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551.01 Short title. This chapter shall be known and may be

SUBCHAPTERI

TITLE AND DEFINITIONS

cited as the “Wsconsin Uniform Securities Law”.

551.02 Definitions.

wiserequires:

In this chapterunless the context other

(c) A bank, savings institution, or trust compamwhpeneffect-
ing transactions for its own account or as agent un@éils31 (5)

(d) A personal representative, guardian, conseryvaior

pledgee.

merged by the evisor under s. 13.93 (2) (c).

NOTE: Par. (d) is shown as affected by acts of the 2001 legislatwe and as

(e) A person whosdealings in securities are limited to transac

tions exempt by s551.23 (5)

(f) A person licensed as a real estate broker unddbetand
(1g) “Accreditedinvestor’has the meaning given i/ CFR whosetransactions in securities are isolated transactions inciden

tal to that business.

230.501(a).

(1r) “Advertising” means any circulaprospectus, advertise ~ (9) The investment board.
mentor other material or any communication by radio, television, (h) Other persons not within the intent of this subsection whom
picturesor similar means used in connectiwith a sale or pur thedivision by rule or order designates.
chaseor an ofer to sell or purchase any security (4) “Division” means the division of securities.

(2) "Agent” means any individual other than a broker—dealer (4) “Federalcovered adviser” meamsperson who is regis
who represents a broker-dealer or issuerfiecing or attempting teredunder section 203 of tHavestment Advisers Act of 1940.
to effect transactions in securities. A partnefficer or director “ . . .

(4r) “Federalcovered security” mearany security that is a

of a broker—dealer or issy@r a person occupying a similar status . : "
or performingsimilar functions,pis an agentphyhzsazl or she is withigOVeredsecurity under section 18 (b) of the Securities Act of 1933
or regulations promulgated under that act.

this definition. “Agent”’does not include an individual who repre

sentsan issuer in doing any of the following: (5) “Fraud”., “deceit” and “defraud” are not limited to cem
(a) Effecting transaction® a security exempted bys51.22 Monlaw deceit. o
(b) Effecting transactions exempted by551.23 otherthan (6) “Guaranteed” means guaranteed as to payment of princi

transactionsexempted under §51.23 (8) (g) (10) or (19) in  Pal, interest or dividends.

which the individual receives a commissionother remuneration  (7) “Investmentadviser” means any person who, for eom

directly or indirectly for soliciting or selling to any person in thigpensation,engages in thédusiness of advising others, either

state. directly or through publications, writings or electronic means, as
(c) Effecting other transactions if no commission or othdp the value of securities @s to the advisability of investing in,

remuneratioris paid or given directly or indirectly for soliciting purchasingor selling securities, or who, faompensation and as

any person in this state. a part of aregular business, issues or promulgates analyses or
(3) “Broker—dealer’means any person engaged in the-budieports concerningsecurities. “Investment adviser” does not

nessof effecting transactions in securities for tecount of others includeany of the following:

or for the persos’ownaccount. “Broker—dealer” does not include (a) A bank, savings institution or trust company

any of the following:
(&) An agent.
(b) An issuer

(b) A lawyer accountant, engineer tgacher whose perfor
manceof these services is solely incidentalithe practice of his

or her profession.
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(c) A broker—dealer or agent whose performance of these ser (d) Every saleor offer of a warrant or right to purchase or sub
vicesis solely incidental to theonduct of his or her business ascribeto another security of the same or another isaisanell as
abroker—dealer oagent and who receives no special compensaverysale or dier of a security which gives the holder a present
tion for them. or future right or privilege to convert into another security of the

(d) A publisher of any bona fide newspapeews magazine sameor anpther issuers considered to include anferf of the
or business or financial publication with a regular and paid ciethersecurity
culationor a publisher of any securities advisory newsletter with (e) The terms defineth this subsection do not include any
aregular and paid circulation which does not provide advice bonafide pledge or loan of a security
subscriber®n their specific investment situation. (f) A securities broker—dealer or agent whizetk a brokered

(e) The investment board. securities transaction &nsideredo have dected a sale or pur

(ed) A federal covered adviseunless the federal coveredchaseof a security
adviseris required to become licensed or qualify for an exclusion (12) “SecuritiesAct of 1933”, * Securities Exchange Act of
or exemption from licensure unders51.32 (1m) (c) 1934”,“ Investment Company Act of 1940")nvestment Advis
(eh) A person who is excluded from the definition of “invest€rSACt of 1940” and * Internal Revenue Code” mean the federal
mentadviser” under section 202 (a)Ljlof the Investment Advis Statutef those names as amended on January 1, 1998, including
ersAct of 1940. suchlater amendments as the division determaresnot incon
sistent with the purpose of this chapter
(f) Other persons natithin the intent of this subsection whomb (:(ng)d (8) tSegurltyd meansf ar:jy gttogm;easfur)k/] StOCkf' bnote%l ial
the division by rule or order designates. bond, CEbenture, evi encz_e 01 Incevteaness, Share of Deneticla
) ; o interestin a business trust; certificate of interest or participation
(7m) (a) “Investment adviser representative” means any ¢ any profit sharing agreement; collateral trust certificate; preor
thefollowing, unless excluded under pr): ganizationsubscription; transferabkhare; investment contract;

1. A supervised person, as defined by the division by rule, @mmodityfutures contract; voting trusertificate; certificate of
aninvestment adviser @ federal covered advisemless one of depositfor a security; limited partnership interest; certificate of
the following applies: interestor participation in an oil, gas or mining title or leasénor

a. Not more than a percentage, specified by the division bgyments out of production under such a title or lease) gen
rule, of the clients of the supervised person are natural pers@figl,any interest or instrument commonly known as or having the
who are not excepted persons, as defined by the division by rumgidentsof a security or ééred in the manner in which securities

b. The supervised person does mota regular basis, solicit, areoffered; or any certificate of interest or participation in, tempo

meetwith or otherwise communicate with clients of the invesf@ry Or interim certificate fqrreceipt for guarantee of or option,
mentadviser or federal covered adviser warrantor right to subscribe to or purchase or sell, any ofdiee

(em) An investment adviser representative.

c. The supervised person provides only impersonal invegping' . . ) . .
mentadvice aF; definedpby the givision by I’L)J/|e. P (b) “Security” does not include any fixed or variable insurance

B . . I or endowment policy or annuigontract under which an insurer

2. A Srd—party solicitoras defined bY, the division by rule. 55 isedo pay money either in a lump sum or periodically for life

(b) “Investment adviserepresentative” does not include anyy some other specified period; any beneficial interest in any vol
person excluded by the division by rule or order untaryinter vivos trust not created fdre purpose of carrying on

(8) “Issuer” means anperson who issues or proposes to issugy business or solely fahe purpose of voting; or any beneficial
any security and any promoter whots for an issuer to be formed,nterestin any testamentary trust; or any membenterest that
except: includesall of the rights set forth in $483.0102 (1) in a limited

(a) With respect to certificates of deposit or trust certificateability company oganized under cli83if the aggregate num
“issuer” means the person performitige acts and assuming theberof members of the limited liability comparafter the interest
dutiesof depositormanager or trustee pursuant to the provisiorigsold, does not exceed Hxd the articles of ganization do not
of the trust or other instrument under which the security is issug@stmanagement of the limited liability company in one or more
and managers.

(b) With respect to certificates of interestparticipation in oil, () Except as provided in pdb), “security” is presumed to

gasor mining titles or leases, “issuemieans the owner of any includea membes interest ina limited liability company @a-
suchtitle or lease who creates fractional interests therein for pttizedunder ch183if the articles of ayanization vest manage

posesof sale. mentof the limited liability company in, or if the operatiagree
(9) “Nonissuer’means not directly or indirectly for the bene MeNt delegates the essential manageresponsibility of the
fit of the issuer limited liability company to, one or more managers who are not

membersor if the aggregate number of members of the limited
Tiability companyafter the interest is sold, exceeds 35. “Security”
is presumed not to include a menikénterest in a limited liability
companyorganized under chl83 if the aggregate numbearf

(10) “Person”means an individual, a corporation, a partne
ship,an association, a joistock companya trust where the inter
ests of the beneficiariese evidenced by a securin unincorpe

rated organization, a government, a political subdivision of g0 yheref the limitediiability company after the interest is sold,

governmenbr any other entity _ . doesnot exceed 35 and the articles ofamization do not vest
(11) (a) “Sale” or “sell” includes every sale, disposition managementf the limited liability company in, nor does the

exchangeand every contract of sale of, or contract to sell, &se@heratingagreementielegate the essential managerial responsi

rity or interest in a security for value. bilities of the limited liability company to oner more managers
(b) “Offer” or “offer to sell” includes every attempt offer to  who are not members.

sellor dispose of, or solicitation of arfef to purchase, a security  (14) “State” means any state, territory or possession of the

or interest in a security for value, but does not include solicitatiQ¥hjted States, the District of Columbia and Puerto Rico.
by a licensed broker—-dealer of tentatreservations of securities History: 1971 c. 841977 c. 1441979 c. 10%.236 (3) 1981 c. 53s.1 to4, 43,
which shall not be binding upon the purchaser until ratified by t/1€83a. 87216, 1985 a. 381991 a. 1451993 a. 12, 1995 a. 27356, 400, 1997 a.

purchaseafter the securities may legally be sold. 5162001 a. 44102 103 s. 13.93 (2) (c). _
. X ? . A profit sharing agreement between management and labor in exchange for wage
(c) Any securitygiven or delivered with, or as a bonus omroncessionsas not a securityFore Wiy Express, Inc..\Bast,178 Ws. 2d 693505
accountof, any purchase of securities or any other thing is consiﬂwﬁd“og(ct_tfx Alip- %9?3){( od 1o the plafitg 1 and extensi
H H ena certiricate of stock was mailed to the plarni iSconsin, and extensive
eredto constitute partbf the SUbJeCt of the purchase and to hav&licitation was conducted by the defendantsisconsin, there was an fef”

beenoffered and sold for value. within sub. (1) (b). Since the securities were neither registeredigtatsinnor
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exemptfrom registration, the plainfifwas entitled to rescind the transaction anddefault on the revenue obligations, and the letter of credit is

recoverthe purchase price of the securities, plus costs. Hardtiee Tree Corp. ; [ F
386F. Supp. 10841975). accompaniedby an opinion of counsel stating:

An “offer to sell” under (1) (b) was made when the defendant gave an unexecuted 1. @. That payment of debt service will wonstitute a prefer

partnership agreement to the plairitifiplicitly inviting the plaintif to return it com  enceunder federal bankruptcy law if a petition in bankruptity
pletedas to form and amount. FeitlerMidas Associategi18 F Supp. 73§1976). respecto the enterprise is filed: or

Stateand federal regulation of condominiums. Minahan, 58 MLR 55. st . .
WhenDoes A Membés Interest in an LLC Become a Security? Briskas. Waw b. Thatthe letter of credit will provide for reimbursement to

Sept.1994. holdersof the revenue obligations if they are required by order of
a federal bankruptcy court to disger as a preference any pay
mentof a debt service; and

SUBCHAPTERII 2. That the enforceability of the letter of credit would not be
materially afected by the filing of a petition under federal bank
REGISTRATION AND NOTICE FILING ruptcy law with respect to the enterprise or any person obligated
PROCEDURES:; SECURITIES to reimburse the bank, savings bank or a savings and loan associa

tion for payments made under the letter of credit.

(2) Any security excluding a revenue obligation, issued
paranteedhy Canada, any Canadian province, any politicad sub
Ivision of any such province, any agencyoorporate or other

551.21 Registration requirement. (1) It is unlawful for
any person to dér or sell any security in this state unless at Ieag

oneof the following conditions is met: ; ; -
Th o istered under this chaot instrumentalityof one or more of the foregoing, or any other for
(a) The security is registered under this chapter eigngovernment with which the United States currenthintains
(b) The security otransaction is exempted undebS1.220r  diplomaticrelations, if the security is recognized as a valiitiga:
551.23 tion by the issuer or guarantor

(c) The security is a federal covered security (3) Any security issued by and representing an interest in or
(2) It is unlawful for any issuer or registrant of any securitiesdebt of, orguaranteed hyny bank aganized under the laws of
registeredunder this chapteor any person in control of or con the United States, oany bank, savings institution or trust com
trolled by or under common control with the issuer or registramianyorganized under the laws of any state and subjaettola
to offer or sell any of the registered securities in this state if thien in respect of the issuanoe guarantee of its securities by a
issueror registrant is in violation of this chapter any rule under governmentahuthority of that state.
this chapteror any order under this chapter of which he or she has(4) Any security issued by and representing an interest in or
notice,or if theregistration statement relating to the securities, asdebt of, or guaranteed bgny federal savings bank faderal
of the date of such f&r or sale, is incomplete in amgaterial savingsand loan association, or any savings bang&avings and
respecbr contains any statement whistfalse or misleading with |oan or similar associationrganized under the laws of any state
respecto any material fact. andlicensed to do business in this sthiat, not including the capi

History: 1971 c. 841981 c. 53.43, 1985 a. 381995 a. 3561997 a. 316 ta| stock of a state—chartered capital stock savings baskvargs

Whena certificate of stock was mailed to the plafritifWisconsin, and extensive andloan association
solicitation was conducted by the defendantsifsconsin, there was an fef” T .
within sfub. (1) (b). Since rt]he sle_cttj_rf\ilt\jes were r:jeither regigterrledimMWsin_nor (5) Any security issued or guaranteed by any federal credit
exemptfrom registration, the plainfifvas entitled to rescind the transaction and;ni i i imi iati i
recoverthe purchase price of the securities, plus costs. Hardtleve Tree Corp. C{Jnlon, Qr any credit union or S]mll&r aSSOCIatIO@MIzed and
386F. Supp. 10841975). supervisedinder the laws of this state.

Registrationand reporting requirements for exentignsactions are discussed.  (6) Any security issued or guaranteed doyy railroad, other
Fe'II}Levsr;ilhgﬂr:?:i?ls :’?)?i%?laéfjif Er?slijgr?'t;riil?\z%ustrial revenue bonds Mulcahcommoncarrier DUb"C service corporation, pUinC Uti”ty or DUb
& Guszkowaki 57 MUR 2017 9 ' fic utility holding company which is subject to regulation in

respectof the issuance or guarantee of the security by a govern

551.22 Exempt securities. The following securities are mentalauthority of the United States, any state, Canada or any
exemptfrom registration under §51.21 (1) Canadmrprovmge. . o .

