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SUBCHAPTERI (e) A person whosdealings in securities are limited to transac
tionsexempt by s551.23 (5)
TITLE AND DEFINITIONS (f) A person licensed as a real estate broker unddseland

whosetransactions in securities are isolated transactions inrciden

551.01 Short title. This chapter shall be known and may bél to that business; or
cited as the “Wsconsin Uniform Securities Law”. (g) The investment board; or

(h) Other persons not within the intent of this subsection whom
551.02 Definitions. In this chapterunless the context other the division by rule or order designates.

wiserequires: (4) “Division” means the division of securities.

(1) “Advertising” means any circulaprospectus, advertise (5) “Fraud”, “deceit’ and “defraud” are not limited to cem
mentor other material or any communication by radio, teIeV|S|oH10n law decei’t

picturesor similar means used in connectiwith a sale or pur B " _
chaseor an ofer to sell or purchase any security (6) "Guaranteed” means guaranteed as to payment of princi
(2) “Agent” means any individual other than a broker—dealglal’ mtfzrest or d|V|denQS. .,
who represents a broker—dealer or issuerfiectihg or attempting  (7) “Investmentadviser” means any person who, for eom
to effect transactions in securities. A partnefficer or director Pensation,engages in théusiness of advising others, either
of a broker—dealer or issyer a person occupying a similar statuélirectly or through publications, writings or electronic means, as
or performingsimilar functions, is an agent if he or she is withifo the value of securities a@s to the advisability of investing in,
this definition. “Agent”does not include an individual who repre purchasingor selling securities, or who, feompensation and as
sentsan issuer in: a part of aregular business, issues or promulgates analyses or
(a) Effecting transactions in a security exempted [§64.22  '€POrts concerning securities. “Investment advisedoes not
(b) Effecting transactions exempted by551.23 otherthan include: . .
transactions exempted undef51.23 (10)or (19) in which the (&) A bank, savings institution or trust company;
individual receives a commission or other remuneration directly (b) A lawyer, accountant, engineer teacher whose perfor
or indirectly for soliciting or selling to any person in this state; omanceof these services is solely incidentalthe practice of his
(c) Effecting other transactions if no commission or othélr her profession;
remuneratioris paid or given directly or indirectly for soliciting  (c) A broker—dealer or agent whose performance of these ser
any person in this state. vicesis solely incidental to theonduct of his or her business as
(3) “Broker—dealer’means any person engaged in the-busi broker—dealer oagent and who receives no special compensa
nessof effecting transactions in securities for thecount of others tion for them;
or for the persos own account. “Broker-dealer” does not (d) A publisher of any bona fide newspapeews magazine

include: or business or financial publication with a regular and paid cir
() An agent; culationor a publisher of any securities advisory newsletter with
(b) Anissuer; aregular and paid circulation which does not provide advice to
(c) A bank, savings institution or trust compawpenefiect- Subscriberon their specific investment situation;

ing transactions for its own account or as agent un@érls31 (5) (e) The investment board; or
(d) An executor administratgr guardian, conservator or (f) Other persons netithin the intent of this subsection whom

pledgee; the division by rule or order designates.
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(8) “Issuer” means anperson who issues or proposes to issuetaryinter vivos trust not created ftire purpose of carrying on
any security and any promoter whats for an issuer to be formedany business or solely fahe purpose of voting; or any beneficial
except: interestin any testamentary trust; or any membeénterest that

(a) With respect to certificates of deposit or trust certificate)cludesall of the rights set forth in 483.0102 (1) in a limited
“issuer” means the person performitige acts and assuming theiability company oganized under cti83if the aggregate num
dutiesof depositormanager or trustee pursuant to the provisiofer of members of the limited liability compargfter the interest

of the trust or other instrument under which the security is issuég$old, does not exceed Hd the articles of ganization do not
and vestmanagement of the limited liability company in one or more

(b) With respect to certificates of interestparticipation in oil, managers. . . W A
gasor mining titles or leases, “issueieans the owner of any | (c) Except as provided in pdb), “security” is presumed to

suchtitle or lease who creates fractional interests therein for piffcludea membes interest ima limited liability company @a-
posesof sale. nizedunder ch183if the articles of gganization vest manage

p . " . I mentof the limited liability company in, or if the operatiagree
fit g?)thé\lgg'jgfer means not directly or indirectly for the bener_ne_nt delegates the essential manageresdponsibility of the
. ., o . limited liability company to, one or more managers who are not
(10) “Person”means an individual, a corporation, a parnememperspr if the aggregate number of members of the limited
ship,an association, a joistock compana trust where the inter |iapjlity companyafter the interest is sold, exceeds 35. “Security”
ests of the beneficiariese evidenced by a securiyn unincorpe s presumed not to include a meniséanterest in a limited liability
rated organization, a government, a political subdivision of @ompanyorganized under chl83 if the aggregate numberf
governmenbr any other entity membersof the limitedliability company after the interest is sold,
(12) (a) “sale” or “sell” includes every sale, disposition doesnot exceed 35 and the articles ofjamization do not vest
exchangeand every contract of sale of, or contract to sell, aseecuanagemenbf the limited liability company in, nor does the
rity or interest in a security for value. operatingagreementlelegate the essential managerial responsi

(b) “Offer” or “offer to sell” includes every attempt offer to  bilities of the limited liability company to oner more managers
sell or dispose of, or solicitation of arfef to purchase, a security Who are not members.
or interest in a security for value, but does not include solicitation (14) “State” means any state, territory or possession of the
by a licensed broker—dealer of tentatieservations of securities United States, the District of Columbia and Puerto Rico.
which shall not be binding upon the purchaser until ratified by tthistory: 1971 c. 841977 c. 1441979 c. 102.236 (3) 1981 c. 5Fs.1104, 43;

purchasesafter the securities may legally be sold 1983a. 87 216 1985 a. 381991 a. 1451993 a. 12; 1995 a. 27356, 400
: Profit sharing agreement between management and labor in exchange for wage

(c) Any securitygiven or delivered with, or as a bonus oroncessionsvas not a securityFore iy Express, Inc..\Bast, 178 W (2d) 69505
accountof, any purchase of securities or any other thing is ConsMAV/\/LZedr)eAclgﬁigiggteA%g.sltcg)glf)\}vas mailed to plaifitih Wisconsin, and extensive
eredto constitute parof the subject of the purchase and to havé%licitation was conducted by defendants is&nsin, it qualifiéd as afoffer”

beenoffered and sold for value. within (11) (b). Since securifies were neither registered isc@sin nor exempt

: from registration, plaintffwas entitled to rescind transaction and recover purchase
(d) Every saleor offer of a warrant or ”ght to purchase OI"Sprriceof securities plus costs. Hardtkelove Tree Corp. 386 F Supp. 1085.

scribeto another security of the same or another isssavell as  «Offer to sell” under (1) (b) occurred when defendant gave unexecpéether
everysale or der of a security which gives the holder a preseshipagreement to plainfifthus implicitly inviting plaintif to return it completed as
or future right or privilege to convert into another security of thi@ form and amount. Feitlet ¥idas Associates, 418 F Supp. 735.

ther issueis considered to include anfef of the State and federal regulation of}condomlnlums. Mlnahan{ 58 MLR 55.
sameor ano WhenDoes A Membes Interest in an LLC Become a Security? Briskas. Waw

othersecurity Sept.1994.

(e) The terms defineih this subsection do not include any
bonafide pledge or loan of a security

(f) A securities broker—dealer or agent whieets a brokered
securities transaction nsideredo have dected a sale or pur REGISTRAION OF SECURITIES
chaseof a security

(12) “Securitiesact of 1933", “securities exchange act °f551.21 Registration

1934", “investment company act of 1940", “investment adviserg,, orson to dér or sell any security in thistate unless it is regis

actof 1940” and “internal revenue code” mean the fedgtealites teredunder this chapter or the security or transaction is exempted
of those names as amended on Januaf®70, including such un?ers.551.220r551.23

SUBCHAPTERII

requirement. (1) It is unlawful for

lateramendments as the division determines are not inconsisten

with the purp:ose Of. ﬂ?,'s chapter . _ registeredunder this chapteor any person in control of or con
(13) (a) “"Security” means any stockieasury stock; note; yolied by or under common control with the issuer or registrant,

bond; debenture; evidence of indebtedness; share of benefigiabtrer or sell any of the registered securities in this state if the

interestin & business trust; certificate of interest or participatiqgeor registrant is in violation of this chapter any rule under

in any profit sharing agreement; collateral trust certificate; preqpjs chapteror any order under this chapter of which he or she has

ganizationsubscription; transferablhare; investment contract; stice or if theregistration statement relating to the securities, as

commodityfutures contract; voting trusertificate; certificate of o the date of such fr or sale, is incomplete in amyaterial

depositfor a security; limited partnership interest; certificate gfagpecipr contains any statement whisHalse or misleading with
interestor participation in an oil, gas or mining title or leasnor especto any material fact.

payments out of production under such a title or leas@ ger pistory: 1971 c. 841981 c. 53.43; 1985 a. 381995 a. 356

eral,any interest or instrument commonly known as or having thesee note to 551.02, citing HardtkeLove Tree Corp. 386 F Supp. 1085.

incidentsof a security or déred in the manner in which securities Registratiorand reporting requirements for exempt transactions discussed. Feitler

areoffered; or any certificate of interest or participation in, tempd Mr']d"’;.s ASS."C'atfes’ 418 F Supp. 734;} b st bonds. Mulcah

rary o interim certificate farreceipt for guarantee of Or OPtioN, G esroner o9 MLR o1 ¢*Pansidmough industrial revenue bonds. Mulcahy

warrantor right to subscribe to or purchase or sell, any ofdie

going. 551.22 Exempt securities. The following securities are
(b) “Security” does not include any fixed or variable insurandexemptfrom registration under §51.21 (1)

or endowment policy or annuitgontract under which an insurer (1) (a) Any security including a revenue obligation, issued or

promisego pay money either in a lump sum or periodically for lifguaranteedby the United States, any state, any politstdddivi

or some other specified period; any beneficial interest in ary velonof astate or any agency or corporate or other instrumentality

2) It is unlawful for any issuer or registrant of any securities
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of one or more of théoregoing; or any certificate of deposit forsion; any security designated, or approved for designation upon
any of the foregoing; but any revenue obligation payable fromotice of issuance, as a national market system security by the
paymentgo bemade in respect of property or money used undeationalassociation of securities dealars;., subject to rules that
a lease, sale or loan arrangemégtor for a nongovernmental the division may promulgate under this subsection; any security
industrialor commercial enterprise is exemptedy as provided of the same issuer which is of senior or substantially equat@ank
underpar (b). A security other than a security issued or guararthe security listed, designated or approved for listing or designa
teedby the United States or an agency or corporate instrumentain; any security called for byubscription rights or warrants so
ity of the United States and other than a revenue obligation]isted, approved or designated; or any warrant or right to purchase
exemptunder this subsection only if the issisefinancial state or subscribe to any of the foregoing.
mentsare prepared according to generally accepmbunting  (8) Any security issuetb its members by a domestic corpora
principlesor guidelines which the division designates by rule. tion organized and operated not for private profit but exclusively
(b) Unless subject to a letter of credit of a bank, savings bafigk religious, educational, benevolent, charitable, fratesaaial,
or savings and loan associationpsvided in this paragraph, aathleticor reformatory purposes; and any evidences ofidsbed
revenueobligation of an issuer specified under.pa@ythat is pay by any such corporation to nonmembersampliance with rules
ablefrom payments to be made in respect of propertpaney adoptedby the division.

