for religious, educational, benevolent,
fraternal, charitable, social, athletic, or reformatory purposes, or as a chamber of commerce, and not for pecuniary
profit, no part of the net earnings of which inures to the benefit of a private stockholder or other person, or a
security of a company that is excluded from the definition of an investment company under section 3(c)(10)(B) of
the investment company act of 1940, 15 USC 80a-3. With respect to the offer or sale of a note, bond, debenture, or
other evidence of indebtedness by a person described in this subdivision, the administrator by rule or order may
limit the availability of this exemption by classifying securities, persons, and transactions, imposing different
requirements for different classes, specifying with respect to subparagraph (ii) the scope of the exemption and the
grounds for denial or suspension, and requiring an issuer to meet 1 or more of the following:
    (i) To file a notice specifying the material terms of the proposed offer or sale and copies of any proposed sales
and advertising literature to be used and provide that the exemption becomes effective if the administrator does not
disallow the exemption within the period established by the rule.
    (ii) To file a request for exemption authorization for which a rule under this act may specify the scope of the
exemption; the requirement of an offering statement; the filing of sales and advertising literature; the filing of
consent to service of process complying with section 611; and grounds for denial or suspension of the exemption.
    (iii) To register under section 304.
    (h) A member's or owner's interest in, or a retention certificate or like security given in lieu of a cash patronage
dividend issued by, a cooperative organized and operated as a nonprofit membership cooperative under the
cooperative laws of a state, but not a member's or owner's interest, retention certificate, or like security sold to
persons other than bona fide members of the cooperative.
    (i) An equipment trust certificate in respect to equipment leased or conditionally sold to a person, if any security
issued by the person would be exempt under this section or would be a federal covered security under section 18(b)
(1) of the securities act of 1933, 15 USC 77r.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

Rendered Sunday, August 24, 2025
 Page 42

Michigan Compiled Laws Complete Through PA 9 of 2025
Courtesy of legislature.mi.gov



451.2202 Securities exempt from MCL 451.2301 to 451.2306 and MCL 451.2504.

Sec. 202.

    (1) The following transactions are exempt from the requirements of sections 301 to 306 and 504:
    (a) An isolated nonissuer transaction, whether effected by or through a broker-dealer or not.
    (b) A nonissuer transaction by or through a broker-dealer registered or exempt from registration under this act,
and a resale transaction by a sponsor of a unit investment trust registered under the investment company act of
1940, in a security of a class that has been outstanding in the hands of the public for at least 90 days, if all of the
following are met at the date of the transaction:
    (i) The issuer of the security is engaged in business, the issuer is not in the organizational stage or in bankruptcy
or receivership, and the issuer is not a blank check, blind pool, or shell company that has no specific business plan
or purpose or has indicated that its primary business plan is to engage in a merger or combination of the business
with, or an acquisition of, an unidentified person.
    (ii) The security is sold at a price reasonably related to its current market price.
    (iii) The security does not constitute the whole or part of an unsold allotment to, or a subscription or
participation by, the broker-dealer as an underwriter of the security or a redistribution.
    (iv) A nationally recognized securities manual or its electronic equivalent designated by rule or order under this
act or a record filed with the securities and exchange commission that is publicly available contains all of the
following:
    (A) A description of the business and operations of the issuer.
    (B) The names of the issuer's executive officers and the names of the issuer's directors, if any.
    (C) An audited balance sheet of the issuer as of a date within 18 months before the date of the transaction or, in
the case of a reorganization or merger, and when the parties to the reorganization or merger each had an audited
balance sheet, a pro forma balance sheet for the combined entity.
    (D) An audited income statement for each of the issuer's 2 immediately previous fiscal years or for the period of
existence of the issuer, whichever is shorter, or, in the case of a reorganization or merger when each party to the
reorganization or merger had audited income statements, a pro forma income statement.
    (v) Any of the following requirements are met:
    (A) The issuer of the security has a class of equity securities listed on a national securities exchange registered
under section 6 of the securities exchange act of 1934, 15 USC 78f, or designated for trading on the national
association of securities dealers automated quotation system.
    (B) The issuer of the security is a unit investment trust registered under the investment company act of 1940.
    (C) The issuer of the security, including its predecessors, has been engaged in continuous business for at least 3
years.
    (D) The issuer of the security has total assets of at least $2,000,000.00 based on an audited balance sheet as of a
date within 18 months before the date of the transaction or, in the case of a reorganization or merger when the
parties to the reorganization or merger each had an audited balance sheet as of a date within 18 months before the
date of the transaction, a pro forma balance sheet for the combined entity.
    (c) A nonissuer transaction by or through a broker-dealer registered or exempt from registration under this act in
a security of a foreign issuer that is a margin security defined in regulations or rules adopted by the board of
governors of the federal reserve system.
    (d) A nonissuer transaction by or through a broker-dealer registered or exempt from registration under this act in
an outstanding security if the guarantor of the security files reports with the securities and exchange commission
under the reporting requirements of section 13 or 15(d) of the securities exchange act of 1934, 15 USC 78m or
78o.
    (e) A nonissuer transaction by or through a broker-dealer registered or exempt from registration under this act in
a security that meets 1 or more of the following:
    (i) Is rated at the time of the transaction by a nationally recognized statistical rating organization in 1 of its 4
highest rating categories.
    (ii) Has a fixed maturity or a fixed interest or dividend, if both of the following are met:
    (A) A default has not occurred during the current fiscal year or within the 3 previous fiscal years or during the
existence of the issuer and any predecessor if less than 3 fiscal years, in the payment of principal, interest, or
dividends on the security.
    (B) The issuer is engaged in business, is not in the organizational stage or in bankruptcy or receivership, and is
not and has not been within the previous 12 months a blank check, blind pool, or shell company that has no specific
business plan or purpose or has indicated that its primary business plan is to engage in a merger or combination of
the business with, or an acquisition of, an unidentified person.
    (f) A nonissuer transaction by or through a broker-dealer registered or exempt from registration under this act
effecting an unsolicited order or offer to purchase.
    (g) A nonissuer transaction executed by a bona fide pledgee without any purpose of evading this act.
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    (h) A nonissuer transaction by a federal covered investment adviser with investments under management in
excess of $100,000,000.00 acting in the exercise of discretionary authority in a signed record for the account of
others.
    (i) A transaction in a security, whether or not the security or transaction is otherwise exempt, in exchange for 1
or more bona fide outstanding securities, claims, or property interests, or partly in exchange and partly for cash, if
the terms and conditions of the issuance and exchange or the delivery and exchange and the fairness of the terms
and conditions have been approved by the administrator at a hearing.
    (j) A transaction between the issuer or other person on whose behalf the offering is made and an underwriter, or
among underwriters.
    (k) A transaction in a note, bond, debenture, or other evidence of indebtedness secured by a mortgage or other
security agreement if all of the following are met:
    (i) The note, bond, debenture, or other evidence of indebtedness is offered and sold with the mortgage or other
security agreement as a unit.
    (ii) A general solicitation or general advertisement of the transaction is not made.
    (iii) A commission or other remuneration is not paid or given, directly or indirectly, to a person not registered
under this act as a broker-dealer or as an agent.
    (l) A transaction by an executor, administrator of an estate, sheriff, marshal, receiver, trustee in bankruptcy,
guardian, or conservator.
    (m) A sale or offer to sell to any of the following:
    (i) An institutional investor.
    (ii) A federal covered investment adviser.
    (iii) Any other person exempted by rule or order under this act.
    (n) A sale or an offer to sell securities by or on behalf of an issuer, if the transaction is part of a single issue in
which all of the following are met:
    (i) There are not more than 50 purchasers in this state during any 12 consecutive months, other than those
designated in subdivision (m).
    (ii) There is no general solicitation or general advertising used in connection with the offer to sell or sale of the
securities.
    (iii) A commission or other remuneration is not paid or given, directly or indirectly, to a person other than a
broker-dealer registered under this act or an agent registered under this act for soliciting a prospective purchaser in
this state.
    (iv) The issuer reasonably believes that all the purchasers in this state other than those designated in subdivision
(m) are purchasing for investment.
    (o) A transaction under an offer to existing security holders of the issuer, including persons that at the date of the
transaction are holders of convertible securities, options, or warrants, if a commission or other remuneration, other
than a standby commission, is not paid or given, directly or indirectly, for soliciting a security holder in this state.
    (p) An offer to sell, but not a sale, of a security not exempt from registration under the securities act of 1933 if
both of the following are met:
    (i) A registration or offering statement or similar record as required under the securities act of 1933 has been
filed, but is not effective, or the offer is made in compliance with rule 165 adopted under the securities act of 1933,
17 CFR 230.165.
    (ii) A stop order of which the offeror is aware has not been issued against the offeror by the administrator or the
securities and exchange commission, and an audit, inspection, or proceeding that is public and may culminate in a
stop order is not known by the offeror to be pending.
    (q) An offer to sell, but not a sale, of a security exempt from registration under the securities act of 1933 if all of
the following are met:
    (i) A registration statement has been filed under this act, but is not effective.
    (ii) A solicitation of interest is provided in a record to offerees in compliance with a rule adopted by the
administrator under this act.
    (iii) A stop order of which the offeror is aware has not been issued by the administrator under this act, and an
audit, inspection, or proceeding that may culminate in a stop order is not known by the offeror to be pending.
    (r) A transaction involving the distribution of the securities of an issuer to the security holders of another person
in connection with a merger, consolidation, exchange of securities, sale of assets, or other reorganization to which
the issuer, or its parent or subsidiary, and the other person, or its parent or subsidiary, are parties.
    (s) A rescission offer, sale, or purchase under section 510.
    (t) An offer or sale of a security to a person not resident in this state and not present in this state if the offer or
sale does not constitute a violation of the laws of the state or foreign jurisdiction in which the offeree or purchaser
is present and is not part of an unlawful plan or scheme to evade this act.
    (u) An offer or sale of a security pursuant to an employee's stock purchase, savings, option, profit-sharing,
pension, or similar employees' benefit plan, including any securities, plan interests, and guarantees issued under a
compensatory benefit plan or compensation contract, contained in a record, established by the issuer, its parents, its
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majority-owned subsidiaries, or the majority-owned subsidiaries of the issuer's parent for the participation of their
employees including any of the following:
    (i) Offers or sales of those securities to directors; general partners; trustees, if the issuer is a business trust;
officers; or consultants and advisors.
    (ii) Family members who acquire those securities from those persons through gifts or domestic relations orders.
    (iii) Former employees, directors, general partners, trustees, officers, consultants, and advisors if those
individuals were employed by or providing services to the issuer when the securities were offered.
    (iv) Insurance agents who are exclusive insurance agents of the issuer, its subsidiaries or parents, or who derive
more than 50% of their annual income from those organizations.
    (v) A transaction involving any of the following:
    (i) A stock dividend or equivalent equity distribution, whether the corporation or other business organization
distributing the dividend or equivalent equity distribution is the issuer or not, if nothing of value is given by
stockholders or other equity holders for the dividend or equivalent equity distribution other than the surrender of a
right to a cash or property dividend if each stockholder or other equity holder may elect to take the dividend or
equivalent equity distribution in cash, property, or stock.
    (ii) An act incident to a judicially approved reorganization in which a security is issued in exchange for 1 or more
outstanding securities, claims, or property interests, or partly in exchange and partly for cash.
    (iii) The solicitation of tenders of securities by an offeror in a tender offer in compliance with rule 162 adopted
under the securities act of 1933, 17 CFR 230.162.
    (w) Subject to subsection (2), a nonissuer transaction in an outstanding security by or through a broker-dealer
registered or exempt from registration under this act, if both of the following are met:
    (i) The issuer is a reporting issuer in a foreign jurisdiction designated in subsection (2)(a), or by rule or order of
the administrator, and has been subject to continuous reporting requirements in the foreign jurisdiction for not less
than 180 days before the transaction.
    (ii) The security is listed on the foreign jurisdiction's securities exchange that has been designated in subsection
(2)(a), or by rule or order under this act, or is a security of the same issuer that is of senior or substantially equal
rank to the listed security or is a warrant or right to purchase or subscribe to any of the foregoing.
    (x) Any offer or sale of a security by an issuer under section 202a.
    (y) Any offer or sale of a security that meets the requirements for the federal exemption for a regulation A
offering under section 3(b) of the securities act of 1933, 15 USC 77c(b), and SEC rule 251, 17 CFR 230.251, if the
offer or sale meets all of the following requirements:
    (i) The issuer has filed SEC form 1A with the securities and exchange commission with respect to the regulation
A offering, in a manner acceptable to the securities and exchange commission, and in that filing the issuer has
satisfied all of the requirements of 17 CFR 230.251 to 230.263 inclusively, including the filing of the regulation A
offering circular required under 17 CFR 230.253.
    (ii) At least 10 days before commencing an offering of securities in reliance on this exemption or the use of any
publicly available website in connection with an offering of securities in reliance on this exemption, the issuer files a
notice with the administrator, in writing or in electronic form as specified by the administrator, that contains all of
the following:
    (A) A notice of claim of exemption from registration, specifying that the issuer intends to conduct an offering in
reliance on a regulation A exemption, accompanied by a nonrefundable filing fee of $100.00 for filing the
exemption notice. The fees paid to the administrator under this sub-subparagraph shall be used to pay the costs
incurred in administering and enforcing this act.
    (B) A copy of the completed SEC form 1A and all of the accompanying documents filed with the securities and
exchange commission, including the final regulation A offering circular to be provided to prospective purchasers in
connection with the offering. Before filing SEC form 1A with the administrator, the issuer may advertise its intent
to make a regulation A offering within the state and to solicit interest from prospective purchasers under 17 CFR
230.254.
    (iii) The sum of all cash and other consideration to be received for all sales of the security in reliance on this
exemption does not exceed the amount set forth in subsection (b) of 17 CFR 230.251, less the aggregate amount
received for all sales of securities by the issuer within the 12 months before the first offer or sale made in reliance
on this exemption.
    (iv) The issuer does not accept more than $10,000.00 from any single purchaser unless the purchaser is an
accredited investor as defined by rule 501 of SEC regulation D, 17 CFR 230.501. The issuer may rely on
confirmation that the purchaser is an accredited investor from a licensed broker-dealer or another third party in
making a determination that the purchaser is an accredited investor. Every fifth year, the administrator shall
cumulatively adjust the $10,000.00 limitation amount described in this subparagraph to reflect the change in the
consumer price index for all urban consumers published by the federal bureau of labor statistics, rounding the dollar
limitation to the nearest $100.00.
    (z) Any secondary offer, sale, purchase, or trade of securities facilitated by a Michigan investment market, if the
Michigan investment market effects that transaction in accordance with article 4A and has made available to any
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secondary purchaser, within a reasonable period before effecting the transaction, general management and financial
information concerning the issuer of the securities, including the issuer's financial documents for the preceding
calendar or fiscal year and interim financial information as of the end of the issuer's most recent calendar or fiscal
quarter.
    (2) For purposes of subsection (1)(w), both of the following apply:
    (a) Canada, together with its provinces and territories, is a designated foreign jurisdiction and the Toronto stock
exchange, inc., is a designated securities exchange.
    (b) After an administrative hearing in compliance with applicable state law, the administrator, by rule or order
under this act, may revoke the designation of a securities exchange under subsection (1)(w) or this subsection if the
administrator finds that revocation is necessary or appropriate in the public interest and for the protection of
investors.
    (3) An issuer that sells securities in this state in reliance on this exemption described in subsection (1)(y) may
advertise the offering in any manner, including advertising on website platforms that may be owned and controlled
by nonissuer third parties, if no commissions are paid to either employees of the issuer for the sale of the securities
or to third parties that facilitate the sale of the securities, unless those third parties are licensed broker-dealers
authorized to conduct transactions described in subsection (1)(y).

History: 2008, Act 551, Eff. Oct. 1, 2009 ;-- Am. 2013, Act 264, Imd. Eff. Dec. 30, 2013 ;-- Am. 2014, Act 355, Imd. Eff. Oct. 21, 2014 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.Enacting section 1 of Act
355 of 2014 provides:"Enacting section 1. It is the intent of the legislature by enacting this amendatory act to regulate a class of intrastate
broker-dealers that is exempt under section 15(a)(1) of the securities exchange act of 1934, 15 USC 78o, and that will facilitate intrastate
securities transactions among persons of this state."

451.2202a Offer or sale of security by issuer; exemption from MCL 451.2301 to 451.2306 and 451.2504;
requirements; adjustment; report; limitations; rules; filing fee; website; violation; "controlling person"
defined; exemption as "Michigan invests locally exemption."

Sec. 202a.

