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ORDER OF THE 

OFFICE OF THE COMMISSIONER OF SECURITIES 

STATE OF WISCONSIN 

ADOPTING AND AMENDING RULES 

RELATING TO a comprehensive revision of the 
rules. of the Cornrnissioner of Securities concerning 
the oper~tion of Ch. 551, Wis. Stats., the Wisaonsin 
Uniform Securities Law, and of Ch. 553, Wis. 
Stats., the Wisconsin Franchise Investment Law, 
with respeet to definitions, registration exemptions, 
registration requirements and procedures, securities 
broker-dealer and investment adviser licensing 
requirements and procedures, fraudulent practices, 
fees and administrative procedure. 



Analysis Prepared by the 
Office of the Commissioner of Securities 

Relating to Arnendments in Final Adopted Form to 
Rules of the Commissioner of Securities 

(a) Findings of Fact 

(1) 

(2 ) 

(3 ) 

The Office of the Commissioner of Securities has 
made a comprehensive review of its Administrative 
Rules promulgated under the Wisconsin Uniform . 
Securities Lawand the Wisconsin Franchise Invest­
ment Law for the following purposes: m~king clari­
fications to existing rule provisions where 
language is vagu e or ambiguous; adopting or 
amending rules necessary to effectively regulate 
new circum~tances or developments which have 
occurred in the industry and the marketplace that 
require regulatory treatment; to formally adopt 
and incorporate by reference certain specific 
securities registration guidelines previously 
adopted by national and regional securities 
administrators associations of which Wisconsin is 
a member; to adopt a number of recommendations 
made by the Commissioner's Advisory Committee on 
Investment Advisers Professional Responsibility in 
its October, 1977 Committee Report; to adopt the 
Uniform Franchise Registration Application Form and 
Guideline adopted by a national association of 
administrators of franchise laws of which Wisconsin 
is a member; and to incorporate language and st yle 
changes throughout the Rules that were suggested 
by the Legislative Reference Bureau when it made 
an analysis during May of 1980 of the language and 
format of the Rules in their current form. 

Copies of the Comment Draft of the Proposed Rule 
Revisions containing Explanatory Notes to each 
amended section were distributed to the general 
public, securities licensees and registrants, 
franehise registrants, securities lawand franehise 
law practitioners, securities and franchise trade 
associations and regulatory bodies, and to other 
interested persons, soliciting written comments 
on the proposed revisions or testimony at the 
public hearing that was held on September 10, 
1980 in Room 318 Southwest of the State Capitol in 
Madison, Wisconsin. 

During the comment period, five letters were 
received setting forth specific comments on the 
proposed revisions, and at the public hearing 
testimony was presented by four persons (other 
than staff) who set forth additional comments. 
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(4) Several of the. comments presented in the letters 
and hearing testimony resulted in changes and 
modifications of the Proposed Rules as identified 
in sub. (c) of this Analysis. 

(5) Pursuant to the provisions of sec. 227.025, Wis. 
Stats., authorization was requested and received 
from the Wisconsin Attorney General and the Revisor 
of Statutes permitting the incorporation by reference 
of specific securities registration and franchise 
registration guidelines adopted by national associ­
ations of securities and franchise administrators 
of which Wisconsin is a member. 

(6) It is appropriate in the public interest and for 
the protection of investors for the Wisconsin 
Commissioner of Securities to exercise his authority 
under secs. 551.63(2) and 553.58, Wis. Stats., for 
the purpose of cooperating with the securities and 
franchise administrators of other states in pre­
scribing rules with a view to achieve uniformity 
in the form and content of registration statements, 
to adopt and incorporateby reference the securities 
registration policies adopted by national securities 
administrators associations of which Wisconsin is a 
member as set forth in Sections 45, 46, 48, 49, 50 
and 51 of the Proposed Rules, and to adopt the 
Uniform Franchise Registration Application and 
Guidelines for Preparation of the Uniform Franchise 
Offering Circular as adopted by a national admin­
istrators association of which Wisconsin is a 
member, as set forth in Section 151 of the Proposed 
Rules. 

(7) It is appropriate in the public interest and for 
the protection of Wisconsin investors for the 
Commissioner to exercise his rule-making authority 
under secs. 551.52(4), 551.63(1), 551.63(2) and 
553.58(1), Wis. Stats., to make, amend and 
rescind permanent rules in their final adoptedform 
asattached to carry out the purposes of the 
Wisconsin Uniform Securities Lawand the Wisconsin 
Franchise Investment Law. 

(b) Statement Explaining Need for Proposed Rules 

The statutory rule-making procedures under Chapter 
227 of the Wisconsin Statutes are being implemented in 
this matter for the purpose of making a comprehensive 
revision to the Rules of the Commissioner of Securities 
currently in effect promulgated under the Wisconsin 
Uniform Securities Law, Chapter 551, Wis. Stats., and 
under the Wisconsin Franchise Investment Law, Chapter 
553, Wis. Stats. . 
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Virtually all of the Chapters of the Rules of the 
Commissioner of Securities under those two Laws contain 
revisions, and each Section in the permanent rules that 
adopts, repeals or amends a rule is followed by a 
separate COMMENT which discusses the nature of the 
revision as well as the rationale behind, and/or the 
necessity for, it. 

The principal areas of the revisions to the Rules 
under the Wisconsin Uniform Securities Law include: 
(1) eliminating a contemporaneous-filing requirement 
for qualifying for use of certain registration exemptions 
(Sections 3 and 4).; (2) adopting several securities 
registration policies ratified by national securities 
administrators associations of which Wisconsin is a 
member (see Sections 45 to 51); (3) amending numerous 
sections of the securities broker-dealer and agent 
licensing provisions dealing with ~ecordkeeping and 
reporting requirements, as well as rules of conduct and 
prohibited business practices, to implement recommenda­
tions by the Licensing and Regulation Divisionstaff as 
aresult of its experience in conducting literally 
hundreds of field examinations of the offiees of 
broker-dealersi (4) amending several sections of the 
investment adviser licensing requirements to parallel 
the broker-dealer amendments where appropriate, and 
adopting numerous recommendations made by the Commissioners' 
Advisory Committee on Investment Adviser Professional 
Responsibilityin its October, 1977 Committee Report 
dealing with investment adviser recordkeeping require­
ments, rules of conduct and prohibited business practices; 
and (5) incorporating language and st yle changes through­
out Chapters 1 through 9 of the Rules that were suggested 
by the Legislative Reference Bureau when it made an 
analysis of the language and format of the Rules in 
their current form in May of 1980. 

The principal areas of the revisions to the Rliles 
under the Wisconsin Franchise Investment Law include: 
(1) replacing the current franchise offering circular 
disclosure requirements and review guidelines with the 
Uriiform Franchise Registration Application Form and 
Guidelines adopted by a national association of admin­
istrators of franchise laws of which Wisconsin is a 
member (Section 151) i (2~ making the quarterly sales 
report filing requirement for registered franchisors 
discretionary upon order of the Commissioner rather 
than mandatory (Section 154); and (3) incorporating 
language and st yle changes throughout Chapters 31 to 15 
of the Rules as suggested by the Legislative Reference 
Bureau. 

Preliminary drafts of all the revisions were 
submitted to the Legislative Reference Bureau in May, 
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1980 for their review a~d analysis regarding form and 
content, and the form of the r~visions in the Proposed 
Rules incorporates their comments. Copies of the Comment 
Draft of the Proposed Rule Revisions containing Explanatory 
Notes to ea ch amended section were distributed to the 
general public, securities licensees and registrants, 
franehise registrants, securities lawand franchise law 
practitioners, securities and franchise trade associ­
ations and regulatory bodies, and to other interested 
person's solici ting wri tten comments on, the proposed 
revisions or testimony at the public hearing that was 
held on September 10, 1980 in Room 318 Southwest of 
the State Capitol in Madison, Wisconsin. During the 
comment period, five letters were received setting 
forth specificcomments, and at the public hearing, 
testimony was presented by four persons (other than 
staff) who set forth additional comments. Several of 
the comments presented in the letters and hearing 
testimony resulted in changes and modifications of 
the Proposed Rules as identified in sub. (e) of this 
Analysis. In addition, authorization was requested 
and was received from the Wisconsin Attorney General 
and the Revisor of Statutes (by letter under date of 
October 2, 1980) permitting the incorporation by 
reference of securities and franchise registration 
policies and gUidelines adopted by national associ­
ations of securities lawand franchise law admin­
istrators, of which Wisconsin is a member. 

(e) Explanation of MOdification9 Made as aResult of Public 
Hearing Testimony 

--Page 8, lines 6 and 7. The words "maximum value" 
are stricken and the added phrase beginning with 
the words "offering price ... " results from 
comments received and clarifies the section by 
substituting objective criteria for the vague term 
"maximum value." 

--Page 25, lines 4, 5 and 6. The numbering of the 
Rule cited in ea ch line is changed as aresult of 
the deletion of a section (see following item) 
initially proposed to be adopted. 

--Page 28, line 14. Section 51 of the prior draft 
of revisions is deleted from this draft. The 
prior section contained a proposed securities 
registration'policy involving Indemnification of 
Affiliated Persons and would ,have been incor­
porated by reference if it had been ratified by 
the Midwest Securities Commissioners Association 
at its August, 1980 meeting. However, because the 
Association did not ratify the Indemnification 
policy at the meeting, it is not being adopted. 
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--Page 37, lines 17 and 18. The addition of the 
last clause of the section beginning with the 
phrase "that would constitute ... " results from 
comments received and is intended to give guidance 
to a broker-dealer that the "complaint" referred 
to in the Rule must relate to a matter of sub­
stance (i.e., something that would constitute a 
violation of a law or rule) 'and not just an 
incidental mattere 

~-Page 38, lines 9 through 11. Thelast phrase 
beginning "or, if the customer refuses . .. " 
results from comments received and recognizes the 
fact that there are and will continue to be 
instances in which customers refuse to provide the 
information required under the Rule, and that in 
those circumstances, it is unfair for such a situation 
to result in a broker-dealer being in violation of 
a recordkeeping requirement the firm could not 
comply with. 

--Page 47, line 8. The words "or appropriate" were 
added to make the language of the Rule consistent 
with the statutory language under sec. 551.63(2), 
Wis. Stats., corresponding to the kind of finding 
that must be made by the Commissioner before he 
can exercisehis statutory authority to issue a 
discretionary order waiving broker-dealer record­
keeping requirements. 

--Page 48, lines 13 and 14. The phrase beginning 
"unless otherwise permitted . .. " provides the 
Commissioner with flexibility to allow a con­
firmation-based recordkeeping system where the 
broker-dealer can justify that such system is 
workable and meets the requirements of the Rule. 

--Page 62, line 8. The words "or appropriate" are 
added paralleling an identical change two items 
above to make the language of the Rule consistent 
with the Commissioner's statutory authority under 
sec. 551.63(2), Wis. Stats. 

--Page 78, lines 1, 7 and 13. The numbering of the 
section is changed in order to provide that the 
section has at least two subsections, as required 
for rule-drafting form purposes. 

(d) List of Persons Appearing or Registering at Public 
Hearing 

--Mr. Henry M. Merrill, Milwaukee, Wisconsin, 
representing the Wisconsin Association of Securities 



-6-

Dealers and Paine Webber, Jackson & Curtis, Inc., 
a broker-dealer licensed in Wisconsin. 

--Mr. Michael T. Sullivan, representing National 
Development and Investments, Inc., 13555 Bishop's 
Court, Brookfield, Wisconsin 53005. 

--Attorney Joseph P. RiIdebrandt, One South Pinckney 
Street, Madison, Wisconsin 53701. 

--Attorney Terry F. Peppard, 222 West Washington 
Avenue, Madison, Wisconsin 53701. 

--Randall E. Schumann, General Counsel of the agency's 
staff, made an appearance on behalf of the staff 
and submitted documents and information for the 
record before the Commissioner of Securities who 
acted as the hearing offieer. 

--Staff members Ronald J. Burtch, James R. Fischer 
and James R. Conohan, Division Administrators of 
the agency's Licensing and Regulation, Registration 
and Franchise Divisions, respectively, made appear­
ances on behalf. of the staff relating to Rule 
revisions involving their respective divisional 
authority. 

--Comment letters received: 

September 5, 1980, Loomis, Sayles & Company, 
Inc., 225 Franklin Street, Boston,Massachusetts 
02110. 

September 5, 1980, Attorney Terry F. Peppard, 
222 West Washington Avenue, Madison, Wisconsin 
53701. 

September 9, 1980, Attorney Joseph P. RiIdebrandt, 
One South Pinckney Street, Madison, Wisconsin 
53701. 

September 15, 1980, Stein Roe & Farnham, 150 
South Wacker Drive, Chicago, Illinois 60606. 

September 15, 1980, Securities Industry 
Association, 20 Broad Street, New York, New 
York 10005. 

(e) Response to Legislative Council/Rules Clearinghouse 
Report Recommendations 

(1) Acceptance of recommendations in whole. 

--The Rules Clearinghouse comment under (1) Statutory 
Authority suggested that referenee to sees. 551.52(4) 
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and 551.63(2), Wis. Stats., should be included 
within the listing of relevant statutory authority 
to adopt the proposed Rule changes. Accordingly, 
those additional sections are cited in para. (7) 
of the Findings of Fact in sub. (a) of this Analysis. 
In addition, when the Order Adopting Rules is 
promulgated, it will include a citation to those 
two sections in the preamble setting forth the 
statutory authority of the agency to adopt the 
Rules. 

--The Rules Clearinghouse cornrnent under (1) Statutory 
Authority states that either the introduction to 
or the analysis in Clearinghouse Rule 80-128 
should contain a finding by the Commissioner 
pursuant to sees. 551.63(2) and 553.58(2), Wis. 
S ta ts., that' "no rule, form or order may be made, 
a~ended or rescinded unless the cornrnissioner finds 

, the action is necessary or appropriate in the 
public interest and for the protection of investors." 
Accordingly, section (a) of this Analysis contains 
that finding in sub~ (6) thereunder, and the same 
finding will be included in the Analysis and preamble 
of the Order Adopting Rules. 

--The Rules Clearinghouse cornrnent under (1) Statutory 
Authority refers to the requirements of sec. 
227.025, Wis. Stats., which provides that an 
agency may incorporate standards by reference with 
the consent of the Attorney General and Revisor of 
Statutes. Accordingly, the Office of the Cornrnissioner 
of Securities sent'on August 26, 1980, a letter 
enclosing information and documents to the Wisconsin 
Attorney General and the Revisor of Statutes 
requesting approval for the incorporation by 
reference of the securities registration guidelines 
in Sections 45 to 51 of the Proposed Rules and for 
the Guidelines for Preparation of the Uniform 
Franchise Offering Circular and related documents 
set forth in Section 151 of the Proposed Rules. 
By letter dated October 2, 1980, the Wisconsin 
Attorney General and the Revisor of Statutes per­
mitted this agency to incorporate by reference the 
subject securities registration and franchise 
registration standards adopted by national regulatory 
organizations of which Wisconsin is a member. 