(1) (a) Any security including a revenue obligation, issued or (7) Any security listed, or approved for listing upon notiée
guaranteedby the United States, any state, any politeedddivi iSsuancepn a securities exchange designated by rule of the divi
sionof astate or any agency or corporate or other instrumentaff{pn. subject to rules that the division may promulgate under this
of one or more of théoregoing; or any certificate of deposit forsubsectionany security of the same issuer which is of senior or
any of the foregoing; but any revenue obligation payable frogtbstantiallyequal rank to the securitjsted, designated or
paymentgo bemade in respect of property or money used und@pProvedor listing or designation; any security called fordn
alease, sale or loan arrangembétor for a nongovernmental Scription rights or warrants so listed, approved or designated; or
industrialor commercial enterprise is exemptedy as provided anywarrantor right to purchase or subscribe to any of the forego
underpar (b). A security other than a security issued or guararin9-
teedby the United States or an agency or corporate instrumental (8) Any security issuetb its members by a domestic corpora
ity of the United States and other than a revenue obligationfi{®1 organized and operated not for private profit but exclusively
exemptunder this subsection only if the issisefinancial state for religious, educational, benevolent, charitable, fratesoaial,
mentsare prepared according to generally accepmbunting athleticor reformatory purposes; and any evidences ofidsbed
principlesor guidelines which the division designates by rule. by any such corporation to nonmembersampliance with rules

(b) Unless subject to a letter of credit of a bank, savings ba@#opteddy the d'V'S'O_”- _ _
or savings and loan associationpsvided in this paragraph, a  (9) Any commercial paper meetirthe requirements estab
revenueobligation of an issuer specified under. p@ythat is pay lishedby rule of the division and which arises out of a current
ablefrom payments to be made in respect of properipaney transactioror the proceeds of which have been or are to be used
usedunder a leasesale or loan arrangement by or for a nongoyor current transactions, and which _ewdences an ob_llgatlon to pay
ernmentaindustrial orcommercial enterprise is exempted subjeg@shwithin 9 months of the date of issuance, exclusive of days of
to rules adopted by the division. A revenue obligatioexismpt grace,or any renewal of such paper which is likewise limited, or
from any filing under the rules of the divisioritiis the subject of anyguarantee of such paper or of any such renewal.
anirrevocable letter of credit from a bank, savibgsk or savings  (10) Any investmentontract or other security issued in €on
andloan association in favor tiblders of the revenue obligationsnection with an employes’ stockpurchase, savings, pension,
providing for payment of all principal ahe revenue obligations profit sharing or similabenefit plan if, in the case of plans which
and all accrued and unpaid interest to thete of an event of arenot qualified under sectiof01 of the internal revenue code
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andwhich provide for contribution by employees, there is filetly rule or if additional information is required undei5§.1.24 (6)
with the division prior to any &r or sale a notice specifying thewithin 10 days after the date of filing that information.
termsof the plan andny additional information required under (4) Any transaction between the issuer or other person on
s.551.24 (6) and the division does not by order disallow th@hosebehalf the dering is made and an underwriter or among
exemptionwithin 10 days after the date of filing the noticeibr ynderwriters.
additional information is required unders&1.24(6), within 10 (5) Any transaction in a bond or other evidence of indebted
daysafter the date of filing that information. _ nesssecured by a real or chattel mortgage or deed of trust, or by

(11) Any shares of common stock issued by a service corpogm agreement for the sale of real estate or chattels, if the entire
tion organized under s480.1901to 180.1921 mortgagedeed of trust or agreement, together waittihe bonds

(12) Any securitiesof a cooperative corporationgamized or other evidences of indebtednassured therebis ofered and
underch.185. soldas a unit.

(13) Any option to put or call any outstanding security trans (6) Any judicial sale or any transaction by a personal repre
actionsin which are exempted unders§1.23 (3) sentative sherif, marshal, receivetrustee in bankruptcguard

(14) Any securityissued by a licensed broker—dealer to it#n, O conservator
officers, partners or employees, subject to rules adoptethdy  (7) Any transaction executed laybona fide pledgee without
division. any purpose of evading this chapter

(15) Any contract for the sale or purchase of a commodity for (8) Any offer or sale of a security to any of the following:
future delivery if it is tradedor executed on a contract market-des (a) The issuer of the security

ignatedunder7 USC 7 (b) A bank, savings institution, savings bank, creutiion,

(16) Contributionnotes issued under&l1.33 (2) (b)613.33  trustcompanyinsurey broker-dealelinvestment advisgfederal
(2) or614.33 and any debt securities approved by the commisoveredadviser or savings and loan association, if the purchaser
sionerof insurance and issued unde6%l.75 (2)in connection or prospectivepurchaser is acting for itself or as trustee with
with the conversion of a stock insurance corporation to a mutualestmentcontrol.
or under s613.750r 614.76in connection wittthe conversion of (c) Aninvestmentompany as defined undes USC 80a-3

aservice insurance corporation or fraternal to a mutual. or a pension or profit-sharing trust, except that &erafr sale of
(17) Any security as to which the division by rule or ordes security to a pension or profit-sharing trust or to an individual

finds that registration is not necessary or appropriate for thetirementplan,including a self-employed individual retirement

protectionof investors. plan,is not exempt under thigaragraph unless the trust or plan is

History: 1971 c. 84260 1973 c. 2651975 c. 3591977 c. 1441979 c. 1021981 administerecby a bank, Savings institution, Savings ban'b’dn
€. 53 1983a. 216 1987 a. 27381; 1989 a. 303336, 1991 a. 145221; 1995 a. 27

356 1997 a. 316 union, trust companyinsurey broker—dealerinvestmenadviser

Cross Refeence: See also s©FI-Sec 2.01and2.03 Wis. adm. code. federalcovered adviseor savings and loan association that has
investmentcontrol.

551.23 Exempt transactions. ~The following transactions  (d) This state or any of its agencies or political subdivisions.

areexempt from registration under%51.21 (1) (e) The federal government or any of its agencies or instrumen
(1) Any isolated nonissuer transaction, whethefectéd talities.

througha broker—dealer or not. (/) Any financial institution or institutional investor desig
(2) Any nonissuer transaction fe€ted by or through a natedby rule or order of the division.

licensedbroker—dealer pursuant to an unsolicited order fer ¢d (g) An accredited investor

purchasebut thedivision may by rule require that the records of
the broker-dealer confirm that the order deofo purchase was commissionor otherremuneration is paid or given directly or

unsolicited. _ _ indirectly for soliciting any subscriber ithis state and no advettis
(3) Any sale of any outstanding security by or on behalf ofiaq is published or circulated unless it has bpemitted by the
personnot the issuer and not in control of the issuer or controlleglisjon, and if the subscription is not binding and no payment is

by the issuer or under common control with the issuer at a prigedeby anysubscriber until the securities subscribed for may
reasonablyelated to the currembarket price if any of the follow |ega)ly be sold.

Ing condlthns are met: o . (10) Any offer or sale of its securities by an issuer having its

(a) The issuer has any securitregistered under section 12 ofyrincipal office in this state, if the aggregate number of persons
the Securities Exchange Act of 1934 or exempted fregistra  ho|ding directly or indirectly all of the issuer securities, after the
tion by section 12 (g) (2) (G) dr2 (9) (3) of that act, or the issuersecuritiesto be issued are sold, does not exceed 25, exclusive of
is an investment company registered under the Investment Cqfersonsunder sub(8), if no commission or other remuneration is
panyAct of 1940. paidor given directly oindirectly for soliciting any person in this

(b) Securities of the same class have been registered underdtzite,except to broker—dealers aadents licensed in this state,
chapterunder a registration statement becomirigative within  andif no advertising is published unless it has been permitted by
2 years preceding the sale and the registratias not been thedivision.
revokedor suspended. (11) (a) Any transaction pursuant to arfeofdirected by the

(c) Securities of the same class have been registered undenfferor to not more than 25 persons in this state, excluding persons
SecuritiesAct of 1933 and there is filed with the division prior toexemptunder sub(8) but including persons exempt under sub.
any offer or sale anotice of the proposed sale, other informatioi0), during any period of 12 consecutive months, whetheobr
asthe divisionby rule requires and any additional informatiornthe oferor or any of the dérees is then present in this state, if the
requiredunder s551.24 (6) and the division does not by orderofferor reasonably believes that all the persons in this state are pur
disallowthe exemption within 10 days aftiwe date of filing the chasingfor investment, and no commission or other remuneration
noticeor, if additional information is required unde5&1.24 (6) is paid or given directly or indirectly for soliciting any person
within 10 days after the date of filing that information. this state other than those exempt by $8p.

(d) The issuer or applicant files with the division such inferma (b) The division may by rule or ordeas to any security or
tion, and an undertaking fite such reports, as the division by rulegransactioror any type of security or transaction, withdraw or fur
requiresand any additional information requiradder s551.24 thercondition this exemption, or increase or decrease the number
(6), and the division does not by order disallow the exemptiaf offerees permitted, or waive the conditions in (@ and may
within 10 days after the date of filing such information requiregquirereports of sales under this exemption.

(9) Any offer or sale of a preganization subscription, if no
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(12) Any transaction pursuant to arfafto existing security 1 1/2 times the aggregate annual interest requirements on the issue
holders of the issugother than an entity designated i%51.52 of securities to be sold under this subsection and all securities of
(1) (b), or of a corporation which, prido the ofer, owned sub equalor prior rankto be outstanding immediately after such sale.
stantiallyall of the voting stock of the issuer or whose controlling (16) Any offer, butnot a sale, of a security for which registra
personsganized the issuer for the purpose of tiierpif no com  tion statements have been filed under both thispter and the
missionor other remuneratioather than a standby commissionsecuritiesAct of 1933 if no stop order afenial order is in ééct
is paid or given directly or indirectly for soliciting any securityandno proceeding is pending under either.law
holderin this state, and if, prior to anyfef or sale, the issuer files (17) Any offer or sale of warrants for or rights to subscribe to
a notice specifying the terms of thefef, all other information any security provided the sale of the security deliverable on-exer
which trgje d:jvnsmrgéai/ ;lile(g)aqw(rjetshanéj_ any adddltlonal ;ngorm?jt'oﬁseof the warrant or right is in compliance with this chapter
requiredunder S5o.. o) and the division does not by oraer (18) Any other transaction @ which the division by rule or
ﬂ'(;c‘t?(lzleo(‘;\;tﬂzggﬁi?ﬁgﬂﬂfymgigg ig‘?és Sfrgeu?%t: Ecglﬁhzrl;g(g;e orderfinds that registratiois not necessary or appropriate for the

. a : lg)rotectionof investors.

within 10 days after the date of filing that information. In this su (19) (a) Any ofer or sale of securities made in reliance on the

section,“security holder” includes a person wabthe time of the . . .
transaction is a holder of convertible securities or nontransferaB¢Mption provided by Rule 505 of Regulation D under the-Secu

warrantsor a holder of transferable warrants that are exercisaliieS Act of 1933and the conditions and definitions provided by

within not more thai®0 days of their issuance but does not inclu u(ljesSOll to 58.3. thereugoll_e'f the ofer or sale alsfo satisfies the
a person who at the time of the transaction is a holder of only trafidditional conditions and limitations in pafs) to (f). _
ferablewarrants that are exercisable for more than 90 days afteP) No commission or other remuneration may be paid or
their issuance. given, directly or indirectly to any person for soliciting or selling
(13) Any transaction incident to a clagste by stockholders, to any person itthis state in reliance on the exemption under par

pursuanto the articles of incorporation or the applicable corpor&a)' except to broker-dealers and agents licensed in this state or

tion statute, on aneger, consolidation, share exchange, reclassFXemptfrom licensure under §51.31 (1)

fication of securities, or sale of corporate assets in consideration(¢) 1. Unless the cause for disqualification is waived under
of the issuance of securities of another corporation; or any transi#d-2.. no exemption under p&a) is available for the securities
tion incident to a judicially approved regamization in which a of an issuer unless the issuer did not know and in the exercise of
securityis issued in exchange for one or more outstanding sectii@sonableare could nohave known that any of the following
ties, claims or property interests, or partly in such exchange afply to any of the persons describedinCFR230.262(a), (b)
partly for cash. or (c): . o o

(14) Any stock split and any stock dividebst a corporation, a. Theperson has filed a registration statement which is the
andany share split or share dividend by a business trust, Whetg,@?le‘:t(’f an efective order entered against the issiteioficers,
the corporation or business trust distributing theidend is the directors, general partners, controlling persons ofiliafes
issuer or not, if nothing of value is given for the dividend othdhereof,pursuant to any stagefaw within 5 years before the filing
thanthe surrender dd right to a cash or property dividend whef@f & notice required under pt) denying efectiveness to, or sus
eachstockholder or shareholder may elect to take the dividendPendingor revoking the ééctiveness of, the registration state
cashor property or in stock or shares. ment. _ _

(15) Any offer or sale of an evidence of debt issued by a eorpo P The person has been convicted of any felony or misde

ration organized and operated not for privamefit but excly ~ Meanorin connection with theffer, sale or purchase of any secu
ity or franchise, or any felony involving fraud or deceit, including

sively for religious, educational, benevolent or charitable- pu limited to f bezzl btaini g
posesif the security qualifies under this exemption, and if thefgut not limited to fogery, embezzlement, obtaining monegder
alsepretenses, larceny or conspiracy to defraud.