    (1) Except as otherwise provided in this act, an offer or sale of a security by an issuer is exempt from the
requirements of sections 301 to 306 and 504 if the offer or sale meets all of the following requirements:
    (a) The issuer of the security is an entity that is incorporated or organized under the laws of this state, is a
resident of this state under SEC rule 147, 17 CFR 230.147, or SEC rule 147A, 17 CFR 230.147A, and is
authorized to do business in this state.
    (b) The transaction meets the requirements for the federal exemption for intrastate offerings under 15 USC
77c(a)(11) and SEC rule 147, 17 CFR 230.147, including, but not limited to, the requirements for determining
whether an offeree or purchaser is a resident of this state, or the federal exemption for intrastate offerings under 15
USC 77e and SEC rule 147A, 17 CFR 230.147A. All of the following apply concerning these requirements:
    (i) Each of the following is prima facie evidence that an individual is a resident of this state:
    (A) A valid operator's license, chauffeur's license, or official personal identification card issued by this state.
    (B) A current Michigan voter registration.
    (C) A signed affidavit as described in section 7cc(2) of the general property tax act, 1893 PA 206, MCL
211.7cc, that indicates that the purchaser owns and occupies property in this state as his or her principal residence.
    (D) Any other record or documents issued by this state that establishes that the purchaser's principal residence is
in this state.
    (ii) The provisions of SEC rule 147, 17 CFR 230.147, or SEC rule 147A, 17 CFR 230.147A, as applicable,
apply in determining the residency of an offeree or purchaser that is a corporation, partnership, trust, or other form
of business organization.
    (iii) If a purchaser of a security that is exempt under this section resells that security within 6 months after the
closing of the particular offering in which the purchaser obtained that security to a person that is not a resident of
this state, the original investment agreement between the issuer and the purchaser is void. If an agreement to
purchase, or the purchase of, a security is void under this subparagraph, the issuer may recover damages from the
misrepresenting offeree or purchaser. These damages include, but are not limited to, the issuer's expenses in
resolving the misrepresentation. However, damages described in this subparagraph shall not exceed the amount of
the person's investment in the security.
    (c) The sum of all cash and other consideration to be received for all sales of the security in reliance on this
exemption does not exceed the following amounts:
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    (i) One million dollars, less the aggregate amount received for all sales of securities by the issuer within the 12
months before the first offer or sale made in reliance on this exemption, if the issuer has not made available to each
prospective purchaser and the administrator audited financial statements or reviewed financial statements for the
issuer's most recently completed fiscal year, prepared by a certified public accountant, as defined in section 720 of
the occupational code, 1980 PA 299, MCL 339.720, in accordance with the statements on auditing standards of the
American institute of certified public accountants or the statements on standards for accounting and review services
of the American institute of certified public accountants, as applicable.
    (ii) Two million dollars, less the aggregate amount received for all sales of securities by the issuer within the 12
months before the first offer or sale made in reliance on this exemption, if the issuer has made available to each
prospective purchaser and the administrator audited financial statements or reviewed financial statements for the
issuer's most recently completed fiscal year, prepared by a certified public accountant, as defined in section 720 of
the occupational code, 1980 PA 299, MCL 339.720, in accordance with the statements on auditing standards of the
American institute of certified public accountants or the statements on standards for accounting and review services
of the American institute of certified public accountants, as applicable.
    (d) The issuer has not accepted more than $10,000.00 from any single purchaser unless the purchaser is an
accredited investor as defined by rule 501 of SEC regulation D, 17 CFR 230.501. The issuer may rely on
confirmation that the purchaser is an accredited investor from a licensed broker-dealer or another third party in
making a determination that the purchaser is an accredited investor.
    (e) At least 10 days before an offer of securities is made in reliance on this exemption or the use of any publicly
available website in connection with an offering of securities in reliance on this exemption, the issuer files a notice
with the administrator, in writing or in electronic form as specified by the administrator, that contains all of the
following:
    (i) A notice of claim of exemption from registration, specifying that the issuer intends to conduct an offering in
reliance on this exemption, accompanied by the filing fee specified in this section.
    (ii) A copy of the disclosure statement to be provided to prospective investors in connection with the offering.
The disclosure statement must contain all of the following:
    (A) A description of the issuer, including its type of entity, the address and telephone number of its principal
office, its formation history, its business plan, and the intended use of the offering proceeds, including any amounts
to be paid, as compensation or otherwise, to any owner, executive officer, director, managing member, or other
person occupying a similar status or performing similar functions on behalf of the issuer.
    (B) The identity of each person that owns more than 10% of the ownership interests of any class of securities of
the issuer.
    (C) The identity of the executive officers, directors, and managing members of the issuer, and any other
individuals who occupy similar status or perform similar functions in the name of and on behalf of the issuer,
including their titles and their prior experience.
    (D) The terms and conditions of the securities being offered and of any outstanding securities of the issuer, the
minimum and maximum amount of securities being offered, if any, and either the percentage ownership of the issuer
represented by the offered securities or the valuation of the issuer implied by the price of the offered securities.
    (E) The identity of any person that the issuer has or intends to retain to assist the issuer in conducting the
offering and sale of the securities, including the owner of any websites, if known, but excluding any person acting
solely as an accountant or attorney and any employees whose primary job responsibilities involve the operating
business of the issuer rather than assisting the issuer in raising capital, and for each person identified in response to
this sub-subparagraph, a description of the consideration being paid to that person for that assistance.
    (F) A description of any litigation or legal proceedings involving the issuer or its management.
    (G) The name and address of any website that the issuer intends to use in connection with the offering, including
its uniform resource locator or URL. If the issuer has not engaged a website described in this sub-subparagraph at
the time the issuer files the disclosure statement described in this subparagraph with the administrator under this
subdivision but subsequently does engage a website for use in connection with the offering, the issuer shall provide
the information described in this sub-subparagraph to the administrator by filing a supplemental notice.
    (iii) An escrow agreement with a bank or other depository institution located in this state, in which the purchaser
funds will be deposited, that provides that all offering proceeds will be released to the issuer only when the
aggregate capital raised from all purchasers is equal to or greater than the minimum target offering amount
specified in the disclosure statement as necessary to implement the business plan and that all purchasers will receive
a return of their subscription funds if that target offering amount is not raised by the time stated in the disclosure
statement. The bank or other depository institution may contract with the issuer to collect reasonable fees for its
escrow services regardless of whether the target offering amount is reached.
    (f) The issuer is not, either before or as a result of the offering, an investment company, as defined in section 3 of
the investment company act of 1940, 15 USC 80a-3, or an entity that would be an investment company but for the
exclusions provided in subsection (c) of that section, or subject to the reporting requirements of section 13 or 15(d)
of the securities exchange act of 1934, 15 USC 78m and 78o(d).
    (g) The issuer informs each prospective purchaser that the securities are not registered under federal or state
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securities laws and that the securities are subject to limitations on transfer or resale and displays the following
legend conspicuously on the cover page of the disclosure statement:
    "IN MAKING AN INVESTMENT DECISION, PURCHASERS MUST RELY ON THEIR OWN
EXAMINATION OF THE ISSUER AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS
AND RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL
OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE
FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE
ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE. THESE SECURITIES ARE SUBJECT TO RESTRICTIONS ON TRANSFERABILITY AND
RESALE AND MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS PERMITTED BY SUBSECTION
(E) OF SEC RULE 147, 17 CFR 230.147(E), OR SUBSECTION (E) OF SEC RULE 147A, 17 CFR
230.147A(E), AS PROMULGATED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, AND THE
APPLICABLE STATE SECURITIES LAWS, PURSUANT TO REGISTRATION OR EXEMPTION
THEREFROM. PURCHASERS SHOULD BE AWARE THAT THEY WILL BE REQUIRED TO BEAR THE
FINANCIAL RISKS OF THIS INVESTMENT FOR AN INDEFINITE PERIOD OF TIME.".
    (h) The issuer requires each purchaser to certify in writing, and to include as part of that certification his or her
signature, and his or her initials next to each paragraph of the certification, as follows: "I understand and
acknowledge that:
    I am investing in a high-risk, speculative business venture. I may lose all of my investment, and I can afford the
loss of my investment.
    This offering has not been reviewed or approved by any state or federal securities commission or other
regulatory authority and that no regulatory authority has confirmed the accuracy or determined the adequacy of any
disclosure made to me relating to this offering.
    The securities I am acquiring in this offering are illiquid, that the securities are subject to possible dilution, that
there is no ready market for the sale of those securities, that it may be difficult or impossible for me to sell or
otherwise dispose of this investment, and that, accordingly, I may be required to hold this investment indefinitely.
    I may be subject to tax on my share of the taxable income and losses of the issuer, whether or not I have sold or
otherwise disposed of my investment or received any dividends or other distributions from the issuer.
    By entering into this transaction with the issuer, I am affirmatively representing myself as being a Michigan
resident at the time that this contract is formed, and if this representation is subsequently shown to be false, the
contract is void.
    If I resell any of the securities I am acquiring in this offering to a person that is not a Michigan resident, within 6
months after the closing of the offering, my contract with the issuer for the purchase of these securities is void.".
    (i) If the offer and sale of securities under this section is made through an internet website, all of the following
requirements are met:
    (i) Before any offer of an investment opportunity to residents of this state through the use of a website, the issuer
provides to the website and to the administrator evidence that the issuer is organized under the laws of this state
and that it is authorized to do business in this state.
    (ii) The issuer obtains from each purchaser of a security under this section evidence that the purchaser is a
resident of this state and, if applicable, an accredited investor.
    (iii) The website operator files a written notice with the administrator that includes the website operator's name,
business address, and contact information and states that it is authorized to do business in this state and is being
utilized to offer and sell securities under this exemption. Beginning 12 months after the date of the written notice, a
website operator that has filed a written notice under this subparagraph shall annually notify the administrator in
writing of any changes in the information provided to the administrator under this subparagraph.
    (iv) The issuer and the website keep and maintain records of the offers and sales of securities made through the
website and provide ready access to the records to the administrator on request. The administrator may access,
inspect, and review any website described in this subdivision and its records.
    (j) All payments for the purchase of securities are directed to and held by the bank or depository institution
subject to the provisions of subdivision (e)(iii).
    (k) Offers or sales of a security are not made through an internet website unless the website has filed the written
notice required under subdivision (i)(iii) with the administrator.
    (l) The issuer does not pay, directly or indirectly, any commission or remuneration to an executive officer,
director, managing member, or other individual who has a similar status or performs similar functions in the name
of and on behalf of the issuer for offering or selling the securities unless he or she is registered as a broker-dealer,
investment adviser, or investment adviser representative under article 4. An executive officer, director, managing
member, or other individual who has a similar status or performs similar functions in the name of and on behalf of
the issuer is exempt from the registration requirements under article 4 if he or she does not receive, directly or
indirectly, any commission or remuneration for offering or selling securities of the issuer that are exempt from
registration under this section.
    (m) The issuer provides a copy of the disclosure statement provided to the administrator under subdivision (e)(ii)
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to each prospective purchaser at the time the offer of securities is made to the prospective purchaser. In addition to
the information described in subdivision (e)(ii), the disclosure statement provided to the administrator and to
prospective purchasers shall include additional information material to the offering, including, where appropriate, a
discussion of significant factors that make the offering speculative or risky. This discussion must be concise and
organized logically and should not present risks that could apply to any issuer or any offering.
    (n) The term of the offering does not exceed 12 months after the date of the first offer.
    (2) Every fifth year, the administrator shall cumulatively adjust each of the following dollar amounts to reflect the
change in the consumer price index for all urban consumers published by the federal bureau of labor statistics:
    (a) The dollar limitations provided in subsection (1)(c), rounding each dollar limitation to the nearest
$50,000.00.
    (b) The dollar limitation provided in subsection (1)(d) and section 201(1)(y)(iv), rounding that dollar limitation
to the nearest $100.00.
    (3) If the offer and sale of a security of an issuer is exempt under this section, the issuer shall provide a quarterly
report to the issuer's purchasers until none of the securities issued under this section are outstanding. All of the
following apply to the quarterly report described in this subsection:
    (a) The issuer shall provide the report free of charge to the purchasers.
    (b) An issuer may satisfy the report requirement under this subsection by making the information available on an
internet website if the information is made available within 45 days after the end of each fiscal quarter and remains
available until the next quarterly report is issued.
    (c) The issuer shall file each report with the administrator and must provide a written copy of the report to any
purchaser on request.
    (d) The report must include all of the following:
    (i) The compensation received by each director and executive officer of the issuer, including cash compensation
earned since the previous report and on an annual basis and any bonuses, stock options, other rights to receive
securities of the issuer or any affiliate of the issuer, or other compensation received.
    (ii) An analysis by management of the issuer of the business operations and financial condition of the issuer.
    (4) The exemption provided in this section shall not be used in conjunction with any other exemption under this
article, except offers and sales to controlling persons shall not count toward the limitation in subsection (1)(c).
    (5) The exemption described in this section does not apply if an issuer or person that is affiliated with the issuer
or offering is subject to any disqualification established by the administrator by rule or contained in rule 262 as
promulgated under the securities act of 1933, 17 CFR 230.262. However, this subsection does not apply if both of
the following are met:
    (a) On a showing of good cause and without prejudice to any other action by the administrator, the administrator
determines that it is not necessary under the circumstances that an exemption be denied.
    (b) The issuer establishes that it made factual inquiry into whether any disqualification existed under this
subsection but did not know, and in the exercise of reasonable care could not have known, that a disqualification
existed under this subsection. The nature and scope of the requisite inquiry will vary based on the circumstances of
the issuer and the other offering participants.
    (6) The administrator may adopt rules to implement the provisions of this section and to protect purchasers that
purchase securities that are exempt from registration under this section.
    (7) The administrator shall charge a nonrefundable filing fee of $100.00 for filing an exemption notice required
under subsection (1). The fees paid to the administrator under this subsection shall be used to pay the costs incurred
in administering and enforcing this act.
    (8) A website through which an offer or sale of securities under this section is made is not subject to the broker-
dealer, investment adviser, or investment adviser representative registration requirements under article 4 if the
website meets all of the following conditions:
    (a) It does not offer investment advice or recommendations.
    (b) It does not solicit purchases, sales, or offers to buy the securities offered or displayed on the website.
    (c) It does not compensate employees, agents, or other persons for the solicitation or based on the sale of
securities displayed or referenced on the website.
    (d) It does not hold, manage, possess, or otherwise handle purchaser funds or securities.
    (e) It does not engage in any other activities that the administrator by rule determines are inappropriate for an
exemption from the registration requirements under article 4.
    (9) Except for section 504, article 5 applies to a violation of this section, including a violation concerning website
operation.
    (10) As used in this section, "controlling person" means an officer, director, partner, or trustee, or another
individual who has similar status or performs similar functions, of or for the issuer or to a person that owns 10% or
more of the outstanding shares of any class or classes of securities of the issuer.
    (11) The exemption described in this section may be referred to as the "Michigan invests locally exemption".

History: Add. 2013, Act 264, Imd. Eff. Dec. 30, 2013 ;-- Am. 2017, Act 141, Imd. Eff. Oct. 30, 2017 
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Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2203 Rule or order; exemptions and waivers.

Sec. 203.

    A rule or order under this act may exempt a security, transaction, or offer, or a rule or order under this act may
exempt a class of securities, transactions, or offers, from any or all of the requirements of sections 301 to 306 and
504, and a rule or order under this act may waive any or all of the conditions for an exemption or offers under
sections 201 and 202.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2204 Denial, suspension, revocation, condition, or limitation of exemption.

Sec. 204.

    (1) Except with respect to a federal covered security or a transaction involving a federal covered security, an
order of the administrator under this act may deny or suspend application of, condition, limit, or revoke an
exemption created under section 201(c)(iii), (g), or (h) or 202 or an exemption or waiver created under section 203
with respect to a specific security, transaction, or offer. An order under this section may only be issued pursuant to
the procedures in section 306(4) or 604.
    (2) A person does not violate section 301, 303 to 306, 504, or 510 by an offer to sell, an offer to purchase, a
sale, or a purchase effected after the entry of an order issued under this section if the person did not know, and in
the exercise of reasonable care could not have known, of the order.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

ARTICLE 3
REGISTRATION OF SECURITIES AND NOTICE FILINGS OF FEDERAL COVERED SECURITIES 

451.2301 Offer or sale of security; requirements.

Sec. 301.

    A person shall not offer or sell a security in this state unless 1 or more of the following are met:
    (a) The security is a federal covered security.
    (b) The security, transaction, or offer is exempted from registration under sections 201 to 203.
    (c) The security is registered under this act.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.
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451.2302 Notice filing.

Sec. 302.

    (1) A rule or order under this act may require the filing of 1 or more of the following records with respect to a
security issued by an investment company that is a federal covered security as defined in section 18(b)(2) of the
securities act of 1933, 15 USC 77r, that is not otherwise exempt under sections 201 to 203:
    (a) Before the initial offer of a federal covered security in this state, all records that are part of a federal
registration statement filed with the securities and exchange commission under the securities act of 1933, a consent
to service of process signed by the issuer, and a fee of $500.00.
    (b) After the initial offer of the federal covered security in this state, all records that are part of an amendment to
a federal registration statement filed with the securities and exchange commission under the securities act of 1933.
    (2) Any security issued by a unit investment trust that is registered or that has filed a registration statement under
the investment company act of 1940 as an investment company may be offered for sale and sold into, from, or
within this state for an indefinite period commencing upon the later of the trust's effectiveness with the securities
and exchange commission or the administrator's receipt of a notice as prescribed by the administrator and a 1-time
notice filing fee of $500.00.
    (3) Each of the following applies to a notice filing under subsection (1):
    (a) A notice filing is effective for a period of 1 year, commencing upon the later of the effectiveness of the
offering with the securities and exchange commission or the administrator's receipt of the notice filing.
    (b) A notice filing may be renewed for an additional 1-year period by filing a current form NF and the fee
required by subsection (8) before the expiration of the 1-year effective period. The renewal is effective upon the
expiration of the prior notice period.
    (c) A notice filing may be terminated by filing with the administrator a notice of termination as prescribed by the
administrator. The termination is effective upon the administrator's receipt of the notice of termination.
    (4) With respect to any security that is a federal covered security under section 18(b)(4)(D) of the securities act
of 1933, 15 USC 77r, the issuer shall file all of the following:
    (a) A notice on securities and exchange commission form D or a form approved by the administrator.
    (b) A consent to service of process signed by the issuer, no later than 15 days after the first sale of a federal
covered security in this state.
    (c) A nonrefundable filing fee of $100.00.
    (5) The administrator, by rule or order, may require the filing of any document filed with the securities and
exchange commission under the securities act of 1933 and a nonrefundable filing fee of $100.00 with respect to any
federal covered security.
    (6) The administrator may issue a stop order suspending the offer and sale of a federal covered security, except a
federal covered security under section 18(b)(1) of the securities act of 1933, 15 USC 77r, if it finds that the order is
in the public interest and there is a failure to comply with this section.
    (7) The administrator may waive any or all of the provisions of this section by rule or order.
    (8) All of the following apply to the renewals of a notice filing under subsection (3):
    (a) Subject to adjustment under subdivision (c), the fee for the renewal is 1 of the following:
    (i) If the issuer projects nonexempt sales of the security in this state during the 1-year renewal period of
$250,000.00 or less, $100.00.
    (ii) If the issuer projects nonexempt sales of the security in this state during the 1-year renewal period of more
than $250,000.00 but not more than $700,000.00, $400.00.
    (iii) If the issuer projects nonexempt sales of the security in this state during the 1-year renewal period of more
than $700,000.00 but not more than $1,000,000.00, $800.00.
    (iv) If the issuer projects nonexempt sales of the security in this state during the 1-year renewal period of more
than $1,000,000.00, $1,400.00.
    (b) For purposes of subdivision (a), an issuer's projection of nonexempt sales of a security must be reasonable
and based on any facts known to the issuer at the time of renewal that may affect sales of the security, including,
but not limited to, nonexempt sales of the security in this state during the current 1-year notice filing period.
    (c) If an issuer's nonexempt sales of a security in this state during a 1-year notice filing period exceed the
projections for that period that the issuer had submitted to the administrator for determination of the issuer's
renewal fee for that 1-year notice filing period, the issuer is not required to amend its projections or pay an
additional fee for that notice filing period. However, the fee for renewal of the notice filing shall be the greater of
the following:
    (i) The renewal fee determined under subdivision (a).
    (ii) A renewal fee determined under subdivision (a), using actual sales during the current notice filing period as
the projected sales for the renewal notice filing period.
    (d) If an issuer's nonexempt sales of a security in this state during a 1-year notice filing period are less than the
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projections for that period that the issuer had submitted to the administrator for determination of the issuer's
renewal fee for the 1-year notice filing period, the issuer is not entitled to a refund of any part of the renewal fee for
that period or adjustment of the renewal fee for any renewal period.
    (e) Upon written request of the administrator, an issuer shall provide sales reports showing the issuer's
nonexempt sales of a security in this state for the current and 2 previous 1-year notice filing periods, but the issuer
is not otherwise required to provide a sales report to the administrator in connection with a renewal of a notice
filing.
    (f) If the administrator determines that for 2 consecutive 1-year notice filing periods an issuer's nonexempt sales
of a security in this state exceeded the issuer's sales projections for that period, the administrator may assess the
issuer an administrative fine in the amount of the renewal fees the issuer would have paid under subdivision (a) if its
projections had been accurate. This administrative fine is in addition to an increased fee for renewal under
subdivision (c), if any.
    (9) If the administrator finds that there is a failure to comply with a notice or fee requirement of this section, the
administrator may issue a stop order suspending the offer and sale of a federal covered security in this state, except
a federal covered security under section 18(b)(1) of the securities act of 1933, 15 USC 77r. If the deficiency is
corrected, the stop order is void as of the time of its issuance and no other charge or administrative or civil fine may
be imposed by the administrator.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2303 Securities registration by coordination.

Sec. 303.

    (1) A security for which a registration statement has been filed under the securities act of 1933 in connection
with the same offering may be registered by coordination under this section.
    (2) A registration statement and accompanying records under this section must contain or be accompanied by all
of the following records in addition to the information specified in section 305 and a consent to service of process
complying with section 611:
    (a) A copy of the latest form of prospectus filed under the securities act of 1933.
    (b) A copy of the articles of incorporation and bylaws or their substantial equivalents currently in effect, a copy
of any agreement with or among underwriters, a copy of any indenture or other instrument governing the issuance
of the security to be registered, and a specimen, copy, or description of the security that is required by rule or order
under this act.
    (c) Copies of any other information, or any other records, filed by the issuer under the securities act of 1933
requested by the administrator.
    (d) An undertaking to forward each amendment to the federal prospectus, other than an amendment that delays
the effective date of the registration statement, promptly after it is filed with the securities and exchange
commission.
    (3) A registration statement under this section becomes effective simultaneously with or subsequent to the
federal registration statement when all the following conditions are satisfied:
    (a) A stop order under subsection (4) or section 306 or issued by the securities and exchange commission is not
in effect and a proceeding is not pending against the issuer under section 306.
    (b) The registration statement has been on file for at least 20 days or a shorter period provided by rule or order
under this act.
    (c) The registrant has not consented to a later effective date.
    (4) The registrant shall promptly notify the administrator in a record of the date when the federal registration
statement becomes effective and the content of a price amendment, if any, and shall promptly file a record
containing the price amendment. If the notice is not timely received, the administrator may issue a stop order,
without prior notice or hearing, retroactively denying effectiveness to the registration statement or suspending its
effectiveness until compliance with this section. The administrator shall promptly notify the registrant of an order by
telegram, telephone, or electronic means and promptly confirm this notice by a record. If the registrant
subsequently complies with the notice requirements of this section, the stop order is void as of the date of its
issuance.
    (5) If the federal registration statement becomes effective before each of the conditions in this section is satisfied
or is waived by the administrator, the registration statement is automatically effective under this act when all the
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conditions are satisfied or waived. If the registrant notifies the administrator of the date when the federal
registration statement is expected to become effective, the administrator shall promptly notify the registrant by
telegram, telephone, or electronic means and promptly confirm this notice by a record, indicating whether all the
conditions are satisfied or waived and whether the administrator intends the institution of a proceeding under
section 306. The notice by the administrator does not preclude the institution of a proceeding under section 306.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2304 Securities registration by qualification.

Sec. 304.