--The Rules Clearinghouse cornrnent under (5) Clarity, 
Grammar, Punctuation of Plainness noted four 
typographical-type errors which havebeen incor­
porated in the enclosed proposed final draft form 
of the Rules. 
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(2) Acceptance ofrecommendations in part. 

--The Ru1es C1earinghouse comment under (2) Form , 
St yle and PIacement in Administrative Code noted 
that Section 144 of the Proposed Ru1es created a 
section with one subsection and at Section 163 

/ breated a Chapter with one section. The Ru1es 
C1earinghouse comment stated that the Administrative 
Ru1e Drafting and ProcedureJ'.1anua1 prepared by the 
Assistant Revisor of Statutes indicates that such 
practice s shou1d be avoided if po~sib1e. According1y, 
the numbering of Section 144 was revised to provide 
for two subsections. However, Section 163 which 
created a Chapter with one section was not changed, 
the reason being that after discussion of the item 
with the Revisor of Statutes Offiee, it was the 
Revisor's conclusion that having a Chapter with one 
section was permissib1e under the particu1ar facts 
of this revision inasmuch as the Chapter invo1ved 
contained only a 1isting of Forms. 

(3) through (4) 

--Not app1icab1e. 

* * * * * 



Xt is appropriate in the public inte~est and for the 
protection of Wisconsin investors for the Commissioner 
to exercise his rule-making authority under sees. 
551.52(4), 551.63(1), 551.63(2) and 553.58(lL Wis. 
Stats., to make, amend and rescind permanent rules in 
their final adopted form as set forth below to carry 
out the purposes of the Wisconsin Uniform Securities 
Lawand the Wisconsin Franchise Investment Law. 

SECTION 1. Section SEC 1.02 (intro.) of the Wis. Adm.· 

Code is· amended to read: 

SEC 1.02 Definitions. (intro. ) In eftap~er ch. 551, 

Stats., and eftese-r~~es chs. SEC 1 to 9, Wis. Adm. Code, and 

unless the context otherwise requires: 

SECTION 2. Section SEC 1~02(6) (a) of the Wis. Adm. 

Code is amended to read: 

SEC 1.02(6) (a) Any investment in a common enterprise 

with the expectation of profit to be derived through the 

essential managerial efforts of someone other than the 

investor. Fer-efte-Ell:ir1?eses-ef In this subsection, a "common 

enterprise" ~s-efie means an ~nterprise in which the fortunes 

of the investor are interwoven with and dependent upon the 

efforts and successes of those se~king the investment of a 

eft~ra 3rd partYi and 

SECTION 3. Section SEC 2.01(1) (a)l. of the Wis. Adm. 

Code is amended to read: 

SEC 2.01(1) (a)l. The enterprise is a public utility 

described under seee~efi s. 551.22(6), W~s~ Stats., having 

securities xegistered under section 12 of the securities 

exchange act of 1934, or is a wholly-owned subsidiary of one 

or more of such utilitiesT-afia-a-fiee~ee-ef-efte-1?re1?esea 



SECTION 4. Section SEC 2.01(1) (a)2. of the Wis. Adm. 

Code is amended to read: 

SEC 2.01(1) (a}2. Any securities of the enterprise, or 

any securities of an unconditiona1 guarantor of all payments 

under the 1ease, sale or 10an arrangement, are exempt under 

Wisõ-Aeffiõ-eeee-seeeiefi s. SEC 2.01(7), Wis. Adm. Code,-afie 

fieeiee-e~-ehe-p~epesee-e~~e~ifig-ifie~tl~iftg-ehe-e~~e~ifi§ 

seaeeffiefte-e~-p~espeeetls-is-~i~e~-w~eh-ehe-eeffiffi~ss~efie~-p~~e~ 

ee-ehe-e~~erifi~; or 

SECTION 5. Section SEC 2.01(1) (a)3. of the Wis. Adm. 

Code is amended to read: 

SEC 2.01(1) (a)3. A notice of the proposed offering is 

fi1ed with the commissioner prior to the offering, including 

a trust ind~nture meeting the requirements of W~Sõ-A~ffiõ-eede 

seee~eft s. SEC 3.24, Wis. Adm. Code, an official statement 

or a prospectus meeting the ~equirements of W~Sõ-A~ffiõ-eeee 

seeei~ft s. SEC 3.23, Wis. Adm. Code, and such additional 

information as the commissioner may require, and the commis­

sioner does not by order deny the exemption within 20 days 

of the date the notice is filed. 

SECTION 6. Section 2.01(3) (a) of the Wis. Adm. Code is 

amended to read: 

SEC 2.01(3) (a) Any evidenee of debt issued by a 

domestic non-profit corporation to persons other than its 

members is exempted under s. 551.22(8), Stats., if the 

issueror a licensed broker-dealer fi1es a notice of the 

proposed issuance ~ft-ehe-~e~ffi-~~ese~~bee-by with the commis­

sioner prior to the offering, inc1uding: a trust indenture 
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meeting the requirements of Wis~-Aaffi~-eeae-8eee±eft s. SEC 

3.24, Wis. Adm. Code, under which s~eft the evidence of debt 

is proposed to be issued; a prospectus describing the issueri 

the trust indenture and the evidence of debt proposed to be 

issued, which shall be given or sent to each person to whom 

an offer of such evidence of debt is made at the time or 

times specified in Wis~-Aaffi~-eeae-seeeieft s. SEC 3.23(l)L 

Wis. Adm.Code; and such additional information as the 

commissioner may require; and the commissioner does not by 

order deny or revoke the exemption within 10 days. 

SECTION 7. Section SEC 2.01(6) (a) of the Wis. Adm. 

Code is amended to read: 

SEC 2.01(6) (a) The issuer files with the commissioner 

prior to the offering a notice of the proposed issuance and 

such additional information as he-ffiay-~e~~i~e the commissioner 

may require, and the commissioner does not by order disallow 

the exemption withiri 10 dayst or 

SECTION 8. Section SEC 2.02(3) (a) of the Wis. Adm. 

Code- is amended to read: 

SEC 2.02(3) (a) With respect to a security qualifying 

under s~bseee±eft-*3~*e~-ehe~eef s. 55l.23(3) (c), Stats. I the 

issuer or a licensed broker-dealer files a notice of the 

proposed sale ift-ehe-fe~ffi-~~ese~ibea~by with the commissioner 

prior to the offering, including the latest prospectus filed 

under the securities act of 1933 describing the securities 

proposed to be sold, and the information concerning the 

public market for the security specified in W±s7-Aaffi~-eeae 
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see'i:.:i:efi s. SEC 3.02(1) (b), v-lis. Adm. Code. 5tieft The exemption, 

unIess denied or revoked by order of the commissioner within 

10 days, is effective so long as the issuer is filing 

periodic information, documents and reports under section 

15(d) of the securities exchange act of 1934. 

SECTION 9. Section SEC 2.02(3) (b) of the Wis. Adm. 

Code is amended to read: 

SEC 2.02(3) (b) With respeet to a security qualifying 

under S1::iBSeee:i:efi-f3t-feH---ehepee€ s. 551.23 (3) (d), Stats., the 

issuer 'or an applicant files with the commissioner prior to 

the offering a notice of the proposed sale, including: the 

prospectus used in the most recent offering of the securities 

proposed to be sold; any information specified in W:i:s.-Aeffi. 
. . 

eeee-seee:i:efis ss. SEe 3.22 and 3.23, Wis. Adm. Code, and not 

contained in the filed prospectus; the trust indenture, if 

any, under which the securities proposed to be sold are 

issued; the information concerning the public market for the 

securi ty specified in W:i:s.-Aeffi.-eeee-see-e:i:efi ~ SEC 3.02 (1) (b) 1-

Wis. Adm. Code; a balance sheet of the issuer as of the end 

of the last fiscal year of the issuer preceding the date of 

filing .and statements of income and changes in financial 

position and analysis of surpIus for such fiscal year meeting 

the requiiements of W:i:s.-Aeffi.-eeee-see~:i:efi s. SEC 7.06, Wis. 

Adm. Code; an undertaking to file with the commissioner 

within 120 days (180 days with respeet to a corporation 

organized and operated not for private profit but exclusively 

for religious,/educational, benevolent or charitable purposes) 

after the end of each fiscal year of the issuer comparable 
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finaneial statements of the issuer for eaeh such fiseal 

yeari and an undertaking to furnish the eommissioner with a 

written report within 30 days after the happening of any 

material event affeeting the issuer or the securities 

proposed to be sold. Stleft The exemption, unless.disallowed 

by order of the eommissioner within 10 days; is effeetive so 

,long as the information ,required to be furnished is kept 

eurrent. 

SECTION 10. Seetion SEC 2.02(4) of the Wis. Adm. Code 

is repealed. 

SECTION 11. Seetions SEC 2.02(5), (6), (7), (8), (9), 

(10) and (11) of the Wis. Adm. Code are renumbered seetions 

SEC 2.02(4), (5), (6), (7), (8), (9) and (10), respeetively. 

SECTION 12. Seetion SEC 2.02(5) (e) of the Wis. Adm. 

Code, as renumbered, is amended to read: 

SEC 2.02 (5) (e) A reasonable eommission or fee may be 

paid to a broker-dealer lieensed in this state for service s 

rendered in eonneetion with a sale of securities effeeted 

undei ~ftese-See~~efis ss. 551.23(10) or (11), Stats.i a 

eommission or tee will 'be presumed reasonable if it does not 

exeeed the amount permittedunder W~s7-Aeffi7-eeee-see~~efi s. 

SEC 3~01(1), Wis. Adm. Codei and 

SECTION 13. Seetion SEC 2.02(5) (d)l. of the Wis. Adm. 

Code, as renumbered, is amended to read: 

SEC 2.02(5) (d)l. Any.offer or sale of a interests in a 

limited partnership, irrespeetive of the kind of assets held 

or business engaged in by the partnership, any investment 

eontract irrespeetive of the kind of assets held or business 
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engaged in by the enterprise, or any certiticate of interest 

or participation in an oil, gas or mining title or lease or 
I 

in payments out ot production under stieft the title or lease, 

if the aggregate ffiaR~ffitiffi-Va~tie oftering price or face amount, 

whichever is greater, of all securities to be offered by or 

on behalf of the issuer, together with the value of any 

securities sold to persons in this state by or on behalf of 

the issuer during the prior 12 months, exceeds $100,000, 

unless prior to the offering the issuerfiles a notice of 

Stieft the proposed offer or sale with the commissioner, 

including any prospectus, circular or other material to be 

delivered to offerees, and such other information as the 

commissioner may require, and the commissioner does not by 

order withdraw, deny or revoke the exemption within 10 daysi 

SECTION 14. Section SEC 2.02(6) of the Wis. Adm. Code, 

as renumbered, is amended to read: 

SEC 2.02(6) Notice of an offer to existing security 

holders exempted under seee:i:el't ~ 551. 23 (12), W~s. Sta ts. , 

shall be filed ~l't-efte-fe~ffi-p~ese~:i:bea-by with the commissioner 

prior to the offering, and shall include any prospectus, 

circular or other material to be delivered to offerees in 

connection with such transaction. 

SECTION 15. Section SEC 2.02(9) (intro.) of the Wis. 

Adm. Code, as renumbered, is amended to read: 

SEC 2.02(9) (intro.) Notice of an offer of an evidence 

of debt ot a non-prof it corporation exempted under seee:i:el't 
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s. 551.23(15), W~S~ Stats., shall be filed ~fi-~he-fe~ffi 

~~ese~~bee-by with the eommissioner prior to the offering, 

and shall inelude: a trust indenture meeting the require­

mentsof W~s~-Aeffi~-eede-see~ieft ~ SEC 3.24, Wis. Adm. Code, 

under whieh the evidenee of debt is proposed to be issuedi a 

prospeetus deseribing the issuer, trust indenture and evidenee, 

of debt proposed to be issued, whieh shall be given or sent 

to eaeh person to whom an offer of such evidenee of debt i~ 

made at the time or times speeified in W~s~-Adffi7-eede-seeeieft 

s. SEC 3.23(1), Wis. Adm. Codei such additional information 

as the eommissioner may requirei and 

SECTION 16. Seetion SEC 2.02(9) (a) of the wis. Adm. 

Code, as renumbered, is amended to read: 

SEC 2.02(9) (a) With respeet to an offer qualifying 

under s~bsee~ieft-f±5~fa~-~hereef s. 551.23(15) (a), Stats., a 

signed or conformed opinion ot ecunsel for the issuer or 

other evidenee satisfaetory to the eommissioner with respeet 

to the validity and rank of the lien of the mortgage or deed 

of trust and evidenee satisfaetory to the eommiss,ioner that 

the total amount of the securities proposed to be offered 

does not exeeed 50% of the then fair market value of the 

land and buildings ineluded in s~eh the mortgage or deed of 

trust, less the amount of any unpaid speeia1 assessment 

taxesi or 

SECTION 17. Seetion SEC 2.02(9} (b) of the Wis. Adm. 

Code, as renumbered, is amended to read: 

SEC 2.02(3) (b) With respeet to an offer qua1ifying 

under ~~~see~ieR-+~§~+~~-th9~9Q~ s. 551.23(15) (b), Stats., a 
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baIanee sheet of the issuer as of the end of the last fisea1 

year of the issuer pieeeding the date of fi1ing, and statements 

of ineome and ehangeS in finaneia1 position and an .ana1ysis 

of surpIus of the issuer for eaeh of its three immediate1y 

preeeding fisea1 years meeting the requirements of WiS7-Aclffi7 

eecle-see~iefl ~ SEC 7.06, Wis. Adm. Code. 

SECTION 18. Seetion SEC 2.02(101 (e) of the Wis. Adm. 

Code, as renumbered, is amended to read: 

SEC 2.02(10) (e) Any transaction pursuant to an offer 

to existing security ho1ders of the issuer, and to not more 

than 10 other persons in this state 1ess the number of 

persons in this state with whom the issuer has effeeted any 

transactions during the period of 12 months preeeding the 

offer pursuant to see~iefl ~ 551.23 (101 or (l1) I wis .. Stats. I 

if no eommission or other remuneration other than a standby 

eommission is paid or given direetly or indireet1y for 

solieiting any security holder in this state; and if the 

issuer fi1es with the eommissioner prior to the offering a 

notice speeifying the terms of the offer , ineluding any 

prospectus , eireu1ar or other material to be de1ivered to 

offerees in eonneetion with the transaction and such other 

information as the eommissioner may require , and the com­

missioner does not by order disa110w the exemption within 10 

days. 