usedunder a leasesale or loan arrangement by or for a norgov  (9) Any commercial paper meetirthe requirements estab
ernmentaindustrial orcommercial enterprise is exempted subjegshed by rule of the division and which arises out of a current
to rules adopted by the division. A revenue obligatioexismpt  transactioror the proceeds of which have been or are to be used
from any filing under the rules of the divisionitifs the subject of for current transactions, and which evidences an obligation to pay
anirrevocable letter of credit from a bank, savibgsk or savings cashwithin 9 months of the date of issuance, exclusive of days of
andloan association in favor tiblders of the revenue obligationsgrace or any renewal of such paper which is likewise limited, or
prOVIdlng for payment of all prInCIpaI ahe revenue Obllgatlons anyguarantee of such paper or of any such renewal.

andall accrued and unpaid interest to t@te of an event of 14y Any investmentontract or other security issued in €on
default on the revenue obligations, and the letter of credit i3 tionwith an employes stock purchase, savings, pension, profit
accompaniedby an opinion of counsel stating: sharingor similar benefit plaif, in the case of plans which are not
1. a. That payment of debt service will wohstitute a prefer qualified under sectiod01 of the internal revenue code and which
enceunder federal bankruptcy law if a petition in bankruptith  providefor contribution by employes, theiefiled with the divi
respecto the enterprise is filed; or sion prior to any dfer or salea notice specifying the terms of the
b. Thatthe letter of credit will provide for reimbursement tgplanand any additional information required undes%l.24 (6)
holdersof the revenue obligations if they are required by order ahd the division does not by order disallow the exemption within
a federal bankruptcy court to disger as a preference any pay 10 days after the date of filing the notice ibadditional informa
mentof a debt service; and tion is required under £51.24 (6) within 10 days after the date
2. That the enforceability of the letter of credit would not bef filing that information.
materially afected by the filing of a petition under federal bank (11) Any shares of common stock issued by a service corpora
ruptcy law with respect to the enterprise or any person obligatédn organized under s480.1901to 180.1921

to reimburse the bank, savings bank or a savings and loan associg12) Any securitiesof a cooperative corporationgamized
tion for payments made under the letter of credit. underch. 185.

(2) Any security excluding a revenue obligation, issued  (13) Any option to put or call any outstanding security trans
guaranteedy Canada, any Canadian province, any political sufictionsin which are exempted unders&1.23 (3)
division of any such province, any agencyarporate or other (14) Any securityissued by a licensed broker—dealer to its

instrumentalityof one or more of the foregoing, or any other for_ ; -
eigngovernment with which the United States currentbintains grgﬁérs, partners or employes, subject to rules adopgetie divi

diplomaticrelations, if the security is recognized as a vatitiga: (15) Any contract for the sale or purchase of a commodity for

ion by the i ror rantor . o
tio Sbypt\ € 1ssue 'to gua 3 ;O q i interest iy fuure delivery if it is tradedor executed on a contract market-des
(3) Any security issued by and representing an interest in gt Jte dqiinders USC 7

adebt of, oguaranteed byiny bank aganized under the laws of (16) Contributionnotes issued under&l1.33 (2) (b)613.33

the United _States, oany bank, savings institution or trust com(z) or614.33 and any debt securities approved by the commis
panyorganized under the laws of any state and subjeetjla Slonerof insurance and issued unde6%L.75 (2)in connection

tion in respect of the issuanoe guarantee of its securities by &'. hth . f Ki . |
governmentahuthority of that state. with the conversion of a stock insurance corporation to a mutual,

or.under s613.750r 614.76in connection witlthe conversion of
&Service insurance corporation or fraternal to a mutual.

(17) Any security as to which the division by rule or order
dinds that registration is not necessary or appropriate for the

(4) Any security issued by and representing an interest in
a debt of, or guaranteed bgny federal savings bank faderal
savingsand loan association, or any savings bangavings and
loan or similar associationrganized under the laws of any stat k ;
andlicensed to do business in this stétat, not including the capi prgfsfgt'_o?gl'g\gigég239'73 ¢ 2651975 c. 3591977 . 1441979 ¢, 1021981
tal stock of a state—chartered capital stock savings bas&ViTgs . 53 10334 216 1987 a. 27381 1980 a. 303336 1901 A 145221 1098 &. 27
andloan association. 356

(5) Any security issued or guaranteed by any federal credit ] ) )
union, or any credit union or similar associatiomanized and 551.23 Exempt transactions. The following transactions
supervisedunder the laws of this state. areexempt from registration unders51.21 (1)

(6) Any security issued or guaranteed duyy railroad, other (1) Any isolated nonissuer transaction, whethefeatéd
commoncarrier public service corporation, public utility or pub througha broker—dealer or not.
lic utility holding company which is subject to regulation in  (2) Any nonissuer transaction fe€ted by or through a
respectof the issuance or guarantee of the security by a govelinensedbroker—dealer pursuant to an unsolicited order fer ¢
mentalauthority of the United States, any state, Canada or gmyrchasebut thedivision may by rule require that the records of
Canadiarprovince. the broker—dealer confirm that the order deofo purchase was

(7) Any security listed, or approved for listing upon noti¢e Uunsolicited.
issuancepn the New ¥rk stock exchange, the American stock (3) Any sale of any outstanding security by or on behalf of a
exchangeor a securities exchange designated by rule of the diyiersonnot the issuer and not in control of the issuer or controlled
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by the issuer or under common control with the issuer at a priaéirectly for soliciting any subscriber ithis state and no advertis
reasonablyelated to the current market price if: ing is published or circulated unless it has bpemmitted by the

(a) The issuer has any securitiegistered under section 12 ofdivision, and if the subscription is not binding and no payment is
the securities exchange act of 1934 or exempted from registrafiéadeby anysubscriber until the securities subscribed for may
by section 12 (gJ2) (G) or 12 (g) (3) of that act, or the issuer i¢egally be sold.
aninvestment company registered under the investo@mmpany (10) Any offer or sale of its securities by an issuer having its
actof 1940; or principal office in this state, if the aggregate number of persons

(b) Securities of the same class have been registered underftflgingdirectly or indirectly all of the issuersecurities, after the
Chaptemnder a registration statement becom”fgce[vewnmn securitieso be issued are SOld, does not exceed 15, exclusive of

2 years preceding the sale and the registratias not been Personsinder sub(8), if no commission or other remuneration is
revokedor suspended; or paid or given directly oindirectly for soliciting any person in this

(c) Securities of the same class have been registered unde{REE,€XCePt to broker-dealers aadents licensed in this state,
securitiesact of 1933 and there is filed with the division prior tG'd1f N0 advertising is published unless it has been permitted by
any ofer or sale aotice of the proposed sale, other informatiof{1€ division. . )
asthe divisionby rule requires and any additional information (11) (a) Any transaction pursuant to arfieofdirected by the
requiredunder s551.24 (6) and the division does not by orderofferor to not more than 10 persons in this state, excluding persons
disallowthe exemption within 10 days aftitee date of filing the €xemptunder sub(8) but including persons exempt under sub.
noticeor, if additional information is required unde5&1.24 (6)  (10), during any period of 12 consecutive months, whetheobr
within 10 days after the date of filing that information; or the oferor or any of the dérees is then present in this state, if the

(d) The issuer or applicant files with the division such infermé)fferor reasonably believes that all the persons in this state are pur

tion, and an undertaking fite such reports, as the division by rule-h@singfor investment, and no commission or other remuneration
requiresand any additional information requiradder s551.24 is paid or given directly or indirectly for soliciting any person

(6), and the division does not by order disallow the exemptidiiS State other than those exempt by €8p. _

within 10 days after the date of filing such information required (P) The division may by rule or ordeas to any security or

by rule or if additional information is required undei5§1.24 (6) ~ transactiororany type of security or transaction, withdraw or fur
within 10 days after the date of filing that information. thercondition this exemption, or increase or decrease the number

(4) Any transaction between the issuer or other person %offerees permitted, or waive the conditions in (& and may

whosebehalf the dering is made and an underwriter or amonéequwereports of salt_es under this exemption. . .
underwriters. (12) Any transaction pursuant to arfexfto existing security

olders of the issugother than an entity designated i%51.52
(b), or of a corporation which, prido the ofer, owned sub
ntiallyall of the voting stock of the issuer or whose controlling

ge soniganized the issuer for the purpose of thierpif no com
or other evidences of indebtednassured therebis ofered and missionor other remuneratioather than a standby commission
soldas a unit is paid or given directly or indirectly for soliciting any security
S . . holderin this state, and if, prior to anyfef or sale, the issuer files
(6) Any judicial sale or anyransaction by an executadmin 5 nstice specifying the terms of thefef, all other information

istrator,sherif, marshal, receivetrustee in bankrupteguardian  yhich the division by rule requires and any additional information

(5) Any transaction in a bond or other evidence of indebte
nesssecured by a real or chattel mortgage or deed of trust, or
an agreement for the sale of real estate or chattels, if the en
mortgagedeed of trust or agreement, together withithe bonds

orconservator _ . requiredunder s551.24 (6) and the division does not by order
(7) Any transaction executed faybona fide pledgee without disallowthe exemption within 10 days aftiéie date of filing the
any purpose of evading this chapter noticeor, if additional information is required undei5&1.24 (6)
(8) Any offer or sale of a security to any of the following: within 10 days after the date of filing that information. In this sub
(a) The issuer of the security section,“security holder” includes a person wabthe time of the

transaction is a holder of convertible securities or nontransferable
warrantsor a holder of transferable warrants that are exercisable
within not more thai®90 days of their issuance but does not include

a person who at the time of the transaction is a holder of only trans
ferablewarrants that are exercisable for more than 90 days after

(b) A bank, savings institution, savings bank, creufiton,
trustcompanyinsurer broker—dealerinvestment adviser or sav
ings and loan association, if the purchaser or prospegtive
chaseiis acting for itself or as trustee with investment control.