    (1) A security may be registered by qualification under this section.
    (2) A registration statement under this section must contain the information or records specified in section 305, a
consent to service of process complying with section 611, and, if provided by rule under this act, all of the
following information or records:
    (a) With respect to the issuer and any significant subsidiary, its name, address, and form of organization, the state
or foreign jurisdiction and date of its organization, the general character and location of its business, a description
of its physical properties and equipment, and a statement of the general competitive conditions in the industry or
business in which it is or will be engaged.
    (b) With respect to each director and officer of the issuer, and other person having a similar status or performing
similar functions, the person's name, address, and principal occupation for the previous 5 years, the amount of
securities of the issuer held by the person as of the thirtieth day before the filing of the registration statement, the
amount of the securities covered by the registration statement to which the person has indicated an intention to
subscribe, and a description of any material interest of the person in any material transaction with the issuer or a
significant subsidiary effected within the previous 3 years or proposed to be effected.
    (c) With respect to persons covered by subdivision (b), the aggregate sum of the remuneration paid to those
persons during the previous 12 months and estimated to be paid during the next 12 months, directly or indirectly,
by the issuer, and all predecessors, parents, subsidiaries, and affiliates of the issuer.
    (d) With respect to a person owning of record or owning beneficially, if known, 10% or more of the outstanding
shares of any class of equity security of the issuer, the information specified in subdivision (b) other than the
person's occupation.
    (e) With respect to a promoter if the issuer was organized within the previous 3 years, the information or records
specified in subdivision (b), any amount paid to the promoter within that period or intended to be paid to the
promoter, and the consideration for the payment.
    (f) With respect to a person on whose behalf any part of the offering is to be made in a nonissuer distribution, the
person's name and address, the amount of securities of the issuer held by the person as of the date of the filing of
the registration statement, a description of any material interest of the person in any material transaction with the
issuer or any significant subsidiary effected within the previous 3 years or proposed to be effected, and a statement
of the reasons for making the offering.
    (g) The capitalization and long-term debt, on both a current and pro forma basis, of the issuer and any significant
subsidiary, including a description of each security outstanding or being registered or otherwise offered, and a
statement of the amount and kind of consideration, whether in the form of cash, physical assets, services, patents,
goodwill, or anything else of value, for which the issuer or any subsidiary has issued its securities within the
previous 2 years or is obligated to issue its securities.
    (h) The kind and amount of securities to be offered, the proposed offering price or the method by which it is to
be computed, any variation at which a proportion of the offering is to be made to a person or class of persons other
than the underwriters, with a specification of the person or class, the basis upon which the offering is to be made if
otherwise than for cash, the estimated aggregate underwriting and selling discounts or commissions and finders'
fees, including separately cash, securities, contracts, or anything else of value to accrue to the underwriters or
finders in connection with the offering, or, if the selling discounts or commissions are variable, the basis of
determining them and their maximum and minimum amounts, the estimated amounts of other selling expenses,
including legal, engineering, and accounting charges, the name and address of each underwriter and each recipient
of a finder's fee, a copy of any underwriting or selling group agreement under which the distribution is to be made,
or the proposed form of any such agreement whose terms have not yet been determined, and a description of the
plan of distribution of any securities that are to be offered otherwise than through an underwriter.
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    (i) The estimated monetary proceeds to be received by the issuer from the offering, the purposes for which the
proceeds are to be used by the issuer, the estimated amount to be used for each purpose, the order or priority in
which the proceeds will be used for the purposes stated, the amounts of any funds to be raised from other sources
to achieve the purposes stated, the sources of the funds, and, if a part of the proceeds is to be used to acquire
property, including goodwill, otherwise than in the ordinary course of business, the names and addresses of the
vendors, the purchase price, the names of any persons that have received commissions in connection with the
acquisition, and the amounts of the commissions and other expenses in connection with the acquisition, including
the cost of borrowing money to finance the acquisition.
    (j) A description of any stock options or other security options outstanding, or to be created in connection with
the offering, and the amount of those options held or to be held by each person required to be named in subdivision
(b), (d), (e), (f), or (h) and by any person that holds or will hold 10% or more in the aggregate of those options.
    (k) The dates of, parties to, and general effect concisely stated of each managerial or other material contract
made or to be made otherwise than in the ordinary course of business to be performed in whole or in part at or after
the filing of the registration statement or that was made within the previous 2 years, and a copy of the contract.
    (l) A description of any pending litigation, action, or proceeding to which the issuer is a party and that materially
affects its business or assets, including any litigation, action, or proceeding known to be contemplated by
governmental authorities.
    (m) A copy of any prospectus, pamphlet, circular, form letter, advertisement, or other sales literature intended as
of the effective date to be used in connection with the offering and any solicitation of interest used in compliance
with section 202(q)(ii).
    (n) A specimen or copy of the security being registered, unless the security is uncertificated, a copy of the
issuer's articles of incorporation and bylaws, or their substantial equivalents, in effect, and a copy of any indenture
or other instrument covering the security to be registered.
    (o) A signed or conformed copy of an opinion of counsel concerning the legality of the security being registered,
with an English translation if it is in a language other than English, which states whether the security when sold will
be validly issued, fully paid, and nonassessable and, if a debt security, a binding obligation of the issuer.
    (p) A signed or conformed copy of a consent of any accountant, engineer, appraiser, or other person whose
profession gives authority for a statement made by the person, if the person is named as having prepared or certified
a report or valuation, other than an official record, that is public, which is used in connection with the registration
statement.
    (q) A balance sheet of the issuer as of a date within 4 months before the filing of the registration statement, a
statement of income and a statement of cash flows for each of the 3 fiscal years preceding the date of the balance
sheet and for any period between the close of the immediately previous fiscal year and the date of the balance sheet,
or for the period of the issuer's and any predecessor's existence if less than 3 years, and, if any part of the proceeds
of the offering is to be applied to the purchase of a business, the financial statements that would be required if that
business were the registrant.
    (r) Any additional information or records required by rule or order under this act.
    (3) A registration statement under this section becomes effective 30 days, or any shorter period provided by rule
or order under this act, after the date the registration statement or the last amendment other than a price
amendment is filed, if any of the following apply:
    (a) A stop order is not in effect and a proceeding is not pending under section 306.
    (b) The administrator has not issued an order under section 306 delaying effectiveness.
    (c) The applicant or registrant has not requested that effectiveness be delayed.
    (4) The administrator may delay effectiveness once for not more than 90 days if the administrator determines the
registration statement is not complete in all material respects and promptly notifies the applicant or registrant of
that determination. The administrator may also delay effectiveness for a further period of not more than 30 days if
the administrator determines that the delay is necessary or appropriate.
    (5) A rule or order under this act may require as a condition of registration under this section that a prospectus
containing a specified part of the information or record specified in subsection (2) be sent or given to each person
to which an offer is made, before or concurrently with the earliest of any of the following:
    (a) The first offer made in a record to the person otherwise than by means of a public advertisement, by or for
the account of the issuer or another person on whose behalf the offering is being made, or by an underwriter or
broker-dealer that is offering part of an unsold allotment or subscription taken by the person as a participant in the
distribution.
    (b) The confirmation of a sale made by or for the account of the person.
    (c) Payment pursuant to the sale.
    (d) Delivery of the security pursuant to the sale.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.
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451.2305 Registration statement; persons permitted to file; filing fee; information; incorporation by
reference; nonissuer distribution; deposit of security in escrow; impoundment of proceeds; conditions; form
of subscription or sale contract; duration of registration statement; reports; posteffective amendments.

Sec. 305.

    (1) A registration statement may be filed by the issuer, a person on whose behalf the offering is to be made, or a
broker-dealer registered under this act.
    (2) A person filing a registration statement shall pay a filing fee of 1/10 of 1% of the maximum aggregate
offering price at which the registered securities are to be offered in this state, but the fee shall in no case be less
than $100.00 or more than $1,250.00. If an application for registration is withdrawn before the effective date or a
preeffective stop order is issued under section 306, the administrator shall retain a fee of $100.00 if the initial
review has not been commenced, and the full filing fee after review has been commenced.
    (3) A registration statement filed under section 303 or 304 must specify all of the following:
    (a) The amount of securities to be offered in this state.
    (b) The states in which a registration statement or similar record in connection with the offering has been or is to
be filed.
    (c) Any adverse order, judgment, or decree issued in connection with the offering by a state securities regulator,
the securities and exchange commission, or a court.
    (4) A record filed under this act or the predecessor act, within 5 years preceding the filing of a registration
statement, may be incorporated by reference in the registration statement to the extent that the record is currently
accurate.
    (5) In the case of a nonissuer distribution, information or a record shall not be required under subsection (9) or
section 304, unless it is known to the person filing the registration statement or to the person on whose behalf the
distribution is to be made, or unless it can be furnished by those persons without unreasonable effort or expense.
    (6) A rule or order under this act may require as a condition of registration that a security issued within the
previous 5 years, or to be issued to a promoter for a consideration substantially less than the public offering price or
to a person for a consideration other than cash, be deposited in escrow and that the proceeds from the sale of the
registered security in this state be impounded until the issuer receives a specified amount from the sale of the
security either in this state or elsewhere. The conditions of any escrow or impoundment required under this
subsection may be established by rule or order under this act, but the administrator shall not reject a depository
institution solely because of its location in another state.
    (7) A rule or order under this act may require as a condition of registration that a security registered under this
act be sold only on a specified form of subscription or sale contract and that a signed or conformed copy of each
contract be filed under this act or preserved for a period specified by the rule or order, which may not be longer
than 5 years.
    (8) Except while a stop order is in effect under section 306, a registration statement is effective for 1 year after
its effective date, or for a longer period designated in an order under this act during which the security is being
offered or distributed in a nonexempted transaction by or for the account of the issuer or other person on whose
behalf the offering is being made or by an underwriter or broker-dealer that is still offering part of an unsold
allotment or subscription taken as a participant in the distribution. For the purposes of a nonissuer transaction, all
outstanding securities of the same class identified in the registration statement as a security registered under this act
are considered to be registered while the registration statement is effective. If any securities of the same class are
outstanding, a registration statement may not be withdrawn until 1 year after its effective date. A registration
statement may be withdrawn only with the approval of the administrator.
    (9) While a registration statement is effective, a rule or order under this act may require the person that filed the
registration statement to file reports, not more often than quarterly, to keep the information or other record in the
registration statement reasonably current and to disclose the progress of the offering.
    (10) A registration statement may be amended after its effective date. The posteffective amendment becomes
effective when the administrator so orders. If a posteffective amendment is made to increase the number of
securities specified to be offered or sold, the person filing the amendment shall pay a registration fee calculated in
the manner specified in subsection (2). A posteffective amendment relates back to the date of the offering of the
additional securities being registered if the amendment is filed and the additional registration fee is paid within 1
year after the date of the sale.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
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regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2306 Denying, suspending, or revoking effectiveness; stop order; publication of guidelines, rules, or
orders; conditions prohibiting issuance of stop order; summary revocation, denial, postponement, or
suspension of effectiveness; modifying or vacating stop order.

Sec. 306.

    (1) The administrator may issue a stop order denying effectiveness to, or suspending or revoking the
effectiveness of, a registration statement if the administrator finds that the order is in the public interest and that 1
or more of the following apply:
    (a) The registration statement as of its effective date or before the effective date in the case of an order denying
effectiveness, an amendment under section 305(10) as of its effective date, or a report under section 305(9) is
incomplete in a material respect or contains a statement that, in the light of the circumstances under which it was
made, was false or misleading with respect to a material fact.
    (b) This act or a rule adopted or order issued under this act or a condition imposed under this act has been
willfully violated, in connection with the offering, by the person filing the registration statement; by the issuer, a
partner, officer, or director of the issuer or a person having a similar status or performing a similar function; a
promoter of the issuer or a person directly or indirectly controlling or controlled by the issuer; but only if the person
filing the registration statement is directly or indirectly controlled by or acting for the issuer; or by an underwriter.
    (c) The security registered or sought to be registered is the subject of a permanent or temporary injunction of a
court of competent jurisdiction or an administrative stop order or similar order issued under any federal, foreign, or
state law other than this act applicable to the offering, but the administrator shall not institute a proceeding against
an effective registration statement under this paragraph more than 1 year after the date of the order or injunction on
which it is based, and the administrator shall not issue an order under this subdivision on the basis of an order or
injunction issued under the securities act of another state unless the order or injunction was based on conduct that
would constitute, as of the date of the order, a ground for a stop order under this section.
    (d) The issuer's enterprise or method of business includes or would include activities that are unlawful where
performed.
    (e) With respect to a security sought to be registered under section 303, there has been a failure to comply with
the undertaking required by section 303(2)(d).
    (f) The applicant or registrant has not paid the proper filing fee, but the administrator shall void the order if the
deficiency is corrected.
    (g) One or more of the following apply to the offering:
    (i) The offering will work or tend to work a fraud upon purchasers or would so operate.
    (ii) The offering has been or would be made with unreasonable amounts of underwriters' and sellers' discounts,
commissions, or other compensation, promoters' profits or participations, or unreasonable amounts or kinds of
options.
    (iii) The offering is being made on terms that are unfair, unjust, or inequitable.
    (2) To the extent practicable, the administrator by rule or order under this act shall publish guidelines, rules, or
orders that provide notice of conduct that violates subsection (1)(g).
    (3) The administrator shall not institute a stop order proceeding against an effective registration statement on the
basis of conduct or a transaction known to the administrator when the registration statement became effective
unless the proceeding is instituted within 30 days after the registration statement became effective.
    (4) The administrator may summarily revoke, deny, postpone, or suspend the effectiveness of a registration
statement pending final determination of an administrative proceeding. Upon the issuance of the order, the
administrator shall promptly notify each person specified in subsection (5) that the order has been issued, the
reasons for the revocation, denial, postponement, or suspension, and that within 15 days after the receipt of a
request in a record from the person the matter will be scheduled for a hearing. If a hearing is not requested and
none is ordered by the administrator, within 30 days after the date of service of the order, the order becomes final.
If a hearing is requested or ordered, the administrator, after notice of and opportunity for hearing for each person
subject to the order, may modify or vacate the order or extend the order until final determination.
    (5) The administrator shall not issue a stop order under this section until all of the following have occurred:
    (a) Appropriate notice has been given to the applicant or registrant, the issuer, and the person on whose behalf
the securities are to be or have been offered.
    (b) An opportunity for hearing has been given to the applicant or registrant, the issuer, and the person on whose
behalf the securities are to be or have been offered.
    (c) Findings of fact and conclusions of law in a record in accordance with the administrative procedures act of
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1969, 1969 PA 306, MCL 24.201 to 24.328.
    (6) The administrator may modify or vacate a stop order issued under this section if the administrator finds that
the conditions that caused its issuance have changed or that it is necessary or appropriate in the public interest or
for the protection of investors.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2307 Waiver or modification of requirements of MCL 451.2302, 451.2303, and 451.2304(2), or certain
requirements of MCL 451.2305(9).

Sec. 307.

    The administrator may waive or modify, in whole or in part, any or all of the requirements of sections 302, 303,
and 304(2) or the requirement of any information or record in a registration statement or in a periodic report filed
pursuant to section 305(9).

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

ARTICLE 4
BROKER-DEALERS, AGENTS, INVESTMENT ADVISERS, INVESTMENT ADVISER

REPRESENTATIVES, AND FEDERAL COVERED INVESTMENT ADVISERS 

451.2401 Broker-dealer registration; requirements; exemptions; limitation on employment or association;
employment or association with certain individuals prohibited; rule or order.

Sec. 401.

    (1) A person shall not transact business in this state as a broker-dealer unless the person is registered under this
act as a broker-dealer or is exempt from registration as a broker-dealer under subsection (2) or (4).
    (2) The following persons are exempt from the registration requirement of subsection (1):
    (a) A broker-dealer if the broker-dealer does not have a place of business in this state and if the broker-dealer's
only transactions effected in this state are with any of the following:
    (i) The issuer of the securities involved in the transactions.
    (ii) A broker-dealer registered as a broker-dealer under this act or not required to be registered as a broker-
dealer under this act.
    (iii) An institutional investor.
    (iv) A nonaffiliated federal covered investment adviser with investments under management in excess of
$100,000,000.00 acting for the account of others pursuant to discretionary authority in a signed record.
    (v) A bona fide preexisting customer whose principal place of residence is not in this state and the broker-dealer
is registered as a broker-dealer under the securities exchange act of 1934 or not required to be registered under the
securities exchange act of 1934 and is registered under the securities act of the state in which the customer
maintains a principal place of residence.
    (vi) A bona fide preexisting customer whose principal place of residence is in this state but who was not present
in this state when the customer relationship was established, if both of the following are met:
    (A) The broker-dealer is registered under the securities exchange act of 1934 or not required to be registered
under the securities exchange act of 1934 and is registered under the securities laws of the state in which the
customer relationship was established and where the customer had maintained a principal place of residence.
    (B) Within 45 days after the customer's first transaction in this state, the person files an application for
registration as a broker-dealer in this state and a further transaction is not effected more than 75 days after the date
on which the application is filed, or, if earlier, the date on which the administrator notifies the person that the
administrator has denied the application for registration or has stayed the pendency of the application for good
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cause.
    (vii) Not more than 3 customers in this state during the previous 12 months, in addition to those specified in
subparagraphs (i) to (vi) and under subparagraph (viii), if the broker-dealer is registered under the securities
exchange act of 1934 or not required to be registered under the securities exchange act of 1934 and is registered
under the securities act of the state in which the broker-dealer has its principal place of business.
    (viii) Any other person exempted by rule or order under this act.
    (b) A person that deals solely in United States government securities and is supervised as a dealer in government
securities by the board of governors of the federal reserve system, the comptroller of the currency, the federal
deposit insurance corporation, or the office of thrift supervision.
    (c) A person licensed or registered as a mortgage broker, mortgage lender, or mortgage servicer under the
mortgage brokers, lenders, and servicers licensing act, 1987 PA 173, MCL 445.1651 to 445.1684, in the offer or
sale of mortgage loans as defined in section 1a of the mortgage brokers, lenders, and servicers licensing act, 1987
PA 173, MCL 445.1651a.
    (d) A person that is registered as a Michigan investment market under article 4A and that deals in securities
solely in its capacity as a Michigan investment market.
    (3) A broker-dealer, or an issuer engaged in offering, offering to purchase, purchasing, or selling securities in this
state, shall not directly or indirectly employ or associate with an individual to engage in an activity related to
securities transactions in this state if the registration of the individual is suspended or revoked or the individual is
barred from employment or association with a broker-dealer, an issuer, an investment adviser, or a federal covered
investment adviser by an order of the administrator under this act, the securities and exchange commission, a
securities regulator of another state, or a self-regulatory organization. A broker-dealer or issuer does not violate
this subsection if the broker-dealer or issuer did not know and in the exercise of reasonable care could not have
known of the suspension, revocation, or bar. If requested by a broker-dealer or issuer and if good cause is shown,
an order under this act may modify or waive, in whole or in part, the application of the prohibitions of this
subsection.
    (4) A rule or order under this act may permit any of the following:
    (a) A broker-dealer that is registered in Canada or other foreign jurisdiction and that does not have a place of
business in this state to effect transactions in securities with or for, or attempt to effect the purchase or sale of any
securities by, any of the following:
    (i) An individual from Canada or other foreign jurisdiction who is temporarily present in this state and with
whom the broker-dealer had a bona fide customer relationship before the individual entered the United States.
    (ii) An individual from Canada or other foreign jurisdiction who is present in this state and whose transactions
are in a self-directed tax advantaged retirement plan of which the individual is the holder or contributor in that
foreign jurisdiction.
    (iii) An individual who is present in this state, with whom the broker-dealer customer relationship arose while the
individual was temporarily or permanently resident in Canada or the other foreign jurisdiction.
    (b) An agent who represents a broker-dealer that is exempt under this subsection to effect transactions in
securities or attempt to effect the purchase or sale of any securities in this state as permitted for a broker-dealer
described in subdivision (a).

History: 2008, Act 551, Eff. Oct. 1, 2009 ;-- Am. 2014, Act 355, Imd. Eff. Oct. 21, 2014 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.Enacting section 1 of Act
355 of 2014 provides:"Enacting section 1. It is the intent of the legislature by enacting this amendatory act to regulate a class of intrastate
broker-dealers that is exempt under section 15(a)(1) of the securities exchange act of 1934, 15 USC 78o, and that will facilitate intrastate
securities transactions among persons of this state."

451.2402 Agent registration; requirements; exemptions; employment or association; acting as agent for
more than 1 broker-dealer or issuer; exception.

Sec. 402.

    (1) An individual shall not transact business in this state as an agent unless the individual is registered under this
act as an agent or is exempt from registration as an agent under subsection (2).
    (2) Each of the following individuals is exempt from the registration requirement of subsection (1):
    (a) An individual who represents a broker-dealer in effecting transactions in this state limited to those described
in section 15(h)(2) of the securities exchange act of 1934, 15 USC 78o.
    (b) An individual who represents a broker-dealer that is exempt under section 401(2) or (4).
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    (c) An individual who represents an issuer with respect to an offer or sale of the issuer's own securities or those
of the issuer's parent or any of the issuer's subsidiaries, and who is not compensated in connection with the
individual's participation by the payment of commissions or other remuneration based, directly or indirectly, on
transactions in those securities.
    (d) An individual who represents an issuer and who effects transactions in the issuer's securities exempted by
section 202, other than section 202(1)(k) or (n).
    (e) An individual who represents an issuer who effects transactions solely in federal covered securities of the
issuer, but an individual who effects transactions in a federal covered security under section 18(b)(3) or 18(b)(4)(D)
of the securities act of 1933, 15 USC 77r, is not exempt if the individual is compensated in connection with the
agent's participation by the payment of commissions or other remuneration based, directly or indirectly, on
transactions in those securities.
    (f) An individual who represents a broker-dealer registered in this state under section 401(1) or exempt from
registration under section 401(2) in the offer and sale of securities for an account of a nonaffiliated federal covered
investment adviser with investments under management in excess of $100,000,000.00 acting for the account of
others pursuant to discretionary authority in a signed record.
    (g) An individual who represents an issuer in connection with the purchase of the issuer's own securities.
    (h) An individual who represents an issuer and who restricts participation to performing clerical or ministerial
acts.
    (i) An employee of a person licensed or registered under the mortgage brokers, lenders, and servicers licensing
act, 1987 PA 173, MCL 445.1651 to 445.1684, in the offer or sale of mortgage loans as defined in section 1a of
the mortgage brokers, lenders, and servicers licensing act, 1987 PA 173, MCL 445.1651a, when acting as an
employee of the licensed or registered person.
    (j) Any other individual exempted by rule or order under this act.
    (3) The registration of an agent is effective only while the agent is employed by or associated with a broker-
dealer registered under this act or an issuer that is offering, selling, or purchasing its securities in this state.
    (4) A broker-dealer, or an issuer engaged in offering, selling, or purchasing securities in this state, shall not
employ or associate with an agent who transacts business in this state on behalf of broker-dealers or issuers unless
the agent is registered under subsection (1) or exempt from registration under subsection (2).
    (5) An individual shall not act as an agent for more than 1 broker-dealer or more than 1 issuer at a time, unless
the broker-dealers or the issuers for which the agent acts are affiliated by direct or indirect common control or are
authorized by rule or order under this act.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2403 Investment advisor registration; requirements; exemptions; employment or association with
certain individuals prohibited; exception.