SECTION 19. Seetion SEC 2.02(101 (d) of the Wis. Adm. 

Code, as renumbered, is amended to read: 

SEC 2.02(101 (d) Any transaction ineident to a vote of 

security ho1ders of any issuer other than a eorporation, 
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pursuant to its organizational instrument or the applieable 

statute of any state, on areorganization or a sale or 

transfer of assets in eonsideration of the issuance of 

securities of another person; if the issuer files with the 

eornrnissioner prior to the offering a notice speeifying the 

terms of the reorganization, sale or transfer of assets, 

ineluding any proxy solieitation or other material to be 

delivered to security holders in eonneetion with the trans­

action, and the eommissioner does not by order disallow the 

exemption with in 10 days. 

SECTION 20 .. Seetion SEC 3.02(1) (~) of the Wis. Adm. 

Code is amended to read: 

SEC 3.02(1) (e) Where If no adequate public market 

exists, information satisfactory to the eommissioner is 

filed justifying the proposed offering priee-earnings ratio 

in relation to price-earnings ratios of companies comparable 

to the issuerin terms of size, history of operations, 

industry and produets~ and other relevant faetors; such 

information may be contained in an underwriter's memorandum 

on the issuer prepared in conneetion with the proposed 

offering. 

SECTION 21. Seetion SEC 3.02(3) of the Wis. Adm. Code 

is amended to read: 

SEC 3.02 (3) Fer-!:rt:ir~eses-e:f§ In this chapter, an issuer 

in the "promotional or developmental stage" rneans an issuer 

that has no signifieant record of operations or earnings 

prior to the public offering date. 
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SECTION 22. - Section SEC 3.03(2} (f) of the Wis. Adm. 

Code is amended to read: 

SEC 3.02(2) (f) The value of the options or warratits 

shall be included ih the computation of underwriting commissions 

and discounts. The market value of such options or warrants, 

if any, shall be used, and wfie~e if no market value exists, 

a presumed fair value of not less than 20% of the public 

offering price of the stock to which the options or warrants 

relate shall be used,unless evidence indicates that a 

different value exists. 

SECTION 23. Section SEC 3.04(2) of the Wis. Adm. Code 

is amended to read: 

SEC 3.04(2)Fe~-~he-~tl~~ese-ef-~fi±s~~tl~e In this 

section, "promotional or cheap stock" includes any equity or 

convertible securities issued or sold at any time prior to 

the public offering date by any issuer in the promotional or 

developmental stage on that date, or within 2 years prior to 

the publici _offering date by any other issuer, to any persons 

who were at the time of stlefi the sale or issuance or are at 

the time of the public offering underwriters, promoters, 

finders, officers, directors, or controlling stockholders of 

the issuer, at aprice lower than or at a conversion rate or 

for a consideration not reasonably related to the public 

offering price of stlefi the securities, in the absence of any 

public market for stlefi theequity securities or any sub­

stantial change iri the earnings or financial position of the 

issuer. 
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SECTION 24. Section SEC 3.04(4) (intro.) of the His. 

Adrn. Code is arnended to read: 

SEC 3.04(4) (intro.) Whether or not the amount of 

prornotional or cheap stock is presumed reasonable w~~h~ft-~he 

Ffleaft:i:fttj-ef-S\::lBSeei::i:eft under sub. (3), the commissioner may 

require as a condition of registration thatall or any part 

of the prornotional or cheap stock be deposited in escrow 

pursuant to such conditions as the commissioner may prescribe, 

including: 

SECTION 25. Section SEC 3.04(4) (a}2. of the Wis. Adm. 

Code is arnended to read.: 

SEC 3.04(4) (a)2. Submit to the commissioner a proposal 

for extension or·modification of the escrow agreement, 

provided that notice of the proposal is given to all of the 

shareholders in such form as the commissioner requires and a 

hearing thereon may be called by the commissioner; the 

burden of justifying an extension or rnodification of the 

escrow agreement shall-Be is on the owners of the escrowed 

shares; after notice and opportunity for hearing, the 

commissioner mayorder extension or rnodification of the 

escrow agreement upon such terrns as are deemed fair and 

equitable; if the escrow agreement is not so extended or 

modified, the owners of the escrowed shares shall return 

shares to the issuer for cancellatiori as specified in 

s\::lB~a~atj~~~h-lT-ef-i:his-seei:ieft subd. 1; 

SECTION 26. Section SEC 3.04(4) (b) (intro.) of the 

Wis. Adm. Code is arnended ,to read: 
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SEC 3.04 (4) (h) (intro.) I:J?fte-fe~e(je:tft9-fte-ew:teftSearH:Hft9 

Notwithstanding par. (a), shares in escrow may be: 

SECTION 27. Section SEC 3.04(4) (d) of the wis. Adm. 

Code is amended to read: 

SEC 3.04 (4). (d) Shares held under an escrow agreement· 

shall continue to have all voting rights towhich those 

shares are entitled, provided any dividends paid on sHeh the 

shares shall be paid to the escrow agent and h~ld pursuant 

to the terms of the agreementi may be used to satisfy the 

requirements of sHBseei:::tert sub. (e) i and :tl'l-i::he-evel'l-e if any 

shares held underan escrow agreement are returned to the 

issuer for cancellation, all dividends paid on sHeh the 

shares and held in escrow shall also be returned to the 

issuer. 

SECTION 28. Section SEC 3.05(2) (intro.) of the Wis. 

Adm. Code is amended to read: 

SEC 3.05(2) (intra.) Fep-i::he-~HP~ese-ef In this PHie 

section: 

SECTION 29. Section SEC 3.06(1} of the Wis. Adm. Code 

is amended to read: 

SEC 3.06 Preferred stock and debt securities. (1) The 

offer or sale of preferred stock of an issuer may be deemed 

unfair and inequitable to purchasers unIess the net earnings 

of the issuer, for its last fiscal year prior to the offering 

and for the average of its last 3 fiscal years prior to the 

offering, are sufficient to cover the dividends on the 

preferred stock proposed to be offered. Net earningsshal1 

be determined exclusive of non-recurring items and .shall be 
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adjusted for any preferred stock to be redeemed with the 

proceeds of the offering, less applicable income tax effeets. 

The commissioner may waive the ~ere~e~fi~ requirement under 

this subsection upon evidence of a sufficient future net 

earningscapability. 
• 

SECTION 30. Section SEC 3.06(2) of th~ Wis. Adm. Code 

is amended to read: 

SEC 3.06(2) The offer or sale of debt securities of an 

issuer may be deemed unfair and inequitable to purchase~s 

unIess the net earnings of the issuer, for its last fiscal 

year prior to the offering andfor the average of its last 3 

fiscal years prior to the offering, are sufficient to cover 

the interest requirements on the securities proposed to be 

offered. Net earnings shall be determined before income 

taxes, depreciation and extraordinary items, and shall be 

adjusted for any debt securities to be redeemed with the 

proceeds of the offering. The commissioner may waive the 

~ere~e~fi~ requirement under this subsection upon evidence of 

a sufficient future net earnings capability. 

SECTION 31. Section 3.06(6) (a) of the ~is. Adm. Code 

is amended to read: 

SEC 3.06(6) (a) THRESHOLD TEST. Subject to B~bBee~±efi 

~ (b), an issuer may repurchase its debt securities at 

fhe request of the holders if its aggregate net earnings for 

the 3 preceding yearsand in the year immediately preceding 

the year of repurchase equalled or exceeded its aggregate 

fixed charges, as evidenced by a written statement of an 

independent certified public accountant, in connection with 
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the annual examination of the issuer's financial statements, 

filed with the commissioner, a,s to whether or not the 

accountant has obtained knowledge of any failure of the 

issuer to meet this test. In this paragraph! 

1. "Net earnings" means incarne before incarne taxes, 

extraordinary itemsy and interest expense. 

2,. "Fixed charges" means interest on all debt, and 

dividends on other fixed obligatian securities such as 

preferred stock. 

SECTION 32. Section SEC 3.06(6) (b)2. of the Wis. Adm. 

Code is amended to read: 

SEC 3.06(6) (b)2. Limit on repurchases from one person. 

The issuer may not, in any 6-month period, repurchase from 

any person, including all joint, common and beneficial 

owners with stleh the person, mare than :1:% one percent of the 

publicly-held debt securities outstanding at the time 

repurchase is made until all other pending requests for 

repurchaseof i% one percent or less have been satisfied. 

This limitation sha±± does not apply to the repurchase of 

securities held as of August 2, 1973, by persons who as of 

stleh thatdate held mare than i% one percent of the out­

standing debt securities. 

SECTION 33. Section SEC 3.06(6) (b)3.a. of the ~Vis. 

Adm. Code is amended to read: 

SEC 3.06(6) (b)3. Limit on total repurchases. a. 

Repurchases shall not reduce the issuer's current assets, 

exclusive of excess inventory, to an amount less than its 

current liabilities, nor reduce its total assets to an 
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amount less than its ~otal liabilities, exeluding share­

holder's equity. llEHeess In this subseetion, "exeess 

inventory" means inventory in exeess of a 4-month supp ly 

based on sales of the preeeding year. 

SECTION 34. Seetion SEC 3.0~(6}(b}3.b. of the wis. 

Adm. Code is amended to read: 