hasbeen filed with the division prior to anyfef or sale a notice ; X y aH .
identifying the security and the basis of its qualification under this C. The person is subject to arfieefive administrative order
exemptiontogether with any further information as ttigision ©Or judgment entered by a state securities administrator wthin
by rule or order requires, and any additional information requirggarsbefore the filing of a notice required under.gej, which
unders.551.24 (6) and if the division does not by order disallowProhibits,denies or revokes the use of any exemption from securi
the exemption within 10 days after the date of filing the notice dies registration, which prohibits ttansaction of business by the
if additional information is required unde551.24 (6)within 10 Personas a broker—dealer or agent, or which is based on fraud,
daysafter the date of filing that information. The security qualdeceit,an untrue statement of a material facaoromission to
fies under this exemption if the issuer and any predecéss@ Statea material fact.
not defaulted within the current fiscal year or the 3 preceding fis d. The person is subject to any ordedgment or decree of
cal years in any fixed interestr principal obligation; and the any court entered within 5 years before the filing of a notice
issuercomplies with rules of the division with respect to trustequiredunder par(d), temporarily preliminarily or permanently
indenturesand the use of a prospectus; and the security qualifiestrainingor enjoining the person from engaging ircontinuing
undereither of the following: any conduct or practice in connection with théeafsale or pur
(a) The issuer and its predecessors have not been in exist&itaseof any securityor the making of any faldding with any
for 3'years, and the securities proposed to be sold are securedi®{g:
amortgage or deed of trust upon laaxad buildings which is or 2. a. Any disqualification under this paragrapwolving a
will become a first lien at or prior to the issuance of such evidenb&gker—dealeor agent is waived if the broker—dealer or agent is
of debt or provision satisfactory to the division is mdde or continues to be licensed in this state as a broker-dealer or agent
impoundingthe proceeds from their sale until sufgst lien is ~ afternotifying the division of the act or event causing disqualifica
establishedand the total amount of sudecurities does not tion.
exceedb0% of the then fair market value of thad and buildings b. The division may waive any disqualification under this
includedin such mortgage or deed of trust, less the amount of gsgragraphupon a showing of good cause that it is not necessary
unpaidspecial assessment taxes; or underthe circumstances that use of the exemption be denied.
(b) The issuer or its predecessors hlazd an excess of reve  (d) Not later than the earlier of the date which the first use
nuesover expenses, excluding interest expense, provision fifran ofering document or the firstale is made in this state in
depreciatiormndextraordinary items, for each of the 2 fiscal yean®lianceon the exemption under pa), there is filed with the
nextpreceding such &dr or sale, or average net revenues for thdivision a notice comprised of f&fring material in compliance
last3 fiscal years next preceding sucfeobr sale, of not less thanwith the requirements of Rule 5a@# Regulation D under the
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SecuritiesAct of 1933, a&completed Form D as prescribed by Rulstatemenhas been filed undéne Securities Act of 1933 in con
503 of Regulation D under the Securities Act of 1933, and a feectionwith the same ééring and has not becomefestive.
of $200. Material amendments to théedihg document shallbe  (2) A registration statement under this sectball contain all

filed with the divisionnot later than the date of their first use in thigf the following information and be accompantggdthe follow

state. ing documents in addition to the information specified Bb4..27
(e) 1. Asto all sales in this state, the issuer shall reasonaf#ly and the consent to service of process required3f/1s65(1):
believeimmediately before making any sale that: (a) Three copies of the latest form of prospefitad under the
a. The investment is suitable for the purchaser; and SecuritiesAct of 1933.
b. The purchaseeither alone or witthe purchasés repre (b) If the division by rule or otherwise requires, a copy of the

sentative,has such knowledge and experience in financial agagiclesof incorporation and bylaws or their substantial equiva
businessnatters ato be capable of evaluating the merits and riskéntscurrently in efect, a copy of any agreements with or among
of the prospective investment. underwritersa copy of any indenture or other instrument govern

2. The failure to satisfy the condition§subd.1l. as to a pur ing the issuance of the security to be registered, and a specimen
chasershall not dkect the availability of the exemption under.paror copy of the security

(a)as to other purchasers. (c) If the division requires, any other information, or copies of
(f) The division mayby orderincrease theumber of purchas anydocuments, filed under the Securities Act of 1933.

ersor waive any other conditions of the exemption under(@ar  (q) An undertaking to forward all future amendmentshie

for a particular dering. The division shall not require the filingfegeralprospectus, other than an amendment which merely delays

of advertisingused in connection with fefrs or sales in reliance e efiective date of the registration statement, not later than the

ontheexemption. The exemption may be revoked by order of thgst pusiness day after they are forwarded to or filed with the secu

division, but only if the ofering constitutes or would constitide yities and exchange commission, or such longer period as the divi
violation of 5.551.31and notice thereof has been receivedhisy sjon permits.

issuer,or constitutes or would constitute a violation d651.41 . . . .
History: 1971 c. 841977 c. 1441979 c. 1025.236 (3) 1981 c. 535.6, 7, 43; (3) (&) Unless waived in writing by the applicant before-fed

1981c. 3141983 a. 2787, 216 1985 a. 381987 a. 381403 1991 a. 142211993  eraleffectiveness, a registration statement under this section auto
a.67, 1995 a. 27356, 415 1997 a. 3162001 a. 44102 matically becomes &ctive at the moment the federal registration

Cross Refeence: See also DFI-Sec 4.10Wis. adm. code. - ; P
Whena certificate of stock was mailed to the plafritifiMisconsin, and extensive statemenbecomes ééctive if all of the foIIowmg conditions are

solicitationwas conducted by the defendantsAfsconsin, there was an fef”  Met:

within sub. (1) (b). Since the securities were neither registeredigtasinnor iS i i i i
exemptfrom registration, the plainfifwas entitled to rescind the transaction and 1. No Stop order is in &ct and no proceedlng IS pendlng

recoverthe purchase price of the securities, plus costs. Hardbiave Tee Corp.  Unders.551.28

382 F _Slt‘PFt); 10831975)-t ) ) o " i g 2. The registration statement has beariile with the division
egistrationana reporting requirements 1or exe llml sactions are discussed.
Feitlerv. Midas Associateg}18 F Supp. 7351976). for at least 10 days.

Hassecuritiedaw regulation in the private capital markets become a deterrent o 3. A statement of theaximum and minimum proposedef
capitalgrowth: a critical review Coles. 58 MLR 395. ing prices and the maximum underwriting discounts and commis
sionshas been on file for 2 full business dayssuch shorter
period asthe division permits, and thefefing is made within
theselimitations.

(b) The registrant shall promptly notify the division by tele
oneor telegram of the date and time whba federal registra

on statement becamefeftive andthe content of the price
amendment,if any, and shall promptly file gost-efective
amendmentcontaining the information and documents in the
price amendment. “Price amendment” means the final federal

551.24 Exemption proceedings. (1) Thedivision may by
orderdeny or revoke any exemption undeb51.220r 551.23
with respect to a specified security or transaction.

(2) If the public interest and the protection of investors s
require,the division may by order summarily deny or revoke arﬁ?1
exemptionunder s551.220r 551.23with respect to a specified
securityor transaction. Upon entry of the ordie divisionshall
serveupon all named parties a copfthe order and notify the par

tles:)())f t':elr “(?ht tO(;th:ﬁSt a h;e_arlng. te ret tivel amendmentwhich includes a statement of thefesing price,
(3) No order under this section may oper.a € retroactively underwritingand selling discounts or commissions, amaafnt
(4) A person who dérs or sells a security pursuant to amrgceedsconversion rates, call prices and other mateysen
exemptionunder s551.22or 551.23after the exemption is deniedgentupon the dering price. Upon failure to receive the required
or revoked by an order dhe division does not violate $51.21  npotification and post-déctive amendment with respect tioe
D) if: ] ) price amendment, the division may enter a stop ordé&hout
(@) The person was not given notice of the order; and  noticeor hearing, retroactively denyingettiveness to the regis
(b) The person sustains the burden of proof to establish thatiaion statement or suspending itéeetiveness until compliance
or she wasot given notice and did not know and, in the exerciseth this subsection is ffcted, if the division promptlyotifies
of reasonable care, could not have known of the order theregistrant by telephone or telegram of the issuance of the order
(5) In any proceeding under this chaptixe burden of prev If the registrant proves compliance with the requirements of this
ing an exemption or an exception from a definitiongen the per subsectioras to notice and postfettive amendment, the stop
sonclaiming it. ordershall be vacated. The division may by rule or otherwise
(6) With respect to an exemption undei551.220r 551.23 Waiveany of the conditions specified in p). If the federal reg
thatis perfected if a noticer other information is filed with the iStrationstatement becomesfegtive before all the conditions in
division and the division does not disallow the exemptiaihin ~ this subsection are satisfied and theeg not waived, the registra
aspecified period after the filing, the division majthin 10 days tion statement automatically becometeefive as soon as all the
afterthe filing date of the noticer other information, require that conditionsare satisfied. If the registrant advises the division of the
additionalinformation reasonably relatéd the ofering be filed. date when the federal registration statement is exptecbetome
If the division requires additional information, the date by whicffective, the division shall promptly advise the registrant by-tele
the division may disallow the exemption is 10 daftsr the date Phoneor telegram, at the registraiéxpense, whether all the eon

of filing that information. ditions are satisfied and whether the division then contemplates
History: 1971 c. 841975 c. 57199 1981 c. 531985 a. 381987 a. 3811995  theinstitution of a proceeding under551.28 butthis advice by
a. 27 356 thedivisiondoes not preclude the institution of such a proceeding
atany time.

551.25 Registration by coordination. (1) Registration by  pistory: 1981 c. 53.43 1983 a. 2161995 a. 271997 a. 316
coordinationmay be used for any security fohich a registration  Cross Refeence: See also clDFI-Sec 3 Wis. adm. code.
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551.26 Registration by qualification. (1) Any security (8) The divisionmay by rule require that securities of desig
may be registered by qualification. natedclasses shalbe issued under a trust indenture containing
(2) A registration statement under this section shall contg#dChprovisions as the division determines.
theinformation specified in £51.27 (2) shall be accompanied (9) Thedivision may by rule or ordeequire as a condition of
by the consent to service of process required B$%5.65 (1)and registrationthat any security registered be sold only on a specified
shall contain such further information and be accompabied form of subscription or sale contract, and that a signed or con
such further documents as the division by rule or otherwidermed copy of each contract be filed with the division or pre
requires. For this purpose the division may classify issuers asérvedfor any period up to 3 years.
typesof securities. (10) Thedivision may by rule or order impose other cendi
(3) Registrationunder this section becomedeetive when tionsunder which a security registered dpyalification or coor
thedivision so orders. If a registration statement has been on @lieationmay be sold, ithese conditions are reasonable and in the
for at least 30 days aradl information required by the division haspublic interest.
been furnished, the person filing the statement may at any time filg11) A registration statement isfetive for one year from its
awritten request that the division take action within 10 days fadffectivedate unless extended by rule or order of the division. Al
lowing the filing of such request. If a request is filed, and the divputstandingsecurities of the same class as a registered security are
siontakes no action within the period, the registration becomegsnsideredo be registered for the purpose of any transaction by
effectiveat the end of the 10-day period. or on behalf of a personot the issuer and not in control of the
(4) Thedivision may by rule or ordeequire as a condition of issueror controlled by the issuer or under common comntsith
registrationunder this sectiothat a prospectus containing anytheissuerso long as theegistration statement isfe€tive, unless
designated part of thieformation contained in the registrationotherwiseprescribed by orderA registration statement may not
statemenbr filed with it be sent or given to each person to whoive withdrawn after its ééctive date ifany of the securities regis
anoffer is made before or concurrentijth the first written dier  teredhave been sold in this state, unless permitted by rule or order
madeto the person, otherwise than by meare piiblic advertise of the division. No registration statement ifeefive during the
ment, by or for the account of the issuer or any other person time a stop order is in &fct under s551.28
whose behalf the dering is made, or by any underwriter or (12) During the efective period ofa registration statement,
broker—dealewho is ofering part of an unsold allotment or sub the division may by rule or order require the person who filed the
scriptiontaken by him or her as a participant in the distributionggistrationstatement to file reports, not more often than -quar
or the confirmation of any sale made by or for the accouahgf terly, to keep reasonably current the information contained in the
person;or the payment pursuant to any sale; or the delivery of theyistrationstatement and to disclose the progress offfleeing.
securitypursuant to any sale; whichever first occurs. If any of thesecurities registered have been sold in the state, the
History: 1981 c. 531995 a. 27 division may byrule or order extend the period for filing the
Cross Refeence: See also cDFI-Sec 3Wis. adm. code. reportsfor an additional period not exceeding 2 years fthm
551.27 General registration provisions. (1) A registra datethe registratiolecame ééctive or the date of its last amend

tion statement may be filed by the issuany other person on mentor extensmn:_ . .
whosebehalf the dering is to bemade or a licensed broker— _(13) (&) Securities issued or guaranteed by an insurer autho
dealerput the division may in specific cases require that it be e>{)ézeq by the commissioner of insurana, by a person whose
cutedby the issuer usinesgonsists principally of owning or controlling the seeuri
. . e ties of any such insuremay not be registeraslithout the prior
(2) Every registration stgtgment shall SPeC'fY- . approvalof the commissioner of insurance. Issuance of ga-or
(2) The amount of securities to bdesed in this state, he  pizationpermit under $11.13613.130r614.13constitutes such

issueris not subject to $£51.52 (1) (b) approvalfor the securities described in the permit, and alse pre
~ (b) The states which a registration statement or applicatiogludesapplication of s551.28 (1) (d)
in connection with the &éring has been or is to be filed; and (b) No issuer which is being ganizedin this state or else

(c) Any adverse ordejudgment or decree entered in conneavheresolely or partlyfor the purpose of ganizing a corporation
tion with the ofering by the regulatory authorities in any state ainderch.611, 613or 614 may register or sell its securities in this
by any court or the securities and exchange commission, or &teunless it obtains an ganization permit under €11.13
withdrawal of a registration statement or application relating t613.130r 614.13 No security may be registeredsmid in this
the offering. stateif thereis any representation that an insurer will lgaoized

(3) Any document filed under this chapter opaedecessor or purchased in this state withe proceeds of the sale, unless the
law within 5 years preceding the filing of a registration statemeissuerobtains an @anization permit under §11.13 613.13or
may be incorporated by reference in the registration statetnent14.13
the extent that the document is currently accurate. (14) A registration statement relating to securities issued by

(4) Thedivision may by ruler otherwise permit the omissionany class of financial institutions, which the division by rule deter
of any itemof information or document from any registratiormines, may be amended after iteefive date so as to increase the
statement. specified amount of securities proposed to bderdd. The

(5) Thedivision may by rule or ordeequire as a condition of @mendmenbecomes ééctive when the division so orders.

registration,and at the expense of the applicant or registrant, that(15) No warrant or right to purchase or subscribe to another
a report by an accountant, engineappraiser or other profes securityand no security convertible into another security sieall
sionalperson be filed. The division may also designate one of tiggisteredunless it appears to the division that both the warrant or
division’s employees to make an examinatioriref business and right or convertible security and the securities deliverablthen
recordsof an issuer of securities for which a registration statemegerciseof the warrant oright or conversion privilege comply

hasbeen filed by qualification or coordination,the expense of with this chapter
the applicant or registrant. History: 1971 c. 84260 1979 c. 1021981 c. 53s.10, 43,1983 a. 27216, 1987
. L ) a.381 1995 a. 27356
(6) In the case of a nonissuer distribution, information may notcross Refeence: See also ctDFI-Sec 3 Wis. adm. code.