Sec. 403.

    (1) A person shall not transact business in this state as an investment adviser unless the person is registered under
this act as an investment adviser or is exempt from registration as an investment adviser under subsection (2).
    (2) The following persons are exempt from the registration requirement of subsection (1):
    (a) A person that does not have a place of business in this state and that is registered under the securities act of
the state in which the person has its principal place of business, if its only clients in this state are any of the
following:
    (i) Federal covered investment advisers, investment advisers registered under this act, or broker-dealers
registered under this act.
    (ii) Institutional investors.
    (iii) Bona fide preexisting clients whose principal places of residence are not in this state, if the investment
adviser is registered under the securities act of the state in which the clients maintain principal places of residence.
    (iv) Any other client exempted by rule or order under this act.
    (b) A person that does not have a place of business in this state if the person has had, during the preceding 12
months and in addition to those described in subdivision (a), not more than 5 clients who are natural persons and
residents of this state.
    (c) A person that does not hold itself out to the general public as an investment adviser and that has had, during
the preceding 12 months and in addition to those described in subdivision (a), not more than 5 clients who are
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natural persons, who are residents of this state, and who are accredited investors as defined in rule 501(a) under the
securities act of 1933, 17 CFR 230.501.
    (d) The person is an investment adviser who is not required to be registered as an investment adviser under the
investment advisers act of 1940 if the investment adviser's only clients in this state are other investment advisers,
federal covered advisers, broker-dealers, or institutional investors.
    (e) Any other person exempted by rule or order under this act.
    (3) An investment adviser shall not, directly or indirectly, employ or associate with an individual to engage in an
activity related to investment advice in this state if the registration of the individual is suspended or revoked, or the
individual is barred from employment or association with an investment adviser, federal covered investment adviser,
or broker-dealer by an order under this act, the securities and exchange commission, a securities regulator of
another state, or a self-regulatory organization, unless the investment adviser did not know, and in the exercise of
reasonable care could not have known, of the suspension, revocation, or bar. If the investment adviser request and
good cause is shown, the administrator, by order, may waive, in whole or in part, the application of the prohibitions
of this subsection.
    (4) An investment adviser shall not employ or associate with an individual required to be registered under this act
as an investment adviser representative who transacts business in this state on behalf of the investment adviser
unless the individual is registered under section 404(1) or is exempt from registration under section 404(2).

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2404 Investment advisor representative; registration; requirements; exemption; employment or
association; transacting business for more than 1 investment adviser; referral fees.

Sec. 404.

    (1) An individual shall not transact business in this state as an investment adviser representative unless the
individual is registered under this act as an investment adviser representative or is exempt from registration as an
investment adviser representative under subsection (2).
    (2) Each of the following individuals is exempt from the registration requirement of subsection (1):
    (a) An individual who is employed by or associated with an investment adviser that is exempt from registration
under section 403(2) or a federal covered investment adviser that is excluded from the notice filing requirements of
section 405.
    (b) Any other individual exempted by rule or order under this act.
    (3) The registration of an investment adviser representative is not effective while the investment adviser
representative is not employed by or associated with an investment adviser registered under this act or a federal
covered investment adviser that has made or is required to make a notice filing under section 405.
    (4) An individual may transact business as an investment adviser representative for more than 1 investment
adviser or federal covered investment adviser unless a rule or order under this act prohibits or limits an individual
from acting as an investment adviser representative for more than 1 investment adviser or federal covered
investment adviser.
    (5) An individual acting as an investment adviser representative shall not, directly or indirectly, conduct business
in this state on behalf of an investment adviser or a federal covered investment adviser if the registration of the
individual as an investment adviser representative is suspended or revoked or the individual is barred from
employment or association with an investment adviser or a federal covered investment adviser by an order under
this act, the securities and exchange commission, a securities regulator of another state, or a self-regulatory
organization. If a federal covered investment adviser requests and good cause is shown, the administrator, by order,
may waive, in whole or in part, the application of the requirements of this subsection.
    (6) An investment adviser registered under this act, a federal covered investment adviser that has filed a notice
under section 405, or a broker-dealer registered under this act is not required to employ or associate with an
individual as an investment adviser representative if the only compensation paid to the individual for a referral of
investment advisory clients is paid to an investment adviser registered under this act, a federal covered investment
adviser who has filed a notice under section 405, or a broker-dealer registered under this act with which the
individual is employed or associated as an investment adviser representative.

History: 2008, Act 551, Eff. Oct. 1, 2009 
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Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2405 Federal covered investment adviser; filing requirements; exceptions; notice; effectiveness of filing.

Sec. 405.

    (1) Except with respect to a federal covered investment adviser described in subsection (2), a federal covered
investment adviser shall not transact business in this state as a federal covered investment adviser unless the federal
covered investment adviser complies with subsection (3).
    (2) The following federal covered investment advisers are not required to comply with subsection (3):
    (a) A federal covered investment adviser without a place of business in this state if its only clients in this state are
any of the following:
    (i) Federal covered investment advisers, investment advisers registered under this act, and broker-dealers
registered under this act.
    (ii) Institutional investors.
    (iii) Bona fide preexisting clients whose principal places of residence are not in this state.
    (iv) Other clients specified by rule or order under this act.
    (b) A federal covered investment adviser that does not have a place of business in this state if the federal covered
investment adviser has had, during the preceding 12 months, not more than 5 clients that are residents of this state
in addition to those specified under subdivision (a).
    (c) Any other person excluded by rule or order under this act.
    (3) A person acting as a federal covered investment adviser, not excluded under subsection (2), shall file a notice,
a consent to service of process complying with section 611, and those records that have been filed with the
securities and exchange commission under the investment advisers act of 1940 that are required by rule or order
under this act and pay the fees specified in section 410(5).
    (4) A notice under subsection (3) is effective on filing.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2406 Registration by broker-dealer, agent, investment adviser, or investment adviser representative;
application; fee; correcting amendment; effectiveness of registration; renewal; other conditions or waivers.

Sec. 406.

    (1) A person shall register as a broker-dealer, agent, investment adviser, or investment adviser representative by
filing an application and a consent to service of process complying with section 611 and paying the fee specified in
section 410 and any reasonable fees charged by the designee of the administrator for processing the filing. Each
application must contain both of the following:
    (a) The information or record required for the filing of a uniform application.
    (b) If requested by the administrator, any other financial or other information or record that the administrator
determines is appropriate.
    (2) If the information or record contained in an application that is filed under subsection (1) is or becomes
inaccurate or incomplete in any material respect, the registrant shall promptly file a correcting amendment.
    (3) If an order is not in effect and no proceeding is pending under section 412, registration becomes effective at
12 noon on the forty-fifth day after a completed application is filed unless the registration is denied. A rule or order
under this act may set an earlier effective date or may defer the effective date until 12 noon on the forty-fifth day
after the filing of any amendment completing the application.
    (4) A registration is effective until 12 midnight on December 31 of the year for which the application for
registration is filed. Unless an order is in effect under section 412, a registration may be automatically renewed each
year by filing the records required by rule or order under this act and paying the fee specified in section 410 and the
costs charged by the designee of the administrator for processing the filings.
    (5) A rule or order under this act may impose other conditions not inconsistent with the national securities
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markets improvement act of 1996, Public Law 104-290, or an order under this act may waive, in whole or in part,
specific requirements in connection with registration if the imposition or waiver is appropriate in the public interest
and for the protection of investors.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2407 Succession or change in registration of broker-dealer or investment adviser; change in
organization, name, or control.

Sec. 407.

    (1) A broker-dealer or investment adviser may succeed to the current registration of another broker-dealer or
investment adviser or a notice filing of a federal covered investment adviser, and a federal covered investment
adviser may succeed to the current registration of an investment adviser or notice filing of another federal covered
investment adviser, by filing as a successor an application for registration under section 401 or 403, or a notice
under section 405, for the unexpired portion of the current registration or notice filing.
    (2) A broker-dealer or investment adviser that changes its form of organization or state of incorporation or
organization may continue its registration by filing an amendment to its registration if the change does not involve a
material change in its financial condition or management. The amendment is effective when filed or on a date
designated by the registrant in the filing. The new organization is a successor to the original registrant for the
purposes of this act. If there is a material change in financial condition or management, the broker-dealer or
investment adviser shall file a new application for registration. Any predecessor registered under this act shall stop
conducting its securities business other than winding down transactions and shall file for withdrawal of broker-
dealer or investment adviser registration within 45 days after filing its amendment to effect succession.
    (3) A broker-dealer or investment adviser that changes its name may continue its registration by filing an
amendment to its registration. The amendment is effective when filed or on a date designated by the registrant.
    (4) A change of control of a broker-dealer or investment adviser may be made in accordance with a rule or order
under this act.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2408 Termination of employment or association of agent and investment adviser representative; notice;
other employment or association; withdrawal of temporary registration; power of administrator to prevent
transfer; cancellation or termination of registration or application; reinstatement.

Sec. 408.

    (1) If an agent registered under this act terminates employment by or association with a broker-dealer or issuer,
or if an investment adviser representative registered under this act terminates employment by or association with an
investment adviser or federal covered investment adviser, or if either registrant terminates activities that require
registration as an agent or investment adviser representative, the broker-dealer, investment adviser, or federal
covered investment adviser shall promptly file a notice of termination. If the registrant learns that the broker-dealer,
issuer, investment adviser, or federal covered investment adviser has not filed the notice, the registrant may file the
notice.
    (2) If an agent registered under this act terminates employment by or association with a broker-dealer registered
under this act and begins employment by or association with another broker-dealer registered under this act; or if an
investment adviser representative registered under this act terminates employment by or association with an
investment adviser registered under this act or a federal covered investment adviser that has filed a notice under
section 405 and begins employment by or association with another investment adviser registered under this act or a
federal covered investment adviser that has filed a notice under section 405, then upon the filing by or on behalf of
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the registrant, within 30 days after the termination, of an application for registration that complies with the
requirement of section 406(1) and payment of the filing fee required under section 410, 1 of the following applies
to the registration of the agent or investment adviser representative:
    (a) If the agent's central registration depository record or successor record or the investment adviser
representative's investment adviser registration depository record or successor record does not contain a new or
amended disciplinary disclosure within the previous 12 months, the registration is immediately effective as of the
date of the completed filing.
    (b) If the agent's central registration depository record or the investment adviser representative's investment
adviser registration depository record contains a new or amended disciplinary disclosure within the preceding 12
months, the registration is temporarily effective as of the date of the completed filing.
    (3) If there are or were grounds for discipline under section 412, the administrator may withdraw a temporary
registration within 30 days after the application is filed. If the administrator does not withdraw the temporary
registration within the 30-day period, registration becomes automatically effective on the thirty-first day after filing.
    (4) The administrator may prevent the effectiveness of a transfer of an agent or investment adviser representative
under subsection (2)(a) or (b) based on the public interest and the protection of investors.
    (5) If the administrator determines that a registrant or applicant for registration is no longer in existence, has
ceased to act as a broker-dealer, agent, investment adviser, or investment adviser representative, is the subject of an
adjudication of incapacity, is subject to the control of a committee, conservator, or guardian, or cannot reasonably
be located, a rule or order under this act may require the registration be canceled or terminated or the application
denied. The administrator may reinstate a canceled or terminated registration, with or without hearing, and may
make the registration retroactive.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2409 Withdrawal of registration by broker-dealer, agent, investment adviser, or investment adviser
representative.

Sec. 409.

    Withdrawal of registration by a broker-dealer, agent, investment adviser, or investment adviser representative is
effective 60 days after an application to withdraw is filed or within a shorter period as provided by rule or order
under this act, unless a revocation or suspension proceeding is pending when the application is filed. If a proceeding
is pending, withdrawal is effective when and on conditions required by rule or order under this act. The
administrator may institute a revocation or suspension proceeding under section 412 within 1 year after the
withdrawal became effective automatically and issue a revocation or suspension order as of the last date on which
registration was effective if a proceeding is not pending.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2410 Filing fees.

Sec. 410.

    (1) Before October 1, 2027, a person shall pay a fee of $300.00 when initially filing an application for
registration as a broker-dealer and a fee of $300.00 when filing a renewal of registration as a broker-dealer. After
September 30, 2027, a person shall pay a fee of $250.00 when initially filing an application for registration as a
broker-dealer and a fee of $250.00 when filing a renewal of registration as a broker-dealer. If the filing results in a
denial or withdrawal, the administrator shall retain all of the filing fee.
    (2) Before October 1, 2027, an individual shall pay a fee of $65.00 when filing an application for registration as
an agent, a fee of $65.00 when filing a renewal of registration as an agent, and a fee of $65.00 when filing for a
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change of registration as an agent. After September 30, 2027, an individual shall pay a fee of $30.00 when filing an
application for registration as an agent, a fee of $30.00 when filing a renewal of registration as an agent, and a fee
of $30.00 when filing for a change of registration as an agent. If the filing results in a denial or withdrawal, the
administrator shall retain all of the filing fee.
    (3) Before October 1, 2027, a person shall pay a fee of $200.00 when filing an application for registration as an
investment adviser and a fee of $200.00 when filing a renewal of registration as an investment adviser. After
September 30, 2027, a person shall pay a fee of $150.00 when filing an application for registration as an investment
adviser and a fee of $150.00 when filing a renewal of registration as an investment adviser. If the filing results in a
denial or withdrawal, the administrator shall retain all of the filing fee.
    (4) Before October 1, 2027, an individual shall pay a fee of $65.00 when filing an application for registration as
an investment adviser representative, a fee of $65.00 when filing a renewal of registration as an investment adviser
representative, and a fee of $65.00 when filing a change of registration as an investment adviser representative.
After September 30, 2027, an individual shall pay a fee of $30.00 when filing an application for registration as an
investment adviser representative, a fee of $30.00 when filing a renewal of registration as an investment adviser
representative, and a fee of $30.00 when filing a change of registration as an investment adviser representative. If
the filing results in a denial or withdrawal, the administrator shall retain all of the filing fee.
    (5) Before October 1, 2027, a federal covered investment adviser required to file a notice under section 405 shall
pay an initial and annual notice fee of $200.00. After September 30, 2027, a federal covered investment adviser
required to file a notice under section 405 shall pay an initial and annual notice fee of $150.00.
    (6) A person that is required to pay a filing or notice fee under this section may transmit the fee through or to a
designee as a rule or order requires under this act.
    (7) An investment adviser representative who is registered as an agent under section 402 and who represents a
person that is both registered as a broker-dealer under section 401 and registered as an investment adviser under
section 403 or required as a federal covered investment adviser to make a notice filing under section 405 is not
required to pay an initial or annual registration fee for registration as an investment adviser representative.
    

History: 2008, Act 551, Eff. Oct. 1, 2009 ;-- Am. 2012, Act 307, Imd. Eff. Oct. 1, 2012 ;-- Am. 2015, Act 67, Eff. Oct. 1, 2015 ;-- Am.
2019, Act 73, Imd. Eff. Sept. 30, 2019 ;-- Am. 2023, Act 132, Imd. Eff. Sept. 29, 2023 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2411 Financial requirements; reports; records; audits or inspections; custody and discretionary
authority bond or insurance; furnishing information to clients; continuing education.

Sec. 411.

    (1) Subject to section 15(h) of the securities act of 1934, 15 USC 78o, or section 222 of the investment advisers
act of 1940, 15 USC 80b-18a, a rule or order under this act may establish minimum financial requirements for
broker-dealers registered or required to be registered under this act and investment advisers registered or required
to be registered under this act.
    (2) Subject to section 15(h) of the securities exchange act of 1934, 15 USC 78o, or section 222(b) of the
investment advisers act of 1940, 15 USC 80b-18a, a broker-dealer registered or required to be registered under this
act and an investment adviser registered or required to be registered under this act shall file financial reports
required by rule or order under this act. If the information contained in a record filed under this subsection is or
becomes inaccurate or incomplete in any material respect, the registrant shall promptly file a correcting amendment.
    (3) Subject to section 15(h) of the securities exchange act of 1934, 15 USC 78o, or section 222 of the
investment advisers act of 1940, 15 USC 80b-18a, a broker-dealer registered or required to be registered under this
act and an investment adviser registered or required to be registered under this act shall make and maintain the
accounts, correspondence, memoranda, papers, books, and other records required by rule or order of the
administrator. The records required to be maintained under this subsection shall be maintained as follows:
    (a) Broker-dealer records may be maintained in any form of data storage acceptable under section 17(a) of the
securities exchange act of 1934, 15 USC 78q, if they are readily accessible to the administrator.
    (b) Investment adviser records may be maintained in any form of data storage required by rule or order under
this act.
    (4) The records of a broker-dealer registered or required to be registered under this act and of an investment
adviser registered or required to be registered under this act are subject to reasonable periodic, special, or other
audits or inspections by a representative of the administrator, in or outside of this state, as the administrator
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considers necessary or appropriate in the public interest and for the protection of investors. An audit or inspection
may be made at any time and without prior notice. The administrator may copy and remove for audit or inspection
copies of all records the administrator reasonably considers necessary or appropriate to conduct the audit or
inspection. The administrator may assess a reasonable charge for conducting an audit or inspection under this
subsection.
    (5) Subject to section 15(h) of the securities exchange act of 1934, 15 USC 78o, or section 222 of the
investment advisers act of 1940, 15 USC 80b-18a, a rule or order under this act may require a broker-dealer and
investment adviser that has custody of or discretionary authority over funds or securities of a client to obtain
insurance or post a bond or other satisfactory form of security in an amount established by the administrator by rule
or order. The administrator may determine the requirements of the insurance, bond, or other satisfactory form of
security. Insurance or a bond or other satisfactory form of security shall not be required of a broker-dealer
registered under this act whose net capital exceeds, or of an investment adviser registered under this act whose
minimum financial requirements exceed, the amounts required by rule or order under this act. The insurance, bond,
or other satisfactory form of security must permit an action by a person to enforce any liability on the insurance,
bond, or other satisfactory form of security if commenced within the time limitations in section 509(10)(b).
    (6) Subject to section 15(h) of the securities exchange act of 1934, 15 USC 78o, or section 222 of the
investment advisers act of 1940, 15 USC 80b-18a, an agent shall not have custody of funds or securities of a
customer except under the supervision of a broker-dealer and an investment adviser representative shall not have
custody of funds or securities of a client except under the supervision of an investment adviser or federal covered
investment adviser. A rule or order under this act may prohibit, limit, or impose conditions on the custody of funds
or securities of a customer by a broker-dealer and on the custody of securities or funds of a client by an investment
adviser.
    (7) With respect to an investment adviser registered or required to be registered under this act, a rule or order
under this act may require that information or other record be furnished or disseminated to clients or prospective
clients in this state as necessary or appropriate in the public interest and for the protection of investors and advisory
clients.
    (8) A rule or order under this act may require an individual registered under section 402 or 404 to participate in a
continuing education program approved by the securities and exchange commission and administered by a self-
regulatory organization or, in the absence of such a program, a rule or order under this act may require continuing
education for an individual registered under section 404.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2412 Denial, revocation, suspension, withdrawal, restriction, condition, or limitation of registration;
discipline; examination; summary actions; liability of control person; limitation on proceeding.

Sec. 412.