SEC 3.06(6) (b}3.b. If the issuer is engaged in a 

business for whiehgenerally accepted aeeo~nting practice s 

do not provide or permit the use of a elassified balan~e 

sheet, eurrent assets sfia±±-meaft means total assets less ~~~ 

property and equipment, net of depreeiationi ~~~~ unamortized 

debt expense; and ~~~~~ other assets not aequired in the 

normal eourse of busiriess and expeeted to be liquid~ted 

after ± one year from the balanee sheet datei and eurrent 

liabilities sha±±-meaft means total liabilities sft±ess less 

~~~ non-eurrent maturities of long-term debt, and ~~~~ 

shareholder's equity. 

SECTION 35. Seetion SEC 3.06(6) (b)4. of_the Wis. Adm. 

Code is amended to read: 

SEC 3.06(6) (b)4. Reports. Within 30 days after the 

end of eaeh month during whieh repurehases are made, the 

issuer shall file with thecommissioner a balanee sheet 

(whieh may be unaudited) as of the beginning of ssefi the 

month during whieh repurehases were made, and a statement as 

to ~~~ the total amount of repurehases made during the 

month; ~~~~ the total amount of repurehase requests whieh 

were not meti and f~~~~ the name, address and amount of 
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repurehase from every person controlling, in eontrol of, or 

under eommon eontrol with, the issuer. If the issuer 

prepares monthly finaneial statements, s~eh the reports may 

be made quarterly eovering the preeeding 3 months and shall 

be filed within 30 days after the end of the qu~rter. 

SECTION 36. Seetion SEC 3.06t~} te} of the Wis. Adm. 

Code is amended to read: 

SEC 3.G6(6) (e) Cover page of prospeetus. The eover 

page of the prospeetus relating to thesecurities shall 

inelude the following statement in bold faee type: "THESE 

SECURITIES MAY BE REDEEMED PRIOR TO MATURITY AT THE REQUEST 

OF THE HOLDER ONLY UNDER CERTAIN RESTRICTED CONDITIONS, SEE 

PAGE " On the page referred ~e in the statement, the 

limitations set forth abeve in this subseetion, the amount 

of the debt securities redeemed in eaeh of the preeeding 3. 

years, the ratio of net earnings to fixed charges in eaeh of 

the preeeding 3 years, and the average ratio for those 3 

years, shall be deseribed in full. 

SECTION 37. Seetion SEC 3.06t6} td} of the Wis. Adm. 

Code is amended to read: 

SEC 3.06(6} Cd) Subseription agreement. Any subseription 

agreement relating to the debt securities shall inelude the 

following statement in bold faee type: "THESE SECURITIES 

MAY BE REDEEMED PRIOR TO MATURITY AT THE REQUEST OF THE 

HOLDER ONLY UNDER CERTAIN RESTRICTED CONDITIONS, SEE PAGE 

'II A eopy of the subseription agreement ffi~se shall be 

provided to eaeh purehaser. 

-16-



SECTION 38. Section SEC 3.07(3) (b) of the Wis. Adm. 

Code is amended to read: 

SEC 3.07(3) (b) The general partner shal1 cause a vote 

to be taken on any of the matters referred to here±n in this 

subsection upon the written request of 10% of the outstanding 

amount of limited partnership interestsj 

SECTION 39. Section SEC 3.07(3)(c) of the wis. Adm. 

Code is amended to read: 

SEC 3.07(3) (e) Each limited partner sha~i-have h~s the 

right to a complete list of names, addresses, and interests 

of all limited partners, upon written request to the general 

partner, for any proper purposej 

SECTION40. Section SEC 3.09(1) (a) of the Wis. Adm. 

Code is amended to read: 

SEC 3.09(1) (a) No diversified investment company sha~~ 

may purchase the securities of anyissuer, exeluding govern­

ment securities, if by reasan thereof the value of its 

investment in all securities of that issuer wil1 exceed 5% 

of the value of its total assets. 

SECTION 41. Section SEC 3.09(1) (b) of the Wis. Adm. 

Code is amended to read: 

SEe 3.09 (1) (b) No investment company sRa~~ may purchase 

any securities of the elasses Rere~n-de§±ned sp~cified in 

this subsection, if by reasan thereof the value of its 

aggregate investment in söeh those elasses of securities 

will exceed: 10% of its total assets in sec~rities of 

issuers which the company is restricted from selling to the 

public without registration under the securities act of 
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1933; 5% of its total assets in securities of unseqsoned 

issuers, ineluding th~ir predeeessors, whieh have been in 

operatian for less than elu::ee Lyeqrs, and equity securities 

of issuers whieh are not readily ~arketable; or 5% of its 

total assets in puts, ealls, strqddles, spreads, and any 

eomb±nation thereof. 

SECTION 42. Seetion SEC 3.09 (1) ee). of the Wis. Adm. 

Code is amended to read: 

SEC 3.09(1) (e) No investment company sha~x may invest 

any part of its total assets in real estate orinterests 

~he~e~ft in real estate, exeluding readily marketable securities; 

eornrnodities or eommodity futures eontraets; or interests in 

oil, gas, or other mineral exploration or development 

programs. 

SECTION 43. Seetion SEC 3.09(2) (e) of the Wis. Adm. 

Code is amended to read: 

SEC 3.09(2) (e) Purehasing restrieted securities as 

fte~e~ft-ae€~ftea speeified in this seetion; 

SECTION 44. Seetion SEC 3.10(6) of the Wis. Adm. Code 

is amended to read: 

SEC 3.10(6) ~he-€B~e~B~ft~ Subseetions (1) to (5) not­

withstanding, no elosed-end investment company whieh' engages 

in any of the following or relatedspeeulative aetivities 

sha~~ may be registered unless appropriate diselosure is 

made in bold faee type on the eover of both the preliminary 

and final prospeetuses, or on a prospeetus supplernent 

satisfaetory in form to the eornrnissioner, as follows: 
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"Thesesecurities may invole a high degree of risk because 

the fund is authorized: 

SECTION 45.Section SEC 3.11 of the Wis. Adm. Code is 

amended to read: 

SEC 3.11 Real estate programs. The offer or sale of 

interests in a limited- partnership which will engage in real 

estate syndication may be deemed unfair and inequitable to 

purchasers unIess s~eft the offering complies with the 

provisions of the M~awese-See~r~e~es-eeffiffi~SS~efterS North 

American Securities Administrators Association Statement of 

Policy regarding real estate programs, adopted Febr~ary-~87 

±9;t37-as-affleftaee-Febr~ary-~67-±9;t4-afte-a:1::13:Y-~~7-±9;tS April 15, 

1980. Copies of ,the Statement of Policyare available from 

the commissioner I s office for a prepaid fee of ,$4. The 

Statement of policy is published in Volume 1 of the Commerce 

Clearing House Blue Sky Law Reporter and is on file at the 

offiees of the Wisconsin secretary of state and the revisor 

of statutes. 

SECTION 46. Section SEC 3.12 of the Wis. Adm. Code is 

amended to read: 

SEC 3.12 Oil and gas programs. The offer or sale of 

interests in a limited partnership which will engage in oil 

or gas programs may be deemed unfair and inequitable to 

purchasers unIess s~eft the offering complies with the --- . 

provisions of the North American Securities Administrators 

Association Guidelines for the Registration of oi1 and Gas 

Programs, adopted September 22, 1976, as 'amended OctOber 12 , 
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1977 and October 31, 1979. Copies of the Guidelines are 

available from the :commissioner I s otficefor a prepaid fee 

of $4. The Guidelines are published in Volume'l of the 

Commerce Clearing House Blue Sky Law Reporter and are on 

file at the Offiees of the WiscOnsin secretary of state and 

the revisor of statutes. 

SECTION 47. Section SEC 3.13 of the Wis. Adm. Code is 

renumbered section SEC 3.17, and as renumbered is amended to 

read: 

SEC 3.17 Other causes fordenial, suspension or 

revocation. (1) The enumeration of causes stated in W~s. 

Aeffi.-eeee sections SEC 3.01 ~ft~etl~ft to SEC 3.l~ 3.16, Wis. 

Adm. Code, is not exclus,ive, and the commissioner may issue 

a stop order denying effectiveness to, or suspending or 

revoking the effectiveness of, any registration statement 

for any cause stated in see~~efi s. 551.28(1), W~s. Stats., 

whether similar to or different from the causes enumerated 

in these sections, when necessary or appropriate in the 

public interest or for the protection of purchasers. 

(2) The commissioner may issue a stop order denying 

effectiveness to, or suspending or revoking the effective­

ness of, any registration statement filed pursuant ~o 

see~fefi ~ 551.26, W~s. Stats., if the sale of securities 

pursuant to stleft the registration statement is or would be 

in violationof the securities act of 1933 or the investment 

company act of 1940. 
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SECTION 48. Section SEC 3.13 of the Wis. Adm. Code is 

adopted to read: 

SEC 3.13 Cattle feeding programs. The offer or sale 

of interests in a limited partnership which will engage 

cattle feeding operations may be deemed unfair and inequitable 

unIess the off~ring complies with .the provisions of the 

North AmericanSecurities Administrators Association Guidelines 

forthe Registration of Publicly Offered Cattle Feeding 

Programs, adopted September 17, 1980. Copies of the Guidelines 

are available from the commissioner's office for a prepaid 

fee·of $4. The Guidelines are published in Volume 1 of the 

Commerce Clearing House Blue Sky Law Reporter and are on 

file at the offices of the Wisconsin secretary of state and 

the revisor of statutes. 

SECTION 49. Section SEC 3.14 of the Wis. Adm. Co de is 

adopted to read: 

SEC 3.14 Debt securities issued by a church or congre­

gation. Theoffer or sale of debt securities issued by a 

church or congregation, the proceedsof which are to be 

utilized to finance or refinance the purchase, construction 

or improvement of buildings or related facilities (including 

the underlying property) of the issuer maybe deemed unfair 

and inequitable to purchasers unIess the offering complies 

with the provisions of the North American Securities Admin~ 

istrators Association Guidelines for Offerings of Church 

Bonds, adopted October, 1979. Copies of the Guidelines are 

available from the commissioner's office for a prepaid fee 
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of $4. The Guidelines are oublished in Volume 1 of the ... 

Commerce Clearing House Blue Sky Law Reporter and are on 

file at the offiees of the Wisconsin secretary of state and 

the revisor of statutes. 

SECTION 50. Section SEC 3.15 of the Wis. Adm. Code is 

adopted to read: 

SEC 3.15 Finance company debt securities. The offer 

or sale by a finance company of its debt s~curities may be 

deemed unfair and inequitable to purchasers unIess the 

offering complies with the provisions of the Central Securities 

Administrators Council Statement of Policy on Finance Company 

Debt Securitie~, adopted August 12, 1976. Copies of the 

Statement of Policyare available from the commissioner's 

office fora prepaid fee of $4. The Statement of Policy is 

published in Volume 1 of the Commerce Clearing House Blue 

Sky Law Reporter and is on file at the offiees of the 

Wisconsin secretary of state and the revisor of statutes. 

SECTION 51. Section SEC 3.16 of the Wis. Adm. Code is 

adopted to·read: 

SEC 3.16 Loans to company officials. The offer or 

sale of securities by an issuer may be deemed unfair and 

inequitable to purchasers if the issuer or its affifiates 

have made, or may make, loans or forebearances that fail to 

comply with the Central Securities.Administrators Council 

Statement of Policy on Loans to Company Officials, as 

amended April 22, 1978. Copies of the Statement of Policy 

are available from the commissioner's office for a prepaid 
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fee of $4. The Statement of Policy is published in Volume 1 

of the Commerce Clearing House Blue Sky Law Reporter and is 

onfile at the offiees of the Wisconsin secretary of state 

and the revisor of statutes. 

SECTION 52. Sectian SEC 3.21(3) of the Wis. Adm. Code 

is adopted to read~ 

SEC 3.21(3} A registration statement filed by coordination 

relating to the securities of an open-end ~anagement company, 

unit investment trust or face arnount certificate company, as 

defined in the Investment Company Act of 1940, shall provide 

for an indefinite arnount of securities to be registered. 

SECTION 53. Sectian SEC 3.22(1) (b) of the Wis. Adm. 

Code is amended to read: 

SEC 3.22 (1) (b) With respeet to every director and 

offieer of the issuer, or person occupying a similar status 

or performing similar functions: h~s the person's name, 

address, and principal occupation for the past 5 years; the 

arnount of securities of the issuer held by h~ffi the person, 

of record or beneficially, as of a specified date within 30 

days of the filing of the registration statement; the arnount 

of the ,securities covered by the registration statement to 

which he the person has indicated h~s an intentian to 

subscribe; and a description of any material interest in any 

material transaction with the issuer or any significant 

subsidiary effected within the past 3 years or proposed to 

be effected; 
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SECTION 54. Seetion SEC 3.22(1) (e) of the Wis. Adm. 

Code is amended to read: 

SEC 3.22 (1) (e) with respeet to persons eonvered by 

StlbSee~~eH-+~t par. (bl, the remuneration paid direetly or . ----
indireetly during the past 12 months, and estimated to be 

paid during the next 12 months if materially different, by 

the issuer (together with ~11 predecessors, parents, sub-

sidiaries and affiliatesl to all those per~ons in the 

aggregate; and the name of eaeh such person reeeiving 

remuneration in exeess of $40,000, and the amount ~ftereef of 

remuneration for eaeh; 

SECTION 55. Seetion SEC 3.22(1) (d) of the Wis. Adm. 

Code is amended to read: 

SEC. 3.22(1) (d) With respeet to any person owning of 

reeord, Or benefieially iE known, 10% or more of the out-

standing shares of any elass of equity security of the 

issuer: the information speeified in stlbsee~±en-~~7 ~ 

(b) other than h~s the personis oeeupation; 

SECTION 56. Seetion SEC 3.22(1) (e) of the Wis. Adm. 

Code is amended to read: 

SEC 3.22 (1) (e) With respeet to every promoter if the 
\ 

issuer was organized within the past 3 years: the i'nfor-

mation speeified in stlbSee~~eR-+~t ~ (b), any amount paid 

to ft~ffi the person within that period or intended to be paid 

to ft~ffi the person, and the eonsideration for any such payment; 

SECTION 57. Seetion SEC 3.22(1) (f) of the Wis. Adm. 

Code is amended to read: 
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SEC 3.22(1) (f) with respeet to any person on whose 

behalf any part of the offering is to be made in anonissuer 

distribution: fi:i:s the person's name and addressi the amount 

of securities of the issuer held by h:i:m the person as of the 

date of the {ilingof the registration statement; a description 

of any material interest in any material transaction with 

the issueror any significant subsidiary effected within the 

past 3 years or proposed to be effected; and a statement of 

h:i:s the person's reasons for making the offering; 

SECTION 58. Section SEC 3.22(1) (0) of the Wis. Adm. 

Code is amended to read: 

SEC 3.22(1) (0) The written consent of any independent 

accountant, engineer, appraiser, or other person whose 

profession gives authority to a statement made by him or 

her, if any such person is named as having prepared or 

certified areport or valuation (other than a public and 

official document or statement) which is used in connection 

with the registration statement; 

SECTION 59. SectionSEC 3.22(1) (p) of the Wis. Adm. 