(c) Aninvestmentompany as defined undes USC 80a-3

or a pension or profit—sharing trust, except that &erafr sale of their issuance.
asecurity to a pension or profit-sharing trust or to an individual (13) Any transaction incident to a clagste by stockholders,

retirementplan, including a self-employed individual retirement?Ursuanto the articles of incorporation or the applicable corpora
plan, is not exempt under thizaragraph unless the trust or plan idon Statute, on aneger, consolidation, share exchange, rectassi

administerecby a bank, savings institution, savings bariedit ication of securities, or_sale of corporate assets in consideration
union trustcompanyinéurer broker—dealerilnvestment adviser of the issuance of securities of another corporation; or any transac

or savings and loan association that has investment control. ton incident to a judicially approved regamization in which a
securityis issued in exchange for one or more outstanding securi

(d) This state or any of its agencies or political subdivisiongeg cjaims or property interests, or partly in such exchange and
(e) The federal government or any of its agencies or instrumesrtly for cash.

talities. _ o S _ ~ (14) Any stock split and any stock dividebgt a corporation,
() Any financial institution or institutional investor desig andany share split or share dividend by a business trust, whether
natedby rule or order of the division. the corporation or business trust distributing theidend is the

(9) Anindividual accredited investaxs defined byule of the issuer or not, if nothing of value is given for the dividend other
division, if the issuer reasonably believes immediately before thteanthe surrender dd right to a cash or property dividend when
salethat the individuahccredited investpeither alone or with the eachstockholder or shareholder may elect to take the dividend
individual accredited investts representative, has such knowlcashor property or in stock or shares.
edgeand experience in financial and business matters as to bg15) Any offer or sale of an evidence of debt issued by a eorpo
capableof evaluating the merits and risks of the prospectiv@tion organized and operated not for privamefit but exclu
investment. sively for religious, educational, benevolent or charitable- pur

(9) Any offer or sale of a preganization subscription, if no posesif the security qualifies under this exemption, and if there
commissionor otherremuneration is paid or given directly orhasbeen filed with the division prior to anyfef or sale a notice
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identifying the security and the basis of its qualification under this c. The person is subject to arfiestive administrative order
exemptiontogether with any further information as thieision or judgment entered by a state securities administrator within
by rule or order requires, and any additional information requirgearsbefore the filing of a notice required under. g}, 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 thansaction of business by the
if additional information is required undeb81.24 (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 factaoromission to
fies under this exemption if the issuer and any predecéss@ statea material fact.
not defaulted within the current fiscal year or the 3 pl’ecediﬂg fis d. The person is Subject to any OrQBdgment 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 trusiequiredunder par(d), temporarily preliminarily or permanently
indenturesand the use of a prospectus; and the security qualifigstrainingor 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 existenesseof any securityor the making of any faldiing with any
for 3 years, and the securities proposed to be sold are securesitine.
amortgage or deed of trust upon laant buildings which isor 5 5 Any disqualification under this paragraptolving a
will become a first lien at or prior to the issuance of such evidengesker-dealepr agent is waived if the broker—dealer or agent is
of debt or provision satisfactory to the division is mdde o continues to be licensed in this state as a broker—dealer or agent

impoundingthe proceeds from their sale until suast lien is  fter notifying the division of the act or event causing disqualifica
establishedand the total amount of sudecurities does not tjgn.

exceedb0% of the then fair market value of thed and buildings
includedin such mortgage or deed of trust, less the amount of
unpaidspecial assessment taxes; or

(b) The issuer or its predecessors hiazd an excess of reve
nuesover expenses, excluding interest expense, provision fqr
depreciatiormndextraordinary items, for each of the 2 fiscal yeal
nextpreceding such & or sale, or average net revenues for tl

last 3 fiscal years next preceding sucfepbr sale, of not less than__ . ; -
: ; ; ; the requirementsf Rule 502 of Regulation D under the secu
1 1/2 times the aggregate annual interest requirements on the i Hés act of 1933, a completed Form D as prescribed by 5age

of securities to be sold under this subsection and all securitie<! . o
equalor prior rankto be outstanding immediately after such sal Eegulatlon D under the securities 1933, and a fee of $200.
aterialamendments tthe ofering document shall be filed with

_ (16) Any offer, butnot a sale, of a security for which registragg gjyision not later than the date of their first use in this state.

tion statements have been filed under both thiapter and the o .

securitiesact of 1933 if no stop order or denial order is et (e) 1. Asto all sales in this state, the issuer shall reasonably
believeimmediately before making any sale that:

andno proceeding is pending under either.law ) . . ]
(17) Any offer or sale of warrants for or rights to subscribe to a. The investment is suitable for the purchaser; and

any security provided the sale of the security deliverable on-exer D. The purchaseeither alone or witthe purchasés repre
ciseof the warrant or right is in compliance with this chapter Sentative,has such knowledge and experience in financial and
(18) Any other transaction a@s which the division by rule or businessnatters ao be capable of evaluating the merits and risks

orderfinds that registratiofs not necessary or appropriate for th8' (€ prospective investment. 3
protectionof investors. 2. The failure to satisfy the condition§subd.1. as to a pur

(19) (a) Any offer or sale of securities made in reliance on t asershall not diect the availability of the exemption under.par

exemptiongorovided by Rule 505 or 506 of Regulatiorubder (@) @S 0 other purchasers.

the securities act of 1933 and the conditions and definitions pro (f) The division mayby orderincrease theumber of purchas
vided by Rules 501 to 503 thereundéthe ofer or sale also satis €rsor waive any other conditions of the exemption under(gar
fies the additional conditions and limitations in pdts.to (f). ~ for a particular dering. The division shall not require the filing

(b) No commission or other remuneration may be paid gf advertisingused in connection with félrs or sales in reliance
given, directly or indirectly to any person for soliciting or selling ©" theexemption. The exemption may be revoked by order of the

to any person itthis state in reliance on the exemption under p ivision, but only if the ofering constitutes or would constitute

(a), except to broker-dealers and agents licensed in this state/I0/ation of s.551.31and notice thereof has been receivedhigy

1 unl th for di lification i ived dissuer,or constitutes or would constitute a violation 0651.41
(c) 1. Unless the cause for disqualification is waived undelyi. 1971 c. 841977 c. 1441979 c. 10%5.236 (3) 1981 c. 535.6, 7, 43

SUbd-Z-, no exemption U_nder p@) is available for _the securitie_s 1981c. 3141983 a. 2787, 216, 1985 a. 381987 a. 381403 1991 a. 145221; 1993
of an issuer unless the issuer did not know and in the exercise-8f, 1995 a. 27356 415
reasonableare could nohave known that any of the following See note to 551.02, citing Hardtkelove Tree Corp. 386 F Supp. 1085.

applyto any of the persons describedLHhCFRZSO.ZGZ(a), (b) v '\R/’IviedgaiétrAaéié)gg&ctierspﬂgng rselcj:];Fi)re%%nts for exempt transactions discussed. Feitler

or (C): Hassecuritiedaw regulation in the private capital markets become a deterrent to
a. Theperson has filed a registration statement which is thepitalgrowth: a critical review Coles, 58 MLR 395.

subjectof an efective order entered against the issiigioficers, . ) L

directors, general partners, controlling persons ofiliafes 551.24 Exemption proceedings. (1) Thedivision may by

thereof pursuant to any stagefaw within 5 years before the filing 0rderdeny or revoke any exemption unde651.220r 551.23

of a notice required under pét) denying efiectiveness to, or sus With respect to a specified security or transaction.

pendingor revoking the déctiveness of, the registration state (2) If the public interest and the protection of investors so

ment. require,the division may by order summarily deny or revoke any
b. The person has been convicted of any fe|ony or mis@(em_ptionunder S_551.220r 551.23with reSpeCt tO _al_specified

meanotin connection with theffer, sale or purchase of any secusecurityor transaction. Upon entry of the ordée divisionshall

rity or franchise, or any felony involving fraud or deceit, incIudin?erVeUIOO'_1 all named parties a copythe order and notify the par

but not limited to fogery, embezzlement, obtaining monegder tiesof their right to request a hearing.

falsepretenses, larceny or conspiracy to defraud. (3) No order under this section may operate retroactively

b. The division may waive any disqualification under this
aﬂ%’ragrapmpon a showing of good cause that it is not necessary
underthe circumstances that use of the exemption be denied.
(d) Not later than the earlier of the daie which the first use
an ofering document or the firsale is made in this state in
lianceon the exemption under péa), there is filed with the
ivision a notice comprised of f&ring material in compliance
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(4) A person who dérs or sells a security pursuant to amproceedsconversion rates, call prices and other matiefen
exemptionunder s551.220r 551.23after the exemption is denieddentupon the dering price. Upon failure to receive the required
or revoked by an order dhe division does not violate $51.21 notification and post-déctive amendment with respect tioe
2)if: price amendment, the division may enter a stop onaéhout

(@) 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 thati@dionstatement or suspending itéeetiveness until compliance

or she wasiot given notice and did not know and, in the exercidiéth this subsection is fefcted, 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 chaptie burden of prov If the registrant proves compliance with the requirements of this

. X ; o subsectioras to notice and postfe€tive amendment, the stop
ing ar|1 ?X.emp.i'on or an exception from a definitionpen the per ;e shail be vacated. The division may by rule or otherwise
sonclaiming it.

) . waive any of the conditions specified in p@). If the federal reg

(6) With respect to an exemption undei551.220r 551.23  jstrationstatement becomesfettive before all the conditions in
thatis perfected if a noticer other information is filed with the this supsection are satisfied and ttaeg not waived, the registra
division and the division does not disallow the exemptiaihin  tjon statement automatically becomefeefive as soon as all the
aspecified period after the filing, the division maythin 10 days conditionsare satisfied. If the registrant advises the division of the
afterthe filing date of the noticer other information, require that gate when the federal registration statement is exptecbetome
additionalinformation reasonably relatéd the ofering be filed. effective, the division shall promptly advise the registrant by-tele
If the division requires additional information, the date by whighhoneor telegram, at the registranéxpense, whether all the eon
the division may disallow the exemption is 10 dafter the date gjtions are satisfied and whether the division then contemplates

of filing that information. ‘ theinstitution of a proceeding under551.28 butthis advice by
o story: 1971 c. 841975 c. 57199 1981 ¢. 531985 . 381987 2. 381199 the division does not preclude the institution of such a proceeding
T atany time.

551.25 Registration by coordination. (1) Registration by  History: 1981 c. 53%.43,1983 a. 2161995 a. 27

coordinationmay be used for any security fshich a registration . . e .
statemenhas been filed under the securities adta¥3 in connec 551'%6 Rgg{lstr;étlgn b%.ﬁuﬁ!'f'camon' (1) Any security
tion with the same d&éring and has not becomdesftive. may be registered by quaiincation.

(2) A registration statement under this section shall contajn (2) A registration statement under this section shall contain
the following information and be accompanied by the foIIowina'Ie :?formatlon specified mf $51.27 (2) shal(lj %e las%%onlpan:jed
documentsn addition to the information specified ins§1.27 (2) PY the consent to service of process required b$5.65 (1)an
andthe consent to service of process required B$.65 (1) shall contain such further information and be accompabigd

(a) Three copies of the latest form of prospeéitad under the such further documents as the division by rule or otherwise
it t fplQSS' prosp requires. For this purpose the division may classify issuers and
securiiesact o : typesof securities.

(b) If the division by rule or otherwise requires, a copy of thé" 3y paistrationunder this section becomedeetive when
larnclesof '“fOFPOfat'O” and by:‘aws or their substa_nrt:al €QUIVde division so orders. If a registration statement has been on file
entscurrently in efect, a copy of any agreements with or among "~ jeat 30 days ard information required by the division has
underwritersa copy of any indenture or other instrument goverye o ymished, the person filing the statement may at any time file
ing the issuance of the security to be registered, and a specifiGi}isien request that the division take action within 10 days fol
or copy of the security; _ _ _lowing the filing ofsuch request. If a request is filed, and the divi

(c) If the division requires, any other information, or copies @fon takes no action within the period, the registration becomes
any documents, filed under the securities act of 1933; and  effectiveat the end of the 10-day period.