    (1) If the administrator finds that the order is in the public interest and subsection (4) authorizes the action, an
order under this act may deny an application or condition or limit registration of an applicant to be a broker-dealer,
agent, investment adviser, or investment adviser representative and, if the applicant is a broker-dealer or investment
adviser, of a partner, officer, or director, or a person having a similar status or performing similar functions, or any
person directly or indirectly in control of the broker-dealer or investment adviser.
    (2) If the administrator finds that the order is in the public interest and subsection (4) authorizes the action, an
order under this act may revoke, suspend, condition, or limit the registration of a registrant and if the registrant is a
broker-dealer or investment adviser, of a partner, officer, or director, or a person having a similar status or
performing similar functions, or a person directly or indirectly in control of the broker-dealer or investment adviser.
However, the administrator may not do any of the following:
    (a) Institute a revocation or suspension proceeding under this subsection based on an order issued under a law of
another state that is reported to the administrator or a designee of the administrator more than 1 year after the date
of the order on which it is based.
    (b) Under subsection (4)(e)(i) or (ii), issue an order on the basis of an order issued under the securities act of
another state unless the other order was based on conduct for which subsection (4) would authorize the action had
the conduct occurred in this state.
    (3) If the administrator finds that the order is in the public interest and subsection (4)(a) to (f), (i) to (j), or (l) to
(n) authorizes the action, an order under this act may censure, impose a bar, or impose a civil fine in an amount not
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to exceed a maximum of $10,000.00 for a single violation or $500,000.00 for more than 1 violation on a registrant
and, if the registrant is a broker-dealer or investment adviser, on a partner, officer, or director, a person having a
similar status or performing similar functions, or a person directly or indirectly in control of the broker-dealer or
investment adviser.
    (4) A person may be disciplined under subsections (1) to (3) if any of the following apply to the person:
    (a) The person filed an application for registration in this state under this act or the predecessor act within the
previous 10 years, which, as of the effective date of registration or as of any date after filing in the case of an order
denying effectiveness, was incomplete in any material respect or contained a statement that, in light of the
circumstances under which it was made, was false or misleading with respect to a material fact.
    (b) The person willfully violated or willfully failed to comply with this act or the predecessor act or a rule
adopted or order issued under this act or the predecessor act within the previous 10 years.
    (c) The person was convicted of any felony or within the previous 10 years was convicted of a misdemeanor
involving a security, a commodity futures or option contract, or an aspect of a business involving securities,
commodities, investments, franchises, insurance, banking, or finance.
    (d) The person is enjoined or restrained by a court of competent jurisdiction in an action instituted by the
administrator under this act or the predecessor act, a state, the securities and exchange commission, or the United
States from engaging in or continuing an act, practice, or course of business involving an aspect of a business
involving securities, commodities, investments, franchises, insurance, banking, or finance.
    (e) The person is the subject of an order, issued after notice and opportunity for hearing by any of the following:
    (i) The securities or other financial services regulator of a state, or the securities and exchange commission or
other federal agency denying, revoking, barring, or suspending registration as a broker-dealer, agent, investment
adviser, federal covered investment adviser, or investment adviser representative.
    (ii) The securities regulator of a state or the securities and exchange commission against a broker-dealer, agent,
investment adviser, investment adviser representative, or federal covered investment adviser.
    (iii) The securities and exchange commission or a self-regulatory organization suspending or expelling the
registrant from membership in a self-regulatory organization.
    (iv) A court adjudicating a United States postal service fraud.
    (v) The insurance regulator of a state denying, suspending, or revoking the license or registration of an insurance
agent.
    (vi) A depository institution or financial services regulator suspending or barring the person from the depository
institution or other financial services business.
    (f) The person is the subject of an adjudication or determination, after notice and opportunity for hearing, by the
securities and exchange commission, the commodity futures trading commission, the federal trade commission, a
federal depository institution regulator, or a depository institution, insurance, or other financial services regulator of
a state that the person willfully violated the securities act of 1933, the securities exchange act of 1934, the
investment advisers act of 1940, the investment company act of 1940, or the commodity exchange act, the
securities or commodities law of a state, or a federal or state law under which a business involving investments,
franchises, insurance, banking, or finance is regulated.
    (g) The person is insolvent, either because the person's liabilities exceed the person's assets or because the person
cannot meet the person's obligations as they mature. The administrator shall not enter an order against an applicant
or registrant under this subdivision without a finding of insolvency as to the applicant or registrant.
    (h) The person refuses to allow or otherwise impedes the administrator from conducting an audit or inspection
under section 411(4) or refuses access to a registrant's office to conduct an audit or inspection under section
411(4).
    (i) The person has failed to reasonably supervise an agent, investment adviser representative, or other individual,
if the agent, investment adviser representative, or other individual was subject to the person's supervision and
committed a violation of this act or the predecessor act or a rule adopted or order issued under this act or the
predecessor act within the previous 10 years.
    (j) The person has not paid the proper filing fee within 30 days after having been notified by the administrator of
a deficiency. The administrator shall vacate an order under this paragraph when the deficiency is corrected.
    (k) After notice and opportunity for a hearing, 1 or more of the following have occurred within the previous 10
years:
    (i) A court of competent jurisdiction has found the person to have willfully violated the laws of a foreign
jurisdiction under which the business of securities, commodities, investment, franchises, insurance, banking, or
finance is regulated.
    (ii) The person was found to have been the subject of an order of a securities regulator of a foreign jurisdiction
denying, revoking, or suspending the right to engage in the business of securities as a broker-dealer, agent,
investment adviser, investment adviser representative, or similar person.
    (iii) The person was found to have been suspended or expelled from membership by or participation in a
securities exchange or securities association operating under the securities laws of a foreign jurisdiction.
    (l) The person is the subject of a cease and desist order issued by the securities and exchange commission or
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issued under the securities, commodities, investment, franchise, banking, finance, or insurance laws of a state.
    (m) The person has engaged in dishonest or unethical practices in the securities, commodities, investment,
franchise, banking, finance, or insurance business within the previous 10 years.
    (n) The person is not qualified on the basis of factors such as training, experience, and knowledge of the
securities business. If an application is made by an agent for a broker-dealer that is a member of a self-regulatory
organization or by an individual for registration as an investment adviser representative, a denial order shall not be
based on this subdivision if the individual has successfully completed all examinations required by subsection (5).
The administrator may require an applicant for registration under section 402 or 404 who has not been registered in
a state within the 2 years preceding the filing of an application in this state to successfully complete an examination.
    (5) A rule or order under this act may require that an examination, including an examination developed or
approved by an organization of securities regulators, be successfully completed by a class of individuals or all
individuals. An order under this act may waive an examination as to an individual and a rule under this act may
waive an examination as to a class of individuals if the administrator determines that the examination is not
necessary or appropriate in the public interest and for the protection of investors.
    (6) The administrator may suspend or deny an application summarily, restrict, condition, limit, or suspend a
registration, or censure, bar, or impose a civil fine on a registrant pending final determination of an administrative
proceeding. On the issuance of the order, the administrator shall promptly notify each person subject to the order
that the order has been issued, the reasons for the action, and that, within 15 days after the receipt of a request in a
record from the person, the matter will be scheduled for a hearing. If a hearing is not requested by a person subject
to the order or is not ordered by the administrator within 30 days after the date of service of the order, the order is
final. If a hearing is requested or ordered, the administrator, after notice of and opportunity for hearing to each
person subject to the order, may modify or vacate the order or extend the order until final determination.
    (7) Except under subsection (6), an order shall not be issued under this section unless all of the following have
occurred:
    (a) Appropriate notice has been given to the applicant or registrant.
    (b) Opportunity for hearing has been given to the applicant or registrant.
    (c) Findings of fact and conclusions of law have been made on the record pursuant to the administrative
procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328.
    (8) A person who controls, directly or indirectly, a person not in compliance with this section may be disciplined
by order of the administrator under subsections (1) to (3) to the same extent as the noncomplying person, unless
the controlling person did not know, and in the exercise of reasonable care could not have known, of the existence
of conduct that is a basis for discipline under this section.
    (9) The administrator shall not institute a proceeding under subsection (1), (2), or (3) solely based on material
facts actually known by the administrator unless an investigation or the proceeding is instituted within 1 year after
the administrator actually knew the material facts.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2413 Broker-dealer acting as finder; prohibited conduct.

Sec. 413.

    A broker-dealer acting as a finder shall not do any of the following:
    (a) Take possession of funds or securities in connection with the transaction for which payment is made for
services as a finder.
    (b) Fail to disclose clearly and conspicuously in writing to all persons involved in the transaction as a result of the
broker-dealer's finding activities before the sale or purchase that the person is acting as a finder, any payment for
services as a finder, the method and amount of payment, and any beneficial interest, direct or indirect, of the
broker-dealer, or a member of the broker-dealer's immediate family if the broker-dealer is an individual, in the issue
of the securities that are the subject of services as a finder.
    (c) Participate in the offer, purchase, or sale of a security in violation of section 301. However, if the broker-
dealer makes a reasonable effort to ascertain if a registration has been effected or an exemption order granted in
this state or to ascertain the basis for an exemption claim and does not have knowledge that the proposed
transaction would violate section 301, the broker-dealer's activities as a finder do not violate section 301.
    (d) Participate in the offer, purchase, or sale of a security without obtaining information relative to the risks of
the transaction, the direct or indirect compensation to be received by promoters, partners, officers, directors, or
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their affiliates, the financial condition of the issuer, and the use of proceeds to be received from investors, or fail to
read any offering materials obtained. This section does not require independent investigation or alteration of
offering materials furnished to the broker-dealer.
    (e) Fail to inform or otherwise ensure disclosure to all persons involved in the transaction as a result of the
broker-dealer's finding activities of any material information which the broker-dealer knows, or in the exercise of
reasonable care should know based on the information furnished to the broker-dealer, is material in making an
investment decision, until conclusion of the transaction.
    (f) Locate, introduce, or refer persons that the broker-dealer knows, or after a reasonable inquiry should know,
are not suitable investors by reason of their financial condition, age, experience, or need to diversify investments.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

ARTICLE 4A
MICHIGAN INVESTMENT MARKETS 

451.2451 Definitions.

Sec. 451.

    As used in this article:
    (a) "Intrastate offering exemption" means the exemption described in section 202a or any other exemption from
federal securities regulation under 15 USC 77c(a)(11) and SEC rule 147, 17 CFR 230.147, 15 USC 77e and SEC
rule 147A, 17 CFR 230.147A.
    (b) "Michigan investment market" means a person that is a broker-dealer, is exempt from federal registration
under section 15(a)(1) of the securities exchange act of 1934, 15 USC 78o, and provides a market or exchange at
which transactions in securities that are sold or offered for sale in this state under an intrastate offering exemption
take place. As used in this subdivision, "market or exchange" includes an online market or exchange or any other
market or exchange operated through a web portal.
    (c) "Online" means functioning on or over the internet.
    (d) "Personal identifying information" means any information used to locate or accurately categorize an
individual, household, or business.
    (e) "Resident of this state" means 1 of the following, as applicable:
    (i) If a person is an individual, his or her principal residence is located in this state.
    (ii) If a person is a business that is a general partnership or other form of organization that is not incorporated or
organized under the laws of this state, that person's principal office is located in this state.
    (iii) If the person is a business that is a corporation, limited liability company, limited partnership, trust, or other
form of legal entity that is incorporated or organized under state law, that person is incorporated or organized
under the laws of this state.
    (f) "Service" means to include securities issued by a person in or on a market or exchange for sale or to assist in
facilitating securities transactions in or on a market or exchange.
    (g) "Web portal" means an online entity through which persons are able to effect transactions in securities.

History: Add. 2014, Act 355, Imd. Eff. Oct. 21, 2014 ;-- Am. 2017, Act 141, Imd. Eff. Oct. 30, 2017 
Compiler's Notes: Enacting section 1 of Act 355 of 2014 provides:"Enacting section 1. It is the intent of the legislature by enacting this
amendatory act to regulate a class of intrastate broker-dealers that is exempt under section 15(a)(1) of the securities exchange act of 1934, 15
USC 78o, and that will facilitate intrastate securities transactions among persons of this state."

451.2453 Transaction of business as Michigan investment market; registration required.

Sec. 453.

    Beginning May 1, 2015, a person shall not transact business in this state as a Michigan investment market unless
the person is registered under this article as a Michigan investment market.
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History: Add. 2014, Act 355, Imd. Eff. Oct. 21, 2014 ;-- Am. 2014, Act 415, Imd. Eff. Dec. 30, 2014 
Compiler's Notes: Enacting section 1 of Act 355 of 2014 provides:"Enacting section 1. It is the intent of the legislature by enacting this
amendatory act to regulate a class of intrastate broker-dealers that is exempt under section 15(a)(1) of the securities exchange act of 1934, 15
USC 78o, and that will facilitate intrastate securities transactions among persons of this state."Enacting section 1 of Act 415 of 2014
provides:"Enacting section 1. By enactment of this amendatory act, it is the intent of the legislature to delay implementation of the
requirements of article 4A of the uniform securities act (2002), 2008 PA 551, MCL 451.2451 to 451.2469, concerning Michigan investment
markets, until May 1, 2015."

451.2455 Michigan investment market; registration requirements.

Sec. 455.

    (1) A person shall register as a Michigan investment market by filing a written application, filing a consent to
service of process that complies with section 611, and paying the fee specified in section 457. Subject to section
461, if a person complies with this article and demonstrates by clear and convincing evidence that the person meets
the requirements for registration under this article, the administrator shall register that person as a Michigan
investment market. If a person fails to provide clear and convincing evidence that the person meets the
requirements for registration, the registration of the person shall remain at the discretion of the administrator.
    (2) An application for registration as a Michigan investment market must contain all of the following:
    (a) The names, mailing addresses, and telephone numbers of all individuals who serve as executive officers of the
Michigan investment market or who are direct or indirect owners of at least a 10% ownership interest in the
Michigan investment market.
    (b) The uniform resource locator (URL), if applicable, used primarily by the Michigan investment market to
effect transactions online.
    (c) Any other information requested by the administrator as necessary to make a determination regarding
registration of the Michigan investment market under section 461.
    (3) If the information contained in an application that is filed under subsection (1) is or becomes inaccurate or
incomplete in any material respect, the registrant shall promptly file a correcting amendment.
    (4) A registration is effective until 12 midnight on December 31 of the year for which the application for
registration is filed.

History: Add. 2014, Act 355, Imd. Eff. Oct. 21, 2014 
Compiler's Notes: Enacting section 1 of Act 355 of 2014 provides:"Enacting section 1. It is the intent of the legislature by enacting this
amendatory act to regulate a class of intrastate broker-dealers that is exempt under section 15(a)(1) of the securities exchange act of 1934, 15
USC 78o, and that will facilitate intrastate securities transactions among persons of this state."

451.2457 Filing fees.

Sec. 457.

    (1) A person shall pay a fee of $500.00 when initially filing an application for registration as a Michigan
investment market and a fee of $250.00 when filing a renewal of registration as a Michigan investment market.
    (2) If an initial or renewal registration application is denied or withdrawn, the administrator shall retain all of the
filing fee for that application.

History: Add. 2014, Act 355, Imd. Eff. Oct. 21, 2014 
Compiler's Notes: Enacting section 1 of Act 355 of 2014 provides:"Enacting section 1. It is the intent of the legislature by enacting this
amendatory act to regulate a class of intrastate broker-dealers that is exempt under section 15(a)(1) of the securities exchange act of 1934, 15
USC 78o, and that will facilitate intrastate securities transactions among persons of this state."

451.2459 Records; examination or inspection; report.
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Sec. 459.

    (1) A Michigan investment market that is registered or is required to register under this article must make a
written or electronic record of each transaction conducted between users through the Michigan investment market,
maintain that record for at least 7 years after the date of the transaction, and provide a written or electronic copy of
the record for a particular transaction to each user involved in that transaction.
    (2) In addition to the records described in subsection (1), a Michigan investment market that is registered or is
required to register under this article shall make and maintain the accounts, correspondence, memoranda, papers,
books, and other records required by rule or order of the administrator and shall maintain those records in a form of
data storage established by the administrator by rule or order.
    (3) The records of a Michigan investment market that is registered or is required to register under this article are
subject to reasonable periodic, special, or other examinations or inspections by a representative of the
administrator, in or outside of this state, as the administrator considers necessary or appropriate in the public
interest and for the protection of investors. An examination or inspection may be made at any time and without
prior notice. The administrator may reasonably request paper or electronic copies and remove for examination or
inspection copies of all records the administrator reasonably considers necessary or appropriate to conduct the
examination or inspection. The administrator may assess a reasonable charge for conducting an examination or
inspection under this subsection.
    (4) In January of each year, the Michigan investment market must file a report with the administrator that
includes a record of each transaction the Michigan investment market effected in the preceding calendar year.

History: Add. 2014, Act 355, Imd. Eff. Oct. 21, 2014 
Compiler's Notes: Enacting section 1 of Act 355 of 2014 provides:"Enacting section 1. It is the intent of the legislature by enacting this
amendatory act to regulate a class of intrastate broker-dealers that is exempt under section 15(a)(1) of the securities exchange act of 1934, 15
USC 78o, and that will facilitate intrastate securities transactions among persons of this state."

451.2461 Registration application; notice of filing; duties of administrator; factors to be considered; order;
sanctions; discipline; proceeding.

Sec. 461.

    (1) When the administrator receives an application for registration as a Michigan investment market, the
administrator shall publish notice of the filing on a website managed by the administrator, where interested persons
are provided an opportunity to submit written information concerning the application. Within 60 days after the date
of publication of the notice, or within any longer period to which the administrator and applicant agree, the
administrator shall do 1 of the following:
    (a) If the administrator finds that the requirements of this article and rules promulgated under this article are
satisfied, issue an order granting registration.
    (b) If subdivision (a) is not met, issue an order denying registration, or granting a conditional or limited
registration.
    (2) In considering an application for registration for purposes of subsection (1), the administrator shall consider
all of the following:
    (a) Whether the Michigan investment market has the capacity to facilitate the transactions contemplated in this
article and complies with the provisions of this article, the rules and orders of the administrator under this article,
and the rules established by the Michigan investment market.
    (b) Whether the rules established by the Michigan investment market provide for the equitable allocation of
reasonable dues, fees, and other charges among its issuers and other persons using its facilities.
    (c) Whether the structure established by the Michigan investment market is designed to protect against fraud and
manipulative behavior; is, in general, designed to protect investors and the public interest by not attempting to
regulate or administer actions, practices, or persons that are not placed under the purview of the Michigan
investment market by this article; and ensures that the operations of the Michigan investment market do not foster
unfair discrimination between users, issuers, or other persons that interact with the Michigan investment market.
    (d) Whether the rules established by the Michigan investment market provide for appropriate discipline of users
and persons associated with its users for a violation of the provisions of this article, the rules and orders of the
administrator under this article, or the rules established by the Michigan investment market.
    (e) Whether the rules established by the Michigan investment market impose any burden on competition or
obstruction to a liquid intrastate securities market that is not necessary or appropriate to further the purposes of this
article.
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    (3) If the administrator finds that the order is in the public interest and subsection (4) authorizes the action, the
administrator may issue an order to revoke, suspend, condition, or limit the registration of a registrant or censure,
impose a bar, or impose a civil fine in an amount that does not exceed $10,000.00 for a single violation of this act
or rules promulgated under this act, or $500,000.00 for multiple violations, on a registrant or other person.
    (4) The administrator may impose a sanction described in subsection (3) if any of the following apply to the
Michigan investment market or other person that is the subject of the administrator's order:
    (a) The person filed an application for registration in this state under this act within the previous 5 years, that, as
of the effective date of registration or as of any date after filing in the case of an order denying effectiveness, was
incomplete in any material respect or contained a statement that, in light of the circumstances under which it was
made, was false or misleading with respect to a material fact.
    (b) The person willfully violated or willfully failed to comply with this act, or a rule or order issued by the
administrator under this act, within the previous 10 years.
    (c) The person was convicted of any felony or within the previous 10 years was convicted of a misdemeanor
involving a security, a commodity futures or option contract, or an aspect of a business involving securities,
commodities, investments, franchises, insurance, banking, or finance.
    (d) The person is enjoined or restrained by a court of competent jurisdiction in an action instituted by the
administrator under this act, a state, the securities and exchange commission, or the United States from engaging in
or continuing an act, practice, or course of business involving an aspect of a business involving securities,
commodities, investments, franchises, insurance, banking, or finance.
    (e) The person is the subject of an order, issued after notice and opportunity for hearing by any of the following:
    (i) The securities or other financial services regulator of a state, or the securities and exchange commission or
other federal agency denying, revoking, barring, or suspending registration as a broker-dealer, agent, investment
adviser, federal covered investment adviser, or investment adviser representative.
    (ii) The securities regulator of a state or the securities and exchange commission against a broker-dealer, agent,
investment adviser, investment adviser representative, or federal covered investment adviser.
    (iii) The securities and exchange commission or a self-regulatory organization suspending or expelling the
registrant from membership in a self-regulatory organization.
    (iv) A court adjudicating a United States postal service fraud.
    (v) The insurance regulator of a state denying, suspending, or revoking the license or registration of an insurance
agent.
    (vi) A depository institution or financial services regulator suspending or barring the person from the depository
institution or other financial services business.
    (f) The person is the subject of an adjudication or determination, after notice and opportunity for hearing, by the
securities and exchange commission, the commodity futures trading commission, the federal trade commission, a
federal depository institution regulator, or a depository institution, insurance, or other financial services regulator of
a state that the person willfully violated the securities act of 1933, the securities exchange act of 1934, the
investment advisers act of 1940, the investment company act of 1940, or the commodity exchange act, the
securities or commodities law of a state, or a federal or state law under which a business involving investments,
franchises, insurance, banking, or finance is regulated.
    (g) The person is insolvent, either because the person's liabilities exceed the person's assets or because the person
cannot meet the person's obligations as they mature. The administrator shall not enter an order against an applicant
or registrant under this subdivision without a finding of insolvency as to the applicant or registrant.
    (h) The person refuses to allow or otherwise impedes the administrator from conducting an examination or
inspection under section 459(3) or refuses access to a registrant's office to conduct an examination or inspection
under section 459(3).
    (i) The person has failed to reasonably supervise an employee or other individual if he or she was subject to the
person's supervision and committed a violation of this act, or a rule or order of the administrator under this act,
within the previous 5 years.
    (j) The person has not paid a proper filing fee within 30 days after having been notified by the administrator of a
deficiency. The administrator shall vacate an order under this subdivision if the deficiency is corrected.
    (k) After notice and opportunity for a hearing, 1 or more of the following have occurred within the previous 10
years:
    (i) A court of competent jurisdiction has found the person to have willfully violated the laws of a foreign
jurisdiction under which the business of securities, commodities, investment, franchises, insurance, banking, or
finance is regulated.
    (ii) The person was found to have been the subject of an order of a securities regulator of a foreign jurisdiction
denying, revoking, or suspending the right to engage in the business of securities as a broker-dealer, agent,
investment adviser, investment adviser representative, or similar person.
    (iii) The person was found to have been suspended or expelled from membership by or participation in a self-
regulatory organization operating under the securities laws of a foreign jurisdiction.
    (l) The person is the subject of a cease and desist order issued by the securities and exchange commission or
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issued under the securities, commodities, investment, franchise, banking, finance, or insurance laws of a state.
    (m) The person has engaged in dishonest or unethical practices in the securities, commodities, investment,
franchise, banking, finance, or insurance business within the previous 10 years.
    (n) The person is not qualified on the basis of factors such as training, experience, and knowledge of the
securities business, as indicated by evidence presented at a hearing conducted for the purpose of reviewing the
applicant's qualifications for registration.
    (5) The administrator may suspend or deny an application summarily, may restrict, condition, limit, or suspend a
registration, or censure, bar, or may impose a civil fine on a registrant, pending final determination of an
administrative proceeding. When an order under this subsection is issued, the administrator shall promptly notify
each person that is subject to the order that the order has been issued, the reasons for the action, and that, within 15
days after the receipt of a request in a record from the person, the matter will be scheduled for a hearing. If a
hearing is not requested by a person that is subject to the order or is not ordered by the administrator within 30
days after the date of service of the order, the order is final. If a hearing is requested or ordered, the administrator,
after notice of and opportunity for hearing to each person subject to the order, may modify or vacate the order or
extend the order until final determination.
    (6) Except under subsection (5), the administrator shall not issue an order under this section unless the
administrator has met all of the following:
    (a) Given appropriate notice to the applicant or registrant.
    (b) Provided an opportunity for hearing to the applicant or registrant.
    (c) Made findings of fact and conclusions of law on the record pursuant to the administrative procedures act of
1969, 1969 PA 306, MCL 24.201 to 24.328.
    (7) The administrator by order may discipline a person that controls, directly or indirectly, a person that is not in
compliance with this section to the same extent as the noncomplying person, unless the controlling person did not
know, and in the exercise of reasonable care could not have known, of the existence of conduct that is a basis for
discipline under this section.
    (8) The administrator shall not institute a proceeding under subsection (3) solely based on material facts actually
known by the administrator unless an investigation or the proceeding is instituted within 1 year after the
administrator first became aware of the material facts.