berequired under £51.26 (2)or551.27 (12unless it is known  Bluesky law: Isthere merit in the merit requirements? Goodkind, 1976 WLR 79.
to the person filing the registration statement or to the persons on

whosebehalf the distribution is to be made, or can be furnished 5§1.28 Denial, suspension and revocation of registra -
themwithout unreasonablefeft or expense. tions. (1) The division may issue a stop order denyefigctive-
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nessto, or suspending or revoking thdesdtiveness of, any regis  Adverseconsequences of blue sky regulation of pubfierafg expenses. Mofsky
tration statement if the division finds that the order is in the publi“émw"R 1o10.

|nteresta;1nd ‘h?“ . fi p 551.29 Federal covered securities. (1) With respect to a

(2) The registration statement as of itteefive date or as of fgera|covered security that is a covered security under section 18
any earlier date in the case of an order denyifegtieness, or )y () of the Securities Act of 1933, the division miy ruleor
anyamendment filed under 551.27 (14)s of its dective date, ;qer require the filing of any of the following:

or any reporunder s551.27 (12)s incomplete in any material (a) Not later than the initial tér of the federal covered security

respecor contains any statement which was, in the light of the cir this state, a copy of eadocument that is part of its registration

cumstancesinder which it was made, false or misleading Witglatemenfiled with the federal securities and exchange commis
respecto any material fact; 9

o . ... sionunder the Securities Act of 1933, which matythe option of

(b) Any provision of this chapter or any ruéder or condition hajssuer be accompanied by a form containing ittfermation
lawfully imposed under ths chapter has been willully violatedgeiiadny e dvision by rie. I &iing S required under this

in connection with the @éring, by the person filing the registra payagraphthe filing shall be accompanied by a consent to service
tion statement; the issyeany partnerofficer or director ofthe o process signed by the issuer andodice filing fee under s.
issuer,any person occupying a similar status or performing-Sinis; 52(1) (a) Any notice filing required under this paragraph is
lar functions, or any person directly or indirectly controlling Oggfective upon receipt by the division of the documents and fees
controlledby the issuetbutonly if the person filing the registra requiredunder this paragraph, or upon thieetiveness of the reg

tion statement is directly or indirectly controlled by the issuer; @& ationstatement under the Securitiset of 1933, whichever is
any broker—dealer or other person involved directly or indirectlyay. '

in the ofering; " . . . (b) After the initial ofer of afederal covered security in this
(c) The securities are thgubject of an administrative Stopgiate a copy of each document that is part of an amendment to its
orderor similar order or a permanent or temporary injunction eﬁ;%(gistration statement filed with the federal securities and
any court of competent Jurlsdlctlon entered un.d(.er. any other f changecommission under the Securities Aft1933, concur
eralor state acapplicable to the &ring, but the division may not yentwith the federal filing, which mayt the option of the issyer
institutea proceeding against arfegftive registration statemente accompanied by a form containing the information spedifjed
underthis paragraph more than one year ftbmdate of the order e division by rule. If a filing is required under this paragraph and
or injunction relied on, and the division may not enter an ordg{e amendment relates either to a name change of the, issaer
underthis paragraph on the basis of an order or injunction eme@ﬁangdn the designation of the federal covered segutigfiling
under any other state act unless that order or injunatishased  sha|pe accompanied by a fee in the amount prescribed by the rule
on facts which would currently constitute a ground for a stop ordgy order requiring the filing. Unless the issuer requests a later
underthis section; effectivedate, an amendment filing required under this paragraph
(d) The issues enterprise or method of business includes & effective upon receipt by the division of the documentsfaes
would include activities which are illegal where performed;  requiredunder this paragraph.
(e) The issuance or saté the securities has worked or tended (c) For a unit investment trust olosed—end investment cem
to work a fraud upon purchasers or would so operate; panyto extend its déring beyond a one-year period, a notice of
(g9) The applicant or registrant has faitedoay the proper fil extensiontogether with any filing fee prescribed by rule or order
ing fee; but the division may enter only a denial order under ttisthe time prescribed by rule or order
paragraphand the division shall vacate any such order when (1m) If the division promulgates rules under s(ib. (c) for

deficiency has been corrected; unit investment trusts or closed—end investment companies, the
(h) Advertising prohibited by £51.53has been used son-  division shall restate in those rules the statutory annual reporting
nectionwith the sale or déring of the securities; or andfee requirements that aapplicable to an open—end manage

(2) The division may not institute a stop order proceeding!€ntcompany or a face amount certificatempany under s.
againstan efective registration statement on the basis of a fact p1-52(1) (b) 2.
transaction known to theivision when the registration statement (2) With respect to a federal covered security thatdsvered
becameeffective unless the proceedingiistituted within 180 security under section 18 (b) (4) (D) of the Securitiesof 1933,
daysafter the dective date. the di_vision may by rule or orderrequire the issuer to file a notice

(3) In a proceeding for registration by qualification, the applfonsistingof a completed ForrD as prescribed by Rule 503 of
cantor registrant has the burden of satisfying the requirements¥gulationd under the Securities Act of 1933, signed by the
sub.(1). In aproceeding for registration by coordination, the-divi'SSUernot later than 15 days after the first sale of the federal cov

sion has the burden of establishing the existence of one of f€dsecurity in this state. Any filing required under this subsec
causesnumerated in sufl). tion shall be accompanied by a fee in the amount prescribed by the

(4) If the public interest and the protection of investors rule or order requiring the filingThe filing shall be ééctive upon

. P . ﬁ‘gceiptby the division of the filing and the fee.
require, the division mayby order summarily denypostpone, i . .
suspencbr revoke the ééctiveness ofhe registration statement. _(3). With respect to a federal covered security thaoswered
Upon the entry of the ordethe division shall serve upon all S€curityunder section 18 (b) (3)r (4) of the Securities Act of

namedparties a copy of the order and notify the parties of theiP33:the division mayby rule or orderequire the filing, for pur
right to request a hearing. poseof providing notice to the division, of any document filed

(5) No stop ordemay be entered under this section, exc_e;\g'th the federakecuritiesand exchange commission under the

X ; . ecuritiesAct of 1933, together with a fee prescribed in the rule
undersub.(4), unless s551.61 (Ljis complied with and appropri ' yer The filing is efective upon receipt by the division of the

ateprior notice is given to the applicant or registrant, the issuekr documentsnd fee required under the rule or order

the person on whose behalf the securities are to be or have bee&) To the extent not prohibited by federal |dithe issuer of

offered. ] ; .
(6) Thedivision may vacate or modify a stop orifahe divi- afederal covered security does not pay a fee required under this

AN « . : chapterwith respect to that security and the nonpayment or under
sion finds that the conditions which prompted its entry havﬁayﬁwentof tha{)fee has not beg\ remedied Vfl)itl‘)l/in 10 days of
changedor that it is otherwise in the public interest to do so.

’ receiptby the issuer of a written or electronically transmitted-noti
: 1971 c. 841977 c. 1441981 c. 53s.11, 43, 1983a. 27 1 197 e X
1000y e - & BHLOTT ¢ 1471981 0. 5%s.11, 43, 19832, 271993 2. 197 fication from thedivision, the federal covered security may not be
Cross Refeence: See also ctDFI-Sec 3Wis. adm. code. offeredor sold in this state unless it is registeneder this chapter
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or qualifies for an exemption from registration undes%l.220r 1. Licensed broker—dealees issuers of securities registered
551.23 under this chapteor both,who are dfliated by direct or indirect

(5) The division may issue an order suspendinfersfand commoncontrol.
salesof a federal covered security ihis state, except a federal 2. More than one broker—dealer more than one issyesr
coveredsecurity under section 18 (b) (1) of the Securities Act @bth, if an application that complies with pée) is filed with the
1933,if the order is in the public interest and the division has redivision and the division, in writing, permits the representation.
sonto believe that thereas been a failure to comply with thissec  (¢) The division shall by rule specify the required contents and
tion or a rule or order issued under this section. The division M@y of an application filed under p4b) 2.
issuean order suspendingfefs and sales of a federal covered
securityin this state if the order is in the public interest and trﬁ)
division has reason to believe that the security is beirgs been
offeredor sold in this state in violation of §51.41

(6) Thedivision may by rule or orderwaive any requirement
underthis sectionor under rules promulgated, or orders issue
underthis section.

(d) When an agent who is required to be licensed under sub.

terminates employment with a broker—dealer or issuder

minatesthose activities which make that individual an agent, or

transfers employment betweericensed broker—dealers, the

a‘gent,the broker—dealer or the issuer shall promptly file a notice
accordance with rules adopted by the division.

History: 1997 a. 3161999 a. 32 (3) Unlessexempt from licensing under thssibsection, it is
Cross Reference: See also s©FI-Sec 2.012.027 2.028 2.03 and2.04 Wis.  unlawful for a person to transact business in this state as an-invest
adm. code. mentadviser unless licensed under this chapgean investment

adviser. All of the following persons are exempt from licensing
underthis subsection:

(&) A person whdas licensed as a broker—dealer under this
chapter.

(b) A person whosenly clients in this state are persons
describedunder s551.23 (8) (a}o (f).

(c) A person who has no place of business instaite and, dur
) ) ] N ) ing the preceding 12—-month period, has not had more than 5 cli
551.31 Licensing and notice filing requirements.  entswho are residentsf this state, exclusive of clients described
(1) Unlessexempt from licensinginder this subsection, it is unders.551.23 (8) (a}o (f).

unlawful for any person tdransact business in this state as a (3m) Unlessexempt from licensing under this subsection , it

SUBCHAPTERIII

LICENSING AND NOTICE FILING PROCEDURES;
BROKER-DEALERS, AGENTS, INVESTMENT ADVISERS
AND INVESTMENT ADVISER REPRESENATIVES

agentunless licensed under this chapter as an agenof it fob
Iovlen)gApersons arﬁ eg:rr:ptt from I|<t:_en5|r_1t§;]_un(3etr this Isupselct'%'derthis subsection:

a) A person who décts transactions ithis state exclusively o :
for the account of or exclusively infefs tosell or sales to persons () A person who is Ilcenseq as an age nt under this chapter
specifiedin s.551.23 (8) (ajo (f). (b) A person whosenly clients in this state are persons

(b) A person who gives a group presentation relating to gﬁscrlbedmder $551.23 (8) (ajo (7). ) o
issueror the securities of an issuer at a meeting or seminar spon(C) A person who has no place of business instiae and, dar
soredby a broker—dealdicensed under this chaptéithe person Ind the preceding 12-month period, has not had more than 5 cli
makesno solicitations, diers or sales of the issugisecurities on €ntswho are residentsf this state, exclusive of clients described
anindividual basis with any person in this state and if the persBders.551.23 (8) (ajo (f).
doesnot in any other way transact business in this state as an agenf4) (a) It is unlawful for any investmenadviser who is

(c) A person who represents a broker—dealerfecghgtrans reql_Jiredto be Iicens_ed under this chap_ter to employ ar_l investm_ent
actions,if the person meets thiequirements under section 15 (hpdviserrepresentativéo represent the investment adviser in this
(2) of the Securities Exchange Act of 1934 and the pessranis ~ State, unless thglnvestment adylse( representative either is
actionsin this stateare limited to those transactions described ##tensedfor that investment adviser in this state or is a person
section 15 (h) (3) of the Securities Exchange Act of 1934.  describedunder sub(3m) (a) (b) or (c).

(d) An agent who is acting exclusively as an agent representing(b) It is unlawful for any person having a place of business
anissuer of securities and who makefexsf and sales of the issu locatedin this state who is employed or supervisetbys assoei
er’'s securities in transactions that are exempt undg5%23(8) ated with, a federal covered advisdo act as an investment
(9) or under a rule of the division promulgated undé64.23 (18) adviserrepresentative in this state, unléss investment adviser
thatspecifically exempts transactions involving accreditegs — representativeeither is licensed in this state or is a person
torsand that isbased on a model accredited investor exemp_ti@iescrlbedmder sub(3m) (a) (b) or (c).
adoptedoy the North AmericaSecurities Administrators Asseci  (c) 1. When an investment adviser representative licensed in
ation. this state employed by an investment adviser vgh@quired to

(2) (a) Itis unlawful for any broker—dealer or issuer to emplole licensed under this chapter terminates his or her employment,
anagent to represent it in this state unless at least one of the-folltve investmentdviser shall promptly file a notice with the divi

sentative. All of the following persons are exempt from licensing

ing conditions is met: sion in accordance with rules promulgated by the division.
1. The agenis licensed for that broker—dealer or issuer in this 2. When an investment adviser representative licensiisin
state. stateemployed by a federal covered adviser terminates tisror
2. The agent is exempted from the licensing requireme@mployment, the investment adviser representatiwhall
undersub.(1). promptly file a notice with the division in accordance with rules
3. The agent is not requireshder sub(7) to obtain a separate Promulgatecby the division.
licenseto represent that issuer (4m) It is unlawful for anyfederal covered adviser to transact

(b) An agent may not at any time represent in this state m(:bﬁé'{estme_r_]adVi.SorybUSineSS in this state unless one of the follow
thanone broker—dealer or issuer and may simultaneously rep Ing conditions is met:
resentboth a broker—dealer and an issuetcept an agemhay (a) The federal covered adviseronly clientswho are resi
represengny of the following: dentsof this state are described undebs1.23 (8) (ajo ().
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(b) The federal covered adviser has no place of business in thisb. The division may disclose informatiomder subdl. a.to
state,and, during the preceding 12-month period, the adviser hihe department of workforce development in accordance avith
not had more than 5 clients who are residents of this state exchemorandunof understanding under 49.857

sive of clients described under%51.23 (8) (ajo (f). (bs) 1. If an applicant for the issuance or renewal of a license
(c) The federal covered adviser has compligth the notice underthis section isn individual who does not have a social secu
filing provisions under $551.32 (1m) rity numbeythe applicant, as a condition of applying for or apply

(5) A bank, savings institution or trust company not licensé@d to renew the license, shall submit a statement made or sub
asa broker—dealer may execute orders for the purabresale of scribedunder oath or &fmation to the division that the applicant
securitiesas agent for the purchaser or seller thereof in accordafiggsnot have a social security numb@ie form of the statement

with rules adopted by the division. shallbe prescribed by the department of workfategelopment.
(6) It is unlawful for any licensed broker—deal@gent or 2. Any license issued or renewé reliance upon a false

investmentadvisey or any person directly or indirectiyntrolling  statemensubmitted by an applicant under sulbdis invalid.