Code is amended to read: 

SEC 3.22(1) (p) A balanee sheet of the issuer as of the 

end of its most recent fiscal year, and a comparative state­

ment of income and changes in financial position and analysis 

of surpIus for each of the 3 most recent fiscal years (or 

for the period of the issuer's and any predecessor's existence 

if less than 3 years), all meeting the reguirements of W:i:s~ 

Aemõ-eeee-seee:i:eft ~ SEC 7.06, Wis. Adm. Code; provided that 
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if the date of any of the aheve financial statements specified 

in this paragraph is more than 120 days (180 days with 

respeet to a corporation organized,and operated notfor 

private profit but exclusively for religious, educational, 

benevolent or charitable purposesl prior to the date' of 

effectiveness of the registration statement, s~eR the 

statements shall be updated (which may be done without 

audit) to within the 120-day or 180=-day requirement aheve 

specifi~d in this paragraph; and provided" that if any part 

of the proceeds of the offering is to be applied to the 

purchase of any business, the same financial statements 

shall be filed which would be required if that business were 

the registrant; and 

SECTION 60. Section SEC 3.22(2) of the Wis. Adm. Code 

is amended to read: 

SEC 3.22(2) The commissioner may permit the omission 

of the filing of any information or document specifiedin 

s~hsee~~efi sub. (1) if Re the commissioner determines that 

s~eR the information or document is not required for the 

protection of investors. 
, 

SECTION 61. Section SEC 3.23(3) of the Wis. Adm. Code 

is amended to read: 

SEC 3.23(3) The prospectus shall contain a full 

disclosure of all material facts relating to the issuer and 

the offering and sale of the registered securities. A 

prospectus meeting the requirements of form S-I under the 

securities act of 1~33is deemed to satisfy tbe requirements 

of this f~~e subsection. 
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SECTION 62. Seetion SEC 3.24 of the Wis. Adm. Code is 

amended to read: 

SEC 3.24 Trust indenture requirernents. Trust indenture~ 

required under efia~ee~ ch. 551, Wi~~ Stats., and eftese-~tl~es 

ehapters SEC 1 to 9, Wis. Adm. Code, shall rneet the require­

rnents of the trust ind~nture aet of 1939, whether or not 

exernpt under that aet, unless the eommissioner otherwise 

perrnits or requires. 

SECTION 63. Seetion SEe 3.27(1) of the wis. Adm. Code 

is amended to read: 

SEC 3.27 Extension of registration statements. (1) 

Applieation for an extension of the offering period of a 

registration statement, exeept one relating to redeemable 

securities of an investment company registered under the 

Investment Company Aet of 1940, or securities of a finance 

company lieensed under s. 138.09, Stats., shall be filed in 

the form preseribed by the eommissioner not less than 30 

days prior to the end of one year from a~ the effeetive date 

of the registrationstatement; or ~~ an order of. extension, 

whiehever is most reeent. Stleft The applieation shall be 

aeeompanied by a prospeetus updated in aeeordanee·with Wis~ 

Aehfl.~-eede-seee:i:eft ~ SEC 3.23(5), Wis. Adm. Code, a balanee 

sheet of the issuer as of the end of its most reeent fiseal 

year, and a comparative statement of ineome and ehanges in 

firianeial poaition and analysis ofsurplus for eaeh of the 3 

most. reeent fiseal years (or for the period of the issuer's 

and any predeeessor's existenee if less than 3 years), all 

-27-



meeting the requirements of W~s7-Aöffi7-eeöe-seee±eft s. SEC 

7.0.6 1 Wis. Adm. Code; provided that ii the date of ,any of 

the above finaneial statements is more than 120 days (180 

days with respeet to a eorporation organized and operated 

not for private profit but exelusively for religious, 

edueational, benevolent or eharitable purposes) prior to the 

date of stleft the extension of the registration statement, 

stleft the statements shall be updated (whieh may be done 

wi thout audit) to vd thin the 120-day or 180: .. day requirement 

above. Any extension of the offering period of a regis­

tration statement shall be by order of the eommissioner, 

subjeet to such eonditions as may be preseribed. 

SECTION 64. Seetion SEC 4.01(4) (b) of the ~.vis. Adm. 

Code is amended to read: 

SEC 4.01 (4) (b) Any applieant for lieense as an a.gent 

representing an issuer or alieensed broker-dealer7-previöeö 

~fta~ if an undertaking satisfaetory to the eommissioner is 

submitted setting forth how the agent will be adequately 

sup~rvised, and the lieense is appropriately limited; 

SECTION 65. Seetion SEC 4.01(4) (e) of the Wis. Adm. 

Code is repealed, andseetions SEC 4.01(4) (d) and (e) are 

renumbered SEC 4.01(c) and (d), respeetively. 

SECTION 66. Seetion SEC 4.01(5} of the Wis. Adm. Code 

is repealed and reereated to read: 

SEC 4.01(5) Prior to issuanee of a 1ieense as a 

broker-dea1er, at 1east one employe of the broker-dea1er 

must be designated in the lieense app1ieation to aet in a 
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supervisory capacity and be licensed as an agent for the 

broker-dealer, and must pass a written supervisory examination 

prescribed by the commissioner or a comparable supervisory 

examination of the N~tional Association of Securities 

Dealers, Inc. or a national securities exchange, unless the 

examination requirement is waived pursuant to s. SEC 4.01(4), 

Wis. Adm. Code. 

SECTION 67. Section SEC 4.01(7) of the Wis. Adm. Code 

is renumbered section SEC 4.05(8). (Note: This will not 

re sult in duplication because of the renumberings and amend­

ments to current sections SEC 4.05(8) and (9), Wis. Adm. 

Code, in Sections 92 and 93.) 

SECTION 68. Section SEC 4.03(1) (j) of the Wis. Adm. 

Code is amended to read: 

SEC 4.03(1) (j) A separate filecontaining all w~~~~eH 

complaints made or submitted by customers to the broker­

dealer or its agents relating to securities transactions. 

In this paragraph,"complaint" means any written or oral 

statement of a customer or' any person acting on behalf of a 

customer alleging a gri~vance involving the ac~ivities of 

persons under the control of the broker-dealer in connection 

with thesolicitation or execution of any securities trans­

action Dr the disposition of securities or funds of that 

customer that would constitute a violation of ch. 551, 

Stats., or any rule or order thereunder. 

SECTION 69. Section SEC 4.03l11(X) of the wis. Adm. 

Code, is amended to read: 
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SEC 4.03(1) (k) A customer information form (new account 

information worksheet) for each customer. If recommendations 

are to be made to the customer, the form shall include s~eft 

ifi€erffiaeiefi-as-is-fieeessary-ee-eeee~ffiifie-stlieaBi±iey-ifi 

e6fi€e~ffiiey-wieft-Wisõ-Aeffiõ-eeee-seeeien-SEe-4õe6*±~*e~ 

information regarding the customer's annualincome, net 

worth and investment objective or, if the customer refuses 

to provide the reguired information upon reguest, a notation 

to that effect. 

SECTION 70. Section SEC 4.03(1) (1) of the Wis. Adm. 

Code is repealed and recreated to read: 

SEC 4.03(1) (1) For ea ch ca sh and margin account 

established and maintained with the broker-dealer, infor­

mation setting forth the name and address of the beneficial 

owner of each account, and copies of all guarantees of 

accounts and all margin, 1ending and option agreements. In 

the case of joint, partnership and corporate accounts, the 

records reguired by this paragraph must be executed by 

persons authorized to transact business for the account. 

SECTION 71. Sections SEC 4.03(1)(m), (n), (0) and (p) 

of the Wis. Adm. Code are renumbered SEC 4.03(1) (n), (0), 

(p) and (g), Wis. Adm. Code, respectively. 

SECTION 72. SectionSEC 4.03(1) (m) of the Wis. Adm. 

Code is adopted to read: 

SEC 4.03(1) (m) Copies of all powers of attorney and 

other evidence of the granting of any discretionary authority 

with respeet to a customer's account. 
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SECTION 73. Seetion SEC 4.03(1) (r) of the Wis. Adm. 

Code is adopted to read: 

SEC 4.03(1) (r) A register relating to eaeh offering 

partieipated in by the broker-dealer under the registration 

exemption provisions of s.' 551.23(10) and (11), Stats., 

containing information dise10sing the name and address of 

eaeh offeree of the broker-dealer, the date the offer was 

made, the eontrol number on any offering eireular or other 

advertising material given to the offeree, the names of all 

persons making the offer, and the date of any sale as a 

result of the offer. 

SECTION 74. Seetion SEC 4.05(9) of the Wis. Adm. Code 

is renumbered seetion SEC 4.03(1) (s) and amended to read: 

SEC 4.03(1) (s) Every broker-dealer that effeets 

transaeticins with or through a "finaneial institution or 

institutional investor" under W~s~-Aclffi~-eecle-see~±eft s. SEC 

2.02*5~1!L(c), Wis. Adm. Code, shall maintain reeords 

eonfirming the facts required to be aseertained under that 

seetion. 

SECTION 75. Seetion SEC 4.03(2) of the Wis. Adm. Code 

is amended to read: 

SEC 4.03(2) Every lieensed broker-dea1er shall preserve, 

for a period of not less than 6 years, the first 2 'years in 

an easily aeeessible place, all reeords required under 

s~BSeee±eft sub. (1), exeept that reeords required under 

s~BSee~±eft9 sub. (1) (k) afte ~ (1) and (m) shall be preserved 

by the broker-dealer for a period of not less than 6 years 

after the elosing of the aeeount; and reeords required ,under 
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stlbseee~eft sub. (l)tft~(o) shall be preserved by the broker­

dealer for a period of not less than 6 years after withdrawal 

or expiration of its license in this state. After arecord 

or other document has been preserved for ± one year as 

required abe~e underthis subsection, a microfilm copy 

thereof may be substituted for the remainder of the required 

period. Complianee with the requirements of the U. S. 

securities and exchange commission concerning preservation 

of recörds is deemed complianee with this l:'tl±e subsection. 

SECTION 76. Section SEC 4.03(3) (intro.) of the wis. 

Adm. Code is amended to read: 

SEC 4.03(3) (intro.) Except as provided in pal:'a~l:'a~ft 

ta~ par. (e), every branchoffice of a licensed broker­

dealerL as defined in W~s~-Aaffi~~eeae-see~~eft s. SEC 1.02(7)L 

Wis. Adm. Code, shall prepare and keep current the following 

records: 

SECTION 77. Section SEC 4.03(3) (a) of the Wis. Adm. 

Code is amended to read: 

SEC 4.03(3) (a) Copies of the records described in W~S~ 

Aaffi~-eeae-seee~eftS-SEe-47e3 sub. (1) (f), (h), iiLL (j), (k) 

afta-te~, (p) and (rY; 

SECTION 78. Section SEC 4.03(3) (b) of the Wis. Adm. 

Code is amended to read: 

SEC 4~03(3) (b) Blotters (or other records of original 

entry) setting forth an itemized daily record of all purchases 

and sales of securitiesT-a±±-~eeei~~s-aH~-~e±ive~ies-e~ 

seeB~~~~es-{~He±B~iH~-8e~t~~i8ate-RBmBe~s}T-a±±-~e8ei~ts-aRa 
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a~sbtl~seffieftes-ef-eaeft. This requirement may be satisfied by 

maintaining a unit filing system whe~e~ft where the order 

tieket information (deseribed in W~s~-Aaffi~-eeae-seeeieft-SEe 

4~e3 sub. (1) (f) )required in stlbSeee~efi sub. (3) (a) is 

aeeumulated and segregated on a daily basis. 

SECTION 79. Seetions SEC 4.03(3) (e) and (d) of the 

Wis. Adm. Code are renumbered seetions SEC 4.03(3) (d) and 

(e), respeetively. 

SECTION 80. Seetion SEC 4.03(3) (e) of the Wis. Adm. 

Code is adopted to read: 

SEC 4.03(3) (e) Blotters (or other reeords of original 

entry) setting forth an itemized daily reeord of all reeeipts 

and deliveries of securities (ineluding eertifieate numbers) ,. 

and all reeeipts and disbursements of eash. 

SECTION 81. Seetion SEC 4.03(3) (d) of the Wis. Adm. 

Code, as renumbered, is amended to read: 

SEC 4.03(3) Cd) Copies of a±±-eeffiffitln±eat:±eftS7-~erre~­

~efiaefiee-aRa~eefte~-~eee~as-~e±ae~fi~-t:e-Seetl~~e~es-eraftg­

aee~efiS-W~eft-etlSeeffie~Sõ--Stleft-eefte~-~eee~as-~fte±tlae-ee~~es 

ef eustomer monthly or other periodie statements that are 

issued by the broker-dealer, or are furnished to the broker­

dealer by the issuerof a security purehased by a eustomer 

of the broker-dealer. 

SECTION 82. Seetion SEC 4.03(3) (e) of the Wis. Adm. 

Code, as renumbered, is amended to read: 

SEC 4.03(3) (e) Braneh offiees of broker-dealers 

engaged solely in the offer and sale an~-~eaeffipeiefi of 

redeemable. securities of investment'eompanies registered 
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under the Investment Company Aet of 1940 shall be deemed in 

eomplianee with this rtd::e subsection, if th ey prepare and 

keep eurrent eopies of those reeords deseribed in W±B.-ham. 

eeae-seeeiem-SEie-4.93 sub. (1) (f), (h), (i), (j), (k) Etftel 

-fejo, (p) and (3) (e). 

SECTION 83. Seetion SEC 4.03(4) of the Wis. Adm. Code 

is amended to read: 

SEC 4.03(4) The reeords required in StiBSeee:i:eft sub. 

(3) shall be preserved By-efte-e~~±ee-wft:i:eft-~re~Etreel-eftem for 

a period of not less than 3 years, the first 2 years in an 

easily aeeessible place, exeept that eustomer new aeeount 

forms shall be preserved for a period of not less than 3 

years after the elosing of the aeeount. After arecord or 

doeument has been preserved for ~ one year as required EtBe~e 

under this subseetion, a mierofilm eopy thereof maybe 

substituted for the remainder of the required period. 

SECTION 84. Seetion SEC 4.03(5) of the Wis. Adm. Code 

is amended to read: 

SEC 4.03(5) Ne-~re",,:i:s:i:eR-tiReler-W:i:S.-Aelm.-eeele-seet::i:eR 

SEie-4.a3-sfia~~-Be-eleeffieel-t:e This seetion does not require a 

ffieffiBer~e~-a-Rat::i:eRa~-seeBr:i:t::i:es-eH8ftaR~e lieensed broker­

dealer to make and keep such reeords of transactions eleared 

for stl8fi-ffieffiser the lieensee by another ffieffiBer broker-dealer 

as are eustomarily made and kept by the elearing meffiBer 

broker-dealer. 

SECTION 85. Seetion SEC 4.03(6) of the Wis. Adm. Code 

is amended to read: 
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SEC 4.03(6) The comrnissioner may by order exempt any 

broker-dealer from all or part of the requirements of this 

~tl~e'section, either unconditionallY,or upon specified 

cotiditions, if by re~son of the special nature of its 

business, the ~e~ti:bl':'effieft-es-a~e-fiee commissioner finds the 

issuance of the order is necessary or appropriate in the 

public interest or for the protection of investors. 

SECTION 86. Section SEC 4.04(4) of the Wis. Adm. Code 

is amended to read: 

SEC 4.04(4) Each broker-dealer shall file with the 

comrnissioner a notice of transfer of control or change of 

name not less than 30 days prior to the date on which the 

transfer of control or change of name is tö become effective, 

or such ,shorter period as the commissioner may permit,-afie 

sfta~~-:Etll':'fti9ft-afiy-aeeieiefta±-ift:Eel':'ffiaeiefi-l':'e±ai:.ifiEj-eftel':'e~e-a9 

~fte-eeffiffiissiefiel':'-ffiaY-l':'e~tlil':'e7--A-~l':'afiS:Eel':'-e:E-eefi~l':'e±-e:E-a 

e~ekel':'-eea±el:'-Sfta±±-eeftseietlee-afi-app±±ea~ieft-fel':'-wieftel':'awa± 

:E~effi-~fte-SeaetlS-e:E-a-±ieeftsee-el':'e~el':'-eea±e~-~tll':'9tlafi~-ee 

see-eiefi-55±734f6~,-Wis7-SeaeS7,-tlfi±ess-i:.fte-eeffiffii99iefiel':'-ey 

el':'eel':'-eeftel':'Wige-pl':'e~iees. 

SECTION 87. Section SEC 4.04(5) of the Wis. Adm. Code 

is amended to read: 

SEC 4.04(5) Except as provided in W±s7-Aeffi7-eeee 

seeeiefts-SEe-4794 subs.(2), (4) and (9), all material 