History: Add. 2014, Act 355, Imd. Eff. Oct. 21, 2014 
Compiler's Notes: Enacting section 1 of Act 355 of 2014 provides:"Enacting section 1. It is the intent of the legislature by enacting this
amendatory act to regulate a class of intrastate broker-dealers that is exempt under section 15(a)(1) of the securities exchange act of 1934, 15
USC 78o, and that will facilitate intrastate securities transactions among persons of this state."

451.2463 Servicing; requirements.

Sec. 463.

    (1) A Michigan investment market may not service a business if the business has already utilized the services of a
portal, market, or exchange that facilitates a secondary market for intrastate securities, rather than facilitates
securities transactions for original purchasers of the business's intrastate securities of those purchasers' own
securities. The business may not be or request to be serviced on 2 or more of those portals, markets, or exchanges
at any given time.
    (2) A Michigan investment market shall only service a business if that business meets, and the Michigan
investment market verifies that the business meets, all of the following at the time the business conducts any offers,
sales, or reselling of its intrastate securities:
    (a) Is a resident of this state.
    (b) Is doing business in this state at the time the business conducts any offers, sales, or reselling of its intrastate
securities. For purposes of this subdivision, a business is considered to be doing business in this state if all of the
following are met:
    (i) If the business had gross revenues of more than $5,000.00 from the sale of products or services or other
conduct of its business for its most recent 12-month fiscal period, it derived at least 80% of its gross revenues, and
those of its subsidiaries on a consolidated basis, from the operation of a business or of real property located in or
from the rendering of services in this state during 1 of the following time periods:
    (A) In its most recent fiscal year, if the first offer of any part of the issue is made during the first 6 months of the
issuer's current fiscal year.
    (B) In the first 6 months of its current fiscal year, or during the 12-month fiscal period ending with that 6-month
period, if the first offer of any part of the business's intrastate offering is made during the last 6 months of the
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business's current fiscal year.
    (ii) At the end of its most recent semiannual fiscal period before the first offer of any part of the issue, the
business had at least 80% of its assets and those of its subsidiaries on a consolidated basis located in this state.
    (iii) The business intends to use and uses at least 80% of the net proceeds to the business from the sale or resale
of intrastate securities in connection with the operation of a business or of real property in, the purchase of real
property located in, or the rendering of services in this state.
    (iv) The principal office of the business is located within this state.
    (c) Is not insolvent. As used in this subdivision, "insolvent" means any of the following:
    (i) The liabilities of the business exceed its assets.
    (ii) The business is unable to pay its debts as they mature.
    (iii) The business has filed for bankruptcy or made an assignment for the benefit of creditors.
    (d) Is not subject to a current or pending disciplinary court order or injunctions.
    (e) Is not a defendant in a pending court proceeding.
    (f) Complies with the laws of this state applicable to the conduct of its business.

History: Add. 2014, Act 355, Imd. Eff. Oct. 21, 2014 
Compiler's Notes: Enacting section 1 of Act 355 of 2014 provides:"Enacting section 1. It is the intent of the legislature by enacting this
amendatory act to regulate a class of intrastate broker-dealers that is exempt under section 15(a)(1) of the securities exchange act of 1934, 15
USC 78o, and that will facilitate intrastate securities transactions among persons of this state."

451.2465 Prohibited conduct.

Sec. 465.

    (1) A Michigan investment market shall not do any of the following:
    (a) Sell or otherwise distribute to any third party personal identifying information of an individual without his or
her written consent.
    (b) In confirming whether an individual is a resident of this state or meets any other requirement of relevant state
or federal law, require an individual to provide any personal information except for 1 or more of the following:
    (i) The address of his or her primary residence.
    (ii) The number of a valid operator's license, chauffeur's license, or official personal identification card issued by
this state.
    (iii) A current Michigan voter registration.
    (iv) An operator's or chauffeur's license, military identification card, Michigan identification card, passport, or
other government-issued identification document that includes a photograph of the individual.
    (c) Charge a fee for a securities transaction conducted through the Michigan investment market that exceeds 5%
of the value of the transaction, as determined by the value passed from 1 user of the Michigan investment market to
another in exchange for that security.
    (d) Deal in securities options, or include securities from more than 1 class in an offering, without obtaining
written acknowledgment from each person involved in that transaction of the nature of the securities transacted.
    (2) A Michigan investment market must provide disclaimers and restrictive legends that conspicuously state that
its transactions are limited to residents of this state under section 3(a)(11) of the securities act of 1933, 15 USC
77c, and must limit access to information about specific investment opportunities to individuals who confirm they
are residents of this state, such as by providing a record or document described in section 202a(1)(b)(i)(A) to (D).
    (3) The Michigan investment market may not use established, nondiscretionary methods, whether by providing a
trading facility or by setting rules, in bringing together the orders for securities of multiple buyers and sellers.
    (4) The Michigan investment market may, in exercising its discretion, elect to not effect any transaction that, in
the opinion of the Michigan investment market, would be severely adverse or unconscionable as it relates to a party
involved in the transaction or to a party involved in a transaction previously effected by the Michigan investment
market.

History: Add. 2014, Act 355, Imd. Eff. Oct. 21, 2014 
Compiler's Notes: Enacting section 1 of Act 355 of 2014 provides:"Enacting section 1. It is the intent of the legislature by enacting this
amendatory act to regulate a class of intrastate broker-dealers that is exempt under section 15(a)(1) of the securities exchange act of 1934, 15
USC 78o, and that will facilitate intrastate securities transactions among persons of this state."
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451.2467 Individual shown to be out-of-state resident; prima facie evidence of residency.

Sec. 467.

    (1) An individual's participation in a Michigan investment market in this state is considered a representation that
he or she is a resident of this state. If it is subsequently shown that an individual was not a resident of this state at
the time of his or her participation in a Michigan investment market, any transaction conducted by that individual
while he or she was not a resident is void.
    (2) A person that is not a resident of this state shall not secondarily purchase an intrastate security within 9
months of the completion of the offering through which the security was sold originally. For purposes of this
section, each of the following is prima facie evidence that an individual is a resident of this state:
    (a) A valid operator's license, chauffeur's license, or official personal identification card issued by this state.
    (b) A current Michigan voter registration.
    (c) A signed affidavit as described in section 7cc(2) of the general property tax act, 1893 PA 206, MCL 211.7cc,
that indicates that the individual owns and occupies property in this state as his or her principal residence.

History: Add. 2014, Act 355, Imd. Eff. Oct. 21, 2014 
Compiler's Notes: Enacting section 1 of Act 355 of 2014 provides:"Enacting section 1. It is the intent of the legislature by enacting this
amendatory act to regulate a class of intrastate broker-dealers that is exempt under section 15(a)(1) of the securities exchange act of 1934, 15
USC 78o, and that will facilitate intrastate securities transactions among persons of this state."

451.2469 Rules; compliance with state or federal statute, rule, or regulation.

Sec. 469.

    (1) The department may promulgate any rules that the administrator considers necessary to administer this article
if those rules are consistent with the provisions of this act.
    (2) Nothing in this article exempts any person to which this article is subject from complying with any applicable
state or federal statute, rule, or regulation that applies to that person or the conduct of that person's business.

History: Add. 2014, Act 355, Imd. Eff. Oct. 21, 2014 
Compiler's Notes: Enacting section 1 of Act 355 of 2014 provides:"Enacting section 1. It is the intent of the legislature by enacting this
amendatory act to regulate a class of intrastate broker-dealers that is exempt under section 15(a)(1) of the securities exchange act of 1934, 15
USC 78o, and that will facilitate intrastate securities transactions among persons of this state."

ARTICLE 5
FRAUD AND LIABILITIES 

451.2501 Unlawful conduct; fraud.

Sec. 501.

    It is unlawful for a person, in connection with the offer, sale, or purchase of a security or the organization or
operation of a Michigan investment market under article 4A, to directly or indirectly do any of the following:
    (a) Employ a device, scheme, or artifice to defraud.
    (b) Make an 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 were made, not misleading.
    (c) Engage in an act, practice, or course of business that operates or would operate as a fraud or deceit on
another person.

History: 2008, Act 551, Eff. Oct. 1, 2009 ;-- Am. 2014, Act 355, Imd. Eff. Oct. 21, 2014 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.Enacting section 1 of Act
355 of 2014 provides:"Enacting section 1. It is the intent of the legislature by enacting this amendatory act to regulate a class of intrastate
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broker-dealers that is exempt under section 15(a)(1) of the securities exchange act of 1934, 15 USC 78o, and that will facilitate intrastate
securities transactions among persons of this state."

451.2502 Investment advice or publications; prohibited conduct; rule or order.

Sec. 502.

    (1) It is unlawful for a person that advises others for compensation, either directly or indirectly or through
publications or writings, as to the value of securities or the advisability of investing in, purchasing, or selling
securities, or that, for compensation and as part of a regular business, issues or promulgates analyses or reports
relating to securities, to do any of the following:
    (a) Employ a device, scheme, or artifice to defraud another person.
    (b) Engage in an act, practice, or course of business that operates or would operate as a fraud or deceit upon
another person.
    (2) An investment adviser acting as a finder shall not do any of the following:
    (a) Take possession of funds or securities in connection with the transaction for which payment is made for
services as a finder.
    (b) Fail to disclose clearly and conspicuously in writing to all persons involved in the transaction as a result of his
or her finding activities before the sale or purchase that the person is acting as a finder, any payment for services as
a finder, the method and amount of payment, as well as any beneficial interest, direct or indirect, of the finder or a
member of the finder's immediate family in the issue of the securities that are the subject of services as a finder.
    (c) Participate in the offer, purchase, or sale of a security in violation of section 301. However, if the investment
adviser makes a reasonable effort to ascertain if a registration has been effected or an exemption order granted in
this state or to ascertain the basis for an exemption claim and does not have knowledge that the proposed
transaction would violate section 301, his or her activities as a finder do not violate section 301.
    (d) Participate in the offer, purchase, or sale of a security without obtaining information relative to the risks of
the transaction, the direct or indirect compensation to be received by promoters, partners, officers, directors, or
their affiliates, the financial condition of the issuer, and the use of proceeds to be received from investors, or fail to
read any offering materials obtained. This subdivision does not require independent investigation or alteration of
offering materials furnished to the finder.
    (e) Fail to inform or otherwise ensure disclosure to all persons involved in the transaction as a result of his or her
finding activities of any material information which the finder knows, or in the exercise of reasonable care should
know based on the information furnished to him or her, is material in making an investment decision, until
conclusion of the transaction. This subdivision does not require the finder to independently generate information.
    (f) Locate, introduce, or refer persons that the finder knows, or after a reasonable inquiry should know, are not
suitable investors by reason of their financial condition, age, experience, or need to diversify investments.
    (3) A rule or order under this act may do any of the following:
    (a) Define an act, practice, or course of business of an investment adviser or an investment adviser
representative, other than a supervised person of a federal covered investment adviser, as fraudulent, deceptive, or
manipulative, and prescribe means reasonably designed to prevent investment advisers and investment adviser
representatives, other than supervised persons of a federal covered investment adviser, from engaging in acts,
practices, and courses of business defined as fraudulent, deceptive, or manipulative.
    (b) Specify the contents of an investment advisory contract entered into, extended, or renewed by an investment
adviser.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2503 Civil action or administrative proceeding; burden of proof.

Sec. 503.

    (1) In a civil action or administrative proceeding under this act, a person claiming an exemption, exception,
preemption, or exclusion has the burden to prove the applicability of the exemption, exception, preemption, or
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exclusion.
    (2) In a criminal proceeding under this act, a person claiming an exemption, exception, preemption, or exclusion
has the burden of going forward with evidence of the claim.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2504 Sales and advertising literature; filing.

Sec. 504.

    (1) Subject to subsection (2), a rule or order under this act may require the filing of a prospectus, pamphlet,
circular, form letter, advertisement, sales literature, or other advertising record relating to a security or investment
advice addressed or intended for distribution to prospective investors, including clients or prospective clients of a
person registered or required to be registered as an investment adviser under this act.
    (2) This section does not apply to sales and advertising literature specified in subsection (1) relating to a federal
covered security, a federal covered investment adviser, or a security or transaction exempted by section 201, 202,
or 203 except as required under section 201(g) or 202(1)(x).

History: 2008, Act 551, Eff. Oct. 1, 2009 ;-- Am. 2013, Act 264, Imd. Eff. Dec. 30, 2013 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2505 Misleading filings.

Sec. 505.

    A person shall not make or cause to be made, in a record that is used in an action or proceeding or filed under
this act, a statement that, at the time and in the light of the circumstances under which it is made, is false or
misleading in a material respect, or, in connection with the statement, omit to state a material fact necessary to
make the statement made, in the light of the circumstances under which it was made, not false or misleading.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2506 Misrepresentations concerning registration or exemption.

Sec. 506.

    The filing of an application for registration, a registration statement, a notice filing under this act, or the
registration of a person, the notice filing by a person, or the registration of a security under this act does not
constitute a finding by the administrator that a record filed under this act is true, complete, and not misleading. The
filing or registration or the availability of an exemption, exception, preemption, or exclusion for a security or a
transaction does not mean that the administrator has passed upon the merits or qualifications of, or recommended
or given approval to, a person, security, or transaction. A person shall not make or cause to be made to a
purchaser, customer, client, or prospective customer or client a representation inconsistent with this section.

History: 2008, Act 551, Eff. Oct. 1, 2009 
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Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2507 Immunity from liability.

Sec. 507.

    A broker-dealer, agent, investment adviser, federal covered investment adviser, or investment adviser
representative is not liable to another broker-dealer, agent, investment adviser, federal covered investment adviser,
or investment adviser representative for defamation relating to a statement that is contained in a record required by
the administrator, or designee of the administrator, the securities and exchange commission, or a self-regulatory
organization, unless the person knew, or should have known at the time that the statement was made, that it was
false in a material respect or the person acted in reckless disregard of the statement's truth or falsity.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2508 Violations; penalties.

Sec. 508.

    (1) A person that willfully violates this act or a rule adopted or order issued under this act, except section 504 or
the notice filing requirements of section 302 or 405, or that willfully violates section 505 knowing the statement
made to be false or misleading in a material respect, is guilty of a felony punishable by imprisonment for not more
than 10 years or a fine of not more than $500,000.00 for each violation, or both. An individual convicted of
violating a rule or order under this act may be fined, but shall not be imprisoned, if the individual did not have
knowledge of the rule or order.
    (2) The attorney general or the proper prosecuting attorney may institute appropriate criminal proceedings under
this act with or without a reference from the administrator.
    (3) This act does not limit the power of this state to punish a person for conduct that constitutes a crime under
other laws of this state.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2509 Civil liability; joint and several liability; statute of limitations; violative contract; waiver
prohibited; other rights or remedies.

Sec. 509.

    (1) Enforcement of civil liability under this section is subject to the securities litigation uniform standards act of
1998.
    (2) A person is liable to the purchaser if the person sells a security in violation of section 301, or by means of an
untrue statement of a material fact or an omission to state a material fact necessary in order to make the statement
made, in light of the circumstances under which it is made, not misleading, the purchaser not knowing the untruth
or omission, and the seller not sustaining the burden of proof that the seller did not know and, in the exercise of
reasonable care, could not have known of the untruth or omission. All of the following apply to an action under this
subsection:
    (a) The purchaser may maintain an action to recover the consideration paid for the security, less the amount of
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any income received on the security, and interest at 6% per year from the date of the purchase, costs, and
reasonable attorney fees determined by the court, upon the tender of the security, or for actual damages as provided
in subdivision (c).
    (b) The tender referred to in subdivision (a) may be made any time before entry of judgment. Tender requires
only notice in a record of ownership of the security and willingness to exchange the security for the amount
specified. A purchaser that no longer owns the security may recover actual damages as provided in subdivision (c).
    (c) Actual damages in an action arising under this subsection are the amount that would be recoverable upon a
tender less the value of the security when the purchaser disposed of it and interest at 6% from the date of purchase,
costs, and reasonable attorney fees determined by the court.
    (3) A person is liable to the seller if the person buys a security by means of an untrue statement of a material fact
or omission to state a material fact necessary in order to make the statement made, in light of the circumstances
under which it is made, not misleading, if the seller did not know of the untruth or omission and the purchaser does
not sustain the burden of proving that the purchaser did not know, and in the exercise of reasonable care could not
have known, of the untruth or omission. All of the following apply to an action under this subsection:
    (a) The seller may maintain an action to recover the security, any income received on the security, costs, and
reasonable attorney fees determined by the court, on the tender of the purchase price, or for actual damages as
provided in subdivision (c).
    (b) The tender referred to in subdivision (a) may be made any time before entry of judgment. Tender requires
only notice in a record of the present ability to pay the amount tendered and willingness to take delivery of the
security for the amount specified. If the purchaser no longer owns the security, the seller may recover actual
damages as provided in subdivision (c).
    (c) Actual damages in an action arising under this subsection are the difference between the price at which the
security was sold and the value the security would have had at the time of the sale in the absence of the purchaser's
conduct causing liability, interest at 6% from the date of sale of the security, costs, and reasonable attorney fees
determined by the court.
    (4) A person acting as a broker-dealer or agent that sells or buys a security in violation of section 401(1), 402(1),
or 506 is liable to the customer. The customer, if a purchaser, may maintain an action for recovery of actual
damages as specified in subsection (2) or, if a seller, a remedy as specified in subsection (3).
    (5) A person acting as an investment adviser or investment adviser representative that provides investment
advice for compensation in violation of section 403(1), 404(1), or 506 is liable to the client. The client may
maintain an action at law or in equity to recover the consideration paid for the advice, interest at 6% from the date
of payment, costs, and reasonable attorney fees determined by the court.
    (6) A person that receives, directly or indirectly, any consideration for providing investment advice to another
person and that employs a device, scheme, or artifice to defraud the other person or engages in an act, practice, or
course of business that operates or would operate as a fraud or deceit on the other person is liable to the other
person. The person defrauded may maintain an action to recover the consideration paid for the advice and the
amount of any actual damages caused by the fraudulent conduct that gives rise to liability under this subsection,
interest at 6% from the date of the fraudulent conduct, costs, and reasonable attorney fees determined by the court,
less the amount of any income received as a result of the fraudulent conduct. This subsection does not apply to a
broker-dealer or its agents if the investment advice provided is solely incidental to transacting business as a broker-
dealer and no special compensation is received for the investment advice.
    (7) The following persons are liable jointly and severally with and to the same extent as persons liable under
subsections (2) to (6):
    (a) A person that directly or indirectly controls a person liable under subsections (2) to (6), unless the controlling
person sustains the burden of proving that the controlling person did not know, and in the exercise of reasonable
care could not have known, of the existence of the conduct by reason of which the liability is alleged to exist.
    (b) An individual who is a managing partner, executive officer, or director of a person liable under subsections
(2) to (6), including each individual having a similar status or performing similar functions, unless the individual
sustains the burden of proving that the individual did not know and, in the exercise of reasonable care could not
have known, of the existence of the conduct by reason of which the liability is alleged to exist.
    (c) An individual who is an employee of or associated with a person liable under subsections (2) to (6) and who
materially aids the conduct giving rise to the liability, unless the individual sustains the burden of proving that the
individual did not know and, in the exercise of reasonable care could not have known, of the existence of the
conduct by reason of which the liability is alleged to exist.
    (d) A person that is a broker-dealer, agent, investment adviser, or investment adviser representative that
materially aids the conduct giving rise to the liability under subsections (2) to (6), unless the person sustains the
burden of proving that the person did not know and, in the exercise of reasonable care could not have known, of
the existence of the conduct by reason of which liability is alleged to exist.
    (8) A person liable under this section has a right of contribution as in cases of contract against any other person
liable under this section for the same conduct.
    (9) A cause of action under this section survives the death of an individual who might have been a plaintiff or
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defendant.
    (10) A person may not obtain relief if an action is not commenced within 1 of the following time limits, as
applicable:
    (a) Under subsection (2) for violation of section 301, or under subsection (4) or (5), unless the action is
commenced within 1 year after the violation occurred.
    (b) Under subsection (2), other than for violation of section 301, or under subsection (3) or (6), unless the action
is commenced within the earlier of 2 years after discovery of the facts constituting the violation or 5 years after the
violation occurred.
    (11) A person that has made or engaged in the performance of a contract in violation of this act or a rule adopted
or order issued under this act, or that has acquired a purported right under the contract with knowledge of the facts
by reason of which its making or performance was in violation of this act, may not base an action on the contract.
    (12) A condition, stipulation, or provision binding a person purchasing or selling a security or receiving
investment advice to waive compliance with this act or a rule adopted or order issued under this act is void.
    (13) The rights and remedies provided by this act are in addition to any other rights or remedies that may exist,
but this act does not create a cause of action not specified in this section or section 411(5).