a licensed broker—dealer or investment adyisetransacbusk (c) Licensing under this subchapter iteefive 30 days after

nessin this statef the licensee is in violation of this chapter any anapplication is filed, other than for an application for license as
rule under this chaptgor any order under this chapter of whictanagent for an issuer of securities exempted undi5is23 (10)
thelicensee or person has notice, or if the informationtained or (19) in which case licensing isfettive 10 business days after
in the licenses’ or persors application for license, as of the datehe application is filed or such earlier time as the division permits,
of such transactions, is incomplete in any mategapect or is except:
falseor misleading with respect to any material fact. 1. Licensing is not déctive if an order is in &ct, or a pre

(7) An agent may make fefrs and sales of securities for moreeeding is pending, unders51.34
thanone issuer that is a limited partnership or for more than one 5 | e division makes a written request for additional infor
issuerthat is an investment company without obtaining a separgie ionrelevant to the application within 30 days after the applica
licensefor each limited partnership or investment company feprg,, is filed, the licensing is not fective until 30 days after the
sentedby the agent if all of the following conditions a@tisfied:  j,tormation is filed in response to that written request or in

(a) The limited partnerships have the sayeeeral partneor  responsdo any subsequent written request for informatiothiey
theinvestment companies have the same investment adviser givision within 30 days after response to a written request is
(b) An application to amend tragents license to name eachfiled;
additional limited partnership or investment company tae 3. If an amendment to a pending application is filed, licensing

agent'semployer is filed with and approved by the division beforg effective 30 days after the amendment is filed; and
the agent makes anyfefs or sales in this state on behalf of the 4. The division may by rule or order specify an earliéeeef

additionallimited partnership or investment company tive date

History: 1971 c. 841977 c. 1441981 c.53 1983 a. 2161987 a. 3811991 a. .
145, 1995 a. 27356, 1997 a. 3162001 a. 44 (Am) (a) If required under £51.31 (4m)a federal covered

:ﬂolztorsof subs. (1) andt(?») fv}redsquect to Sitrtistt lia?ilm%h?é)qondstitutes téanGS advisershall file with thedivision a notice filing together with the

actingbusiness as an investment advisor In violation or sub. IS discussed. Gar H H 1H H

o RN Advisory, Senvicee. 6703 B 2 706(1002) fé€prescribed undes.551.52 (2) The notice filing shall consist
either of a notice filing form prescribed by the division by rule or

551.32 Licensing and notice filing procedure. (1) (a) @copy of those documents that have been filed with the federal

A broker-dealeragent, investment adviser investment adviser Securitiesand exchange commission as the division, by rule or
representativenay obtain an initial or renewal license filing ~ order,may require.
with the division, or an ganization which the division by rule  (b) Aninitial notice filing is eflective upon receipt by the divi
designatesan application together with a consent to service efon of the documents and fee required in. ga). A renewal
processunder s551.65 (1) noticefiling is effective upon the expiration under s¢8) (a)of

(b) An application under pai@) shall contain whatever infor theprior notice filing, or upon receipt by the division of thecu
mation the division byrule requires concerning the applicant’ mentsand fee required under péa), whichever is later
form and place of @anization, proposed method of doing busi (c) To the extent not prohibited by federal |anfederal cov
nessand financial condition, the qualificatioasd business his eredadviser for whom a nonpayment or underpayment of any
tory of the applicant, including, in the case of a broker—dealerrequiredfee to the division has not been remedied within 10 days
investmentdvisey the qualifications and busindsistory of any of the receipt by the adviser of written notification from the-divi
partner officer, director or any person occupying a similar statusion of the nonpayment or underpayment, shall either become
or performing similar functions or any controlling person, anlicensedor qualify for an exclusion or exemption from licensure.
injunction or administrative order or conviction ofridisdemeanor The written notification by the division under this paragraph may
involving securities and any conviction affelony and any other be transmitted electronically
matters which the division determines are relevatii¢applica (1s) Thedivision shall cooperate with other securities admin
tion. Thedivision may by rule or order require an applicant for agirators and regulatoryauthorities to simplify and coordinate
initial license to publish aannouncement of the application inficenseapplication, notice filing and renewal procedures.

oneor more specified newspapers published in this state. (2) Beforeaction on an application the division may designate
(bm) 1. In addition to information required under.ggy and 3 employee to makan examination of the books, records and
exceptas provided in pafbs), an application under pge) shall  fairs of the applicant at the applicastxpense.

containthe following: o _ _ (3) A licensed broker-dealer or investment adviser filay
a. In the case of an individual, the individsasocial security  an application for licensingf a successpand a federal covered
number. advisermay file a notice filing for a successamhether or not the
b. In the case of a person who is not an individual, the persosiiccessois then in existence, for the unexpired portiorthef
federalemployer identification number year. There shall be no filing fee.

2. The division may not disclose any information received (4) Thedivision may by rule prescribe standards of qualifica
undersubd.1. to any person except as follows: tion with respect to training, experience and knowledge of the

a. The division may disclose information under subdothe securitiesbusiness and provide for an examination, which may be
department of revenue for the sole purpose of requesting certifigaitten or oral or both, to be takdsy any class of or all applicants
tionsunder s73.0301 andthe division may by order require an examination of a licensed
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broker—dealeragent, investment adviser or investment advisef 1934 for broker—dealers and section 222 of the Investment
representativéor due cause. Advisers Act of 1940 for investment advisersAll records

(5) Thedivision may by rule or orderestablish a minimum requiredshall be preserved for the period prescribed by the divi
netcapital requirement for licensed broker-dealers, subjebeto sionby rule or order All required records shall, at the request of
limitations of section 15 of the Securities Exchange Act of 193fedivision, be made available at any time for examinatiothby
andmay establish a minimum net capital requirement for licenséiyision either in the principal éite of the licensee or by produc
investmentdvisers, subject to the limitations of section 222 of th®n of exact copies thereof in this state.

InvestmentAdvisers Act of 1940. (2) Everylicensed broker—dealer and investment adviser shall

(6) The division may by rule or order require licensed file such reports as the division prescribes by rule or csdbject
broker—-dealerandinvestment advisers who have custody of d the limitations of section 15 of the Securitieechange Act of
discretionaryauthority over client funds or securities, to postl934for broker-dealers and section 222w Investment Advis
bondsin amounts as the division may prescriberise or order ~ €rsAct of 1940 for investment advisers.
subjectto the limitationsof section 15 of the Securities Exchange (3) If the information contained in angpplication for a
Act of 1934 for broker—dealers and section 22thefnvestment licenseor other document filed witthe division or an @aniza-
AdvisersAct of 1940 for investment advisers, and may determirtion designated under $51.32 (1) (a)s or becomes inaccurate or
the conditions of the bonds. No bond may be required of aimcomplete in any material respect, the licensee filing the applica
licenseewhose net capital exceeds the amaurascribed by rule tion or document shall promptly file a correctiagnendment,
or order of the division. Every bond required by rules premuexceptthat a federal covered adviser shall file a correcting amend
gatedunder this subsection shall provide for suit on the bond byent when it is required to be filed with the securities and
any person who has a cause of actioders.551.59and, if the exchangecommission, unless notification tfie correction has
division by rule or order requires, by any person who has a calsengiven under $551.32 (9) (a)
of action not arising under this chaptdtvery bond requiretly (4) Thedivision shall make periodiexaminations, within or
rulespromulgated under this subsection shall provide thauito without this state, of the business and records of each licensed
may be maintained to enforce digpility on the bond unless the broker-dealeand investment adviseat such timeand in such
suitis brought within the time limitations of §51.59 (5) scopeas the division determines. The examinations may be made

(7) Thedivision may by rule or order impose other conditionithout prior notice tothe broker—dealer or investment adviser
or limitations in connection with the issuangklicenses under The expense reasonably attributableaoy such examination
this chapteras the division deems appropriate in the public interegftall be paidby the broker—dealer or investment adviser whose

or for the protection of investors. businesss examined, but the expense so payable shatixueted
(8) (a) Every license or notice filing undthis section expires anamount which the division by rule prescribes. For the purpose
on December 31 unless one of the following occurs: of avoiding unnecessary duplication of examinations, the divi

1. The license or notice filing is renewed. sion, insofar as it is practicable in administering this subsection,
. T ST may cooperatavith securities administrators of other states, the

2. The license or notice filing is limited or extended for nQtg . riiesand exchange commission, and any national securities
more than 6 months, and the licensee or notice filer pays a f@g pangeor national securities association registered utftr
adjustedproportionately by the division by rule or order SecuritiesExchangeAct of 1934. The division shall not make

3. The division specifies a drent expiration date by rule or pypjic the information obtained in the course of examinations,
order. exceptwhen thedivision’s duty under this chapter requires the

(b) No license or notice filing under this section ifeefive division to take action regarding any broker—dealer or investment
afterits expiration. The expiration of a license or notice filing foadviseror to make thénformation available to one of thegami-
which a renewal application has not been filed constitutes aationsspecified in this subsection, or except when called as a wit
applicationfor withdrawal under sulf9). nessin any criminal or civil proceeding.

(9) (@) Withdrawal from the status o licensed broker—  (5) Thedivision may by rule prohibit unreasonable gjea,
dealer,agent, investment adviser or investment adviser represgrofits, commissions or other compensation of broker—dealers
tative becomes ééctive 30 days after receipt by the division or byndinvestment advisers.
anorganization designated by rule of the divisiamder sub(1) (6) The division may by rule establish standards for the con
(a) of an application to withdraw or within such shorter period agct of business by broker—dealers, agents, investment advisers
the division determines, unless a revocatmnsuspension pro andclearing corporations as defined im68.102 (1) (e)
ceedingis pending when the application is filed opmceeding 7y N licensed broker—dealer shall be subject t88.05 (1)
to revoke or suspend or impose conditions upon the withdrawal 5y \yith respect to any debit balance in a customer account if the
is instituted within 30 dayafter the application is filed. If & pro yepitpalance is payable on demand and the collateral for the
ceeﬁl_ngls pecriljdlng orn?ltltuteccji_,_wnhdrav;llaldbe_cpme;‘mtg/e Zt balanceis securities.
suchtime andupon such conditions as the division by order deter . . . L
mines. If no proceeding ipending or instituted and withdrawal (8) With respect to investmeatlvisers, the division maby

rule or order require that certain information be furnished or dis

automatically becomes ééctive, the divisionmay institute a ; S -
; : i . seminateds necessary or appropriate in the public interest or for
revocationor suspension proceeding hf_or the grounds sp_emﬁﬁ?e protection of inves){orangpadeisory clientg. If the division

unders. 551.34 (1) (b)(g), (m) or (n) within one year after witn romulgatesules or issues orders under this subsection requiring

drawal became déctive andenter a revocation or suspensio ) A . . . iy
orderas of the last date on which the license wasfecef r?hatlm‘ormatlon be furnishedr disseminated, the division may

. L ; in its discretion, permit investment advisers to satisfy require
_ (b) Termination of a notice filing under$51.32 (1mjs efec-  enisof these rules or orders in whole or in part by furnishing cli
tive uponreceipt by the division of written notification of termina gnts or prospective clients information that would satisfy the

tion. , , _ _ requirementf the Investment Advisers Act of 1940.
e %88119%953%’?; a.871995a. 27415 1997 a. 191237,1997 a. 316 iy 1971 ¢. 841975 . 107199 1977 c. 1441981 c. 531983 a. 18%.329
S8.221055 b, 999 & 992 (24); 1985 a. 23%.119 1995 a. 271997 a. 297316
Cross Refeence: See also ch®FI-Sec 4and5, Wis. adm. code. CrossReference: See also clDFI-Sec 4and ssDFI-Sec 5.035.035 and5.05

. . .. . Wis. adm. code.
551.33 Post-licensing provisions. (1) Every licensed

broker-dealeragentand investment adviser shall make and kee§51.34 Denial, suspension and revocation of licenses.

all accounts, correspondence, memoranda, papers, books (AhdThe division may by order deny an applicatifam, or post
otherrecords which the division prescribes by roteorder sub  ponethe efective date of, a license or suspend or revoke any
jectto the limitations of section 15 of the Securities Exchange Aatenseor may censure the licensee, if the division finds that the
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orderis in the public interest and thiie applicant or licensee,or  (m) Has made any material misrepresentation to or withheld
in the case of a broker—dealer or investment advasstpartney  or concealed angnaterial fact from the division, or has refused to
officer or director any person occupying a similar status or pefurnishinformation reasonably requested by the division; or

forming similar functions, or any person directly or indirectly (n) Has not complied with the conditions lamitations of a
controlling the broker—dealer or investment adviser: licenseissued under this chapter

(a) Has filed an application for license which as of ite@fve (Im) (@) The division shall deny an application ftire
date,or as of any date after filing in the caseanforder denying issuanceor renewal of a license if any of the following applies:

effectivenesswas incomplete iany material respect or contained y - the gpplicant fails to provide any information required
any statement which was, in light of the circumstances undgfjars 551 .32 (1) (bm) 1.

which it was made, false or misleading with respect to any-mate
rial fact;

(b) Has willfully violated or willfully failed tocomply with any
provisionof this chapter or a predecessor law or the Securities

of 1933, the Securities Exchange Act of 1934, the Investm 3.0301 (2) (b) 1. kand hearing under £3.0301 (5) (aput is

AdvisersAct of 1940, the Investment Company AXt1940, Or . antitied to any other notice, hearing or review under this sub
any rule under any of such statutes or any order therewfder,

which he or she has notice; chapter. . . . .
(c) Subject to ss11.321111.322and111.335 has been cen 3. The applicant is an individuatho fails to complyafter

icted. within the pasilo vears. of anv misdemeanor involvin appropriatenotice, with a subpoena or warraesued by the
victed, with P years, or any misce INVOIVING e partmenbf workforce development or a county child support
securityor any aspect of the securities business, or any felon

