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‘Kickstarting’ New Business
By: John W. Campbell, Jr.

Riding the coattails of success from such crowdfunding sites like Kickstarter and Indiegogo, Illinois companies
are now allowed to take investments in exchange for equity through crowdfunding platforms, which will be
known as “equity crowdfunding.” Effective as of January 1, 2016, Illinois joined Indiana, Michigan and Wisconsin
in allowing crowdfunding. The Illinois crowdfunding law allows Illinois companies doing business in Illinois to
raise up to $4 million a year from investors located in Illinois.
One central aspect of the new Illinois law is that the traditional “accreditor investor” rule does not apply. Instead,
the law provides for an exemption allowing nonaccredited investors (those with a net worth less than $1 million
who make less than $200,000 per year) to invest up to $5,000 per company per year. Accredited investors
do not have that limit. For entrepreneurs and smaller startups, crowdfunding opens the door for them to raise
money from the general public, while also building brand loyalty by creating a potential customer base that
owns a portion of the business.
The recent Illinois law only applies intrastate, meaning that the companies and investors must be located in
Illinois. But this is not just happening in Illinois. A large number of states have enacted legislation to allow
intrastate crowdfunding within the confines of their own respective states. One of the reasons why many of
the states have enacted legislation on only an intrastate level, is because they were waiting for the federal
government to pass interstate regulation that would allow crowdfunding across state borders (i.e. interstate).
Nearly three years ago, the JOBS Act (Jumpstart Our Business Start-Ups) was signed into law, which allowed
businesses of smaller sizes to crowdfund without the need of filing S-1 registrations with the U.S. Securities
and Exchange Commission. However, interstate crowdfunding remained on hold while everyone waited for the
SEC to adopt its final rules. Last October, the SEC finally adopted final rules, and they became effective on
March 16, 2016. The final rules set limitations on how much companies can raise ($1 million each year) and
on how much can be sold to accredited and nonaccredited investors. They also require companies to make
certain financial disclosures.
One of the other requirements is that companies looking to raise capital through the use of crowdfunding must
do so through a registered funding portal, which will act as the internet intermediaries between the companies
and its potential investors. A number of such portals already exist, such as VestLo, ZacksCrowd, and truCrowd.
Businesses and investors alike should expect many more equity crowdfunding portals to be registered and to
compete in this growing hotbed of “new” money for small business entrepreneurs. Some estimates show that
equity crowdfunding projects in the U.S. have raised $662 million in the first quarter of 2015 alone.
If you would like to discuss these issues, please contact John W. Campbell, Jr. at (312)554-3126
or jcampbell@satcltd.com.
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SATC and Cybersecurity
By: John W. Campbell, Jr.

Cyber threats are in the news every day. We are proud to report that recently two members of our team, John W. Campbell, Jr., and Allison M. Adams,
gave a presentation to the Chicago Bar Association litigation committee on Current Cyber Security Issues from a Legal Perspective. Please let us
know if you would like the materials from this presentation. As the issues and importance of these matters rapidly expands, our team members have
become increasingly more involved in this topic, and have developed experience in helping clients evaluate cyber risks and security practices and
policies.  More information on this extremely important topic is sure to follow in future newsletters.

TRID: Major Rule Changes for Residential Real Estate Transactions
By: Alex M. Norlander and Andrew J. Annes

Last year, a new rule providing for significant changes to residential real estate transactions took effect and we continue to see changes in the closing
procedures and language utilized in that process. The Consumer Financial Protection Bureau has issued the TILA-RESPA Integrated Disclosure Rule
(“TRID Rule”) that amends two federal statutes, the Truth in Lending Act (“TILA”) and the Real Estate Settlement Procedures Act (“RESPA”), to integrate
a uniform set of disclosures to consumers. The TRID Rule applies to most closed-end consumer credit transactions that are secured by real property,
but does not apply to certain credit transactions, including, but not limited to, home equity lines of credit, reverse mortgages, and loans secured by a
mobile home. The TRID Rule also does not apply to loans made by a creditor that makes five or fewer mortgages in a calendar year.
Under the TRID Rule, the Good Faith Estimate and initial Truth-in-Lending Disclosure will be replaced by the Loan Estimate form, and the HUD-1
Settlement Statement and final Truth-in-Lending Disclosure will be substituted with the Closing Disclosure form. The lender, now referred to as the
“creditor,” must deliver the Loan Estimate no later than the third business day after receiving the consumer’s loan application. The buyer, now referred
to as the “consumer,” has ten business days after receipt of the Loan Estimate to decide whether to proceed with the transaction. The term “closing”
will now be replaced by the term “consummation.”
Similarly, the Closing Disclosure must be delivered no later than three business days before the consummation (the new term for “closing”) of the loan.
If there are changes or revisions to the Closing Disclosure, a new three-day waiting period may be required depending on the change. Additional
waiting periods arising from changes to the Closing Disclosure has the potential to result in critical delays in the transaction.
The creditor is ultimately responsible for providing the consumer with the Loan Estimate and the Closing Disclosure, however, creditors may
contract with settlement agents to complete the Closing Disclosure. It is not yet known the extent of the problems and issues that may arise due to the
implementation of the new TRID Rule. A clearer picture of the process for the subject mortgage transactions may be formed after October 3, 2015,
when creditors, settlement agents, consumers, and other related parties have had a chance to implement their own procedures to comply with the TRID
Rule. There are also detailed requirements for the protection of consumers’ Non Public Personal Information (“NPI”).
These new rules are rigorous and impose strict compliance penalties. A violation results in a $5,000 per day penalty, a reckless violation results in a
$25,000 per day penalty, and a knowing violation carries a million dollar per day penalty.
If you would like to discuss these issues, please contact Andrew J. Annes at (312) 554-3110 or aannes@satcltd.com.
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Substituting a Bond for Mechanic’s Lien – An Alternative Option to Clear Title While Litigating Subcontractor Disputes
By Phillip N. Coover

