Final Clearinghouse Rule 21-057

ORDER OF THE
DEPARTMENT OF FINANCIAL INSTITUTIONS — SECURITIES

CREATING RULES

The Wisconsin Department of Financial Institutions —Division of Securities by this order creates ch. DFI-
Sec 11 of the Wisconsin Administrative Code, relating to continuing education requirements for
investment adviser representatives.

The scope statementforthisrule was approved by the Administrator of the Division of Securities on
February 1, 2021; approved by the Governoron February 19, 2021; and published in Administrative
Register No.783A1 on March 1, 2021. Commentsfromthe Legislative Council Rules Clearinghouse were
received on August 11, 2021. The proposedrule was approved by the Administrator of the Division of
Securities onJuly 14, 2021, and by the Governoron October 7, 2021.

ANALYSIS

1 Statutes interpreted:

Subchapter |V of chapter 551 of the Wisconsin Statutes.

2. Statutory authority:

Section 551.411 (8) of the Wisconsin Statutes.

3. Explanation of agency authority:

The above statute authorizes DFl to promulgate administrative rules requiring continuing education for
investment adviser representatives, or “IARs,” who are registered under Wis. Stat. § 551.404. See Wis.

Stat. §551.411(8) (“[A] rule adopted ororderissued underthis chapter may require continuing
education foran individual registered under § 551.404.”).


https://docs.legis.wisconsin.gov/document/statutes/551.411(8)
https://docs.legis.wisconsin.gov/document/statutes/551.404
https://docs.legis.wisconsin.gov/document/statutes/551.411(8)
https://docs.legis.wisconsin.gov/document/statutes/551.404
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Related statutes or rules:

The below-referenced administrative rules each relate to Chapter 551 of the Wisconsin Statutes, which
isthe uniform securities law in this state.

Plainlanguage analysis:

The proposed orderwould create ch. DFI-Sec 11 of the Wisconsin Administrative Code governing
continuing education forinvestment adviser representatives (IARs). The text of the proposedrulesis
consistent with the model rules forstate-registered IARs adopted by the North American Securities
Administrators Association (NASAA). ForlARs who are registered orrequiredto be registered in this
state, the proposed rule would implement the following provisions and have the following effects:

1)

2)

3)

4)

5)

6)

7)

IARs would be required to earn 12 credits of continuing education (CE) each year, including at
least 3 hours on the topicof ethics. Other required topics are professional responsibility and
products and practice content. These CE requirements will help ensure that professionals’
competencies remain up-to-date; inform them of relevant changesin industry practices,
products, and governinglaw; reinforce ethics rules and expectations; and foster public
confidence inregistered professionals asawhole.

Some registered IARs who complete CE courses through the Financial Industry Regulatory
Authority (FINRA), aself-regulatory organization, may earn up to 6 hours of CE credits that will
applyto certain requirements createdin this rule. Those IARs, as agents of FINRA member
broker-dealers, are subject to FINRA CE requirements.

An IARwho fails to comply with the proposed rule’s CE requirements by the end of a reporting
period may renew the IAR’s license at the close of that period under the registration status “CE
Inactive.” The IAR must maintain CE Inactive registration status until the completion of all
required CE credits. AnlAR with CE Inactive registration status at the close of the next reporting
periodisnoteligiblefor AR registration orrenewal of an IAR registration.

An IARwho was previously registered in this state and became unregistered must complete all
required CE creditsforall reporting periods occurring between the time thatthe IARbecame
unregistered and the time that the individual registered again.

An IARwhois registeredasan|ARin the IAR’s home state isin compliance with this state’s CE
requirements if the IAR meetsthe IAR’s home state requirements, which must be atleastas
stringentasthose in Wisconsin.

An IARwho holds a professional designation that qualifies the IARfora registration examination
waiverunder DFl rulesis considered to have met the CE requirements under certain specified
conditions.

An IARwho earns more than 12 creditsina reporting period may not carry those credits forward
to a future year.



8) The proposed rule authorizesthe Administrator of the Division of Securities to waive any
requirements specifiedin the rule.