changes in the information included iri a broker-dealer's 

most recent application for license shall be set forth in an 

amendment to :Eel':'ffi Form BD filed ~l':'effi~~±Y with the comrnis­

sioner within 30 days after the change occurs. 
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SECTION 88. Section SEC 4.04(9) of the Wis. Adm. Code 

is amended to read: 

SEC 4.04(9) Each broker-dealer shall notify the 

commissioner in writing at least 10 days prior to opening 

and not more than 10 days after closing in this state any 

"branch offiee" as defined in W:i::s.-Frem.-eeee-seet!:i::efi s. SEC 

1.02(7), Wis. Adm. Code. The notification shall include 

such information as the commissioner may request. 

SECTION 89. Section SEC 4.05(4) of the Wis. Adm. Code 

is repealed. 

SECTION 90. Section SEC 4.05(5) Wis. Adm. Code is 

repealed. 

SECTION 91. Sections SEC 4.05(6), (7) and (8) of the 

Wis. Adrri. Code are remimbered sections SEC 4.05 (4), (5) and 

(6); respectively, and SEC 4.05(6) . (intro.) and (a) of the 

Wis. Adm. Code, as reriumbered, are amended to read: 

SEC 4.05 (6) (intro.) Every licensed broker-dealer, 

except broker-dealers engaged solely in the sa±e-afie-~eeem~~:i::efi 

e:E offer and sale of redeemable securities· of investment 

companies registered under the Investment Company Act of 

1940, shall require each of its licensed agents to have and 

keep current, and eaqh agent shall have and keep current, 

the following records relating to customer securities 

transactions, which record requirements may not be satisfied 

by maintaining a file of confirmations unless permitted by 

order of the commissioner: 
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(a) A securities holding record for each customer 

including the customer's name, address, telephone number, 

age, occupation, investment objectives7-afia-s~eft-eefle~ 

~e~evafie-~fi€e~ffiae~efi-~e~ae~fi~-~e-Stlefl-etlS~effie~~s-€~fiafie~a~ 

s~~tla~~efi-afia-fieeas-as-~s-ava~~ab~e-~e-~he-agefi~7 and a 

chronological listing of the names and amounts of all 

securities purchased or sold for the account of the customer, 

including the date of each transaction, and the unit purchase 

or sale pricei 

SECTION 92. Section SEC 4.05(7) of the Wis. Adm. Code 

is adopted to read: 

SEC 4.05(7) Every licensed broker-dealer must employ 

at least one person designated to act in a supervisory 

capacity who is licensed as a securities agent in this state 

and has satisfied the supervisory examination requirement in 

s. SEC 4.01(5), Wis. Adm. Codei provided that if a licensed 

broker-dealer is not i,n camplianee with the requirements of 

this paragraph, it has 90 days from the first date of non­

compIianee to meet the requirements of this paragraph. 

SECTION 93. Section SEC 4.06 (1) (e) to (u) of the rNis. 

Adm. Code are renumbered section SEC 4.06(1) (f) to (v), 

respectively. 

SECTION 94. Section SEC 4.06(1) (e) of the Wis. Adm. 

Code is adopted to read: 

SEC 4.06(1) (e) Executing a transaction for the account 

of a customer upon instructions from a 3rd party without 

first having obtained written 3rd party authorization from 

the customeri 
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SECTION 95. Seetion SEC 4.06(1) (f) of the 'Wis. Adm. 

Code, as renumbered, is amended to read: 

SEC 4.06(1) (f) Exercising any discretionary power in 

effeeting a traniaction for a customer's aecount without 

first obtaining written discretionary authority from the 

customer, unIess the discretionary power relates solely to 

the time aftaf8~ or price for the execution of orders~ 

bothi 

SECTION 96. Seetion SEC 4.06(1) (p) of the Wis. Adm. 

Code, as renumbered, is amended to read: 

SEC 4.06(1) (p) Representing itself as a finaneial or 

investment planner, eonsultant, or adviser, when the repre­

sentation does not ~a~r~y aceurately describe the nature of 

the serviees offered, the qualifications of the person 

offering the services, and the method of compensation for 

the serviees; 

SECTION 97. Seetion SEC 4.06(1) (q) of the Wis. Adm. 

Code, as renumbered, is amended to read: 

SEC 4.06(1) (q) Violating' any rule of a-fta~~8fta~ any 

securities exchange or hational securities associatibn of 

which it is a member with respeet to any customer, trans­

action or business in this state; 

SECTION 98. Seetion SEC 4.06(2) ,(intra.) of the Wis. 

Adm. Code is amended to read: 

SEC 4.06(2) (intro.) The following are deemed IIdis­

honest or unethical business praetices ll or Iltaking unfair 

advantage of a eustomer ll by an agent under See:E3:9H s. 
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, ' 

551.34(1) (g), W~S~ Stats., withoutlimiting those terms to 

the praetiees speeified he~e~ft in this suhseetion. 

SECTION 99. Seetion SEC 4.06(2) (a) of the wis. Adm. 

Code is amended to read: 

SEC 4.06(2) (a) Borrowing money or securities from~ 

lending money or securities to, a eustomeri 

SECTION 100. Seetion SEC 4.06(2) (d) of the Wis. Adm. 

Code is amended to read: 

SEC 4.06(2) (d) epe~a~~ft9 Effeeting transactions in 

securities for an aeeount operating under a fietitious name, 

unless diselosed to, and permitted in writing by, the 

broker-dealer or issuer~hieh the agent representsi 

SECTION 101. 'Seetion SEC 4.06 (2~ (g) of the Wis. Adm. 

Code is renumbered seetion SEC 4.06(2) (h) and amended to 

read: 

SEC 4.06(2) (h) Engaging in any of the practice s 

speeified in st!15seee~efts sub. (1) (b), (e), (d), (e), (f), 

(g), -fft1-7--fe1-7--fp1-T--fE11-T--fS1-T--fe1--el:'--ft!1- (h), (0), (p), (g) , 

(r), (t), (u) and (v). 

SECTION 102. Seetion SEC 4.06(2) (g) of the Wis. Adm. 

Code is ereated to read: 

SEC 4.06(2) (g) using advertising deseribing or relating 

to the agent's securities business unless the advertising 

elearly identifies the name of the agent's employing broker­

dealer or issuer. 

SECTION 103. Seetion SEC 4.07(1) of the Wis. Adm. Code 

is amended to read: 
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SEC 4.07(1) The license of any broker-dealer whose name 

commences with any of the letters A through D expires 

March 31 following the date of issuance of the license; the 

licenseof any broker-dealer whose name commences with any 

of the letters E through I expires June 30 following the 

date of issuance of the license; the license of any broker­

dealer whose name commences with any of the letters J 

through 0 expires September 30 following the date of issuance 

of the license; and the license of any broker-dealer whose 

name cornmences with any of the letters P through Z expires 

December 31 following the date of issuance of the license. 

The license of an agent expires on the sarne day as that of 

the broker-dealer which the agent represents. The license 

of an agent representing an issuer expires on Beeeffibe~ 

July 31 following the date of the issuance of the license, 

or upon the terrnination of the offering for which the agent 

was licensed, whichever first occurs. The commissioner may 

by order limit the period of, or specify an earlier expiration 

date for any license. 

SECTION 104. Section SEC 4.07(2) of the Wis. Adm. Co de 

is amended to read: 

SEC 4.07(2) The license of an agent is not effective 

durlng any period fa~ when the broker-dealer which the agent 

represents is not licensed, or fb~ when the securities of 

the issuer which the agent represents are not subject to an 

effective order of registration or exernption, or upon 

termination of the offering. 
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SECTION 105. Section SEC 4.10(3) of the Wis. Adm. Code 

is amended to read: 

SEC 4.10(3) Nothing in this ~tl±e-sha±±-~~evefie section 

prevents a bank, savings institution or trust company from 

aeting as depository, eustodian, exchange agent, eserow 

agent, transfer agent, registrar, agent administering 

dividend reinvestment p1ans or in any simi1ar eapacity in 

the ordinary course of business. 

SECTION 106. Sections SEC 5.01(4) Cb) and (e) of the 

Wis. Adm. Code are renumbered seetions SEC 5.01(4) (e) and 

(d), respeetive1y. 

SECTION 107. Section SEC 5.01(4) (b) of the Wis. Adm. 

Code is adopted to read: 

SEC 5.01(4) (b) Any app1ieantfor qualifieation as an 

investment adviser represerttative, if anundertaking satis­

factory to the eommissioner is submitted setting forth how 

the agent will be adequately supervised, and the qualifiea­

tion of the representative is appropriately 1imited; 

SECTION 108. Section SEC 5.01(5) of the Wis. Adm. Code 

is repealed and reereated to read: 

SEC 5.01(5) Prior to issuanee of a lieense as an 

investment adviser~ at least one emp10ye of the investment 

adviser must be designated in the lieense app1ieation to aet 

in a supervisory capaeity and be qualified as an investment 

adviser representative ·for the investment adviser, and must 

pass a written supervisory examination prescribed by the 

eommissioner unIess the examination is waived under sub. 

( 4) • 
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SECTION 109. Seetion SEC 5.03(1) of the Wis. Adm. Code 

is repealed and reereated to read: 

SEC 5.03 Investment advisers' reeords. (1) Every 

lieensed investment adviser shall maintain and keep eurrent 

the following books and reeords relating to its business: 

(a) All partnership agreements, or all artieles of 

ineorporation, by-laws; minut e books and stock eertifieate 

books of the investment adviser. 

(b) A generalledger (or other reeords in the eaSe of 

a sole proprietor) refleeting all asset, liability, ineome, 

expense, and capital aeeounts. 

(e) Arecord showing all payments reeeived, ineluding 

date of reeeipt, purpose, and from whom reeeived; and all 

disbursements, ineluding date paid, purpose, and to whom 

made. 

(d) Arecord showing all reeeivables and payabIes. 

te) All trial balanees, finaneial statements, and 

internal audit working papers whieh may be prepared relating 

to the business of the investment adviser. 

(f) A memorandum of eaeh order given by the investment 

adviser for the purehase or sale of any security, of any 

instruetion reeeived by the investment adviser from the 

eustomer concerning the purehase, sale, reeeipt or delivery· 

of a partieular security, and of any modifieation or ean­

eellationof any order or instruetion. The memoranda shall 

show the terms and eonditions of the order, instruetion, 

modifieation or eaneellation; shall identify the person 
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eonneeted with the investment adviser who reeommended the 

transaction to the eustomer and the person who plaeed ·the 

orderi and shall show the aeeount for whieh entered, the 

date of entry, and the bank, broker or dealer by or through 

whom exeeuted. Order s entered pursuant to the exercise of 

diseretionary powershall be so designated. 

(g) Copies of all written eommunieations, eorrespondenee, 

eonfirmations, appraisals and other reeords relating to 

investment aetivities of eustomers. 

(h) Copies of all eomplaints of eustomers relating to 

investment aetivities for eustomers. In this paragraph, 

"eomplaint" means any written or oral statement of a eustomer 

or any person aeting on behalf of a eustomer alleging a 

grievanee involving the aetivities of persons under tDe 

eontrolof the investment adviser in eonneetion with pro­

viding investment adviee or plaeing orders on behalf of 

eustomers. 

(i) A list or other reeord of all aeeounts in whieh 

the investment adviser is vested with any diseretionary 

power with respeet to the funds, securities or transactions 

of any eustomer. 

(j) A eopy of all powers. of attorney and other evidenees 

of the granting of any diseretionary author~ty by any eustomer 

to the investment adviser or to a third party. 

(k) A eopy of all written agreements .entered into by 

the investment adviser with any eustomer, or wit~ any other 

person if the agreement relates to the business of the 

investment adviser. 
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(1) A file containing any advertisement (as defined 

within the meaning of SEC. 206(4)-1 of the Investment 

Advisers Act of 1940) used in connection with the offering 

of investment advisory services in this state. 

SEc1ION 110. S~ctions SEC 5.03(2) and (3) of the Wis. 

Adm. Codeare renumbered sections SEC 5.03(3) and (4), 

respectively. 

SECTION 111. Section SEC 5.03(2) of the Wis. Adm. Code 

is adopted to read: 

SEC 5.03(2) Each licensed investment adviser who 

renders investment supervisory or management service to any 

customer shall, with respeet to the portfolio being super-

vised or managed and to the extent that the inf6rmation is 

reasonably available to ,or obtainable by the investment 

adviser, maintain and keep current·: 

(a) Records for each customer showing the securities 

purchased or sold on advice of the adviser, and the date, 

amount, and price of each purchase and sale. 

(b) Records identifying the customer and the current 
1 

amount or interest owned by each customer for each security 

in whi~h any customer has a current position. 

SECTION 112. Section SEC 5.03(3) df the Wis. Adm. 

Code, as renumbered, is amended to read: 

SEC 5.03(3) Every licensed investment adviser shall 

preserve for a period of not less than ~6 years, the first 

2 years in an easi~y accessible place, all records required 

under s~BSeee±eft sub. (1) except that records respecting an 
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account required under s1::lhSeet::i:sfis subs ~ U) -t~t--afiEl-+Rt­

(i), tj) and (k) shall be preserved by the investment 

adviser for a period of not less than 3 6 years after the 

closing of the account and records required under s1::loSeee:i:sR 

sub. (1) f:i:~ ~ shall be preserved by the investment 

adviser for a period of not less than than 3 ~ years after 

withdrawal or expiration of its license in this state. 

After arecord or other document has been preservedfor 2 

years as required ~beve in this subsection, a microfilm copy 

~~e~ee~ may be substituted for the remainder of therequired 

period. 

SECTION 113. Section SEC 5.03(4) of the. wis. Adm. 

Code, as renumbered, is amended to read: 

SEC 5.03(4) The commissioner may by order exempt any 

investment adviser from all or part of the requirements of 

this ~1::l~e section, either unconditionally or up on specified 

conditions, if by reason of the special nature of its 

business, ehe-~e~1::l:i:~effiefies-a~e-Ree the commissioner finds 

that issuance of the order is necessary or appropriate in 

the public interest orfor the protection of investors. 

SECTION 114. Section SEC 5.04(2) of the Wis .. Adm. Code 

is amended to read: 

SEC 5.04(2) Each investment adviser shall file with 

the commissioner a copy of any complaint related to its 

business, transactions, or operations in this state, naming 

the investment adviser or any of its partners, officers or 

investment adviser representatives as defendants in any 
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civil or criminal proceeding, or in any administrative or 

disciplinary proceeding by any public or private regulatory 

agency, within 20 days of thedate the complaint is served 

on the investment adviser; a copy of any answer or reply 

~Rereee to the complaint filed by the investment adviser 

within 10 days of the date sHeR the answer or reply is 

filed; and a copy of any decision, ord~r or sanction made 

with respeet to any such proceeding within 20 days of the 

date the decision, order or sanction is rendered. 

SECTION 115. Section SEC 5.04(3) of the wis. Adm. Code 