(d) An undertaking to forward all future amendmentshi®  (4) Thedivision may by rule or ordeequire as a condition of
federalprospectus, other than an amendment which merely delaygistrationunder this sectiothat a prospectus containing any
the effective date of the registration statement, not later than t§gsjgnated part of thiaformation contained in the registration
first business day after they are forwarded to or filed with the seg{atemenor filed with it be sent or given to each person to whom
rities and exchange commission, or such longer period as the di offer is made before or concurrendjth the first written dier
sion permits. madeto the person, otherwise than by meare pfiblic advertise

(3) (a) Unless waived in writing by the applicant before-fedment, by or for the account of the issuer or any other person on
eraleffectiveness, a registration statement under this section awthose behalf the dering is made, or by any underwriter or
maticallybecomes é&éctive at the moment the federal registratiobroker-dealewho is ofering part of an unsold allotment or sub
statemenbecomes dééctive if all of the following conditions are scriptiontaken by him or her as a participant in the distribution;

met: or the confirmation of any sale made by or for the accouahpf
1. No stop order is in &fct and no proceeding is pendingoersonjor the payment pursuant to any sale; or the delivery of the
unders.551.28 securitypursuant to any sale; whichever first occurs.

2. The registration statement has beerfile with the division ~ History: 1981 ¢. 531995 a. 27

for at least 10 days.

3. A statement of thenaximum and minimum proposedearf
ing prices and the maximum underwriting discounts and comm,
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 . I .
phoneor telegram of the date and time witba federal registra . () The amount of securities to bdesed in this state, ithe
tion statement becamefestive andthe content of the price ISSU€rs not subject to $51.52 (1) (b) o
amendment,f any, and shall promptly file gost-efective  (b) The stateén which a registration statement or application
amendmentcontaining the information and documents in th# connection with the édring has been or is to be filed; and
price amendment. “Price amendment” means the final federal (c) Any adverse ordejudgment or decree entered in cornec
amendmentwhich includes a statement of thefeping price, tion with the ofering by the regulatory authorities in any state or
underwritingand selling discounts or commissions, amaafnt by any court or the securities and exchange commission, or any

551.27 General registration provisions. (1) A registra
tion statement may be filed by the issuany other person on
{¥hosebehalf the dering is to bemade or a licensed broker—
dealerbut the division may in specific cases require that it be exe
cutedby the issuer

(2) Every registration statement shall specify:
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withdrawal of a registration statement or application relating tstateif thereis any representation that an insurer will lgaoized

the offering. or purchased in this state withe proceeds of the sale, unless the
(3) Any document filed under this chapter opraedecessor issuerobtains an @anization permit under 611.13 613.130r

law within 5 years preceding the filing of a registration statemefi4.13

may be incorporated by reference in the registration statetmnent (14) A registration statement relating to securities issued by

the extent that the document is currently accurate. any class of financial institutions, which the division by rule deter

(4) Thedivision may by ruler otherwise permit the omissionmines, may be amended after iteefive date so as to increase the

of any itemof information or document from any registratiorsPecified amount of securities proposed to béeafd. The
statement. amendmenbecomes ééctive when the division so orders.

(5) Thedivision may by rule or ordeequire as a condition of ~ (15) No warrant or right to purchase or subscribe to another
registrationand at the expense of the applicant or registrant, ti§&curityand no security convertible into another security sieall
a report by an accountant, engineappraiser or other profes registeredunless it appears to the division that both the warrant or
sionalperson be filed. The division may also designate one of #fi@ht or convertible security and the securities deliverablthen
division’s employes to make a@xamination of the business andeXerciseof the warrant oright or conversion privilege comply
recordsof an issuer of securities for which a registration statemefith this chapter

hasbeen filed by qualification or coordination,tae expense of ggsfol’géslgg%ggzm 1979 c. 1021981 ¢. 53510, 43,1983 a. 27216 1987

the applicant or registrant. Blue sky law: Isthere merit in the merit requirements? Goodkind, 1976 WLR 79.
(6) In the case of a nonissuer distribution, information may not ) ) ) )

berequired under §51.26 (2)or 551.27 (12unless it is known 551.28 Denial, suspension and revocation of registra -

to the person filing the registration statement or to the personstigs. (1) The division may issue a stop order dengfigctive-

whosebehalf the distribution is to be made, or can be furnished B§Ssto, or suspending or revoking thdegftiveness of, any regis

themwithout unreasonablefeft or expense. tration statement if the division finds that the order is in the public

(8) The divisionmayby rule require that securities of desig/nterestand that: _
natedclasses shalbe issued under a trust indenture containing (a) The registration statement as of itieefive date or as of
suchprovisions as the division determines. any earlier date in the case of an order denyifegtfeness, or

(9) Thedivision may by rule or ordeequire as a condition of &1 @mendment filed under $51.27 (14)s of its ective date,
registrationthat any security registered be sold only on a specifi@§ 21y reporunder s551.27 (12)is incomplete in any material
form of subscription or sale contract, and that a signed or cRSPECDY contains any statement which was, in the light of the cir
formed copy of each contract be filed with the division or préUmstancesinder which it was made, false or misleading with
servedfor any period up to 3 years. respecto any mqtenal fa_Ct, -

(10) The division may by rule or order impose other cendi_ (°) Any provision of this chapter or any ruider or condition
tions under which a security registered dyalification or coor lawfully imposed undethis chapter has been wilfully violated, in

dinationmay be sold, ithese conditions are reasonable and in tfonnectionwith the ofering, by the persofiling the registration
public interest. statementthe issuerany partnerofficer or director of the issuer

(11) A registration statement isfegtive for one year from its /gnyperson occupying a similar status or performing similar-func

frectivedat | tended by rul der of the divisi ns,or anyperson directly or indirectly controlling or controlled
etiectivedate uniess extended by ruie or order orthe AVISIoN. /gy the jssuerbut only if the person filing the registration statement
outstandingsecurities of the same class as a registered security;@fgirecyly or indirectly controlled by the issuer; or any broker—
con5|dberﬁot|ch bfe reglstere(: Iﬁr the purpo%e ofta_ny traps?ctfl(m aleror other person involved directly or indirectly in théeof
or on behalf of a personot the issuer and not in control of the -
issueror controlled by the issuer or under common conith Th it treubiect of dministrati ;
theissuer so long as theegistration statement isfeétive, unless __ (€) The securities are Jecl of an adminisirative stop
otherwiseprescribed by orderA registration statement may not2rderor similar order or a permanent or temporary injunction of

; ; ; g " .« any court of competent jurisdiction entered under any other fed
bewithdrawn after its ééctive date ifany of the securities regis gl or state acapplicable to the bring, but the division may not

teredhave been sold in this state, unless permitted by rule or orget. - . ! . h
of the division. No registration statement ieefive during the institute a proceeding against arfegftive registration statement
time a stop order is in fct under s551.28 underthis paragraph more than one year ftbmdate of the order
(12) During the efective period ofa registration statement or injunction relied on, and the division may not enter an order
the division may by rule or order require the person who filed t'hlénnderthls paragraph on the basis of an order or injunction entered
der any other state act unless that order or injunatisased

registrationstatement to file reports, not more often than Quahn tacts which would currently constitute a ground for a stop order
terly, to keep reasonably current the information contained in )& yerthis section:

registrationstatement and to disclose the progress obffeeing. d) The issué terpri thod of busi includ
If any of thesecurities registered have been sold in the state, the(d). The issues enterprise or method of business includes or
division may by rule or order extend the period for filing thewould |nclu_de activities which are |IIe_gaI where performed;
reportsfor an additional period not exceeding 2 years ftam (&) The issuance or sabé the securities has worked or tended
datethe registratioecame ééctive or the date of its last amend o Work a fraud upon purchasers or would so operate;
mentor extension. (g) The applicant or registrant has faitedpay the proper fil
(13) (a) Securities issued or guaranteed by an insurer autffed fee; but the division may enter only a denial order under this
rized by the commissioner of insuranaa, by a person whose paragraprend the division shall vacate any such order vthen
businessonsists principally of owning or controlling the seeurideficiency has been corrected;
ties of any such insuremay not be registeredithout the prior ~ (h) Advertising prohibited by $51.53has been used gon
approvalof the commissioner of insurance. Issuance of ga-or hectionwith the sale or ééring of the securities; or
nizationpermit under $11.13613.130r614.13constitutes such ~ (2) The division may not institute a stop order proceeding
approvalfor the securities described in the permit, and alse pragainstan efective registration statement on the basis of a fact or
cludesapplication of s551.28 (1) (d) transaction known to thaivision when the registration statement
(b) No issuer which is being ganizedin this state or else becameeffective unless the proceedingirstituted within 180
wheresolely or partlyfor the purpose of ganizing a corporation daysafter the dective date.
underch.611, 613 0r 614 may register or sell its securities in this  (3) In a proceeding for registration by qualification, the appli
stateunless it obtains an ganization permit under $11.13 cantor registrant has the burden of satisfying the requirements of
613.130r 614.13 No security may be registeredsmid in this sub.(1). In aproceeding for registration by coordination, the-divi
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sion has the burden of establishing the existence of one of tientsin this state are persons specified i651.23 (8)(a)to (f)
causesnumerated in sulfl). may transact business without a license.

(4) If the public interest and the protection of investors so (4) Every license expires one year from itfeetive date
require,the division mayby order summarily denypostpone, unlessrenewed, ounless the license is limited or extended for not
suspendr revoke the ééctiveness ofhe registration statement. more than 6 months by rule or order for the purpose of administer
Upon the entry of the ordetthe division shall serve upon alling the licensing statutes in thitiapter The division by rule or
namedparties a copy of the order and notify the parties of therdermay prepare an initial schedule for license renewals so that
right to request a hearing. subsequentenewals of licensesfettive January 1, 1970, may be

(5) No stop ordemay be entered under this section, excegtaggeredy calendar months. For this purpose the division may
undersub.(4), unless s551.61 (1)is complied with and appropri adjustthe license fee proportionatel{o license is ééctive after
ateprior notice is given to the applicant or registrant, the ismgr itS expiration,and expiration of a license for which a renewal
the person on whose behalf the securities are to be or have bagplicationhas not been filed is deemed an application for-with
offered. drawal under $551.34 (6)

(6) Thedivision may vacate or modify a stop ordfahe divi- (5) A bank, savings institution or trust company not licensed
sion finds that the conditions which prompted its entry havasa broker-dealer may execute orders for the purabrasale of
changedbr that it is otherwise in the public interest to do so. Securitiesas agent for the purchaser or seller thereof in accordance

History: 1971 c. 841977 c. 1441981 c. 53s.11, 43, 1983a. 271993 a. 197  With rules adopted by the division.

1995a. 27 356 : :
' . . (6) It is unlawful for any licensed broker—deglemgent or
19@2‘@[%%%?3 quences of blue sky regulation of publiersfg expenses. Mofsky investmentadvisey or any person directly or indirecityntrolling
alicensed broker—dealer or investment advisetransacbusk
nessin this statdf the licensee is in violation of this chapter any
SUBCHAPTERIII rule under this chapteor any order under this chapter of which
thelicensee or person has notice, or if the informationtained
LICENSING OF BROKER-DEALERS, AGENTS AND in the license&' or persors application for license, as of the date
of such transactions, is incomplete in any mategapect or is
INVESTMENT ADVISERS falseor misleading with respect to any material fact.

(7) An agent may make f&frs and sales of securities for more
anone issuer that is a limited partnership or for more than one
issuerthat is an investment company without obtaining a separate
licensefor each limited partnership or investment company repre
sentedby the agent if all of the following conditions aatisfied:

(a) The limited partnerships have the sayeeaeral partheor
einvestment companies have the same investment adviser

551.31 Licensing requirement. (1) Itis unlawful for any 4,
personto transact business in this state as a broker—dealgent
unlessso licensed under this chaptercept as provided in sub.
(Im).