. - yagencyunder s59.53 (5)and related to paternity or child support
(d) Is permanently or temporarily enjoined by any court gfrgceedingsor who is delinquent in making court-ordered pay
competenfurisdiction from engagingn or continuing any con  mentsof child or family support, maintenance, birth expenses,

ductor practice involving any aspect of the securities businesgiedical expenses or other expenses related to the support of a
(e) Is the subject of an order of the division denying an applicehild or former spouse, as provided in a memorandum of under
tion or suspending or revoking a license as a broker—degent standing entered into under $19.857 An applicant whose
or investment adviser; applicationis denied under this subdivision for delinquent-pay
(f) Is the subject of an order entered within the pastars by mentsis entitled to a notice and hearing unde¥%857but is not
the securities administrator of any other statéythe securities entitledto any other notice or hearing under this section.
andexchange commission denying, suspending or revoking the(b) Unlesss.551.32 (1) (bs) lapplies to the licensee, the divi
person’'sregistration or license as a broker—deadgent, invest sjonshall restrict or suspend a license underghischapter if the
mentadviser or federal covered adviser is the subject of an licenseds an individual who fails to provide his or her social secu
orderof the securities and exchang@mmission or of a securitiesrity number The division shall restrict or suspeaticense under
exchangeor associatiomegistered under the Securities Exchanggis subchapter if the licensee is an individual who failsamply
Act of 1934 suspending or expelling such perfsom a securities afterappropriate notice, with a subpoena or warissiued by the
exchangeor association or forbidding the association bli@ion  departmenbf workforce development or a county child support
of the person with a broker—dealer or investment adwisés the agencyunder s59.53 (5)and related to paternity or child support
subject of a U.S. postal service fraud ordEne division may not proceedingsr who is delinquent in making court—ordered pay
institute a revocation or suspension proceeding underpédnia  mentsof child or family support, maintenance, birth expenses,
graphmore than one year from the date of the order relied on, anddical expenses or other expenses related to the support of a
the division may not enter an order under this paragrapth@n child or former spouse, as provided in a memorandum of under
basisof an order under another state law or fedesalunless the standing entered intonders.49.857 A licensee whose license
order was based on facts which would currently constituteig restricted or suspended under this paragraph is entitlad to
groundfor an order under this section; noticeand hearing under 49.857but is not entitledo any other
(g) Has engaged in dishonest or unethical pradiicé® secu noticeor hearing under this section.
rities or investment advisory business or keleen unfair advan () The divisionshall revoke a license if the department of rev
tageof a customer; enuecertifies under s73.0301that the licensee is liable for delin
(h) Is insolvent, in the sense that liabilities excassets or that quenttaxes. A licensee whose license is revoked under this para
the person cannot meet obligations as they mature, or is in s@ehphfor delinquent taxes isntitled to a notice unders3.0301
financial condition that theperson cannot continue in busines$?) (b) 1. b.and hearing under $3.0301 (5) (aput is not entitled
with safety to customers, or the person does not hafieisaf to any other notice, hearing or review under this subchapter
financial responsibility to carry out the obligations incident to the (2) The enumeration of the causes stated in glijshall not

2. The department of revenue certifies und&3s0301that

the applicant is liable for delinquent taxes. An applicant whose
plicationfor the issuance or renewal of a license is denied under

@%subdivision for delinquent taxes is entitled to a notice under

person’soperations; be exclusive and the division may deny an application or suspend
(i) Is not qualified on the basis of such factors as training; exjpg revoke any license or censure any licensee for Guse
rienceand knowledge of the securities business; whethersimilar to or diferent from these causes when necessary

(i) Has failed reasonably to supervise agentsdhe case of OF appropriate in the public interest or for the protection of inves
aninvestmentdviser employees, to assure their compliance witfrs.
this chapterbut no person may be deemed to have failed in such(3) Thedivision may nofnstitute a suspension or revocation
supervisionif there have been established written procedures, gorceedingn the basis of a fact or transaction known to the divi
a system for applyinguch procedures, which would reasonablgion whenthe license was issued unless the proceeding is insti
be expected to prevent and detect, insofar as practicable, &mgdwithin 180 days following issuance of the license.
violationsof statutes, rules or orders and if the person has reason(4) If the public interest or the protection of investors so
ably dischaged the duties incumbent upon therson by reason requires the division may by order summarily deny or suspend a
of such procedures and system; licenseor postpone the fefctive date of a license. Upon the entry

(k) Has failed to pay the proper filing fee, but the divishall of the orderthe division shall serve upon all named parties a copy
vacateany such order when the deficiency has been correctedif the order and notify the parties of their right to request a hearing.

(L) Is selling or hasold, or is dering or has déred for sale, (5) If the division finds that any licensee or applicant is ne lon
in this state securities through any unlicensed agent or for aerin existence or has ceased to do business as a broker;-dealer
dealeror issuer with knowledge that the dealer or issuer has mgfent,investment adviser or investment adviser representative, or
compliedwith this chapter; is subject to an adjudication of mental incompetence or to the con
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trol of a committee, conservator or guardian, or cannot be locaf&l.43 Broker—-dealer activities. It is unlawful for a

after reasonable search, the division may on order issued silroker—dealeto efect in thisstate any transaction in, or to induce

marily revoke the license or deny the application. the purchase or sale of, any security by means of any manipula
(7) No order may be entered under this section except undi¥f, deceptive or other fraudulent device or contrivance, irclud

sub.(4) or (5) without appropriate prior notice to the applicant oing any fictitious quotation. The division may hyle define the

licenseeas well as the employer or prospective employer if tHerms“manipulative, deceptive or other frauduleletvice or con

applicantor licensee is an agent. dases of denial orders writtentfl\klif'vltﬁce"-1995 .

1 i i i I Istory: a.

Igg&r;gs?e%yf?ﬁé :Sg”é:;):t(.:luswns of law areqUIred Only if CrossyRefeence: See also sPFI-Sec 4.05and6.04 Wis. adm. code.

History: 1971 c 841977 c. 125144 1981 ¢. 535191021, 43 1981 ¢. 334, 551 44 Advisory activities. It is unlawful for any person
25(1); 1983 a. 216s.11, 18, 1995 a. 27415 1997 a. 191237, 316, 1999 a. 9 ‘ k : > A
C(rz)ss Refeence: SE]”e also s@[:|_szc f 06nd5.06 Vlmzs_ adme? code. who receives any consideration from another person primarily for

advisingthe other person as to the value of securities or their pur
chase or sale, whether through the issuance of analyses or reports

SUBCHAPTERIV or otherwise, in this state, to employ any device, scheme or artifice
to defraud the other person;@mgage in any act, practice or course
FRAUDULENT PRACTICES of business whicloperates or would operate as a fraud or deceit

uponthe other person. The division may adaés defining the
551.41 Sales and purchases. Itis unlawful for any person, termsused in this section.
in connection with theffer, sale or purchase of any security in this History: 1981 c. 531995 a. 271997 a. 316
state,directly or indirectly:

(1) To employ any device, scheme or artifice to defraud; SUBCHAPTERV

(2) To make anyuntrue statement of a material fact or to omit
to state a material fact necessary in order to make the statements GENERAL PROVISIONS
made,in the light ofthe circumstances under which they are made, o _ o
not misleading; or 551.51 Administration. (1) This chapter shall be adminis

(3) To engageén any act, practice or course of business whidgredby the division. o _
operatesor would operate as a fraud or deceit upon any person, (2) It isunlawful for the division or any fifers or employees
Cross Reference: See also ctDFI-Sec 6and ssDFI-Sec 4.0:nd5.05 Wis.  Of the division touse for personal benefit any information which
adlm-code-d aud | der sub. (2). Sidleraby 108 W is filed with or obtained by the division or arganization desig
ntentto defraud is not recessary element under sub. . Staleml Y S. i i i
24521 322 N:W2d 522(Ct. App. 1982). natﬁdundt?lr 5551.3;]2 1) (a)ﬁ_nd VﬁlhICh |snothge.neraII%/ a\clialllable
Themeaning of “sale” is discussed. Stat&fattes, 175 Ws. 2d 572499 N.w2d to the _pu ic. Not ing in this ¢ apter aut anes the 'V|S|Qn or
711(Ct. App. 1993). any officers or employees of the division to disclose any confiden
Lack of reliance is alefense to all claims based on a misrepresentation tHiEieey _ tial information except among themselves or to other securities

applicationof s. 551.59 (1) (b) does not restrict the defense to claims under s. 55 e i
(2). Carney vMantuano204 Ws. 2d 527554 N.W2d 854(Ct. App. 1996). Jaﬂmmlstratorsor regulatory authorities or when necessary or

Section551.41 does not create a private right of action. Section 55L&snteins  appropriatein a proceeding or investigation under tbfsapter
acivil remedy for a violation of s. 551.41 (2), and tineitation period in s. 5651.59 No provision of thischapter either creates or derogates from any
%Eggg?hes. Colonial Bank & Tust Co. vAmerican Bankshare478 F Supp. 186 privilege which exists at common law otherwise when doeu

Actionsunder ss.551.41 and 551.59 survive the death of the wrongCioetinen mentaryor other evidence is sought Und@w’)poena q‘reCtEd to
tal Assurance Co..\American Bankshares Co#83 F Supp. 1751980). the division or any dicers or employees of the division.

Proofthat the defendant entered imwestment contracts with a purpose or intent  History: 1971 c. 841977 c. 4181981 c. 531995 a. 27
to defraud investors is not required for a violation of sub. (3). The State need onlCross Refeence: See also DFI-Sec and dbFI-Sec 7 Wis. adm. code.
prove that the accused willfully engaged in conduct that operates or would operate

asa fraud or deceit upon a person. The natutheofct is dispositive, not the acsor H
stateof mind. \an Duyse visrael,486 F Supp. 13871980). 551.52 Fees and expenses. (1) (a) There shalbe a filing
fee of $750 for every registration statement filed und&54..25

551.42 Market manipulation. It is unlawful for any person, O 551.26 and for every notice filing unders51.29 (1) (a) If a
directly or indirectly in this state: registrationstatement is denied or withdrawn before thieatfve

(1) To effect any transaction in a security which involves Jateor a pre—éective stop order is entered undebS1.28 or a
changein the beneficial ownership thereof, to enter any order noticefiling is wnh_drawn, the filing fee _s_hall be retalnet_nl.
or ordersfor the purchase or sale of any security with the knowl _(b) 1. An indefinite amount of securities shall be registered for
edgethat an order or orders of substantially the same size, -at seiier and sale in this state underegistration statement relating
stantiallythe same time, and at substantially the same price, for {Ae'edeemable securities issued by an open-readagement
saleor purchase of the securityave been or will be entered iy  Companyor a face amount certificate compaag defined in the
for the same or éifiated persons, for the purpose of creating EvestmentCompany Act of 1940, and the applicahall pay the
falseor misleading appearance of active trading in the security’8f under par(a). Theregistrant also shall, within 60 days after

afalse or misleading appearance with respect to the market forifteend of each fiscal year during which its registration statement
security; is effective and withir60 days after the registration is terminated,

(2) To effect, alone or with one or more other persons, a ser@h? a report on a form prescribed by rule of the division. The form

of transactions in any security creating actuapparent active >Hall require the registrant to do one of the following:

tradingin the security or raising or depressing the price of the & Elect not to include the information under subd. and

security,for the purpose anducing the purchase or sale of thansteadpay a fee of $1,500.

securityby others; or b. Report the amount of securities sold to persotisis state
(3) To induce the purchase or sale of aegurityby the cir during the preceding fiscal year,df the registration is termi-

culationor dissemination of information to thefeft that the price Nated.duringthe portion of the preceding fiscal year during which

of the security will or is likely to rise or fall becauserofirket theregistration was &fctive, and pay a fee of 0.05% of the dollar

operationsof any oneor more persons conducted for the purpo%nountof the securities sold to persons in this state, bulesst

of raising or depressing the price of the secifitye or she is sel than $150 nor more than $1,500.

ling or offering to sell or purchasing orfefing to purchase the 2. An indefinite amount of securities is eligible fofesfand

securityor is receiving a consideration, directly or indiredilgm ~ sale in this state resulting from a notice filing undés4..29 (1)

any such person. (a) for the initial ofer of a federal covered security under section

History: 1981 c. 53.43. 18 (b) (2) of the Securities Act of 1933, if the filing party has-noti
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fied the division of the issuisrfiscal yearand the filing party pays 551.55 Unlawful representations. Neither thefact that a
thefee undepar (a). The filing party shall also, within 90 daysnoticefiling, registration statement an application for a license
after the end of each fiscal year following the filing under $iasbeen filed nor the fact that a secuigyefectively registered
551.29(1) (a) and within 90 days after sales in this state have t@r a person is licensed constitutes a finding by the divisioratiyat
minated,file a report to allow the division to determine that thdocumenffiled under thichapter is true, complete and not mis
amountof the fee paid isorrect. The report shall be on a fornleading. Neither any such fact nor the fact that an exemption or
prescribedoy rule of the division and shall require the filing partgxceptionis available for a security or a transaction means that the

to do one of the following: division has passed in any way upon the merits or qualifications
a. Elect not to include the information under subd.and ©f, or recommended or given approval to, any person, security or
instead pay a fee of $1,500. transaction. It is unlawful to make, or cause to be made, to any

prospective purchaser customer or client any representation
inconsistentith the foregoing.
SHistory: 1995 a. 271997 a. 316

b. Report the amount of securities sold to persotisis state
duringthe preceding fiscal year,df sales have terminated, dur
ing the portion of the preceding fiscal year during which sale
weremade, and pay a fee of 0.05% of the dollar amoulttief 551.56
securitiessold to persons in this state, but not I $150 nor .
more than $1,500.