is amended to read: 

SEC 5.04(3) Each investment adviser shall file with 

the commi'ssioner a notice of transfer of control or change 

of name not'less than 30 pays prior to the date on which the 

transfer of control or change of name is to become effective, 

or such shorter period as the commissioner may permit,-ane 

sRa~~-~Hrfi~sR-aee~~~efia~-~fi~erffiae~efi-re~aeffi~-~hereee-as-ehe 

eeffiffi~ss~efier-ffiay-reetH~reõ--'A-erafis~er-ef-eefiere~-ef-afi 

~fiveseffiene-aev~ser-efta~~-eense~eH~e-an-a~~~~eae~en~fer 

w~tRerawa~-~reffi-efte-S~aeHs-ef-a-~~eensee-~fiveseffiene-aev~ser 

~HrSHan~-ee-seee±en-55~õ34+6~7-W±sõ-Seaesõ,-Hn~eSS-efte 

eeffiffi±ss~ener-by-ereer-eeherw±se-~rev~ees. 

SECTION 116. Section SEC 5.04(4) of the Wis. Adm. Code 

is amended to read: 

SEC 5.04(4) Except as provided in W:i:sõ-Aeiffiõ-6eee 

seee4eRs-SE6-5.e4 subs. (2) and (3), all material changes in 

the information included in an investment adviser's most 
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reeent applieation for lieense shall be set forth in an 

amendment to form ABV lA filed p~effip~~y with the eommissioner 

within 30 days after the ehange oeeurs. 

SECTlON 117. Seetion SEC 5.05(2) (d) of the Wis. Adm. 

Code is adopted to read: 

SEC 5.05(2) (d) Fails to diselose, in substanee, the 

term of the advisory agreement, the fee to be eharged by the 

adviser, the formula for eomputing the advisory fee, the 

formula for eomputing the amount of prepaid fee to be 

returned in the event of contraet termination or non-perfo~manee, 

and whether the eontraet grants diseretionary power to the 

adviser. 

SECTlON 118. Seetions SEC 5.05(5) and (6) of the Wis. 

Adm. Code are repealed. 

SECTlON 119. Seetion SEC 5.05(5) of the Wis. Adm~ Code 

is adopted to read: 

SEC 5.05(5) No lieensed investment adviser may enter 

into, extend or renew any investment advisory eontraet with 

a eustomer in this state unIess the eontraet is in writing 

and a eopy of the eontraet is given to the eustomer with in 

15 days after the exeeution of the eontraet. 

SECTION 120. Seetion SEC 5.05(6) of the Wis. Adm. Cade 

is adopted to read: 

SEC 5.05(6) Eaeh investment adviser who renders 

aeeaunt supervisory or management serviees shall provide at 

least annually to eaeh Wiseonsin eustomer a written summary 

of the eustomer's aeeount whieh ineludes information setting 
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forth the name, quantity and market value of each security 

under management, and the total value of cash and securities 

under management. 

SECTION 121. Section SEC 5.05(7) of the Wis. Adm. Code 

is adopted to read: 

SEC ,5.05(7) Every licensed investment adviser must 

employ at least one person designated to act in a supervisory 

capacity who is qualified as an investment adviser repre­

sentative in this state and has satisfied the supervisory 

examination requirement in s. SEC 5.01e5}; Wis. Adm. Codei 

provided that if a licensed investment adviser is not in 

compIianee with the requirements of this paragraph, it has 

90 days from the first date of noncompliance to meet the 

requirements of this paragraph. 

SECTION 122. Section SEC 5.06 (intro.) of the Wis. 

Adm. Code is amended to read: 

SEC 5.06 Prohibited business practices. The following 

are deemed,lIdishonest or unethical business practices" or 

"taking unfair advantage of a customer" by an investment 

adviser under seee~eft s. 551.34(1) (g), W~S7 Stats., without 

limiting those terms to the practices specified fte~e~ft in 

this section: 

SECTION 123. Section SEC 5.06(1) of the Wis. Adm. Code 

is amended to read: 

SEC 5.06(1) Exercising any discretionary power in 

placing an order for the purchase or sale of securities for 

the account of a cusiomer without first obtaining written 
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discretionary authority from the customeri-e~, unless the 

discretionary power relates solely to the price at which, or 

the time when, an order involving a definite amount of a 

specified security shall be executed, or both. 

SECTION 124. Section SEC 5.06(2) of the Wis. Adm. Code 

is renumbered section 5.06 (8) and amended ,to read: 

SEC 5.06(8) Placing an order for the purchase or sale 

of a security ptlrStlaft~-ee-eisereeiefta~y-atl~heri~y if the 

ptlrehase-er-saxe-is-ift-viexaeieft-e€-ehapeer-55x,-Wis. 

Seaes.,-er-afty-rtlxe-eheretlfteer security is not registered or 

the security or transaction is not exempt from registration 

under ch. 551, Stats. 

SECTION 125. Sections SEC 5.06(2) to (7) of the Wis. 

Adm. Code are adopted to read: 

SEC 5.06(2) Placing an order to purchase or sell a 

security for' the account of a cUstomer upon instructions of 

a third party without first h~ving obtained written third 

party trading authorization from the customeri 

(3) Inducing trading in a customer's account that is 

excessive in size or frequency in view of the financial 

resources and character of the accounti 

(4) Recommending to a customer the purchase., sale or 

exchange of any security without reasonable grounds to 

believe that the recommendation is suitable for the customer 

on the basis of information furnished by the customer after 

reasonable inquiry concerning the customerts investment 

objectives, financial situation and needs, and any other 

information known by the investment adviser; 
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(5) Placing an order to purchase or sell a security 

for the account of a customerwithout authority to do SOi 

(6) Borrowing money or securities from, or lending 

money or.securities to, a customeri 

(7) Representing itself as a financial or investment 

planner,consultant, or adviser, when the representation 

does not accurately describe the nature of the service s 

offered, thequalificationsof the persori offering the 

services, and the method of compensation for the servicesi 

SECTION 126. Section SEC 5.06(9) of the Wis. Adm. Code 

is adopted to read: 

SEC 5.06(9) Placing an order to purchase or sell a 

security for a customer through a broker-dealer or agent not 

licensed under ch. 551, Stats., unIess the customer is a 

person refereneed in s. 551. 23 (8), Sta ts. 

SECTION 127.Section SEC 5.07(1) of the Wis. Adm. Code 

is amended to read: 

SEC 5.07 License period. (1) The initial license of 

an investment adviser expires Beeeffibe~-3± April 30 of each 

year. The qualification of an investment adviser repre~ 

sentative expires on the same day as that of the investment 

adviser which stleh the person represents. The commissioner 

may by order limit the period of, or specify an earlier 

expiration date for, any license. 

SECTION 128. Section SEC 5.07(2} of the Wis. Adm. Code 

isamended tö read: 

SEC 5.07(2} The qualification of an investment adviser 

representative is not effective during any period when the 
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investment adviser which that person represents is not 

'licensed or during any periOd when th~ representative is not 

employed by a specified investment adviser licensed under 

ch. 551, Stats. 

SECTION 129. Section SEC 6.01 tintro.) of the Wis. 

Adm. Code is amended to read: 

SEC 6.01 Application of proceeds. An issuer of 

securities ~e9±s~e~ea-tlftae~-eftap~e~-55~7-W±s.-Sea~s.7 or any 

person who is an offieer, director or controlling person of 

Stleft the issuer is deemed to employ a "deviee, scheme or 

artifice to defraud" the purchasers of Stleft the securities 

within the meaning of see-e±eft ~ 551.41(1), W±s-:- Stats., if 

stleft the person app1ies or authorizes or causes to be 

applied any material part of the proceeds from the sale of 

such securi t'ies in any material way contrary to the purposes 

specified in the prospectus used in the offering of Stl8ft the 

securities and not re~sonab1y re1ated to the busine~s of the 

issuer as described in the prospectus. 

SECTION 130. Section SEC 6.05(1) (al3. of the Wis. Adm. 

Code is. amended to read: 

SEC 6.05(1)(a)3. More than 50% of the securities held 

by persons not affi1iated with the issuer approve the trans­

action; provided7-fteweve~7 the absence of one or more of the 

aBeve conditions under subds. 1. and 2. sha11 create no 

presumption as to the fairness or unfairness of the terms of 

the transaction; 

SECTION 131. Section SEC6.05(3) of the Wis. Adm. Code 

is amended to read: 
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SEC 6.05 (3) llAff:i:3::i:a:t:eell In this seetion, lI a ffi1iated ll 

refers to persons who are partners, offieers or direetors of 

the issuer (or persons oeeupying a simi1ar status or per­

forming simi1ar funetions), or direet1y or indireet1y in 
\ 

eontro1 of, eontro11ed by, or under eommon eontro1 with, the 

issuer. Control may be presumed by ownership of, or the 

power to vote, more than 5% of the outstanding voting 

securities of the issuer (eithera1one or pursuant to an 

arrangement or understanding with one or more other persons) . 

SECTION 132. Seetions SEC 7.01(2) (b) and (d) of the 

Wis. Adm. Code are amended to read: 

SEC 7.01 (2) (b) Applieation for 

exelusion from a definition by order under 

ss. 551.02(3) (h) or 551.02(7) (g), Stats., 

or for issuanee of an order under W:i:s7-Aaffi7 

Adma Code ................ ' .... ' ..................... $100. 

SEC 7.01(2) (d) Notice filed under 

seet::i:efi ~ 551. 22 (10) or (14), W:i:S7 Stats., 

or under seet::i:efi ~ 551.23(12), W:i:S7 Stats., 

or under W:i:s7-Aeffi7~eeae seetions SEC 

2.02+3:3:j-·(lO) (b), or (e) or (d), Wis. 

Adm. Code ......................................... $ 5 0 . 

SECTION 133. Seetion SEC 7.01(2) (f) of the Wis. Adm. 

Code is repealed. 

SECTION 134. Seetion SEC 7.01(2) (S) of the Wis. Adm. 

Code is renumbered SEC 7.01 (2) (f) . 
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SECTION 135. Seetion SEC 7.01(3) (al of the Wis. Adm. 

Code is amended to read: 

SEC 7.01(3) (a) Applieation for initial 

lieense of a broker-dealer or investment 

adviser or a sueeessor under see~ieft s. 

551.32(1) or (3), W~s~ Stats . .................... $59~ $100. 

SECTION 136. Seetion SEC 7.01 (3). (e) of the Wis. Adm. 

Code is repealed. 

SECTION 137. SeetiOns SEe 7.01(3) (d), (e) and (f) of 

the Wis. Adm. Code are renumbered seetions SEC 7.01(3} (e), 

(d) and (e), and are amended to read: 

SEC 7~01(3) (e) Examination of an agent 

applieant or a person representing an investment 

adviser under seeeieft ~ 551.32(4), W~s~ Stats. 

(d) Field examinat.ion of apPlieant for 

initial lieense as broker-dealer or investment 

adviser under s. 55l. 32 (2), Stats. . ............... $59 $ 7 5 per day 

per examiner. 

(e) Periodie examination of a broker­

dealer or investment adviser under seee±eft s. 
551.33 (4), W:i:s~ Stats. . ........................... Aft-affietlfte-fte~-e*eeeEl-
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~he-e~affi±na~±eft $75 

per day per examiner. 

SECTION 138. Sectian SEC 7.01(7) of the Wis. Adm. Co de 

is repealed and reereated to read: 

SEC 7.01(7) Delinque~t or materially deficient filings: 

(a) Delinquent filing of broker-

dealer or investment adviser lieense 

renewal applieation .............................. $50. 

(b) Delinquent filing of broker~ 

dealer or investment adviser transfer 

of control ........•..........•................... $50.' 

(e) Delinquent filing of broker­

dealer or investment adviser annual 

finaneial ~tatements 

(d) Delinquent filing of broker-

dealer report of sales on Form RS-BD 

(e)' Delinquent filing of agent 

termination notice on Form U-5 

$25. 

$10. 

$5. 

(f) The commissioner may by order require the payment 

of a fee of no mare than $100 for delinquent or materially 

deficient filings of information or doeuments required to be 

filed in eonnection with examination of any matter under 

ehapters 2 to 6, Wis. Adm. Code. 

SECTION 139. Sectian SEC 7.03(2) of the Wis. Adm. Code 

is amended to read: 

SEC 7.03(2) An offer to repurehase securities made 

pH~SHaft~-~6~See~±6ft under s. 551.59(6} (al, W±ST Stat~., by a 

lieensed broker-dealer and not involving an aet or omission 
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specified in see~:i:eft s. 551. 59 (1) Cb), W:i:s. Stats., may 

provide that the period within which s~eh the offer may be 

accepted by the offeree is not less than 15 days after the 

date of receipt thereof. 

SECTION 140. Section SEC 7.03(3) of the Wis. Adm. Code 

is amended to read: 

SEC 7.03(3) Every offer to repurchase or return 

securities made pursuant to stlbsee~:i:eft-*G~fa~-e~-fb~-ef 

seee:teft ~ 551.59(6) (a) or (b), W:i:s. Stats., shall include, 

in addition to the information specified in stleh-stlbseee:tefts 

thos~ paragraphs, the price at which the security was sold 

or purehased, the price of the security on the date the 

offer is made and such additional information as the commis­

sioner may require in connection with specific offerso 

SECTION 141. 'Section SEC 7.06(1) (b) of the Wis. Adm. 

Code is amended to read: 

SEe 7.06(1) (b) Examined and reported upon by an 

independent certifiedpublicaccountant, provided that this 

requirement may be waived by the commissioner and does not 

apply to interim financial statements or financial statements 

of investment advisers. that are prepared by an independent 

accountant, unIess otherwise required by the commissioner in 

particular cases. The accountant's report shall meet the 

requirements of rule 2-02 of regulationS-X of the U. S. 

securities and exchange commission and shall acco~pany the 

financial statements included in the prospectus. 
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SECTION 142. Section SEC 7.06(3) of the Wis. Adm. Code 

is amended to read: 

SEC7.06(31 The commissioner may permit the omission 

of one or more of the statements he~e~fi under this s~ction 

reguired or the filing in substitution therefor of appropriate 

statements of comparable character. The commissioner may 

also reguire the filing of other statements when necessary 

or appropriate for an adeguate presentation of the financial 

condition of any issuer or person whose financial statements 

are reguired, or whpse statements are otherwise necessary 

for the protection of investors. 

SECTION 143. Section SEC 8.05(3) of the Wis. Adm. Code 

is amended to read: 

SEC 8.05(3) A copy of the written transcript of 

proceedings shall be provided upon the reguest in writing 

*a~ of any party setting forth by affidavit filed with the 

commissioner the party's impecuniousness, or *b~ of any 

person upon tender of the estimated costs of prepqring the 

copy, adjusted tp refleet the actual costs when determined. 

SECTION 144. Section SEC 8.09 of the wis. Adm.Code is 

adopted to read: 

SEC 8.09 procedure for determination of parties. 

Under the reguirement .of s. 227.10, Stats., the following 

procedure shall be followed by each hearing examiner appointed 

under the'authority of s. 227.09(1), Stats., to hear a 

matter under chs. 551, 552 or 553, Stats., on behalf of the 

office of the commissioner of securities: 
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(1) The hearing examiner, prior to receiving testimony 

by any individual, shall state on the record whether the 

individual istestifying as a party to the proceeding as 

defined in ~. 227.01(6), Stats., as a witness, or is testifying 

for informational purposes only or for the limited purpose 

of making ~ statement for the record. 

(2) Only persons admitted to the proceeding as parties 

by the hearing examiner under the procedure in par. (a) are 