(Im) A person who éécts transactions in this state exclu
sively for the account of or exclusively infefs to sell or sales to ,
personsspecified in s551.23(8) (a)to (f) is not required to be b L )
; ; An application to amend ttegents license to name each
licensedunder this chapter as a broker—dealer or agknterson (b) g . -

: h ; : . additional limited partnership or investment company the
who gives a groupresentationelating to an issuer or the seeuri ent'semployer ispfiled with gnd approved by the di?/isic))/n before
ties of an issuer at a meeting or seminar sponsored by a.bro g_a ent makes anyfefs or sales in this state on behalf of the
dealerlicensed under this chapter is not required to be licen iﬁqonallimited ar{nershi or investment compan
underthis chapter as an agent, if the person makes no solicitat History: 1971 ¢ 84?977 c 1441%81 c53 1983 a 2161987pa 3%3/11991 a
offersor sales of the issusrsecurities on an individual basis with 45 1995 a. 27356 S ' : : :
any person in this state and if the person does not in any other Waators of (1) and (3) are subject to strict liability; what constitutes transacting

transactbusiness in this state as an agent. businesss an investment advisor in violation of (3) discussed. Garrétibe/Advi-

(2) (a) Itis unlawful for any broker—dealer or issuer to emplo@owserv'ces’ Inc., 793 F (2d) 796 (1992).

anagent to represent it in this state unless the agent is Iicensedjg 32 Licensin _
. : . - . . g procedure. (1) (a) A broker—dealer
that broker—dealer or issuer in this state, #gent is excluded 5q00or investment adviser may obtain an initial or renewal

from the licensing requirement under s(ftm) or the agent is not licenseby filing with the division, or an @anization which the

{ﬁgtl,:ggggrnder sub(7) to obtain a separate license to represefivision by rule designates, an application together with a consent
(b) A ; Cat i {in this stat to service of process unders51.65 (1)
nagent may not at any ime represent in this state more(b) An application under paa) shall contain whatever infor
thanone broker-dealer or issuer and may simultaneously rep mation the division byrule requires concerning the applicant’

resenthoth a broker~dealer and an issuscept an agenhay form and place of ganization, proposed method of doing busi
represer_mny of the following: . » . nessand financial condition, the qualifications and experience of
1. Licensed broker—dealecs issuers of securities registeregne applicant, including, in the case of a broker—dealer or invest
under this chaptgor both,who are diliated by direct or indirect ent advisey the qualifications and experience of any partner
commoncontrol. officer, director or controlling person, any injunctionazminis
2. More than one broker—dealer more than one issuesr trative order or conviction of misdemeanor involving securities
both, if an application that complies with pér) is filed with the andany conviction of a felonyand any other matters which the
division and the division, in writing, permits the representationdivision determines are relevant to the application. The division
(c) The division shall by rule specify the required contents anggy by rule or order require an applicant for an initial license to
form of an application filed under pgb) 2. publishan announcement of the application in one or more-speci
(d) When an agent terminates employment with a brokefied newspapers published in this state.
dealeror issuer or terminates those activities which make that (c) Licensing under this subchapter ifeefive 30 days after
individual an agent, or transfers employment between licensauapplication is filed, other than for an application for license as
broker—dealersthe agent, the broker—dealer tbe issuer shall anagent for an issuer of securities exempted undis23 (10)
promptly file a notice in accordance with rules adopted by tha (19) in which case licensing isfettive 10 business days after
division. the application is filed or such earlier time as the division permits,
(3) It is unlawful forany person to transact business in thigxcept:
stateas an investment adviser unless so licenséideorsed as a 1. Licensing is not ééctive if an order is in &ct, or a pre
broker—dealeunder this chapteexcept that a person whamely ceeding is pending, unders51.34
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2. If the division makes a written request for additional inforan amount which the division by rule prescribes. For the purpose
mationrelevant to the application within 30 days after the applicaf avoiding unnecessary duplication of examinations, the divi
tion is filed, the licensing is not fefctive until 30 days after the sion, insofar as it is practicable in administering this subsection,
information is filed in response to that written request or imay cooperatewith securities administrators of other states, the
responsdo any subsequent written request for informatiothley securitiesand exchange commission, and any national securities
division within 30 days aftea response to a written request igxchangeor national securities association registered utiter

filed; securitiesexchange act of 1934. The division shall not make pub
3. If an amendment to a pending application is filed, licensii§ the informationobtained in the course of examinations, except
is effective 30 days after the amendment is filed; and whenthe divisions duty under this chapteequires the division

¢ totake action regarding any broker-dealer or investraéviser
or to make the information available to one of thgamizations
specifiedin this subsection, or except when called agtness in
any criminal or civil proceeding.

(5) Thedivision may by rule prohibit unreasonable ¢jes,

rofits, commissions or other compensation of broker—dealers
dinvestment advisers.

(6) The division may by rule establish standards for the con
duct of business by broker—dealers, agents, investment advisers
andclearing corporations as defined it68.102 (1) (c)

(7) No licensed broker—dealer shall be subject t38.05 (1)
a) with respect to any debit balance in a customer account if the

4. The division may by rule or order specify an earliéee
tive date.

(d) The division shaltooperate with other securities adminis
trators and regulatory authorities tsimplify and coordinate
licenseapplication and renewal procedures.

(2) Beforeaction on an application the division may designa
an employe to make an examinatiof the books, records and
affairs of the applicant at the applica&xpense.

(3) A licensed broker—dealer or investment adviser filay
anapplication for licensing od successpwhether or not the suc
cessolis thenin existence, for the unexpired portion of the yea(

TheAte :c.rrrl]alldpe_ no filing Lee. | ib dards of lif debitbalance is payable on demand and the collateral for the
(4) Thedivision may by rule prescribe standards of quakficg);|ancds securities.

tion with respect to training, experience and knowledge of the i,y 1971 . 841975 c. 107199 1977 c. 1441981 c. 531983 a. 188.329

securitiesbusiness and provide for an examination, which may k), 1985 a. 23%.119, 1995 a. 27

written or oral or both, to be taken by any classiodll applicants,

aswell as persons who represent or will represent an investmghf..34 Denial, suspension and revocation of licenses.

adviser,and the division may byrder require an examination of(1) The division may by order deny an applicatifam, or post

a licensed broker—dealeagent or investment adviser fdue ponethe efective date of, a license or suspend or revoke any

cause. licenseor may censure the licensee, if the division finds that the
(5) The division may by rule require a minimum capital fororderis in the public interest and thtée applicant or licensee, or

broker-dealerand investment adviseamd establish limitations in the case of a broker-dealer or investment adwissfpartney

on aggregate indebtedness of broker—dealers in relation tamet Officer or director any person occupying a similar status or per
ital. forming similar functions, or any person directly or indirectly

(6) Thedivision may by rule require the furnishing of suret)9OntrOIIingthe broker-dealer or investment adviser:

bondsby broker-dealers and investmenisers and all bonds so . (&) Has filed an application for license which as of ifeative
requiredshall provide for suit thereon by injured customerslier date,or as of any date after filing in the caseaoforder denying
ents,but no bond may be required of any licensee whose net c&ifectivenesswas incomplete iany material respect or contained
tal exceeds the amount prescribed by rule for this purpose. ~any statement which was, in light of the circumstances under
(7) Thedivision may by rule or order impose other condition hich it was made, false or misleading with respect to any-mate

or limitations in connection with the issuanetlicenses under lal fact;

this chapteras the division deems appropriate in the public interest (°) Has wilfully violated or wilfully failed tacomply with any
or for the protection of investors. provisionof this chapter oa predecessor law or the securities act

History: 1981 c. 531983 a. 871995 a. 27415 of 1933, the securities exchange act of 1934, the investment advis
ersactof 1940, the investment company act of 1940, or any rule
551.33 Post-licensing provisions. (1) Every licensed underany of such statutes or any order thereunder of which he or
broker-dealeragentand investment adviser shall make and kegfhehas notice;
all accounts, correspondence, memoranda, papers, books an@) Subject to ss111.321111.322and111.335 has been cen
otherrecords which the division by rule prescribes. All recordscted, within the pasfLO years, of any misdemeanor involving a
requiredshall be preserved for 3 years unless the division by ridecurityor any aspect of the securities business, or any felony;
prescribesotherwise foparticular types of records. All required  (d) |s permanently or temporarily enjoined by any court of
recordsshall be kept within this state or shall the request of the competenjurisdiction from engaginén or continuing any con
division, be made available at any time for examination by thfctor practice involving any aspect of the securities business;
division either in the principal @te of the licensee or by produc () |5 the subject of an order of the division denying an applica
tion of exact copies thereof in this state. . tion or suspending or revoking a license as a broker—¢egent
(2) Everylicensed broker—-dealer and investment adviser shgfl investment adviser;
file such reports as the division by rule prescribes. . (f) Is the subject of an order entered within the pastars by
(3) If the information contained in any application for licensghe securities administrator of any other statéythe securities
or otherdocument filed with the division or alwnlzatlon des}g and exchange commission denying’ Suspending or revoking the
natedunder s551.32 (1) (a)s or becomes inaccurate or incom person’sregistration or license as a broker—-deagent or invest
pletein any material respect, the licensee shall promptly filefa mentadviser or is the subject of an order of the securities and
rectingamendment. exchangecommission or of a securities exchange or association
(4) Thedivision shall make periodiexaminations, within or registered under thgecuritiesexchange act of 1934 suspending
without this state, of the business and records of each license@xpelling such person from a securities exchangsswciation
broker-dealeand investment adviseat such timeand in such or forbidding the association orfiéiition of the person with a
scopeas the division determines. The examinations may be mémeker—dealeor investment adviseor is the subject of a U.S.
without prior notice tothe broker—dealer or investment adviseipostalservice fraud orderThe division may not institute a reveca
The expense reasonably attributableawy such examination tion or suspension proceeding untfés paragraph more than one
shall be paidby the broker—dealer or investment adviser whosearfrom the date of the order relied on, and the division may not
businesss examined, but the expense so payable shatixeeted enteran order under this paragraph on the basis of an order under
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anotherstate law or federal law unless the order was based on falitésion may institute a revocation or suspension proceeding for
which would currently constitute a ground for an order under thise grounds specified under si) (b), (9), (m) or (n) within one
section; yearafter withdrawal becamefettive and enter a revocation or

(g) Has engaged in dishonest or unethical praciict® secu  Suspensiororder as of the last date on which the license was in
rities or investment advisory business or keeen unfair advan effect.
tageof a customer; (7) No orde_r may be ente_red ur]der th_is section except under
(h) Is insolvent, in the sense that liabilities excassets or that SUP-(4) or (5) withoutappropriate prior notice to the applicant or
the person cannot meet obligations as they mature, or is in sliEgnseeas well as the employer or prospective employer if the
financial condition that theperson cannot continue in busines$|0|0_|'Cantor licensee is an agent. dases of denial orders written
with safety to customers, or the person does not hafieisnf 1indings of fact and conclusions of law arequired only if

financial responsibility to carry out the obligations incident to thEéduestedy the applicant.
erson’soperations: History: 1971 c. 841977 c. 125144 1981 c. 53s.19t021, 43,1981 c. 334%.
p p ; 25(1); 1983 a. 216s.11, 18, 1995 a. 27415

(i) Is not qualified on the basis of such factors as training; expe
rienceand knowledge of the securities business;