(2) Everyapplicant for an initial or renewal license under
551.32shall pay a filing fee of $200 in the case of a broker-deal
or investment adviser and $30 in the case of an agent represen|
abroker—dealer or issuer or an investment adviser representa
Everyfederal covered adviser this state that is required to make
anotice filing under $551.32 (Im)hall pay an initial or renewal ; L -

e : - underoath or otherwise as the divisidetermines, as to all the
P odtlceflllmg feedOf gz-oo' A b_rokc_er_—dealabnvestrrina;nt QSYIS;?](_)I’ factsand circumstances concerning the matter biewgstigated;
ederalcovered adviser maintaining a branc within this o ; - o e
stateshall pay an additional filing fee of $30 for eastanch  (¢) Publish information concerning any violation of this chap

office. When an application is denied, or an application or a notit or any rule or order under this chapter or concerning securities,
filing is withdrawn, the filing fee shall be retained. or practicesin the sale of securities, which appear or tend to be

(3) The expenses reasonably attributable to the examinatiHHfa'r’ |neqU|tabI_e or fraudulent; and ) .
of any matterarising under this chapter shall be gfeat to the (d) Hold hearings, upon reasonable notice, and issue orders on
applicant, registrantor licensee involved, but the expenses Sggle bz_aS|s ther_eof, in respect of any matter arising out of the admin
chargedshall not exceed such maximum amounts as the divisigifationof this chapter
by rule prescribes. (2) Forthe purpose of any investigation, hearing or proceed
(4) The division may by rule require the payment mi ing under this chaptethe division or any @iter designated by the
scribedfees for delinquent or materially deficient filings of infor division may administer oaths andfiahations, subpoena wit
mationor documents required under this chapter to be filed wifffSSes, compel their attendance, take evidence and require the
the division or an aganization designated unde551.32 (1)a) productionof any books, papers, correspondence, memoranda,

(5) All feesandexpenses collected under this section shall léa"greementsor other documentsr records which the division
paidinto the state tre%sury emgelevant or material to the inquiryFailure to obey a sub

History: 1973 c. 3331977 c. 4181981 c53 1983 a. 271987 a. 38119952, bocnaor give evidence may be dealt with in accordance it
27.1997 a. 316 885.12
Cross Refeence: See also DFI-Sec 7.01Wis. adm. code. (3) (a) No person is excused from attending and testifying or
o ) ~ from producingany document or record before the division, or in
551.53 Advertising. (1) It is unlawful for any person, in obedienceto the subpoena of the division or anfiasr desig
connectiorwith the ofer, sale or purchase of any security in thiatedby the division, or in any proceeding instituted by the-divi
state,to publish, circulate or use any advertising: sion, on the ground that the testimony or eviderapiired of the
(a) That contains an untrue statemerd ofiaterial fact or omits personmay tend to incriminate him or her or subjiwt person to
to state a material fact necessary in order to make the statemargsnalty or forfeiture; but nidividual may be prosecuted or
made,in the light of the circumstances under which they wesibjectedo any penalty or forfeiture for or on account of his or
made,not misleading; or her testimony or evidence, after claiming his or her privilege
(b) That has not been filed with the division not later than tiRgainstself-incrimination, except that the individual testifying is
dateof publication or circulation, except for advertising relatingot €xempt from prosecution ampdinishment for perjury or cen
to a federatovered security or except as the division may ethdemptcommitted in testifying.
wise provide by rule or order (b) Theimmunity provided under pata) is subject to the
(2) Thedivision may by rule or order prohibit the publicationfestrictionsunder s972.085
circulationor use of any advertising deemed false or misleadingHistory: 1975 ¢. 571981 c. 53s.27, 43,1989 a. 1221995 a. 27

History: 1971 c. 841975 c. 571981 c. 531983 a. 2161995 a. 271997 a. 316 . . . -
Cross Reference: See also s®FI-Sec 4.055.05and7.02 Wis. adm. code. 551.57 Injunctions. Whenever it appears tbe division that

any person has engagedisabout to engage in any act or practice

551.54 Misleading filings. It is unlawful forany person to constitutinga violation of this chapter @ny rule or order hereun
makeor cause to be made, in any document filed withdiision ~ der, the division may bring an action in thameof the state in the
or filed under s551.32 (1) (awith an oganization designated by circuit court of the appropriateounty to enjoin the acts or prac
the division or in any proceeding under this chageay statement ticesand to enforce compliance with this chapter or any rule or
which is, at the time and in the light of the circumstances undeiderhereunderor the division may refer the matterthe attor
which it is made, false or misleading in any material respeat or ney general or the district attorney of the appropriate county
connectionwith such statement, to ontit state a material fact Upona proper showing, the court may grant a permanent er tem
necessaryn order to make the statements made, in the light of ta@raryinjunction or restraining ordgor may appoint aeceiver
circumstancesinder which they are made, not misleading. for the defendant or the defendarassets, anay order rescission

History: 1981 c. 531995 a. 27 of any sales or purchasessafcurities determined to be unlawful

Investigations and subpoenas. (1) Thedivision
may:

(@) Make such public or private investigatiomghin or with-
ut this state as are necessary to determine whether any person has
blated or is about to violate this chapter or any rule or order
Hierthis chapteror to aid in the enforcement tfis chapter or
M&he prescribing of rules and forms under this chapter;

(b) Require or permit any personfiie a statement in writing,
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underthis chapter or any rule or order hereundihe court may Any notice may be given by service as in civil actions or by-certi
not require the division to post a bond. fied mail to the last-known address of the person liable.

History: 1971 c. 841981 c. 5%.43, 1995 a. 27 (b) A person who purchases a security in violatibs.551.41

_ . . (2) is not liable under pafa) if the seller knew of the untrue state
5.5}'58 Criminal pe?arl]t_lesh (1) Any person Wh0N|IIfuIIy| mentof a material fact or omission of a statement of a material fact
V|odate|:_anyhpr0w3|om t |sdc aflpt%r_ ehxct?pt§51.54hor any rul® oy the person sustains the burden of proof to establish that he or
underthis chapteror any ordeot which the person has notice, Ol id not know and in the exercise of reasonable care could not
who violates s551.54knowing or having reasonable cause t

; ) -aUSe Rayeknown of the untrue statement or omission.
believethat the statement made was false or misleading in any ) . .
(3) Any person whawillfully participates in any act or trans

materialrespect, is guilty of a Class H felonfach of theacts \&) ALY S ;
specifiedshall constitute a separatdesfse and a prosecution oractionin violation of s.551.42shall be liable to any other person

convictionfor any one of such tenses shathot bar prosecution Who purchases or sells any security at a price which diesied
or conviction for any other &nse. by the act or transaction fthe damages sustained as a result of

NOTE: Sub. (L) is shown as amended eff. 2-1-032§01 Wss. Act 100 Prior  SUChact or transaction. Damages shall be thferdihce between
to 2-1-03 it reads: the price at which the other person purchasesbti securities and

(1) Any person who willfully violates any piovision of thischapter excepts.  the market value which theecurities would have had at the time

Polict,af wha violaes. . 551,54 khowing or havingeasonable cause to beliove O 1S OF her purchase or sale in the absence of the act or transac
that th’e statementmade was false or misleading in any materialsspect, may be tion, plus interest at the Iegal rate unde¥38.04and reasonable
fined not more than $5,000 or imprisoned for notmore than 7 years and 6 months attorneyfees.
or both. Each of the acts specified shall constitute a separate offense and @ pr (4) Everyperson who directly or indirectiyontrols a person

secutionor conviction for any one of such offenses shall not bar psecution or . 7. -
conviction for any other oﬁeﬁse_ P liable under sub(1), (2) or (3), everypartney principal executive

(2) Thedivision may refer such evidence as is available coﬁﬁ'cer or director of such person, every person occupying a simi
cerningviolations of this chapter or of any rule or order under thi&" Status operforming similar functions, every employee of such
chapterto the attorney general or the district attorney of the appigf"Sonwho materially aids in the act or transactmstituting
priate county who may with or without any reference, institutetN€ violation, and every broker-dealer or agent who materially
the appropriate criminal proceedings under this chaptéfr aidsin the act or transactiotonstituting the violation, are also
referredto a districtattorney the district attorney shall, within 90 liable jointly and severally with and to the same extent as sueh per

days, file with the division a statement concerning any actiopP.unless the person liablereunder proves that he or she did

takenor, if no action has been taken, the reasons therefor Ercl)(t)knnogf {ahr:edem'stthe?]fgfetﬁésf(;ccg farsé);s%kr):%fcaﬁcﬁotﬁghl'aamb'I'ty
oo < wn, Xi y whi iabili

(8) Nothingin this chapter limits the powef the state to pun {3, Alleged to exist. Theris contribution as in cases of contract

ish any person for any conduct which constitutes a crime undamon the several persons so liable
any other statute. g p .

History: 1981 c. 531995 a. 271997 a. 2832001 a. 109 (5) No action shall be maintained under this section unless

Thatsub. (1) does not require a person to know his or her actions are unlawful doesnmencedefore theexpiration of 3 years after the act or trans
notrender the statute unconstitutional. MuelleBullivan,141 F3d 1232(1998). action constituting the violation. but the time specified for eom

551.59 Civil liabilities. (1) (a) Any person who @érs or mencingsuch action shall be extendedrenson of any fact and

sellsa security in violation of £51.21 551.31 551.410r551.55 for the time specified in $893.13and893.16to 893'23 .

or any rule relating thereto, or any condition imposed under s. (6) (&) No purchaser may commence an action under this sec
551.260r551.270r any order under this chapterdiich the per  tion if, before suit is commencethe purchaser has received a
sonhas notices liable to the person purchasing the security froiffitten offer stating the respect in which liability under thess

him or her The person purchasing the security reag either at tion may haye arisen and fairly advising the purchaser of his or her
law or in equity to recover the consideration paid for the securifjghts; offering to repurchase the security feash payable on
togethemwith interest at the legal rate undet 38.04from the date delivery of the security equal to the consideration paid, together
of paymentand reasonable attorney fees, less the amount of 44 interest at the legal rate unded 88.04from the date of pay
incomereceived on the securjtypon the tender of the secuyity Ment,less the amount of any incomeceived thereon oif the

or for damages if the person no longer ownssérurity Damages purchasemo longer ownghe securityoffering to pay the pur
arethe amount that would be recoverable upon a tendettiess chasetupon acceptance of thefafan amount in cash equal to the
valueof the security when the purchaser disposed of it and interéafnagesomputed in accordance with sib); and stating that
atthe legal rate under $38.04from thedate of disposition. éh-  the ofer may be accepted by the purchaser at any time within a
dershall require only notice of willingness to exchangestams ~ SPecifiedperiod of not less than 30 days after the datecdipt

rity for the amount specifiedAny notice may be given by servicethereofor such shorter period as the division may by rule pre
as in civil actions or by certified mail addressed to the last—knowgfibe;and the purchaser has failed to accept sifen iof writing
addresof the person liable. within the specified period.

(b) A person whaffers or sells a security in violation of s. ~ (b) No seller maycommence an action under this section if,
551.41(2) is not liable under paa) if the purchaser knew of the beforesuit is commenced, the seller has received a writtien of
untruestatement of a materidct or omission of a statement ofstatingtherespect in which liability under this section may have
amaterial fact or the person sustains the burden of proof to eswiisenand fairly advising the seller of his or her rightéening to
lish that he or she did not know and in the exercise of reasonalgigirn the security plus the amount of any income received
carecould not have known of the untrue statement or omissiofiereonupon payment ahe consideration received, dithe pur

(2) (a) Any person who purchasesecurity in violation of s. chasemo longer owns the securitffering to pay the seller upon
551.41 (2)is liable to the person selling thecurity to him or her acceptancef theoffer an amount in cash equal to the damages
who may sue either at law @r equity to recover the security andcomputedn accordance with suf2); and providinghat the dier
reasonablettorney fees, plus any income received bype Maybe accepted by the seller at any time within a spegiedd
chasetthereon, upottender of the consideration received, or foPf not lessthan 30 days after the date of receipt thereof; and the
damages and reasonable attorney fees if the purchaser no lofgkgrhas failed to accept thefef in writing within the specified
ownsthe security Damages are the excess of the value of tR€riod.
securitywhen the purchaser disposed of it, plus interest at the legalc) Offers shall be in the form and contain the information the
rateunder s138.04from the date of dispositionyer the consid division by rule prescribes. Everyfef under this subsection shall
erationpaid for the securityTender requires only notice of will be delivered tathe oferee or sent by certified mail addressed to
ingness to pay the amount specified in exchangthémsecurity theofferee at the dérees last—known address. If arf@fis not
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performedin accordance witkts terms, suit by the fifree under the suspension to be continued until modified or vacated by fur
this section shall be permitted without regard to this subsectiotier order upon a finding that trading the security will tend to
(7) No person who has made or engaged in the performarv@rk a frau_d_u_pon the purchasers or selle_rs ofsdwrlty Other
of any contract in violation of this chapter or any rule or ord#¥ise, the division shall vacate treispension of trading and no
hereunderpr who has acquired any purported right under aﬁgrtherorderma_y be entered under this subsection with respect to
contractwith knowledge of the facts by reasonwdfich its mak ~thesame security in the absence of changed circumstances justify
ing or performance was in violation, may base any suit on the cétg an order
tract. (4) Every corporation, partnership or association having its
(8) Any Condition’ stipu]ation or provision bmdmg any perso@rlnclpal office in this state owhose securities have been regis

acquiringany security to waive compliance with any provisién teredunder this chaptesr predecessor laws shall, within 20 days
this chapter or any rule or order hereunder is void. after receipt of written request from the division made in connec

(9) Therights and remedies under this chapter are in additigfn With any investigation under $51.56 (1) furnish the divi

to any other rights or remedies that may exist at law or in equigie" With 2 listof all or part of its security holders as the division
History: 1979 c. 323.33 1981 c. 535.291033, 43 1983 a. 2161995 a. 27 equestsshowing the amount of securities held by each security

Cross Refeence: See also DFI-Sec 7.03Wis. adm. code. holderand the date of issuance of such securities and information
Chapter551 is not the exclusive remedy for securities fraitdoes not preempt  reasonablyrelated thereto, signed by the president, secretary or
commonlaw fraud remedies. Esser DistributingSteidl, 149 Ws. 2d 64 437 partnerof the issuer or a person occupying a similar status er per

N.W.2d 884 (1989). h S -
Sub.(7) is operative only when an innocent party elects rescissiorestiition formlng similar functions.

andwaives a breach of contract remedriticare Systems, Inc. 8entek, Inc159 (5) The division may take such actiasis authorized under
Wis. 2d 639 465 N.W2d 216(Ct. App. 1990). 7 USC 13a-2as amended.

Lack of reliance is @efense to all claims based on a misrepresentation tHiEey : . .
applicationof sub. (1) (b) does not restrict the defense to claims under s. 551.41 32 1'56“)1%95127%7%585‘1975 €. 571991977 c. 1441981 c. 535.34, 35,43, 1983

Carneyv. Mantuano204 Wis. 2d 527554 N.W2d 854(Ct. App. 1996).