6. Summary of, and comparison with, existing or proposed federal regulation:

IARs are registered with the statesin which they transact business. There is no existing or proposed

federal regulation concerning continuing education forthe registered representatives associated with
eitherstate-registered orfederal investment advisers.

7. Comparison with rules in adjacent states:

Wisconsin, like every otherstate inthe U.S., isa memberof the North American Securities
Administrators Association (NASAA), a national organization of state securities regulators. On
November 30, 2020, the NASAA membership voted to adopta model rule to require continuing
education by investment adviser representatives. There are at least 12 states that are currently taking
stepsto adoptthe model CE rule duringthe 2021 calendaryear, with 2022 as the firstyearin which CE
will be required. Itislikely thatvirtually all other states will adoptthe modelrule thereafter.
Substantively, the rules adopted by Wisconsin and adjacent states are likely to be identical, or nearly
identical, since theyare based on the NASAA model rule.

8. Summary of factual data and analytical methodologies:

The proposed changes are based on the NASAA model rules described above, as well as the experience
of the Division of Securities staff inregulating IARs in this state. The nature of these changes did not
demand or lend itself to analysis of field data.

o. Analysis and supporting documents used to determine effect on small businessorin
preparation of an economicimpact analysis:

These proposed rule changes have no material effect on small businesses.

10. Effect on small business:



None.

11. Agency contact person:

Leslie Van Buskirk

Administrator, Division of Securities
Wisconsin Department of Financial Institutions
PO Box 1768

Madison, WI 53701-1768

Leslie.VanBuskirk@dfi.wisconsin.gov

12. Place where comments are to be submitted and deadline for submission:

Comments may be submitted to the contact person shown below no laterthanthe date on which the
publichearing on this proposed rule orderis conducted. Information as to the place, date and time of
the publichearing will be published in the Wisconsin Administrative Register.

By mail: Matthew Lynch, Chief Legal Counsel, Department of Financial Institutions, PO Box 8861,
Madison, WI 53708-8861.

By e-mail: DFIComments@dfi.wisconsin.gov

Viathe department’s website: http://www.wdfi.org/statutes/ProposedRules.htm

Rule Text
SECTION 1. DFI-Sec11 iscreatedto read:
DFI-Sec 11 Investment adviser representative continuing education.

DFI-Sec11.01 Definitions.


mailto:Leslie.VanBuskirk@dfi.wisconsin.gov

(1) “Approved content” meansany materialsthatare approved by NASAA for use by an
authorized provider as part of an educational program foran IAR.

(2) “Authorized provider” meansapersonapproved by NASAA to provide approved content.
(3) “Broker-dealer” hasthe meaninggivenins.551.102 (4), Stats.

(4) “Credit” meansa unitof instructioninapproved contentthatis atleast 50 minuteslong.
(5) “FINRA” meansthe Financial Industry Regulatory Authority.

(6) “Home state” meansthe state in whichthe IAR has its primary place of business.

(7) “IAR ethicsand professional responsibility content” means approved content that addresses
an IAR’s ethical and regulatory obligations.

(8) “IAR productsand practice content” means approved contentthataddressesan|AR’s
continuingskills and knowledge regarding financial products, investment features, and
practicesinthe investmentadvisory industry.

(9) “Investmentadviserrepresentative” or “IAR” has the meaninggivenins. 551.102 (16), Stats.

(10)“NASAA” means the North American Securities Administrators Association, its designee, ora
designee of its Board of Directors.

(11) “Reporting period” means one 12-month period, as determined by NASAA, during which an
IARis required to meetthe credit requirements specified in this chapter.

DFI-Sec11.02 IAR continuing education, reporting requirements. (1) AnlAR who complieswiththe
registration requirements underss. 551.404 and 551.406, Stats., shall complete all of the following
duringthe IAR’sreporting period:

(a) IAREthics and Professional Responsibility Requirement. Atleastsix credits of IAR ethicsand
professionalresponsibility content, at least 3 of which shall be ethics content.