(j) Has failed reasonably to supervise agentsdhe case of
aninvestment adviseemployes, to assure their compliance with FRAUDULENT PRACTICES
this chapterbut no person may be deemed to have failed in such
supervisionf there have been established written procedures, aggjl
a system for applyinguch procedures, which would reasonably,”
be expected to prevent and detect, insofar as practicable, a e directly or indirectly:
violationsof statutes, rules or orders and if the person has reason, ’

ably dischaged the duties incumbent upon therson by reason (1) To employ any device, scheme or artlflge to defraud; .
of such procedures and system; (2) Tomake gr;;;mtrue statement of 3 matenall(facﬁ or to omit
: - - to state a material fact necessary in order to make the statements
(k) Has failed to pay the proper filing fee, but the divisball ; f : .
vacateany such order when the deficiency has been correcte Oﬁﬁi"sqéggiu%htoc;ﬁhe circumstances under which they are made,

(L) Is selling or hasold, or is dering or has dgéred for sale, adEXS) To engagen any act, practice or course of business which
naf,

SUBCHAPTERIV

.41 Sales and purchases. It is unlawful for any person,
onnection with theffer, sale or purchase of any security in this

'(? tflus state secu_rtﬁlis thrlcnégh ?r?yt lt"k?“%ensied agent orgor erater would operate as a fraud or deceit upon any person.
ealeror Issuer wi nowledge tha € dealer or Issuer has tentto defraud is not necessary element under (2). Staemby 108 W (2d)

compliedwith this chapter; 521,322 NW (2d) 522 (Ct. App. 1982).
(m) Has made any material misrepresentation to or withhigﬂga”'ngg;;a'e" discussed. StateMattes, 175 W (2d) 572, 499 NW (2d)171
or concealed angnaterial fact from the division, or has refused t0"¢ Pp: ;

. X o2 Section551.41 does not create private right of action. 551.59 (1) contains civil
furnishinformation reasonably requested by the division; or  remedyfor violation of 551.41 (2), and limitation period in 551.59 (5) applies. -Colo

; : i PN nial Bank & Trust Co. v American Bankshares, 478 F Supp8@.(1979).
(n) Has not complled with the conditions lanitations of a See note to 895.01, citing Continental AssuAmerican Bankshares Corp. 483

licenseissued under this chapter F Supp. 175 (1980).

(2) Theenumeration of the causes stated in élijshall not ‘Statewas not required to prove that defendant entered into investmetnacts
be exclusive and the division may deny an application or Suquﬁ&g;rpose or intent of defrauding investoran\Duyse visrael, 486 F Supp. 1382
or revoke any license or censure any licensee for cause
whethersimilar to or diferent from these causes when necessabpl.42 Market manipulation. It is unlawful for any person,
or appropriate in the public interest or for the protection of invedirectly or indirectly in this state:
tors. (1) To effect any transaction in a security which involves

(3) Thedivision may noinstitute a suspension or revocatiorchangen the beneficial ownership thereof, to enter any order
proceedingon the basis of a fact or transaction known to the div@r ordersfor the purchase or sale of any security with the knowl

sionwhenthe license was issued unless the proceeding is inglgethat an order or orders of substantially the same size,-at sub
tutedwithin 180 days following issuance of the license. stantiallythe same time, and at substantially the same price, for the

(4) If the public interest or the protection of investors sPaIeor purchase of the securifyave been or will be entered ay
d

requiresthe division may by order summarily deny or suspend; r the Sa.”;e %r. thated persons,ffor the pu(;_pos_e 0:] creating a
licenseor postpone the fefctive date of a license. Upon the entry@IS€0r misleading appearance of active trading in the security or
alse or misleading appearance with respect to the market for the

of the orderthe division shall serve upon all named parties a Cogécuri ty:

of the order and notify the parties of their right to request a hearifg:. ) .

(5) If the division finds that any licensee or applicant is ne lon. (2) To ?_ﬁect, alone or wnh_tone ort_more (::gzr persoTs, Etl' Series
gerin existence or has ceased to do business as a broker,—de(gllécf."’ms.""C |hons In any security creal 'dng actr ppﬁlren ac 'er h
agentor investment adviseor is subject to an adjudication of 12 |n_g|r]1 t ehsecunty orogﬁ:jsmg orhepressr,]lng the pnlce ‘f) rE e
mentalincompetence do the control of a committee, (:onservato§ecur!ty’bOr the pgrpose ucing the purchase or sale of the
or guardian, or cannot be locatafter reasonable search, the diviSecurlty y others; or

sionmay on order issued summarily revoke the license or deny thel3) T0 induce the purchase or sale of aegurityby the cir
application. culationor dissemination of information to thdedt that the price

of the security will or is likely to rise or fall becauserérket
Bperationsof any oneor more persons conducted for the purpose
of raising or depressing the price of the seclifitye or she is sel

(6) Withdrawalfrom the status of a licensed broker—deale
agentor investment adviser becomedeefive 30 days after

receiptby the division or by an ganization designated by rule Ofling or offering to sell or purchasing orfefing to purchase the

thedivision undess.551.32 (1) (apf an application to withdraw o ¢ iy or is receiving a consideration, directly or indiredtigm
or within such shorter period as the division determines, unlesérﬂ/such person.

revocationor suspension proceedirgpending when the applica ™ yigior - 1981 ¢. 53.43

tion is filed or a proceeding to revoke or suspend or to impose con

ditions upon the withdrawal is institutesiithin 30 days after the 551.43 Broker—dealer activities. It is unlawful for a
applicationis filed. If a proceeding is pending or instituted, withbroker—dealeto efect in thisstate any transaction in, or to induce
drawalbecomes ééctive at such time and upon such conditionthe purchase or sale of, any security by means of any manipula
asthe division by order determines. If no proceeding is penditige, deceptive or other fraudulent device or contrivance, includ
or instituted and withdrawal automaticathgcomes ééctive, the ing any fictitious quotation. The division may hye define the
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terms“manipulative, deceptive or other fraudulelelvice or con  applicant, registrantor licensee involved, but the expenses so
trivance”. chargedshall not exceed such maximum amounts as the division
History: 1995 a. 27 by rule prescribes.
. . . (4) The division may by rule require the payment mie
\?vi%‘rl:ceicgglgﬁryco?](;tigg;gzbn #0'; l;ﬂloatvr\]/g:l fgrrsgzy rFi)rigroiln fscribedfees for delinquent or materially deficient filings of infor
Y P P Y Mationor documents required under this chapter to be filed with

advisingthe other person as to the value of securities or their P e division or an aganization designated unde551.32 (1)a).
chase or sale, whether through the issuance of analyses or repo g " d I d under thi ! hall b
or otherwise, in this state, to employ any device, scheme or artifice>) All feesandexpenses collected under this section shall be

to defraud the other person;emngage in any act, practice or coursBaldinto the state treasury _

of business whicloperates or would operate as a fraud or decgi}ﬁlstory. 1973 ¢. 3331977 c. 4181981 ¢.53, 1983 a. 271987 a. 38]11995 a.
uponthe other person; or take have custody of any securities or

fundsof any client unless the adviser is licenaséch broker—dealer 551.53 Advertising. (1) It is unlawful for any person, in
underthis chapter The division may adopt rules defining theconnectiorwith the ofer, sale or purchase of any security in this

termsused in this section. state,to publish, circulate or use any advertising:
History: 1981 ¢. 531995 a. 27 (a) That contains an untrue statemers afiaterial fact or omits
to state a material fact necessary in order to make the statements
SUBCHAPTERV made,in the light of the circumstances under which they were
made,not misleading; or
GENERAL PROVISIONS (b) That has not been filed with the division not later than the

date of publication or circulation, except as the divisiomay

551.51 Administration. (1) This chapter shall be adminis Otherwiseprovide by rule or order . o
teredby the division. (2) Thedivision may by rule or order prohibit the publication,

(2) It is unlawful forthe division or any dicers or employes circ_ulationor use of any advertising deemed false or misleading.
of the division to use for personal benefit any information whichHisto"y: 1971 ¢. 841975 ¢. 571981 . 531983 a. 2161995 a. 27

is filed with or obtained by the division or arganization desig 551 54 Misleading filings. It is unlawful forany person to
natedunder s551.32 (1) (apnd which isnot generally available yaeor cause to begmadg in any document filed v)\:it?dlﬁeion

to the public. Nothing in this chapter authorizes the division @ fileq under s551.32 (1) (apith an oganization designated by
any officers or employesf the division to disclose any confiden {he givision or in any proceeding under this chapey statement
tial information except among themselves or to other securitigich is, at the time and in the light of the circumstances under
administratorsor regulatory authorities or when necessary Qfnich it is made, false or misleading in any material respedt or
appropriatein a proceeding or investigation under thf@pter connectionwith such statement, to ontit state a material fact
No provision of thischapter either creates or derogates from am¥cessanyn order to make the statements made, in the light of the

privilege which exists at common law otherwise when doeu ¢ircymstancesinder which they are made, not misleading.
mentaryor other evidence is sought undesubpoena directed t0  Hisory: 1981 c. 531995 a. 27

the division or any dicers or employes of the division.
History: 1971 c. 841977 c. 4181981 c. 531995 a. 27 551.55 Unlawful representations. Neither thefact that a
. registrationstatement or an application for a license has been filed
551.52 Fees and expenses. (1) (a) There shale afiling orthe fact that security is déctively registered or a person is
fee of $750 for every registration statement filed und&S4.25  jicensedconstitutes a finding bihe division that any document
or551.26 When a registration statement is denied or withdrawifeq under this chapter is true, complete andmisteading. Nei
beforethe efective date or a pre-fettive stop order is enteredher any such fact nor the fact that an exemption or exception is
unders.551.28 the filing fee shall be retained. availablefor a security or a transaction means that the division has
(b) An indefinite amount adecurities shall be registered undepassedn anyway upon the merits or qualifications of, or recom
aregistration statement relating to redeemable securities Ibgl:leﬂ]ended or given approval to, any person, security or transaction.
anopen-end management company or a face amount certifigaie unlawful to make, or cause to be made, to any prospective pur

companyas defined inthe investment company act of 1940, andhasercustomer or client any representation inconsistent with the
the applicantshall pay the fee under pé&). The registrant also foregoing.

shall,within 60 days after the end of each fiscal year during whichuistory: 1995 a. 27
its registration statement isfe€tive and within 60 days after the o o
registrationis terminated, file a report on a form prescribed by rukb1.56 Investigations and subpoenas. (1) Thedivision
of the division in which the registrant does any of the followinghay:
1. Electsnot to report the information under suldd.and (@) Make such public or private investigatiomithin or with-
insteadpays a fee of $1,500. o_utthls state as are necessary to_determlne whether any person has
2. Reports the amount eécurities sold to persons in this stat¥iolated or is about to violate this chapter or any rule or order
during the preceding fiscal year,df the registration is termi underthis chapteror to aid in the enforcement #fis chapter or
nated duringthe portion of the preceding fiscal year during whicH! the prescribing of rules and forms under this chapter;
the registration was fective, and pays a fee of 0.05% of the dollar (P) Require or permit any personfiie a statement in writing,
amountof the securities sold to persons in this state, buleset underoath or otherwise as the divisidetermines, as to all the
than $150 nor more than $1,500. factsand circumstances concerning the matter bi@ewestigated;