When a subcontractor files a mechanic’s lien against the property they can cause all sorts of issues with title and disbursement from construction
escrows, not to mention technical defaults under mortgages. Thankfully, Illinois has a brand-new a law (770 ILCS 60/38.1) which allows a general
contractor or property owner to obtain a bond and substitute that bond for the lien on the property. By substituting the bond for the lien, this clears
title on the property, and dismisses all other relevant parties to the property and potential mechanics lien case including the lender Bank and other
interested lienholders, and reduces the action to a simple dispute between the subcontractor and the general contractor or owner on the merits of the
subcontractors claim.
Mechanically, the general contractor or owner would have to obtain an eligible surety bond in the amount of 175% of the underlying mechanic’s lien
claim from an “A” rated insurer. The general contractor then files a petition that attaches a copy of the bond and the insurer’s license from the Illinois
Department of Insurance, and asks the court to substitute the bond. If approved, an order will be entered in recordable format which can be recorded
to clear title, and dismiss the nonrelevant parties.
Illinois is the last state to adopt this type of measure. Presently, insurers are cautious to provide this type of surety bond since it is so new. However,
SATC has located an insurance producer who works with these types of bonds in other states and is willing to procure a satisfactory eligible surety
bond for these types of situations. By clearing the property of the lien, the parties can focus on the merits of the underlying claim and not worry about
the lender Bank holding back on construction disbursements.
If you would like to discuss these issues, please contact Phillip N. Coover at (312) 554-3103 or pcoover@satcltd.com.

Lease or a License?
By: Lisa Ann Murphy

Frequently, the words “lease” and “license” are used interchangeably, although they have vastly different legal meanings. As with most matters law
related, the distinction is never so simple and the two differing concepts can become easily blurred. So what is the difference?
A lease is an agreement that conveys an exclusive possessory leasehold interest in property; whereas, a license is a mere privilege to act on
another’s property for a specific purpose and does not confer a possessory interest in the property. The notions of “exclusive possession” and “control” are
critical in examining the key components of a lease in comparison to a license. The ultimate distinguishing characteristic of a lease is that the landlord
surrenders exclusive possession of the premises to the tenant for a specific term or period. Further, a lease is generally only terminable upon either
(i) the expiration of the term of the lease; or (ii) a tenant act constituting a lease default for which the landlord has the right to terminate the lease as a
remedy. In contrast, a license is, under most circumstances, revocable at any time by the licensor and is otherwise terminable by either party. While
a lease is transferable, a license is personal to the licensee. Thus, a grant of permission does not extend to anyone beyond the person to which the
licensor has bestowed with such privilege.
The Illinois Supreme Court has iterated that a document must contain four essential elements to be construed a lease: (1) the extent and bounds of the
property; (2) the term of the lease; (3) the amount of rent; and (4) the time and manner of payment. However, the mere inclusion of the aforementioned
components will not necessarily cause a license to be deemed a lease. Conversely, a license agreement must have at a minimum the following: (1) a
clause allowing the licensor to revoke the license “at will”; (2) the licensor’s retention of absolute control over the property; and (iii) the licensor supplying
all essential services (i.e. utilities) required for the licensee’s permitted use of the property.
Simply captioning an agreement as a “lease” or a “license” will not necessarily make it so. Thus, Illinois courts will focus on the character of the agreement
itself and the intent of the parties, rather than the phraseology set forth in the document, to determine whether a possessory interest was intended to
be conveyed by the parties.
If you would like to discuss these issues, please contact Lisa Ann Murphy at (312) 554-3121 or lmurphy@satcltd.com.