(b) IARProducts and Practice Requirement. At leastsix credits of IAR products and practice
content.

(2) AnlAR’sinitial reporting period begins on January 1 of the first calendaryear beginning afterthe
individualisrequired to comply with the registration requirements as described in ss. 551.404 and
551.406, Stats.

DFI-Sec11.03 Agent of FINRA-registered broker-dealer compliance. AnlARwhois alsoregisteredasan
agentof a FINRAmemberbroker-dealerand who complies with FINRA’s continuing education
requirementsisin compliance with the products and practice requirement of s. DFI-Sec11.02 (b) for
each applicable Reporting Period if the FINRA continuing education content meets all of the following
criteria:



(1) Focusesoncompliance, regulatory, ethical, and sales practice standards.

(2) Is derived fromstate and federal investment advisory statutes, rule and regulations, securities
industry rules and regulations, and accepted standards and practices in the financial services
industry.

(3) Requiresthatits participants demonstrate proficiency in the subject matter of the educational
materials.

DFI-Sec 11.04 Credentialing organization continuing education compliance. An IARwho holdsa
professional designation that qualifies the IARforan examination waiverunder s. DFI-Sec5.01 (4) (d) is
incompliance with s. DFI-Sec11.02 if all of the followingare true:

(1) The AR completesthe credits of continuing education needed as a condition of maintaining the
professional designation duringthe relevant reporting period.

(2) The credits of continuing education completed by the IAR duringthe relevant reporting period
are mandatory to maintain the professional designation.

(3) The educational content provided by the credentialing organization duringthe relevant
reporting periodis approved content.

DFI-Sec11.05 IAR continuing educationreporting. An IARisresponsible forensuringthatan
authorized provider reports the completion of the IAR’s continuing education requirements described in
s. DFI-Sec11.02 to NASAA’s course reporting database hosted by FINRA. The division of securities may
access an IAR’s continuing education status through FINRA.

DFI-Sec11.06 No carry-forward. An IARwho completes continuing education credits duringareporting
periodinexcess of the amountrequired under DFI-Sec 11.02 may not carry forward excess creditstoa
subsequentreporting period.

DFI-Sec11.07 Failure to complete continuing education requirements; registration status. AnlAR who
failsto comply with this chapter by the end of a reporting period may renew in this state at the close of
the calendaryear, although the IARwill have the registration status of “CE Inactive”, and shall maintain
that status until the IAR completes and reports all required IAR continuing education creditsforall
reporting periods as required by thisrule. An IARwho remains in CE Inactive registration status at the
close of the next calendaryearis noteligiblefor IAR registration or renewal of an IAR registration.

DFI Sec 11.08 Unregistered periods. An IARwho was previously registered underss. 551.404 and
551.406, Stats., and became unregistered must complete all required IAR continuing education credits
for all reporting periods that occurred between the time that the IAR became unregistered and the time
that the individualregistered again underss. 551.404 and 551.406, Stats., unlessthe IARtakesand



passesthe examination described in DFISec5.01 (3) or receives an examination waiver as describedins.
DFI-Sec5.01 (4) in connection with the subsequent application forregistration.

DFI-Sec11.09 Discretionary waiver. The administrator of the division of securities may waive any
requirements of the rulesin this chapter.

DFI-Sec11.10 Home state. An |IARregisteredorrequiredtobe registeredinthisstate whoisregistered
as an IARinthe lAR’s home state is in compliance with the continuing education requirementsin this
chapterif all of the following are true:

(1) The continuingeducationrequirementsinthe IAR’shome state are at least as stringent as the
requirementsin this chapter.

(2) ThelARisin compliance withthe IAR’shome state’s IAR continuing education requirements.

SECTION 2.

DFI Sec 11.11 Effective date Thisrule shall take effect on the first January 1 following publicationinthe
Wisconsin Administrative Register as providedins. 227.22 (2) (intro.), Stats.

Date: July 14, 2021 By:

Leslie M. Van Buskirk
Administrator, Division of Securities