(2) Every applicant for an initial or renewal license under  (€) Publish information concerning any violation of this ehap
551.32shall pay a filing fee of $200 in the case of a broker—dealtgr or any rule or order under this chapter or concerning securities,
$30in the case of an agent representitgaker—dealer or issuer Or practicesin the sale of securities, which appear or tend to be
or a person representing an investment advised $200 in the unfair,inequitable or fraudulent; and
caseof an investment adviserA broker—dealer or investment (d) Hold hearings, upon reasonable notice, and issue orders on
advisermaintaining a branch fi€e within this state shall pagn thebasis thereof, in respect of any matter arising out of the admin
additionalfiling fee of $30 for each branchfige. When an istrationof this chapter
applicationis denied or withdrawn, the fl|lng fee shall be retained. (2) Forthe purpose of any investigation’ hearing or proceed

(3) The expenses reasonably attributable to the examinatimy under this chaptethe division or any fiter designated by the
of any matterarising under this chapter shall be deat to the division may administer oaths andfiehations, subpoena wit
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nessescompel their attendance, take evideaog require the or for damages if the person no longer ownssteurity Damages
productionof any books, papers, correspondence, memorandagthe amount that would be recoverable upon a tendettless
agreementor other documentsr records which the division valueof the security when the purchaser disposed of it and interest
deemsrelevant or material to the inquiryrailure to obey a sub atthe legal rate under $38.04from thedate of disposition. én-
poenaor give evidence may be dealt with in accordance sith der shall require only notice of willingness to exchangestha
885.12 rity for the amount specifiedAny notice may be given by service

(3) (a) No person is excused from attending and testifying 86 in civil actions or by certified mail addressed to the last-known
from producingany document or record before the division, or inddresf the person liable.
obedienceto the subpoena of the division or anjicar desig (b) A person whooffers or sells a security in violation of s.
natedby the division, or in any proceeding instituted by the-divb51.41(2) is not liable under paa) if the purchaser knew of the
sion,on the ground that the testimony or eviderezpiired of the untruestatement of a materiédct or omission of a statement of
personmay tend to incriminate him or her or subjiet person to amaterial fact or the person sustains the burden of proof to estab
a penalty or forfeiture; but nmdividual may be prosecuted orlish that he or she did not know and in the exercise of reasonable
subjectedo any penalty or forfeiture for or on account of his otarecould not have known of the untrue statement or omission.
her testimony or evidence, after claiming his or her privilege (2) (a) Any person who purchasesecurity in violation of s.
againstself-incrimination, except that the individual testifying i$51.41 (2)is liable to the person selling teecurity to him or her
not exempt from prosecution ampainishment for perjury or cen who may sue either at law @r equity to recover the security and

temptcommitted in testifying. reasonablettorney fees, plus any income received byphe
(b) Theimmunity provided under pafa) is subject to the chaserthereon, upotender of the consideration received, or for
restrictionsunder s972.085 damages and reasonable attorney fees if the purchaser no longer
History: 1975 c. 571981 c. 53s.27, 43; 1989 a. 1221995 a. 27 ownsthe security Damages are the excess of the value of the

o ) L securitywhen the purchaser disposed of it, plus interest at the legal
551.57 Injunctions. Whenever it appears toe division that rateunder s138.04from the date of dispositionyer the consid
anyperson has engagedisabout to engage in any act or practicerationpaid for the securityTender requires only notice of will
constitutinga violation of this chapter @ny rule or order hereun ingness to pay the amount specified in exchangth&security
der, the division may bring an action in themeof the state in the Any notice may be given by service as in civil actions or by-certi
circuit court of the appropriateounty to enjoin the acts or prac fied mail to the last—-known address of the person liable.
ticesand to enforce compliance with this chapter or any rule or (py A person who purchases a security in violatiba.551.41
orderhereunderor the division may refer the matterthe attor (2yis'not liable under pa@) if the seller knew of the untrue state
ney general or the district attorney of the appropriate counfentof a material fact or omission of a statement of a material fact
Upona proper showing, the court may grant a permanent er teg the person sustains the burden of proof to establish that he or
poraryinjunction or restraining ordeor may appoint &Ceiver shedid not know and in the exercise of reasonable care could not
for the defendant or the defendardSsets, anay order rescission paveknown of the untrue statement or omission.
of any sales or purchasessgicurities determined to be unlawful (3) Any person who wilfully participates any act or transac

gg? fer thilfeCtn?ep(tj?\;i gii)ﬁr?(; gﬂito; grodnedr hereuntiée court may tion in violation of s551.42shallbe liable to any other person who

History: 1971 c. 841981 c. 53,43 1995 a. 27 purchasesr sells any security atprice which was ffcted by the

' ’ o actor transaction for the damages sustained as a result of such act

551.58 Criminal penalties. (1) Any person who wilfully ©F transaction.Damages shall be thefdifence between the price
violatesany provisiorof this chapter except551.54 or any rule atwhich the other person purchased or sold securities and the mar
underthis chapteror any ordenf which the person has notice, oketvalue which the securities would have had at the time of his or
who violates s551.54knowing or having reasonable cause tgerpurchase or sale in the absence of the act or transaction, plus
believethat the statement made was false or misleading in éggrestat the legal rate under 538.04and reasonable attorney
materialrespect, may be fined not more than $5,000 or imprison&cS- ) o
not more than 5 years or botrEach of the acts specified shall  (4) Everyperson who directly or indirectigontrols a person
constitutea separate #nse and a prosecution or conviction foliable under sub(1), (2) or (3), everypartney principal executive
any one of such té#nses shall not bar prosecution or convictioffficer or director of such person, every person occupying a simi
for any other dense. lar status or perfo_rming _sim_ilar functions, every e_mplo_ye _of such

(2) Thedivision may refer such evidence as is available cofe'S0mwho materially aids in the act or transactmmstituting
cerningviolations of this chapter or of any rule or order under thi§€ violation, and every broker—dealer or agent who materially

chapterto the attorney general or the district attorney of the appi@dSin the act or transactiotonstituting the violation, are also
priate county who may with or without any reference, institute 1able jointly and severally with and to the same extent as sueh per

the appropriate criminal proceedings under this chaptéfr son,unless thg person Iiab]mreunder proves that he or she did
referredto a districtattorney the district attorney shall, within 90 N0t knows and in the exercise of reasonable care coulhaoe

days, file with the division a statement concerning any actiof"oWn,of the existencef the facts by reason of which the liability
takenor. if no action has been taken. the reasons therefor 'S alleged to exist. Theris contribution as in cases of contract

(3) Nothingin this chapter limits the powef the state to pun amongthe several persons so liable.

ish any person for any conduct which constitutes a crime under(®) No action shall be maintained under this section unless
any other statute. commencedefore theexpiration of 3 years after the act or trans

History: 1981 c. 531995 a. 27 actionconstituting the violation, but the time specified for eom
mencingsuch action shall be extendedreason of any fact and

551.59 Civil liabilities. (1) (a) Any person who tdrs or for the time specified in s893.13and893.16t0 893.23
sellsa security in violation of £51.21 551.31 551.410r551.55 (6) (@) No purchaser may commence an action under this sec
or any rule relating thereto, or any condition imposed undertmn if, before suit is commencethe purchaser has received a
551.260r551.270r any order under this chapterdiich the per  written offer stating the respect in which liability under thes
sonhas noticds liable to the person purchasing the security frotion may have arisen and fairly advising the purchaser of his or her
him or her The person purchasing the security reag either at rights; offering to repurchase the security foash payable on
law or in equity to recover the consideration paid for the securitjelivery of the security equal to the consideration paid, together
togethemwith interest at the legal rate undet 38.04from the date with interest at the legal rate unde88.04from the date of pay
of paymentand reasonable attorney fees, less the amount of angnt, less the amount of any incomeceived thereon oif the
incomereceived on the securjtypon the tender of the secuyity purchasemo longer ownghe securityoffering to pay the pur
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chasempon acceptance of thd@fan amount in cash equal to thgyersonin violation of this chapter or any rute order hereunder
damagesomputed in accordance with sib); and stating that the division may by ordesummarily prohibit such person from
the ofer may be accepted by the purchaser at any time withiriuather offers or sales afecurities in this state until licensed under
specifiedperiod of not less than 30 days after the dateadipt this chapter
thereofor such shorter period as the division may by rule pre (c) If the division has reason to believe that any unlicensed per
scribe;and the purchaser has failed to accept siehiofwriting  sonis transacting or has transacted business in this state as an
within the specified period. investmentdviser in violation of this chapter or any rule or order
(b) No seller maycommence an action under this section ifpromulgatedunder this chaptethe division mayy order sum
beforesuit is commenced, the seller has received a writfiem ofmarily prohibit such person from further engaging in such activity
statingtherespect in which liability under this section may havin this state until licensed under this chapter
arisenand fairly a_dvising the seller of his or her r_ight:ieo'ﬁg tO_ (3) If the public interest and the protection of investors so
return the security plus the amount of any income receivegdquire,the division may by order summarily suspend all trading
thereonupon payment ahe consideration received, @ithe pur  in this state by broker—dealers and agents in any securianfor
chasemo longer owns the securitffering to pay the seller upon periodspecified. No broker-dealer or agent mageet any trans
acceptancef theoffer an amount in cash equal to the damagegtionin, or induce or attempt to induce the purchase or sale of,
computedn accordance with sut®); and providinghat the der  any security inthis state in which trading is so suspended, except
may be accepted by the seller at any time within a spe@geidd  in performance of a contract previously entered into. At any time
of not lessthan 30 days after the date of receipt thereof; and therthe issuance of an order under this subsection, any interested
sellerhas failed to accept thefef in writing within the specified personmay in writing request that the suspension of trading be
period. vacated. Upon the receipt of a written request, the matter shall be
(c) Offers shall be in the form and contain the information theoticedfor hearing and a hearirgipall be held in the manner pro
division by rule prescribes. Everyfef under this subsection shallvidedin s.551.61 (2) After the hearing, the division may order
be delivered tathe oferee or sent by certified mail addressed tthe suspension to be continued until modified or vacated by fur
the offeree at the dérees last—known address. If arf@fis not therorder upon a finding that trading he security will tend to
performedin accordance witfts terms, suit by the fafree under work a fraud upon the purchasers or sellers ofdwirity Other
this section shall be permitted without regard to this subsectiowise, the division shall vacate trsuspension of trading and no
(7) No person who has made or engaged in the performariggherordermay be entered under this subsection with respect to
of any contract in violation of this chapter or any rule or ordéie same security in the absence of changed circumstancesjustify
hereunderpr who has acquired any purported right under arg an order

contractwith knowledge of the facts by reasonvdfich its mak (4) Every corporation, partnership or association having its
ing or performance was in violation, may base any suit on the camincipal office in this state owhose securities have been regis
tract. teredunder this chaptesr predecessor laws shall, within 20 days

(8) Any condition, stipulation or provision binding any persorfter receipt of written request from the division made in connec
acquiringany security to waive compliance with any provisién tion with any investigation under §51.56 (1) furnish the divi
this chapter or any rule or order hereunder is void. sionwith a listof all or part of its security holders as the division

(9) Therights and remedies under this chapter are in additigfluestsshowing the amount of securities held by each security
to any other rights or remedies that may exist at law or in equi Iderand the date of issuance of such securities and information