entitled to receive service of a decision under s. 227.11, 

Stats., and to be considered a party for purposes of judicial 

review under s. 227.16, Stats. 

SECTION 145. Section SEC 32.01 of the wis. Adm. Code 

is amended ~o read: 

SEC 32.01 Requirement for exemption of franchises. 

Franchisors desiring to offer to sell or sell their franchises 

in this state pursuant to the exemption provided by ~ee~±on 

s. 553.22, W~Sr Stats., shall, at least 10 days prior to 

making s~eh-e~~e~~ an offer to sell or sa~es a sale in this 

stateT-~r-ae~~se: 

(1) Advise the commissioner of their plans to offer to 

sell or to sell'franchises, in, ~he this state e~-Wi-seeBsiB; 

~r-~fte~~ee 

(2) Include in sHeh the adVice aShowing of qualifica­

tions under 8ee~~eft s. 553.22(1) and (2), W~8T Stats., and 

W:i:s..--Aa:m ... -8eae ss. SEC 31. 01-f4j--afta-~~õ'EH-f:H- (1) and (4) , 

Wis. Adm. Code, respectivelYT-afta-~j--8ha~~-~~~e; 

(3) File with the commissioner a copy of afty.:..aaV'ef'~~s~ft~ 
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aH~-e~~er~H~-ffia~er~al-whieh-is-tlse~-by-~he-~raneh~5er-as-~he 

bas~s-e~ the offering circular, prospectus or disclosure 

document containing the information required to be disclosed 

under see'i=~eH ~ 553.22(3}, W~s';" Stats., to prospective 

investors, together with a consent to service of process" as 

required by ~ 553.22(4), Wis';" Stats. 

SECTION 146. Section SEC 32.02 of the wis. Adm. Code 

is repealed. 

SECTION 147. Section SEC· 32.03 (title) of the Wis. " 

Adm. Code is renumbered section 32.02 (title). 

SECTION 148. Section SEC 32.03(1} of the Wis. Adm. 

Code is renumbered section SEC 32.02 and amended to read: 

SEC 32.02 Franchisors, or their agents, or representatives 

offering to sell or selling franchises in this state under 

see~~efi ~ 553.22, 553';"~3-er-553';"~5,-W~s. Stats., shall file 

"with the comrnissionerwithin a period of 120 days from the 

last date of each of their fiscal years a copy of their 

annual report and audited certified financial statements or 

unaudited financial statements prepared by a certified 

public accountant if the requirement for submission of 

audite4 financial statements has been waived by the commis­

sioner under W~S';"-A~ffi';"-ee~e,-see~±efi s. 35.05 (1) Cb) 2., Wis. 

Adm. Code. 

SECTION 149. Section SEC 32.03(2} of the wis. Adm. 

Code is repealed. 

SECTION 150. Sections SEC 32.04 to section SEC 32.06 

of the Wis. Adm. Code are renumbered sections SEC 32.03"to 

SEC 32.05. 
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SECTION 151. SEC 32.06 of the wis. Adm. Code is adopted 

to read: 

SEC 32.06 Form of Application. (1) All applications 

for registration of a~ offer to sell or sale of a franchise, 

all registration renewal statements and all applications to 

. amend the registration statement shall be filed upon the 

uniform franchise registration application adopted in 

September, 1975 by the Midwest Securities Commissioners 

Association and adopted in April, 1980 by the North American 

Securities Administrators Association. 

(2) In determining whether an applicant has complied 

with the reguirements of the uniform franchise registration 

application, the commissioner shall follmv the Guidelines 

for Preparation of the Uniform Franchise Offering Circular 

and Related Documents adopted in October, 1977 by the 

Midwest Securities Commissioners Association and in April, 

1980 by the North American Securities Administrators Association. 

Copies of the Guidelines are available from the commissioner's 

office for a prepaid fee of $10.00.-

SECTION 152. Section SEC 32.07 of the Wis. Adm. Code 

is repealed. 

SECTION 153. Section SEC 32.0S of the Wis. Adm. Code 

is renumbered section SEC 32.07, and sections SEC 32.07(1) 

-and C2l as renumbered are amended to read: 

SEC 32.07(1) A registration renewal statement under 

see~~efi s. S53.30, W~s~ Stats., shall be filed on a form 

prescribed by the commissioner not less than 15 business 
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days prior to the end of· one year from the effeetive date of 

the registration statement, and shall be aeeornpanied by the 

latest form of prospeetus or offering eireuIar, meeting the 

requirements of W:i:S .... -Aelffi .... -eeeeT-see-e:ten E...:.. SEC 3z .... e:t 32.06, 

Wis. Adm. Code, used in eonneetion withthe sale of the 

registered franchises together with a balance sheet of the 

franehisor as of a date within 120 days of stleh the proposed 

renewal date and an ineome statement and analysis of surplus 

of the franehisor for its last fiseal year preeeding t~e 

date of Stleft the balanee sheet and for the period between 

the elose of the franehisorls last fiseal year and the date 

of s~eh the balanee sheet, all meeting the requirements of 

W:i:s .... -Affffi .... -eeeeT-seee:i:en ~ SEC 35.05, wis. Adm. Code. If no 

stop order or other order under see-e:i:en s. 553.28, W:i:s .... 

Stats., is in effeet, renewal of the registration statement 

beeomes effeetive on the day on whieh the prior registration 

statement expires or at s~eh an earlier time as the eommis­

sioner determines. 

(2) An applieation to· amend a registration statement 

under seee:i:en ~ 553.31, W:i:s .... Stats., shall be filed on a 

form preseribed by the eommissioner at any timeduring the 

effeetiveness of a registration statement under see~±en s. 

553.29, W:i:s .... Stats. The eommissioner may take, upon such 

filing, action appropriate in the public interest or for the 

protection of investors under seeeiens s. 553.26C20} or 

553.28, W:i:s .... Stats. The registration statement or registration 

renewal statement filed with the eommissioner remains in 
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effeet while an applieation to amend s~eft the registration 

statementor registration renewal statement is being reviewed 

by the eommissioner. If the eommissioner does not require 

additional information ~~~s~afte-ee-see~~eft under s. 553.26(20), 

W~sõ Stats., or if no stop order or other order under see~~eft 

~ 553.28, W~sõ Stats., is in effeet, the amendment to the 

registration statement or registration renewal statement 

beeoines effeetive 15 business days after reeeipt by the 

eommissioner of the applieation to amend the registration 

statement or registration renewal statement or at ~~eft an 

earlier time aS-~fte determined by the eommissioner ee~e~ffi~ftes. 

In the ease o~ an applieation for registration or a registra­

tion renewal statement, the effeetive date of the original 

applieation for registration or, as the ease may be, regis­

tration renewal statement shall remain thedate from whieh 

time is measured for purposes of renewal of registration 

statements under W~sõ-Aeffiõ-eeee-seee~eft s. SEC 3~õe8 32.07, 

Wis. Adm. Code, and the filing of periodie reports under 

W~sõ-Aeffiõ-eeee-seee~eft ~ SEC 3~õe9 32.08, Wis. Adm. Code. 

(3) In the absenee of the filing of a registration 

renewalstatement under see~~eft ~ 553.30, W~sõ Stats., or 

of an applieation to amend a registration statement under 

seee~eft ~ 553.31, W~sõ Stats., the eommissioner may by 

orderextend the offering period of a registration statement 

subjeet to eonditions as-fte-ffiay-~~ese~~be the eommissioner 

. preserihes for the protection of investors. 

SECTION 154. Seetion SEC 32.09 of the Wis. Adm. Code 

is renumbered seetion SEC 32.08, and seetions SEC 32.08(1) 
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and (2) as renumbered are amended to read: 

SEC 32.08 (1) Eaeh franehisor or registrant of franchises 

under seee~eft s. 553.29 (2), W~s~ Stats., shall file with 

the eommissioner quarterly eommeneing 90 days after the 

effeetive date of its registration statement a-~e~e~e, any 

reports required by order, on a form preseribed by the 

eommissioner, speeifying the number of franchises sold in 

the state pursuant to sttett the registration statement, the 

selling priees of each of sttett the franchises, and graphie 

representations of the exelusive areas, if any, sold to sttett 

the franchisees. 

(2) Eaeh franehisor or re9istrarit of franchises under 

seee~eft ~ 553.29(2), W~s~ Stats., shall file with the 

eommissioner sttett any addi tional reports of sales of ·franehises 

and finaneial statements aS-ffiay-be-s~ee~f~e~ reguired by 

order, and shall furnish the eommissioner, pursuant to 

see~~eft s. 553.31(1), w~s~ Stats., with written notice 

within 30 days after the happening of any material event or 

material ehange affeeting the franehisor or the fratichises 

registered. 

SECTION.155. Seetion SEC 32.10 of the Wis. Adm. Code 

is renumbered seetion SEC 32.09 and amended to read: 

SEC 32.09 Registration proceedings. If, in eonneetion 

withthe examination of any applieation for registration 

under seee~eft ~ 553.26, w~s~ Stats., any information is 

reasonably required by the eommissioner prior to the effeetive 

date of an applieation for registration under see~~eft s. 

553.29(1), w~s~ Stats., and sttett the request is eommunieated 
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by the commissioner to the applic,ant or interested person in 

any form within the 15 business day period specified in 

seeeieft ~ 553.29(1), Wis~ Stats., which period shall commence 

on the date'of receipt by the commissioner of the application 

for registration; the filing of sHeh an application for 

registration is made when the additional information so 

required is received by the commissioner. 

SECTION 156; Sections SEC 32.11 to 32.14 of the Wis. 

Adm. Code are renumbered sections SEC 32.10 to 32.13. 

SECTION 157. Section SEC 33.03 of the Wis. Adm. Code 

is amended to read: 

SEC 33.03 State laws affecting franchise operations. 

The commissioner may, pursuant to seeeieft ~ 553.28, Wis~ 

Stats., issue a stop order denying effectiveness to any 

application for registration of franchises under see~ieft s. 

553.26, Wis~ Stats., or suspending or revoking the effective­

neSf:; ofany exemption under seeeiefts ~ 553.22 e~L 553:23 or 

553.25, Wis~ Stats., when-he if the comissioner finds that 

the sale of franchises pursuant to such ,the application, 

exemption, or registration statement is or would be in 

violation of the Wisconsin marketing~warehouses~ trade 

practices law, the Wisconsin trusts and monopolies law, the 

Wisconsin fair dealership law or the Wisconsin uniform 

securities law. (eha~eer ch. 100 Wis~ Stats., eha~eerch., 

133 W~ST Stats., ch. 135 Stats., or eha~eer ch. 551 Wis~ 

Stats., respectively). 
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SECTION 158. Seetion SEC 35.01 (intro.) and (1) (a) to 

(e) of the Wis. Adm. Code are amended to read: 

SEC 35.01 Examination expenses. The following amounts 

are preseribed for examination of various matters arising 

under ch. 553, W3:s-:- Stats.,' as authorized by see~3:eft ~ 

553.72(4), W3:s-:-Stats., and are ehargeab1e to the app1ieant, 

or registrant and are payab1e unIess otherwise provided at 

the time the app1ieation or notice is filed: 

(1) (a) App1ieation for opinion eon­

firming exemption from registration under 

see'i::3:efts ~ 553.22, 553.23, or 553.25, 

Wis. Stats., .............. ' ............................ $5'9 $250. 

(b) App1ieation for interpretative 

opinions under efia~'i::er ch. 553, W3:s-:- Stats., .......... $~e $50. 

(e) App1ieation for approva1 of 

written notice under see'i::3:eft ~ 553.51(4), 

W3:s-:- Stats., $20. 

SECTION 159. Seetion SEe 35.01(1) (d) and (e) of the 

Wis. Adm.Code are adopted to read: 

SEC 35.01(1) (d) App1ieation for 

renewa1 of a registration under s. 

553.30, Si,::.ats., ....................................... $250. 

(e) App1ieation for amendment to 

a registration under s. 553.31, Stats., ............... $100. 

SECTION 160. Seetion SEC 35.01(2) (a) a~d (b) of the 

Wis. Adm. Code are amended to read: 

SEC 35.01(2) (a) Advertising filed by a 

registrant pursuant to see'i::3:eft s. 553.53, 
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W:i:s. Stats., ......................................... ' .. $5 $10 per item 

(b) Advertising filed by a person 

or applicant not a registrant pursuant to 

but not exceed­

ing an aggregate 

amount of $150 

per registrant 

in any one year. 

see~:i:eH'i s. 553.53, W:i:s. Stats., ...........•........... $10 per item but 

not exceeding an 

aggregate amount 

of $150 per person 

or applicant in 

any one year..:... 

SECTION 161. Section SEC 35.06 of the Wis. Adm. Code 

is repealed. 

SECTION 162. Chapter SEC 36 of the wis. Adm. Code is 

repealed and recteated to read: 

Chapter SEC 36 

ADMINISTRATIVE PROCEDURE 

SEC 36.01 Administrative procedure. 

All hearings under ch. 553, Stats. shall follow the 

procedures prescribed in chapter SEC 8, Wis. Adm. Code. 

SECTION 163. Chapter SEC 37 of the Wis. Adm. Code is 

repealed and recreated to read: 

Chapter SEC 37 

FORMS 

SEC 37.01 Forms (1) The following forms in compIianee 
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with the reguirements of ehapter 553 are preseribed for use 

in this state and may be abtained without eharge from the 

Office of the Commissioner of Securities, Box 1768, Madison, 

Wiseonsin 53701: 

(a) Uniform franehise registration applieation; 

(b) Uniform eonsent to service of process. 

(2) Any other applieation, form or notice under ehapter 

553, Wis. Stats., shall inelude the information speeified in 

the applieable statutory seetion or rule, and may be filed 

with the eommissioner in the form of a letter or memorandumo 

SECTION 164. Wherever in the following seetions of 

ehapter SEC 3 of the Wis. Adm. Code the term "such" is used, 

the term "those" is substituted: SEC 3.04(3) (a) ,SEC 3.04(3) Cb), 

3.09(2) (intra.). 

SECTION 165. Wherever in the following seetions of ehs. 

1 to 35 of the Wis. Adm. Code the term "such" is used, the 

term "the" is substituted: SEC 1.02(2) (b), SEC 1.02(4) (intra.), 

(a), (b), (e) and (d), SEC 2.01(4) (a) and (b), SEC 2.01(6) (f), 

SEC 2.01(7) (a), SEC 2.02(1) Cb), SEC 2.02(2), SEC 2.02(5) (a) 

as renumbered, SEC 2.02(10) (a) and (b) as renumbered, SEC 

2.02(10) (f) (intra.) as renumbered, SEC 2.02(10) (g) as 

renumbered, SEC 3.02(1) (b), SEC 3.03(2) (d), SEC 3.05(1) and 

(2) (a), SEC 3.06(3), SEC 3.06(6) (intra.) I SEC 3.07(1) (intro.), 

SEC 3.07(3) (e), SEC 3.09(4) and (5), SEC 3.10(1)(e) and (5), 

SEC 3.22(1) (g), SEC 3.22(3), SEC 3.23(1) (a),. (b), (e) and (d), 

SEC 3.25 (1) and (2), SEC 3.27 (2), SEC 3.28 (l) and (3), SEC 

4 . 01 (1), SEC 4. 02 ( 3), SEC 4. 03 (1) (e), SEC 4. 03 (l) (d) 4., SEC 
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4.03(1) (e), SEC 4.04(8), SEC 4.05(5) as renurnbered, SEC 

4.10(1) (b) and (2), SEC 5.01(1), SEC 5.01(6), SEC 5.02(2),· 

SEC 5.05.(1), SEC 6.02, SEC 6.03, SEC 6.05(1) (a)1., (1) (b) 

and (1) (e) (intro.), SEC 7.02 (1) (a), SEC' 7.03 (4), SEC 31. 01 (3) (d) , 

(4), (5), (6) Ca), (6) (d), and (9) (a), SEC 32.03 as renurnbered, 

SEC 32.04 as renurnbered, SEC 32.10 as renurnbered, SEC 32~12(2) 

and (3) as renurnbered, SEC 33.01, SEC 34.01,SEC 34.02(intro.), 

(1) (b), (1) Ce), (1) Cd) 2.a., (1) (d) 3., (1) (f), (1) (k), 

(1) (rn), (1) (p), (1) (q), (1) (r), ( 3) (a), ( 4) (e) and 35. 02 ( 1) (a) 2 • 

* * * * * 
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The rules and amendments contained in this 

Order shall take effect on the first day of the 

month following their publication in the Wisconsin 

Administrative Register as provided in sec. 

227.026(1), Wis. Stats. 

DATED this I y ~ day of 

, , 

,I"", ' 

Commissioner of Securities 