A civil action brought in Visconsin under federal law is subject to the limitation . i .
under sub. (5). Cahill.\Ernst & Ernst625 F 2d 151(1980). 551.605 Administrative assessments; investor educa -

An arbitration clause in a securities brokerage contract was enforceable undetiba. (1) IMPOSING ADMINISTRATIVE ASSESSMENTWITH CERTAIN
federalarbitration act. Sub. (8) was in “actual conflict” with the act and was pr ivigi ; i ivigi
empted. Kroog v Maif, 712 F 2d 1148 (1983). ‘bRDE_Rs. (@) The ccj;V|§|qn or any fifer deS|gn§te(rj] by the dIVISIOI’l.d d

Section 551.59 (5) applies to actions arising out of sales of securities under g_g@ylmpose ana m'n'Strat'Ve_asses_smem in the amount_ pl_’OVI e
rules,rather than s. 893.19 (7) [now 893.93 (1) (b)]. Krameoewi & Co., Inc357 In par (b) on any person who is subject to an order that is issued

F. iUtPP- 83(1(1973)- 551 41 and 551,59 survive the d doer Conti unders.551.24551.28551.34551.53551.600r551.63 (1)and
ctionsunder ss.551.41 an .59 survive the dedtheofirongdoer Continer ; ; f .
tal Assurance Co..\American Bankshares Co#83 F Supp. 17%1980). (2) In any of the foIIowmg circumstances:

The limitation period under sub. (5) begingtia when the defrauded party is in 1. Following a hearing unders51.61if the notice delivered
possessionf essential facts that will, if diligently investigated, disclose the fraugg all interested parties includes notice of the divisianithority

Gieringerv. Silverman539 F Supp. 49§1982). . . . . .
A defrauded party may not recover any indirect or consequential damages ur¥9e"mpose an administrative assessment under this subsection.

sub. (1) (a). Jersild ker, 775 F Supp. 198(1991). 2. Pursuant to an order that is issueder any of the sections
) o referredto in this paragraph and that is stipulated to by each person
551.60 Miscellaneous powers. (1) Thedivision may by subjectto the administrative assessment.

rule or order require any issuer of securities registered oOr(p) The amount of an administrative assessment imposed on

exemptecby order of the division under this chapter or predecegny person under this subsection may not exceed $5,000 for each

sorlaws to file with the division and distribute to its secuhityd ¢t or omission that constitutes the basis for issuingotioier

ersin this state at least annually specified financial or other-infQinderany of the sections referred to in péa), except that the

mationconcerning the issuer amountof the administrative assessment may not exceed $50,000
(2) (a) If the division has reason to believe that arfgrobr  for any person subject to the order

saleof an unregistered security is, has beewauld be fraudulent  (¢) The division shall include any administrative assessment

to offerees or purchasers, the division may by order summariiposedunder this subsection in the order issued under any of the

prohibit further ofers or sales of such security in this state untdectionsreferredto in par (a) in the manner described in pé)
it is registered under this chapter 1.0r2.

(b) If the division has reason to believe that any secigity (d) Upon the request of the division, the department of justice
beingor has been &dred or sold in this state by any unlicenseghay bring a civil action irthe circuit court for Dane County to
personin violation of this chapter or any rube order hereunder compelpayment of any unpaid administrative assessment, unless

the division may by ordesummarily prohibit such person frompaymentof the administrative assessment is stayed under s.
furtheroffers or sales decurities in this state until licensed undep27 54

this chapter (e) The administrative assessment under this subsection is in

(c) If the division has reason to believe that any unlicensed pgfditionto any other penaltyemedy or sanction under this chap
sonis transacting or has transacted business in this state agegn

investmentadviser in violation of this chapter or any rule or order (2) INVESTOR EDUCATION.  All moneys collected from the
promulgatedunder this chaptethe division mayy order SUm  qministrativeassessment under sgb) shall be credited to the
marily prohibit such person from further engaging in such activi bpropriatiorunder s20.144 (1) (i) Subject to 20.144 (1) (i)
in this state until licensed under this chapter _ the division shall use moneys credited to that appropriation to pro
(3) If the public interest and the protection of investors s@de information to residents of this stadout investments in
require,the division may by order summarily suspend all tradingecuritiesto help investorand potential investors evaluate their
in this state by broker—dealers and agents in any securignfor investmeniecisions, protect themselves from unfaiequitable
periodspecified. No broker—dealer or agent majeet any trans  or fraudulent oflerings, choose their broker—dealers, agents or
actionin, or induce or attempt to induce the purchase or sale giyestmentadvisers more carefullpealert for false or mislead

any security inthis state in which trading is so suspended, excegy advertising or other harmful practices, and know their rights
in performance of a contract previously entered into. At any tira€investors.

afterthe issuance of an order under this subsection, any interestegktory: 1987 a. 3811995 a. 27

personmay in writing request that the suspension of trading be

vacated. Upon the receipt of a written request, the matter shall 561.61 Hearings and judicial review . (1) No order other
noticedfor hearing and a hearirgipall be held in the manner pro thanan order issued summarily subject to §a8h.may be entered
videdin s.551.61 (2) After the hearing, the division may orderby the division under £51.24551.28551.340r551.53 (2)with-
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out appropriate prior notice to all interested parties, opportunityentsfor different classes. Rules shall be made and published in
for a hearing and, except as provided!351.34 (7) written find  accordancevith ch.227.
ings of fact and conclusions of law (2) No rule, form or order malge made, amended or rescinded
(2) Within 30days after the division has issued an order-sumnlessthe division finds that the action is necessary or appropriate
marily, an interested party may filevaitten request with the divi in the public interest and for the protection of investdrspre
sion for a hearing in respect any matters determined by thescribingrules and forms the division may cooperate with the-secu
order,except a party may file a request fdremring regarding an rities administrators of other states and the securities and
order issued under 551.60 (3)at any time. WWhin 10 days after exchangeommission with a view to achieving maximum unifor
aninterested person files a written request with the division fomaity in the form and content of registration statements, notice fil
hearing,the matter shall be noticed for hearing, and a hearing shiafs, applications and reports wherever practicable.
be held within 60 days after noticenless extended by the divi  (3) Subjectto section 15 of the Securities Exchange Act of
sion for good cause. During the pendency of dmaring 1934and section 222 of the Investment Advisers Act of 1940, the
requestedinder this subsection, the order issued summarily shailision may by rule or order prescribe the form and content of
remainin effect unless vacated or modified by the division.  financial statements required under this chapthe circum
(3) After a hearing, the division may issue a final order aancesunder which consolidated financial statements shall be
appropriate.The final order may fifm, vacate or modify an order filed, and whether any requirdidiancial statements shall be certi
issuedsummarily in eflect during the pendency of the hearamy fied by independent or certified public accountants. All financial
appropriatepr may include such other sanctions as are providgttementsshall be prepared in accordance with generally
for under s551.24551.280r551.34 An order issued summarily acceptedaccounting practices unless otherwise permitted by rule
againsta party becomes a final order if the party fails to reque8t order
a hearing under sul2) or if the party defaults after requesting a (4) No provision of this chapter imposing any liabilapplies
hearing. to any act done or omitted in good faith in conformity with any
(4) Hearingsand rehearings shall be pubhc rule, form or order of the diViSion, nOththStandlng that [hb, ]
(5) Ordersof thedivision are subject to judicial review underform or order may later be amended or rescinded or be determined

ch. 227 but orders originally entered without a hearing may ge be |nyaI|d for any .reason. i
. N . . . History: 1981 c. 535.43; 1995 a. 271997 a. 316
reviewedonly if the party seeking review has requested a hearingocs Refeence: See also ctDFI-Sec 9 Wis. adm. code.

within the time provided by suli2).

History. Shoance: o e P et B Wle i code & 551.64 Administrative files and opinions. (1) A docu
: S : mentis filed when it is received by the division drauthorized

551.62 Stay of proceedings. (1) No permanent or tempo unders.551.32 (1) (a)an oganization designated by the division.

rary injunction, stayrestraining order asther order shall issue in | (2) Thedivision shall keep a register of all licenses, ndilee
any proceeding under §51.560r 551.61suspending or staying ingsand registration statements which aréave ever beenfet-
any order of the division, excepipon application to the circuit tive under this chapter and predecessor laws and all denial, sus
courtof the appropriate countgiotice of which shall be given to pensionand revocation orders whittave been entered under this
the division and other parties the proceeding, and except aftefhapterand predecessor laws. The register shall be open fer pub
opportunity for hearing thereon. No permanent or temporatf INsPection. _ o _ _ o
injunction, stay restraining order or other order shall issue in any (3) Theinformation contained in or filed with amggistration
other proceeding or action, in amgourt, which shall have the Statementpotice filing, application or report shall be made avail
effect of delaying or preventing any suohder from becoming ableto the public in accordance with rules adopted by the division.
effective,unless the parties tbhe proceeding before the division (4) Thedivision upon request shall furnish to any person at a
arealso parties to the court proceeding or action, and eaftept reasonablechage photostatic or other copies, certified by the
noticeand opportunity for hearing thereon. division if certification is requested, of amtry in the register or

(2) No permanent or temporary injunction, stagstraining anyorc_i(_?ror_other (_joqumgnt Of_‘l file with the division. Any copy
orderor other order shall issue in any proceeding undgsis56 Socertified is admissible in evidence unde889.18
or551.610r in any other proceeding or action, in any court; sus (5) The division may honor requests from interested persons
pendingor stayingany order of the division or having thdestt  for interpretative opinions.
of delaying or preventing any such ordeam becoming déc- History: 1981 c. 53s.40, 43; 1995 a. 271997 a. 316
tive, unless an undertaking is entered into on the part of the peti ) ) ]
tioneror plaintiff, with a surety and in the sum the caurthe pre  551.65 Service of process. (1) Everyapplicant for license
siding judge thereof directs or approves to thieafthat the Or registration under this chaptewery person filing a notice il
petitioneror plaintif will pay all damages which any party susing under this chapter and every issuer that proposedeoaf
tainsby the suspension or stay of the order or the delay or preveéfcurityin this state through any person acting as agent shall file
tion of the order fronbecoming déctive, and to such otherfeét ~ With the division arif applying for a license, with theganization
asthe court or judge directs, and no order or judgment in any pfg¢signatedy the division under £51.32 (1) (a)anirrevocable
ceedingor action shall betayed on appeal therefrom unless a likéonsen@ppointing the division to be his or her attorney to receive
undertakings entered intdy the petitioner or plainfifn addition ~serviceof any lawful process in any noncrimiralit, action, or

to the undertaking under 808.07 proceedingagainst him or her or a successppersonal represen
History: 1971c. 84 Sup. Ct. Ordel67 Ws. 2d 585776 (1975)1977 c. 18%.  tativethat arises undehis chapter or any rule or order under this
1351983 a. 2161995 a. 27 chapterafter the consent héen filed, with the same validity as

if served personally on the person filing the consent. The consent
551.63 Rules, forms and orders. (1) The division may shallbe in the form the division by rule prescrib&he consent
make,amend andescind any rules, forms and orders that are nageednot be filed by a person who has filed a consent in connection
essaryto carry out this chaptencluding rules and forms govern with a previous registration or notice filing or licenbat is then
ing registration statements, notice filings, applicaticensd in effect. Service may be made by leaving a copy optieess
reports,and defining any terms, whether or not used in this-chagt the ofice of the division, but it is not fefctive unless thplain
ter, insofar as the definitions are not inconsistent with this chapt#f, who may be the division insit, action, or proceeding insti
or federal statutesr regulations. For the purpose of rules anaitedby the division, promptly sends notioéthe service and a
forms, the division may classify securities, persons and mattexspy of the process by registered or certified mail todéiendant
within the divisions jurisdiction, and prescribe tBfentrequire  or respondent at the perssiést address on file with the division,
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and the plaintif s afidavit of compliance withhis subsection is acceptedn this state. The provisions concerning purchases and
filed in the case on or before theturn day of the process, or withinoffers to purchase apply when a purchase far @6 purchase is
suchtime as the court allows. made in this state or anfef to sell is made and accepted in this
(2) Whenany person, including any nonresident of this statgtate.
engagesn conduct prohibited anade actionable by this chapter (2) For the purpose of this section, arfesfto sell or to pur
or any ruleor order under this chaptend the person has not filedchaseis made in this state, whether or not either party is then pres
aconsent to service of process under ¢$iipand personal juris entin this state, when the fef originates from thistate or is
diction over the person cannot otherwise be obtainékis state, directedby the oferor to this state and received by thieade in
that conduct shall be considered equivaleéotthe persos’ this state, but for the purpose of%1.21 an ofer to sell which
appointmenbf the division to be his or her attorney to receive seis notdirected to or received by thef@ree in this state is not made
vice of anylawful process in any noncriminal suit, action, or-proin this state.
ceedingagainst theperson or the persansuccessor or personal  (3) For the purpose of this section, afieofto purchase or to
representativehat arises out of thabnduct and that is broughtse|lis accepted in this state when acceptance is communicated to
underthis chapter or any rule or order under this chapiiéh the  the offeror in this state, and has nmteviously been communi
samevalidity as if served on him or her personalf§ervice may catedto the oferor, orally or in writing, outside this statand
bemade by leaving a copy of the process at tfieeobf thedivi-  acceptancés communicated to thefferor in this state, whether
sion, but it is not efective unlesshe plaintif, who may be the divi  or not either party is then present in this state, when fleecef
sionin a suit, action, or proceeding instituted by the divisionjirectsit to the oferor in this state reasonably believing thieodr
promptly sends notice of the service and a copy of the processi§¥e in this state and it is received by thiewfr in this state.
registerecor certified mail to the defendant or respondent at the (4) An offer to sell or to purchase is not made in this state when
person'siast-known address or takes other stépsare reasen ,q 5 plisher circulates or there is circulated on the publisher
ably calculated to give actual notice, and the pldirstiafidavit  pepafin this state any bona fide newspaper or other publication
of compliance with this subsection is filed in the case on or bef Fgeneral, regular and paid circulation which is not published in

the return day of the process, or within such time as the Cois state, or a radio or television program originating outside this

allows. _ ) _ stateis received in this state.
(3) Whenprocess is served under this section the court, or thejistory: 1971 c. 841981 c. 53

division in a proceeding before the division, slatler such con  This section focuses on locus of certain actions, regardless of eithes paety’
tinuanceas is necessary tdafd the defendant or respondent-reaénce. Feitler Widas Associates}18 F Supp. 73§1976).

sonableopportunity to defend. . .
History: 1981 c. 53s.41 43 1995 a. 271997 a. 3161999 a. 322001 a. 102 ©91.67 Statutory policy . This chapter shall be so construed

asto efectuate its general purpose to make unifdne law of
551.66 Scope of chapter . (1) The provisionf this chapter thosestateswvhich enact the “Uniform Securities Act” and to coor
concerning sales andfefs to sellapplywhen a sale or far to sell dinatethe interpretation and administration of this chapter with
is made in this state or when arfesfto purchase is made andrelatedfederal regulation.
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