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2510 Purchaser, seller, or recipient of investment advice; action prohibited; false representation;
security as void; damages.

Sec. 510.

    (1) A purchaser, seller, or recipient of investment advice may not maintain an action under section 509 if all of
the following are met:
    (a) The purchaser, seller, or recipient of investment advice receives in a record, before the action is commenced,
an offer that does all of the following:
    (i) States the respect in which liability under section 509 may have arisen and fairly advises the purchaser, seller,
or recipient of investment advice of that person's rights in connection with the offer, including financial or other
information necessary to correct all material misstatements or omissions in the information that was required by this
act to be furnished to that person at the time of the purchase, sale, or investment advice.
    (ii) If the basis for relief under this section may have been a violation of section 509(2), offers to repurchase the
security for cash, payable on delivery of the security, equal to the consideration paid, and interest at 6% per year
from the date of purchase, less the amount of any income received on the security, or, if the purchaser no longer
owns the security, offers to pay the purchaser upon acceptance of the offer damages in an amount that would be
recoverable upon a tender, less the value of the security when the purchaser disposed of it, and interest at 6% from
the date of purchase in cash equal to the damages computed in the manner provided in this subsection.
    (iii) If the basis for relief under this section may have been a violation of section 509(3), offers to tender the
security, on payment by the seller of an amount equal to the purchase price paid, less income received on the
security by the purchaser and interest at 6% from the date of the sale, or if the purchaser no longer owns the
security, offers to pay the seller upon acceptance of the offer, in cash, damages in the amount of the difference
between the price at which the security was purchased and the value the security would have had at the time of the
purchase in the absence of the purchaser's conduct that may have caused liability and interest at 6% from the date
of the sale.
    (iv) If the basis for relief under this section may have been a violation of section 509(4), and if the customer is a
purchaser, offers to pay as specified in subdivision (a)(ii) or, if the customer is a seller, offers to tender or to pay as
specified in subdivision (a)(iii).
    (v) If the basis for relief under this section may have been a violation of section 509(5), offers to reimburse in
cash the consideration paid for the advice and interest at 6% from the date of payment.
    (vi) If the basis for relief under this section may have been a violation of section 509(6), offers to reimburse in
cash the consideration paid for the advice and the amount of any actual damages that may have been caused by the
conduct, and interest at 6% from the date of the violation causing the loss.
    (vii) States that the offer must be accepted by the purchaser, seller, or recipient of investment advice within 30
days after the date of its receipt by the purchaser, seller, or recipient of investment advice or within a shorter period
of not less than 3 days that the administrator, by order, specifies.
    (b) The offeror has the present ability to pay the amount offered or to tender the security under subdivision (a).
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    (c) The offer under subdivision (a) is delivered to the purchaser, seller, or recipient of investment advice or sent
in a manner that ensures receipt by the purchaser, seller, or recipient of investment advice.
    (d) The purchaser, seller, or recipient of investment advice that accepts the offer under subdivision (a) in a record
within the period specified under subdivision (a)(vii) is paid in accordance with the terms of the offer.
    (2) If the legality or exempt status of a sale of a security made in accordance with this act is contingent on the
intrastate nature of that transaction, a person's agreement to purchase, or the purchase of, that security is
considered a representation that the person is a resident of this state at the time that agreement is made, and if this
representation is subsequently shown to be false, the agreement for the sale of the security is void.
    (3) If an agreement to purchase, or the purchase of, a security is void under subsection (2), the issuer of the
security may recover damages from the misrepresenting offeree or purchaser. These damages include, but are not
limited to, the issuer's expenses in resolving the misrepresentation. However, damages described in this subsection
shall not exceed the amount of the person's investment in the security.

History: 2008, Act 551, Eff. Oct. 1, 2009 ;-- Am. 2013, Act 264, Imd. Eff. Dec. 30, 2013 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

ARTICLE 5A
FINANCIAL EXPLOITATION 

451.2531 Definitions.

Sec. 531.

    As used in this article:
    (a) "Account" means any account with a broker-dealer or investment adviser for which a client or customer has
the authority to transact business.
    (b) "Adult protective services" means the office, division, or unit under the department of health and human
services that is charged with the investigation of abuse, neglect, or exploitation of vulnerable individuals under the
social welfare act, 1939 PA 280, MCL 400.1 to 400.119b.
    (c) "Agency of competent jurisdiction" means an entity authorized to investigate or review suspicions of abuse or
exploitation, including, but not limited to, adult protective services and a law enforcement agency.
    (d) "Caregiver" means a parent or other relative responsible for the health and safety of an individual, or a
guardian, conservator, or any other individual with legal or fiduciary obligations to an individual.
    (e) "Covered financial exploitation" means financial exploitation of an individual through deception,
manipulation, coercion, intimidation, or improper leveraging of a caregiver relationship.
    (f) "Financial exploitation" means any of the following:
    (i) A fraudulent or otherwise illegal, unauthorized, or improper act or process of an individual who uses or
attempts to use the financial resources of another individual for monetary or personal benefit, profit, or gain.
    (ii) A fraudulent or otherwise illegal, unauthorized, or improper act or process of an individual that results or is
intended to result in depriving another individual of rightful access to or use of benefits, resources, belongings, or
assets.
    (g) "Law enforcement agency" means a police agency of a city, village, township, or county or the state police.
    (h) "Unauthorized" means without permission, or utilizing permission obtained from an individual through
deception, manipulation, coercion, intimidation, or improper leveraging of a caregiver relationship.
    (i) "Vulnerable adult" means an adult who, because of mental or physical impairment or advanced age, is unable
to protect himself or herself from covered financial exploitation.
    (j) "Written" means inscribed in a tangible or electronic medium.
    
    

History: Add. 2023, Act 306, Eff. Mar. 13, 2024

451.2533 Delayed disbursement; suspected or detected financial exploitation; expiration of delay;
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investigation; written notification; reporting; requirements

Sec. 533.

    (1) Subject to subsection (4), if a broker-dealer or investment adviser suspects or detects covered financial
exploitation of a client or customer, the broker-dealer or investment adviser may delay the related disbursement or
transaction for further investigation or examination of available facts. On investigation or examination of available
facts, if the broker-dealer or investment adviser still suspects or detects covered financial exploitation of a client or
customer, the broker-dealer or investment adviser may continue the delay of the related disbursement or transaction
under this subsection.
    (2) A delay authorized under this section expires on either of the following:
    (a) The day a broker-dealer or investment adviser determines that the disbursement or transaction will not result
in covered financial exploitation of the client or customer.
    (b) Not later than 15 business days after the date that the broker-dealer or investment adviser first delayed the
disbursement or transaction, unless otherwise terminated or extended under subsection (3) or (4), or by court
order.
    (3) If a broker-dealer's or investment adviser's investigation or examination of the suspected or detected covered
financial exploitation supports the broker-dealer's or investment adviser's suspicion of covered financial exploitation
or reasonable belief that covered financial exploitation has been detected, a broker-dealer or investment adviser may
extend a delay authorized under this section for not longer than 40 business days after the date authorized under
subsection (2)(b), unless the delay is otherwise terminated or further extended under subsection (4).
    (4) If a broker-dealer or investment adviser is informed by a law enforcement agency, adult protective services,
or another agency of competent jurisdiction that suspected or detected covered financial exploitation that has been
reported to that agency is under investigation, the broker-dealer or investment adviser may extend the term of a
delay authorized under this section until the broker-dealer or investment adviser is informed of the dismissal of the
reported incident by all agencies that informed the broker-dealer or investment adviser of an investigation.
    (5) Not more than 2 business days after the date that the broker-dealer or investment adviser first placed the
delay on the disbursement or transaction, the broker-dealer or investment adviser must provide written notification
that is maintained as correspondence under section 411(3) of the reason for the delay to all of the following:
    (a) The administrator and an agency of competent jurisdiction.
    (b) All persons who are authorized to transact business on the account, unless a person is unavailable or the
broker-dealer or investment adviser reasonably believes that the person has engaged, is engaged, or will engage in
covered financial exploitation of the client or customer.
    (c) Any individual who the client or customer has previously designated as authorized to receive information
about the account, unless that individual is unavailable or the broker-dealer or investment adviser reasonably
believes that the individual has engaged, is engaged, or will engage in the covered financial exploitation of the client
or customer.
    (6) Except as otherwise provided in subsection (7), if a broker-dealer or investment adviser suspects or detects
covered financial exploitation of a vulnerable adult, the broker-dealer or investment adviser shall report that activity
to a law enforcement agency or adult protective services. If a broker-dealer or investment adviser elects to report
to adult protective services instead of a law enforcement agency, a report made to adult protective services must be
made according to the procedures established by adult protective services under applicable law.
    (7) A broker-dealer or investment adviser is not required to make a report of suspected covered financial
exploitation to a law enforcement agency or adult protective services if, after investigation or examination of
available facts, the broker-dealer or investment adviser makes a determination that covered financial exploitation
has not occurred or is not occurring and no action is necessary.
    (8) Subject to subsection (6), if a broker-dealer or investment adviser suspects or detects covered financial
exploitation of a client or customer, the broker-dealer or investment adviser may provide notification of that
covered financial exploitation to any of the following:
    (a) An agency of competent jurisdiction.
    (b) A reasonably associated individual, unless that individual is unavailable or the broker-dealer or investment
adviser reasonably believes that the individual has engaged, is engaged, or will engage in covered financial
exploitation of the client or customer.
    (c) Any third party previously designated by the client or customer to receive information about the account,
unless that individual is unavailable or the broker-dealer or investment adviser reasonably believes that the
individual has engaged, is engaged, or will engage in the covered financial exploitation of the client or customer.
    
    

History: Add. 2023, Act 306, Eff. Mar. 13, 2024
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451.2535 Access to compliance procedures; financial exploitation of vulnerable adults; limited authorization
to extend delay; written report and notification; disclosure of identity; prohibition; exception; freedom of
information act.

Sec. 535.

    (1) A broker-dealer or investment adviser that takes action under this article shall provide to the administrator or
an agency of competent jurisdiction access to or copies of any written procedures it adopts, maintains, and
implements that are reasonably designed to achieve compliance with this article, including, but not limited to,
procedures related to the identification, escalation, and reporting of matters related to the financial exploitation of
vulnerable adults.
    (2) Only an individual who serves in a supervisory, compliance, legal, or senior or vulnerable investor protection
capacity for the broker-dealer or investment adviser is eligible for identification as an individual authorized to place,
terminate, or extend a delay on behalf of the broker-dealer or investment adviser under this article.
    (3) A report of suspected or detected covered financial exploitation made by a broker-dealer or investment
adviser must include the name of the individual believed to be the victim, a description of the suspected or detected
covered financial exploitation, and a designated contact for notices required under subsection (4). If a report is
made by telephone, the law enforcement agency or adult protective services that receives the report must make a
written report of the information provided in the telephonic report.
    (4) Not more than 15 business days after it receives a report of suspected or detected covered financial
exploitation from a broker-dealer or investment adviser under this section, the law enforcement agency or adult
protective services that received the report must provide written notification to the designated contact of the
broker-dealer or investment adviser that clearly indicates whether the reported incident is under investigation or has
been referred to a law enforcement agency for investigation. As soon as practicable after the investigation, the law
enforcement agency or adult protective services shall notify the broker-dealer or investment adviser of the
disposition of the reported incident.
    (5) Not more than 15 business days after it receives a report of suspected or detected covered financial
exploitation from a broker-dealer or investment adviser under this section, the law enforcement agency or adult
protective services must notify the office of a county prosecutor. Notice must be made in a manner prescribed by
the attorney general and must include, at a minimum, a copy of each report submitted to or committed to written
form by the law enforcement agency or adult protective services and the response to the report by the law
enforcement agency or adult protective services and any action taken by the law enforcement agency or adult
protective services based on the report.
    (6) If a broker-dealer or investment adviser that attempts to make a report of suspected or detected covered
financial exploitation under this section is unable to communicate with law enforcement or adult protective services
to make the report, or if a law enforcement agency or adult protective services that receives a report under this act
fails to provide notification to the broker-dealer or investment adviser under subsection (4), the broker-dealer or
investment adviser may notify the office of a county prosecutor. Notification under this subsection must be made in
a manner prescribed by the attorney general.
    (7) A law enforcement agency, adult protective services, or county prosecutor shall not disclose the identity of
an individual or broker-dealer or investment adviser that makes a report of suspected or detected covered financial
exploitation without the consent of the individual or the broker-dealer or investment adviser. However, this
subsection does not prohibit a disclosure that is made by adult protective services to a law enforcement agency or
by a law enforcement agency or adult protective services to a county prosecutor as required under subsection (5),
or a disclosure required in a civil or criminal proceeding. A law enforcement agency, adult protective services, or
county prosecutor shall not disclose the identity, or personal or account information, of an individual that is the
subject of a report of suspected or detected covered financial exploitation without that individual's consent, except
as required under subsection (5) or as required in a civil or criminal proceeding.
    (8) The identity of an individual or broker-dealer or investment adviser that makes a report of suspected or
detected covered financial exploitation under this section is exempt from disclosure under section 13(1)(b)(iv) or
(d) of the freedom of information act, 1976 PA 442, MCL 15.243. The identity of an individual that is the
suspected or confirmed victim of covered financial exploitation or his or her personal account information is
exempt from disclosure under section 13(1)(a), (b)(iii), or (d) of the freedom of information act, 1976 PA 442,
MCL 15.243. This subsection does not limit the applicability of any other exceptions to disclosure under section 13
of the freedom of information act, 1976 PA 442, MCL 15.243, to all or any part of a report made under this act.
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History: Add. 2023, Act 306, Eff. Mar. 13, 2024

451.2537 Access and availability of compliance records.

Sec. 537.

    (1) Subject to 15 USC 78o(i)(1) and 15 USC 80b-18a, and the record-keeping requirements provided in section
411, a broker-dealer or investment adviser shall provide access to any records related to compliance with this
article and ensure that those records are readily available to the department on request. The records described in
this subsection may include all of the following:
    (a) Any requests for a disbursement or other transaction that a broker-dealer or investment adviser reasonably
believed to constitute covered financial exploitation of a vulnerable adult and the resulting temporary delay.
    (b) Any finding of a reasonable belief that financial exploitation has occurred, is occurring, has been attempted,
or will be attempted underlying a decision to delay a disbursement or other transaction.
    (c) The name and title of any individual who authorized a delay on a disbursement or other transaction.
    (d) Any notifications to relevant parties under section 533.
    (e) Any investigation or examination of available facts conducted under section 533(1).
    (2) A broker-dealer or investment adviser shall provide access to or copies of records that are relevant to
suspected or detected covered financial exploitation to adult protective services and law enforcement agencies,
either as part of a referral to adult protective services or a law enforcement agency or on request of adult protective
services or a law enforcement agency in connection with an investigation. The records may include historical
records as well as records relating to the most recent transaction or transactions that may constitute suspected or
detected covered financial exploitation. All records made available to agencies or law enforcement under this
subsection are not subject to the freedom of information act, 1976 PA 442, MCL 15.231 to 15.246. This subsection
does not limit or otherwise impede the authority of the administrator to access or examine the books and records of
broker-dealers and investment advisers as otherwise provided by law.
    
    

History: Add. 2023, Act 306, Eff. Mar. 13, 2024

451.2539 Disclosure of general status or final disposition.

Sec. 539.

    Notwithstanding any provision of law to the contrary, an agency of competent jurisdiction may disclose to any
reporting or notifying broker-dealer or investment adviser the general status or final disposition of an investigation
that arose from a report made by the broker-dealer or investment adviser.
    
    

History: Add. 2023, Act 306, Eff. Mar. 13, 2024

451.2541 Liability of broker-dealer or investment adviser.

Sec. 541.

    A broker-dealer or investment adviser that exercises good faith in an action, determination, omission, or practice
under this article is immune from any administrative or civil liability that might otherwise arise from those activities.
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History: Add. 2023, Act 306, Eff. Mar. 13, 2024

451.2543 Scope of article.

Sec. 543.

    (1) This article does not limit the responsibilities of a law enforcement agency to enforce the laws of this state or
preclude a law enforcement agency from reporting and investigating, as appropriate, alleged criminal conduct.
    (2) This article does not limit the ability or authority of a broker-dealer or investment adviser to do either of the
following:
    (a) Take lawful action under local, state, or federal law or private agreement.
    (b) Report or prevent fraud or other illegal activity related to the broker dealer's or investment adviser's
operations or the assets of a client or customer that are held by the broker-dealer or investment adviser.
    (3) This article does not restrict or prohibit an individual, other than an individual who is acting as an employee
of a broker-dealer or investment adviser, who suspects or detects that covered financial exploitation of an
individual has occurred or is being attempted by another individual from making a report to a law enforcement
agency or adult protective services.
    (4) This article does not limit the responsibilities of adult protective services to investigate, as appropriate,
alleged abuse of any adult in need of protective services, as the term adult in need of protective services is defined
in section 11 of the social welfare act, 1939 PA 280, MCL 400.11.
    
    

History: Add. 2023, Act 306, Eff. Mar. 13, 2024

ARTICLE 6
ADMINISTRATION AND JUDICIAL REVIEW 

451.2601 Administration of act.

Sec. 601.

    (1) The administrator shall administer this act.
    (2) The administrator or officer, employee, or designee of the administrator shall not use for personal benefit or
the benefit of others records or other information obtained by or filed with the administrator that are not public
under section 607(2). This act does not authorize the administrator or an officer, employee, or designee of the
administrator to disclose the record or information, except in accordance with section 602, 607(3), or 608.
    (3) This act does not create or diminish any privilege or exemption that exists at common law, by statute, by
rule, or otherwise.
    (4) The administrator may develop and implement investor education initiatives to inform the public about
investing in securities, with particular emphasis on the prevention and detection of securities fraud. In developing
and implementing these initiatives, the administrator may collaborate with public and nonprofit organizations with
an interest in investor education. The administrator may accept grants or donations from a person that is not
affiliated with the securities industry or from a nonprofit organization, regardless of whether or not the organization
is affiliated with the securities industry, to develop and implement investor education initiatives. This subsection
does not authorize the administrator to require participation or monetary contributions of a registrant in an investor
education program.
    (5) The securities investor education and training fund is created in the state treasury. All of the following apply
to the securities investor education and training fund:
    (a) The state treasurer shall credit to the fund all civil fines, costs of investigations, and other administrative
assessments received under this act and may receive money or other assets from any source for deposit into the
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fund.
    (b) The state treasurer shall direct the investment of the fund. The state treasurer shall credit to the fund interest
and earnings from fund investments.
    (c) If the amount of money in the fund at the close of any fiscal year is $1,000,000.00 or less, that money shall
remain in the fund and shall not lapse to the general fund. If the amount of money in the fund at the close of any
fiscal year is more than $1,000,000.00, $1,000,000.00 shall remain in the fund and shall not lapse to the general
fund, and the balance of the money shall be credited to the general fund.
    (d) The administrator is the administrator of the fund for auditing purposes.
    (e) The administrator shall use or disburse money appropriated from the fund for the education and training of
Michigan residents in matters concerning securities laws and investment issues.
    (6) All fees and civil or administrative fines received under this act shall be deposited in the state treasury to the
credit of the administrator, to be used pursuant to legislative appropriation by the administrator in carrying out
those duties required by law. After the payment of the amounts appropriated by the legislature for the necessary
expenses incurred in the administration of this act, the money remaining shall be credited to the general fund of this
state.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2602 Investigation and subpoenas; powers and authority of administrator; failure to comply; privilege
against self-incrimination; assistance to securities regulator of another jurisdiction.

Sec. 602.

    (1) The administrator may do any of the following:
    (a) Conduct public or private investigations in or out of this state that the administrator considers necessary or
appropriate to determine whether any person has violated, is violating, or is about to violate this act or a rule
adopted or order issued under this act, or to aid in the enforcement of this act or the adoption of rules and forms
under this act.
    (b) Require or permit a person to testify, file a statement, or produce a record, under oath or otherwise as the
administrator determines, as to all the facts and circumstances concerning a matter to be investigated or about
which an action or proceeding is to be commenced.
    (c) Publish a record concerning an action, proceeding, or investigation under, or a violation of, this act or a rule
adopted or order issued under this act if the administrator determines it is necessary or appropriate in the public
interest and for the protection of investors.
    (2) For the purpose of an investigation under this act, the administrator or a designated officer may administer
oaths and affirmations, subpoena witnesses, seek compulsion of attendance, take evidence, require the filing of
statements, and require the production of any records that the administrator considers relevant or material to the
investigation.
    (3) If a person fails to appear or refuses to testify, file a statement, produce records, or otherwise fails to obey a
subpoena as required by the administrator under this act, the administrator may refer the matter to the attorney
general or the proper prosecuting attorney, who may apply to the circuit court of Ingham county or a court of
another state to enforce compliance. The court may do any of the following:
    (a) Hold the person in contempt.
    (b) Order the person to appear before the administrator.
    (c) Order the person to testify about the matter under investigation or in question.
    (d) Order the production of records.
    (e) Grant injunctive relief, including restricting or prohibiting the offer or sale of securities or the providing of
investment advice.
    (f) Order a civil fine of not less than $10,000.00 and not more than $500,000.00 for each violation.
    (g) Grant any other necessary or appropriate relief.
    (4) This section does not preclude a person from applying to the circuit court of Ingham county or a court of
another state for appropriate relief from a request to appear, testify, file a statement, produce records, or obey a
subpoena.
    (5) An individual is not excused from attending, testifying, filing a statement, producing a record or other
evidence, or obeying a subpoena of the administrator under this act or in an action commenced or proceeding
instituted by the administrator under this act on the ground that the required testimony, statement, record, or other
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evidence, directly or indirectly, may tend to incriminate the individual or subject the individual to a criminal fine,
administrative or civil fine, or forfeiture. If the individual refuses to testify, file a statement, or produce a record or
other evidence on the basis of the individual's privilege against self-incrimination, the administrator may apply to the
circuit court to compel the testimony, the filing of the statement, the production of the record, or the giving of
other evidence. The testimony, record, or other information compelled under a court order obtained under this
subsection shall not be used, directly or indirectly, against the individual in a criminal case, except in a prosecution
for perjury, contempt, or otherwise failing to comply with the order.
    (6) At the request of the securities regulator of another state or a foreign jurisdiction, the administrator may
provide assistance if the requesting regulator states that it is conducting an investigation to determine whether a
person has violated, is violating, or is about to violate a law or rule of the other state or foreign jurisdiction relating
to securities matters which the requesting regulator administers or enforces. The administrator may provide the
assistance by using the authority to investigate and the powers conferred by this section as the administrator
determines is necessary or appropriate. The assistance may be provided without regard to whether the conduct
described in the request would also constitute a violation of this act or other law of this state if occurring in this
state. In deciding whether to provide the assistance, the administrator may consider whether the requesting
regulator is permitted and has agreed to provide assistance reciprocally within its state or foreign jurisdiction to the
administrator on securities matters when requested, whether compliance with the request would violate or prejudice
the public policy of this state, and the availability of resources and employees of the administrator to carry out the
request for assistance.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2603 Civil action; enforcement; authority of court; bond.

Sec. 603.

    (1) If it appears to the administrator that a person has engaged, is engaging, or is about to engage in an act,
practice, or course of business constituting a violation of this act or a rule adopted or order issued under this act, or
that a person has, is, or is about to engage in an act, practice, or course of business that materially aids a violation
of this act or a rule adopted or order issued under this act, the administrator may maintain an action in the circuit
court to enjoin the act, practice, or course of business and to enforce compliance with this act or a rule adopted or
order issued under this act.
    (2) In an action under this section and upon a proper showing, the court may do any of the following:
    (a) Issue a permanent or temporary injunction, restraining order, or a declaratory judgment.
    (b) Issue an order for other appropriate or ancillary relief, including any of the following:
    (i) An asset freeze, accounting, writ of attachment, writ of general or specific execution, and an appointment of a
receiver or conservator, which may be the administrator, for the defendant or the defendant's assets.
    (ii) An order to the administrator to take charge and control of a defendant's property, including investment
accounts and accounts in a depository institution, rents, and profits, to collect debts, and to acquire and dispose of
property.
    (iii) The imposition of a civil fine of not more than $10,000.00 for a single violation or $500,000.00 for multiple
violations.
    (iv) An order of rescission, restitution, or disgorgement directed to a person that has engaged in an act, practice,
or course of business constituting a violation of this act or the predecessor act or a rule adopted or order issued
under this act or the predecessor act.
    (v) An order for the payment of prejudgment and postjudgment interest.
    (c) Granting other relief that the court considers appropriate.
    (3) The administrator shall not be required to post a bond in an action under this section.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.
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451.2604 Enforcement; order and notice; procedure; final order; civil penalties; failure to comply;
enforcement of order; petition; additional penalty.

Sec. 604.

    (1) If the administrator determines that a person has engaged, is engaging, or is about to engage in an act,
practice, or course of business constituting a violation of this act or a rule adopted or order issued under this act, or
that a person has materially aided, is materially aiding, or is about to materially aid an act, practice, or course of
business constituting a violation of this act or a rule adopted or order issued under this act, the administrator may
do 1 or more of the following:
    (a) Issue an order directing the person to cease and desist from engaging in the act, practice, or course of
business or to take other action necessary or appropriate to comply with this act.
    (b) Issue an order denying, suspending, revoking, or conditioning the exemptions for a broker-dealer under
section 401(2)(a)(iv) or (vi) or an investment adviser under section 403(2)(a)(iii).
    (c) Issue an order under section 204.
    (2) An order under subsection (1) is effective on the date of issuance. Upon issuance of the order, the
administrator shall promptly serve each person subject to the order with a copy of the order and a notice that the
order has been entered. The order must include a statement of any civil fine or costs of the investigation the
administrator will seek, a statement of the reasons for the order, and notice that the matter will be scheduled for a
hearing within 15 days after receipt of a request in a record from the person. If a person subject to the order does
not request a hearing and none is ordered by the administrator within 30 days after the date of service of the order,
the order, including any civil fine imposed or requirement for payment of the costs of investigation sought in a
statement in that order, becomes final as to that person by operation of law. If a hearing is requested or ordered, the
administrator, after notice of and opportunity for hearing to each person subject to the order, may modify or vacate
the order or extend it until final determination.
    (3) If a hearing is requested or ordered pursuant to subsection (2), the hearing shall be held pursuant to the
administrative procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328. A final order shall not be issued
unless the administrator makes findings of fact and conclusions of law on the record pursuant to the administrative
procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328. The final order may make final, vacate, or modify
the order issued under subsection (1).
    (4) In a final order issued under this section, the administrator may do any of the following:
    (a) Impose a civil fine of not more than $10,000.00 for a single violation of this act or a rule adopted or order
issued under this act or $500,000.00 for multiple violations.
    (b) In addition to a civil fine imposed under subdivision (a), if the violation or violations of this act or a rule
adopted or order issued under this act includes an act, practice, or course of business directed at, or that resulted in
damage to, any of the following, the administrator may impose a civil fine of not more than $10,000.00 for a single
violation or $500,000.00 for multiple violations:
    (i) One or more individuals who are 60 years of age or older.
    (ii) One or more individuals who the administrator determines were unable to protect their financial interests due
to disability or illiteracy or an inability to understand the language of an agreement presented to them.
    (c) Charge the actual cost of an investigation or proceeding for a violation of this act or a rule adopted or order
issued under this act.
    (5) If a petition for judicial review of a final order is not filed in accordance with section 609, the administrator
may file a certified copy of the final order with the clerk of a court of competent jurisdiction. The filed order shall
have the same effect as a judgment of the court and may be recorded, enforced, or satisfied in the same manner as a
judgment of the court.
    (6) If a person fails to comply with an order under this section, the administrator may petition a court of
competent jurisdiction to enforce the order. The court shall not require the administrator to post a bond. If the
court finds, after service and opportunity for hearing, that the person is not in compliance with the order, the court
may adjudge the person in civil contempt of the order. The court may impose an additional civil fine against the
person for contempt in an amount not less than $10,000.00 or more than $500,000.00 for each violation and may
grant any other relief the court determines is just and proper in the circumstances.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.
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451.2605 Forms; orders; rules; financial statement; interpretative opinions; conduct of hearing.

Sec. 605.

    (1) The administrator may do any of the following:
    (a) Issue forms and orders and, after notice and comment, may adopt and amend rules necessary or appropriate
to carry out this act, and may repeal rules, including rules and forms governing registration statements, applications,
notice filings, reports, and other records.
    (b) By rule, define terms, whether or not used in this act, if the definitions are not inconsistent with this act.
    (c) By rule, classify securities, persons, and transactions and adopt different requirements for different classes.
    (2) A rule or form shall not be adopted or amended or an order issued or amended under this act unless the
administrator finds that the rule, form, order, or amendment is necessary or appropriate in the public interest or for
the protection of investors and is consistent with the purposes intended by this act. In adopting, amending, and
repealing rules and forms, section 608 applies in order to achieve uniformity among the states and coordination
with federal laws in the form and content of registration statements, applications, reports, and other records,
including in the adoption of uniform rules, forms, and procedures.
    (3) Subject to section 15(h) of the securities exchange act of 1934, 15 USC 78o, and section 222 of the
investment advisers act of 1940, 15 USC 80b-18a, the administrator may require that a financial statement filed
under this act be prepared in accordance with generally accepted accounting principles in the United States and
comply with other requirements specified by rule or order under this act. A rule or order under this act may
establish any of the following:
    (a) Subject to section 15(h) of the securities exchange act of 1934, 15 USC 78o, and section 222 of the
investment advisers act of 1940, 15 USC 80b-18a, the form and content of financial statements required under this
act.
    (b) Whether unconsolidated financial statements must be filed.
    (c) Whether required financial statements must be audited by an independent certified public accountant.
    (4) The administrator may provide interpretative opinions or issue determinations that the administrator will not
institute a proceeding or an action under this act against a specified person for engaging in a specified act, practice,
or course of business if the determination is consistent with this act. A rule or order under this act may charge a
reasonable fee for interpretative opinions or determinations that the administrator will not institute an action or a
proceeding under this act.
    (5) A civil or administrative fine under this act shall not be imposed and liability does not arise for conduct that is
engaged in or omitted in good faith conformity with a rule, form, or order of the administrator under this act.
    (6) A hearing in an administrative proceeding under this act shall be conducted in public unless the administrator
for good cause consistent with the purposes intended by this act determines that the hearing not be public.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2606 Availability of filings to public.

Sec. 606.

    (1) The administrator shall maintain, or designate a person to maintain, a register of all applications for
registration of securities; registration statements; notice filings, applications for registration of broker-dealers,
agents, investment advisers, and investment adviser representatives; notice filings by federal covered investment
advisers that are or have been effective under this act or the predecessor act; notices of claims of exemption from
registration or notice filing requirements contained in a record; orders issued under this act or the predecessor act;
and interpretative opinions or no-action determinations issued under this act.
    (2) The administrator shall make all rules, forms, interpretative opinions, and orders available to the public.
    (3) Upon request, the administrator shall furnish to a person a copy of a record that is a public record or a
certification that the public record does not exist. A rule under this act may establish a reasonable charge for
furnishing the record. A copy of the record certified or a certificate of its nonexistence by the administrator is prima
facie evidence of a record or its nonexistence.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
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regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2607 Public records; confidentiality.

Sec. 607.

    (1) Subject to subsection (2), records obtained by the administrator or filed under this act, including a record
contained in or filed with any registration statement, application, notice filing, or report, are public records and are
available for public examination.
    (2) The following records are not public records and are not available for public examination under subsection
(1):
    (a) A record obtained by the administrator in connection with an audit or inspection under section 411(4) or an
investigation under section 602.
    (b) A part of a report filed in connection with a registration statement under sections 301 and 303 through 305,
or a record under section 411(4), that contains trade secrets or confidential information when the person filing the
registration statement or report has asserted a claim of confidentiality or privilege that is authorized by law.
    (c) A record that is not required to be provided to the administrator or filed under this act and is provided to the
administrator only on the condition that the record will not be subject to public examination or disclosure.
    (d) A nonpublic record received from a person specified in section 608.
    (e) Any social security number, residential address unless used as a business address, or residential telephone
number unless used as a business telephone number contained in a record that is filed.
    (f) A record obtained by the administrator through a designee of the administrator that is determined by a rule or
order under this act to have been either of the following:
    (i) Appropriately expunged from the administrator's records by that designee.
    (ii) Appropriately determined to be nonpublic or nondisclosable by that designee if the administrator finds that
this is in the public interest and for the protection of investors.
    (3) The administrator may disclose a record obtained in connection with an audit or inspection under section
411(4) or a record obtained in connection with an investigation under section 602 if disclosure is for the purpose of
a civil, administrative, or criminal investigation, action, or proceeding or to a person specified in section 608(1).

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2608 Uniformity and cooperation with other agencies.

Sec. 608.

    (1) The administrator shall, in its discretion, cooperate, coordinate, consult, and, subject to section 607, share
records and information with the securities regulators of 1 or more states, Canada or 1 or more of its provinces or
territories, 1 or more foreign jurisdictions, the securities and exchange commission, the United States department of
justice, the commodity futures trading commission, the federal trade commission, the securities investor protection
corporation, a self-regulatory organization, a national or international organization of securities regulators, federal
or state banking and insurance regulators, and any governmental law enforcement agency, in order to effectuate
greater uniformity in securities matters among the federal government, self-regulatory organizations, and state and
foreign governments.
    (2) In cooperating, coordinating, consulting, and sharing records and information under this section and in acting
by rule, order, or waiver under this act, the administrator shall, in the discretion of the administrator, take into
consideration in carrying out the public interest the following general policies:
    (a) Maximizing effectiveness of regulation for the protection of investors.
    (b) Maximizing uniformity in federal and state regulatory standards.
    (c) Minimizing burdens on the business of capital formation, without adversely affecting essentials of investor
protection.
    (3) The cooperation, coordination, consultation, and sharing of records and information authorized by this
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section includes:
    (a) Establishing or employing 1 or more designees as a central depository for registration and notice filings under
this act and for records required or allowed to be maintained under this act.
    (b) Developing and maintaining uniform forms.
    (c) Conducting a joint examination or investigation.
    (d) Holding a joint administrative hearing.
    (e) Instituting and prosecuting a joint civil or administrative proceeding.
    (f) Sharing and exchanging personnel.
    (g) Coordinating registrations under sections 301 and 401 through 404 and exemptions under section 203.
    (h) Sharing and exchanging records.
    (i) Formulating rules, statements of policy, guidelines, forms, and interpretative opinions and releases.
    (j) Formulating common systems and procedures.
    (k) Notifying the public of proposed rules, forms, statements of policy, and guidelines.
    (l) Attending conferences and other meetings among securities regulators, which may include representatives of
governmental and private organizations involved in capital formation, considered to be necessary or appropriate to
promote or achieve uniformity.
    (m) Developing and maintaining a uniform exemption from registration for small issuers and taking other steps to
reduce the burden of raising investment capital by small businesses.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2609 Judicial review.

Sec. 609.

    (1) Final orders issued by the administrator under this act are subject to judicial review pursuant to the
administrative procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328.
    (2) Rules adopted under this act are subject to judicial review pursuant to the administrative procedures act of
1969, 1969 PA 306, MCL 24.201 to 24.328.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2610 Applicability of sections; sales or offers to sell; purchases or offers to purchase; offer in this state;
acceptance in this state; publications; radio, television, or electronic communication; prohibited or
actionable conduct.

Sec. 610.

    (1) Sections 301, 302, 401(1), 402(1), 403(1), 404(1), 501, 506, 509, and 510 apply to a person that sells or
offers to sell a security if the offer to sell or the sale is made in this state or the offer to purchase or the purchase is
made and accepted in this state.
    (2) Sections 401(1), 402(1), 403(1), 404(1), 501, 506, 509, and 510 apply to a person that purchases or offers to
purchase a security if the offer to purchase or the purchase is made in this state or the offer to sell or the sale is
made and accepted in this state.
    (3) For the purpose of this section, an offer to sell or to purchase a security is made in this state, whether or not
either party is then present in this state, if either of the following apply to the offer:
    (a) It originates from this state.
    (b) It is directed by the offeror to a place in this state and received at the place to which it is directed.
    (4) For purposes of this section, an offer to purchase or to sell is accepted in this state whether or not either
party is then present in this state, if both of the following apply to the acceptance:
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    (a) It is communicated to the offeror in this state, the offeree reasonably believes the offeror to be present in this
state, and the acceptance is received at the place in this state to which it is directed.
    (b) It has not previously been communicated to the offeror, orally or in a record, outside this state.
    (5) An offer to sell or to purchase is not made in this state when a publisher circulates or there is circulated on
the publisher's behalf in this state a bona fide newspaper or other publication of general, regular, and paid
circulation that is not published in this state, or that is published in this state but has had more than 2/3 of its
circulation outside this state during the previous 12 months, or when a radio or television program or other
electronic communication originating outside this state is received in this state. A radio, television program, or
other electronic communication is considered as having originated in this state if either the broadcast studio or the
originating source of transmission is located in this state, unless any of the following are met:
    (a) The program or communication is syndicated and distributed from outside this state for redistribution to the
general public in this state.
    (b) The program or communication is supplied by a radio, television, or other electronic network with the
electronic signal originating from outside this state for redistribution to the general public in this state.
    (c) The program or communication is an electronic communication that originates outside this state and is
captured for redistribution to the general public in this state by a community antenna or cable, radio, cable
television, or other electronic system.
    (d) The program or communication consists of an electronic communication that originates in this state, but
which is not intended for distribution to the general public in this state.
    (6) Sections 403(1), 404(1), 405(1), 502, 505, and 506 apply to a person if the person engages in an act,
practice, or course of business instrumental in effecting prohibited or actionable conduct in this state, whether or
not either party is then present in this state.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2611 Service of process.

Sec. 611.

    (1) A consent to service of process complying with this section required by this act must be signed and filed in
the form required by a rule or order under this act. A consent appointing the administrator the person's agent for
service of process in a noncriminal action or proceeding against the person, or the person's successor, or personal
representative under this act or a rule adopted or order issued by the administrator under this act after the consent
is filed, has the same force and validity as if the service were made personally on the person filing the consent. A
person that has filed a consent complying with this subsection in connection with a previous application for
registration or notice filing need not file an additional consent.
    (2) If a person, including a nonresident of this state, engages in an act, practice, or course of business prohibited
or made actionable by this act or a rule adopted or order issued by the administrator under this act and the person
has not filed a consent to service of process under subsection (1), that act, practice, or course of business
constitutes the appointment of the administrator as the person's agent for service of process in a noncriminal action
or proceeding against the person, the person's successor, or personal representative.
    (3) Service under subsection (1) or (2) may be made by providing a copy of the process to the office of the
administrator, but it is not effective unless both of the following are met:
    (a) The plaintiff, which may be the administrator, promptly sends notice of the service and a copy of the process,
return receipt requested, to the defendant or respondent at the address given in the consent to service of process or,
if a consent to service of process has not been filed, at the last known address, or takes other reasonable steps to
give notice.
    (b) The plaintiff files an affidavit of compliance with this subsection in the action or proceeding on or before the
return day of the process, if any, or within the time that the court or the administrator in a proceeding before the
administrator allows.
    (4) Service as provided in subsection (3) may be used in a proceeding before the administrator or by the
administrator in a civil action in which the administrator is the moving party.
    (5) If the process is served under subsection (3), the court or the administrator in a proceeding before the
administrator shall order continuances as are necessary or appropriate to afford the defendant or respondent
reasonable opportunity to defend.
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History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

451.2612 Severability clause.

Sec. 612.

    If any provision of this act or its application to any person or circumstances is held invalid, the invalidity does not
affect other provisions or applications of this act that can be given effect without the invalid provision or
application, and to this end, the provisions of this act are severable.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.

ARTICLE 7
TRANSITION 

451.2701 Effective date.

Sec. 701.

    This act takes effect October 1, 2009.

History: 2008, Act 551, Eff. Oct. 1, 2009

451.2702 Repeal of MCL 451.501 to 451.818.

Sec. 702.

    The uniform securities act, 1964 PA 265, MCL 451.501 to 451.818, is repealed.

History: 2008, Act 551, Eff. Oct. 1, 2009

451.2703 Pending actions, prosecutions, or proceedings; predecessor act.

Sec. 703.

    (1) The predecessor act exclusively governs all actions, prosecutions, or proceedings that are pending or may be
maintained or instituted on the basis of facts or circumstances occurring before the effective date of this act, but a
civil action shall not be maintained to enforce any liability under the predecessor act unless commenced within any
period of limitation that applied when the cause of action accrued or within 3 years after the effective date of this
act, whichever is earlier.
    (2) All effective registrations under the predecessor act, all administrative orders relating to the registrations,
statements of policy, interpretative opinions, declaratory rulings, no action determinations, and all conditions
imposed upon the registrations under the predecessor act remain in effect for the same time period they would have
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remained in effect if this act had not been enacted. They are considered to have been filed, issued, or imposed under
this act, but are exclusively governed by the predecessor act.
    (3) The predecessor act exclusively governs any offer or sale made within 1 year after the effective date of this
act pursuant to an offering made in good faith before the effective date of this act on the basis of an exemption
available under the predecessor act.

History: 2008, Act 551, Eff. Oct. 1, 2009 
Compiler's Notes: For transfer of securities division of office of finance and insurance regulation from office of finance and insurance
regulation to department of licensing and regulatory affairs, see E.R.O. No. 2012-6, compiled at MCL 445.2034.
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