History: 1979 c. 323.33 1981 c. 53s.291033, 43 1983 a. 2161995 a. 27 leasonablyrelated thereto, signed by the president, secretary or
Chapters51 is not exclusiveemedy for securities fraud, it does not preempt-comPartnerof the issuer or a person occupying a similar status er per
monlaw fraud remedies. Esser DistributingSteidl, 149 W (2d) 64, 437 NW (2d) forming similar functions.
884 (1989). 5) The divisi tak h actiosi thorized und
Sub.(7) isoperative only when innocent party elects remedy of rescission and res ( ) e division may take such actiasis authorized unaer
titution and waives breach of contract remedgriticare Systems, Inc. 8entekjnc. 7 USC 13a—2as amended.
159W (2d) 639, 465 NW (2d) 216 (Ct. App. 1990). History: 1971 c. 841975 c. 57199, 1977 c. 1441981 c. 53s.34, 35, 43; 1983
Civil action brought in Méconsin under federal law is subject to limitation undern. 216 1995 a. 27356.
(5). Cahill v Ernst & Ernst, 625 F (2d) 151 (1980).
Arbitration clause in securities brokerage contract was enforceable under fedg5I1.605 Administrative assessments; investor educa -

arbitrationact; sub. (8) was in “actual conflict” with act and was, therefore, pret\.
empted. Kroog v Mait, 712 F (2d) 148 (1983). ion. (1) IMPOSING ADMINISTRATIVE ASSESSMENTWITH CERTAIN

Section 551.59 (5) applies to actions arising out of sales of securities under SERDERS. () The division or any fi€er designated by the division
;:ulses,ratg%r than 893.19 (7) [now 893.93 (1) (b)]. Krameroewi & Co., Inc. 357  mayimpose an administrative assessment in the amount provided
upp. 83. . . . g
Interpretationof phrase, “discovery of the facts constituting the fraud'(5n in par (b) on any person who is subject to an order that is issued

Cahill v. Ernst & Ernst, 448 F Supp. 84 (1978). unders.551.24551.28551.34551.53551.600r551.63 (1)and
See note to 895.01, citing Continental AssuAmerican Bankshares Corp. 483 (2) in any of the following circumstances:

F Supp. 175 (1980). - - . . .
Limitation period under (5) begins to run when defrauded party is in possession of 1. Following a hearing under$51.61if the notice delivered

suchessential facts as will, if diligently investigated, disclose the fraud. Gieringt® all interested parties includes notice of the divisianithority

v. Silverman, 539 F Supp. 498 (1982). to impose an administrative assessment under this subsection.
A defrauded party may not recover any indirect or consequential damages under i :
(1) (a). Jersild vAker, 775 F Supp. 198 (1991). 2. Pursuant to an order that is issueder any of the sections

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 or(b) The amount of an administrative assessment imposed on
exemptedoy order of the division under this chapter or predecesny person under this subsection may not exceed $5,000 for each
sorlaws to file with the division and distribute to its secunityd  act or omission that constitutes the basis for issuingotiger
ersin this state at least annually specified financial or other-infaxnderany 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 arfgrofr ~ for any person subject to the order
saleof an unregistered security is, has beewauld be fraudulent (c) The division shall include any administrative assessment
to offerees or purchasers, the division may by order summaiitgposedunder this subsection in the order issued under any of the
prohibit further ofers or sales of such security in this state untgectionsreferredto in par (a) in the manner described in p&a)
it is registered under this chapter 1.or2.

(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 &red or sold in this state by any unlicensethay bring a civil action in the circuit court for Dane county to
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compelpayment of any unpaid administrative assessment, unlésseror plaintiff, with a surety and in the sum the caurthe pre

paymentof the administrative assessment is stayed undersgling judge thereof directs or approves to thieafthat the

227.54 petitioneror plaintif will pay all damages which any party sus
(e) The administrative assessment under this subsection i§alsby the suspension or stay of the order or the delay or preven

additionto any other penaltyemedy or sanction under this chaption of the order fronbecoming déctive, and to such otherfe€t

ter. asthe court or judge directs, and no order or judgment in any pro
(2) INVESTOR EDUCATION.  All moneys collected from the ceedingor action shall bstayed on appeal therefrom unless a like

administrativeassessment under siib) shall be credited to the ?on?hegtﬁléhngtsaekmzrﬁﬂ(Ijr:f»gotgh((e)?etltloner or plainfifn addition
appropriationunder s20.144 (1) (i) Subject to s20.144 (1) (i) N, o
the division shall use moneys credited to that appropriation to Pral 3eas » a1p160e o vy - Oraee7 W (2d) 585, 776 (1978)977 c. 185.
vide information to residents of this ste®out investments in
securitiesto help investoraind potential investors evaluate thei651.63 Rules, forms and orders. (1) The division may
investmenidecisions, protect themselves from unfaiequitable make,amend andescind any rules, forms and orders that are nec
or fraudulent dferings, choose their broker—dealers, agents afssaryto carry out this chapteincluding rules and forms govern
investmentadvisers more carefullpealert for false or mislead ing registration statements, applications and reports, and defining
ing advertising or other harmful practices, and know their righégyterms, whether or not used in this chaptesofar as the defini
asinvestors. tions are not inconsistent with this chaptédforthe purpose of

History: 1987 a. 3811995 a. 27 rulesand forms, the division may classify securities, persmiis

. o ) matterswithin the divisions$ jurisdiction, and prescribe tifent

551.61 Hearings and judicial review . (1) No orderother requirementdor different classesRules shall be made and pub
thanan order issued summarily subject to €2h.may be entered |ishedin accordance with ci227.
by the division under ©51.24551.28§551.340r551.53 (2)with- (2) No rule, form or order mage made, amended or rescinded

out appropriate prior notice to all interested parties, opportunifyjessthe division finds that the action is necessary or appropriate
for a hearing and, except as providecst3p1.34 (7)written find i, the public interest and for the protection of investdrspre
ings of fact and conclusions of law _ scribingrules and forms the division may cooperate with the-secu
(2) Within 30days after the division has issued an order-suities administrators of other states and the securities and
marily, an interested party may filevaitten request with the divi - exchangecommission with a view to achieving maximum unifor
sion for a hearing in respect @ny matters determined by themity in the form and content of registration statements, applica
order,except a party may file a request fdresring regarding an tionsand reports wherever practicable.
order issued under S51.60 (3)at any time. Whin 10 days after  (3) The division may by rule or order prescribe form and
aninterested person files a written request with the division fo% tentof financial statements required under this chatitercir
hearing,the matter shall be noticed for hearing, and a hearing s Ewstancesmder which consolidated financial statements shall
beheld within 60 days after noticanless extended by the divi e filed, and whether any required financial statements shall be
sion for good cause. During the pendency of ar8aring certified by independent or certified public accountantall
requestedinder this subsection, the order issued summarily Shi‘i’r‘ﬁancial statements shall be prepared in accordance with-gener
remainin effect unless vacated or modified by the division. ally accepted accounting practices unkesgrwise permitted by
(3) After a hearing, the division may issue a final order asgie or order
appropriate. The final order may &fm, vacate or modify an order 4y No provision of this chapter imposing any liabiliapplies
issuedsummarily in eflect during the pendency of the hearei®y 5 any act done or omitted in good faith in conformity with any
appropriatepr may include such other sanctions as are providggle form or order of the division, notwithstanding that thie,

for under s551.24551.280r551.34 An order issued summarily torm or order may later be amended or rescinded or be determined
againsta party becomes a final order if the party fails to requeg} pe invalid for any reason.

ahearing under sulf2) or if the party defaults after requesting a pistory: 1981 c. 53.43 1995 a. 27
hearing.
(4) Hearingsand rehearings shall be public. 551.64 Administrative files and opinions. (1) A docu

(5) Ordersof thedivision are subject to judicial review undefMentis filed when it is received by the division drauthorized
ch. 227 but orders originally entered without a hearing may b&ders.551.32 (1) (a)an oganization designated by the division.

reviewedonly if the party seeking review has requested a hearing(2) Thedivision shall keep a register of all licenses eegls
within the time provided by sul2). tration statements which are or have ever befatife under this

History: 1971 c. 841975 c. 57199, 414 1981 c. 531995 a. 27 chapterand predecessor laws and all denial, suspension or revoca
tion orderswhich have been entered under this chapter and-prede

551.62 Stay of proceedings. (1) No permanent or tempo cessoflaws. The register shall be open for public inspection.
rary injunction, stayrestraining order cother order shall issue in  (3) Theinformation contained in or filed with amggistration
any proceeding under §51.560r 551.61suspending or staying statementapplication or report shall be made available topthte
any order of the division, excepipon application to the circuit lic in accordance with rules adopted by the division.
courtof the appropriate countgotice of which shall be given to (4 Thedivision upon request shall furnish to any person at a
thedivision and other parties the proceeding, and except aftefeasonablechage photostatic or other copies, certified by the
opportunity for hearing thereon. No permanent or temporagyision if certification is requested, of amytry in the register or
injunction, stay restraining order or other order shall issue in aryqy orderor other document on file with the division. Any copy
other proceeding or action, in argourt, which shall have the ggcertified is admissible in evidence unde8&9.18

effect of delaying or preventing any suohder from becoming —_ :
effective,unless the parties the proceeding before the divisionfor(a)te-lr-gfegg\'/selogpm%yngOnor requests from interested persons

arealso parties to the court proceeding or action, and eaftept History: 1981 c. 53s.40, 43 1995 a. 27
noticeand opportunity for hearing thereon. T

(2) No permanent or temporary injunction, stagstraining 551.65 Service of process. (1) Everyapplicant for license
orderor other order shall issue in any proceeding undg1s56 or registration under this chapter and every issuer wirichoses
or551.61or in any other proceeding or action, in any court; sut offer a security in this state through any person acting as agent
pendingor stayingany order of the division or having thdestt  shallfile with the division orif applying for a license, with the
of delaying or preventing any such ordeom becoming ééc- organizationdesignated by the division undeb51.32 (1) (a)an
tive, unless an undertaking is entered into on the part of the pétievocableconsent appointing the division to be aisher attor
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ney to receive service of any lawful process in any noncriminéihuanceas is necessary tdfafd the defendant or respondent-rea

suit, action or proceeding against himhar or a success@xecd  sonableopportunity to defend.

tor or administrator which arises under this chapter or any rule oHistory: 1981 c. 53s.41, 43; 1995 a. 27

orderunder this chapter after the consent has been filed, with the

samevalidity as if served personally on the person filing the co®51.66 Scope of chapter . (1) The provisionf this chapter

sent. The consent shall be in the form the division by rule preoncerning sales andfefs to sellapplywhen a sale or fafr to sell

scribes. The consent need not be filed by a person who has filisdnade in this state or when arfesfto purchase is made and

a consent inconnection with a previous registration or licensacceptedn this state. The provisions concerning purchases and

whichis then in €kct. Servicemay be made by leaving a copyoffers to purchase apply when a purchase far ¢d purchase is

of the process at thefimfe of the division, but it is not fefctive  made in this state or anfef to sell is made and accepted in this

unlessthe plaintif, who may be the division in a suit, action oistate.

proceedingnstituted by the division, promptly sends notice of the (2) For the purpose of this section, aresfto sell or to pur

serviceand a copyf the process by registered or certified mail tghases made in this state, whether or not either party is then pres

the defendant or respondeat the persos’last address on file entin this state, when the fef originates from thistate or is

with the division, and the plaintis afidavit of compliance with directedby the oferor to this state and received by thterde in

this subsection is filed in the case on or before the return day of {hg state, but for the purpose of51.21, an ofer to sell which

processpr within such time as the court allows. is notdirected to or received by thefake in this state is not made
(2) Whenany person, including any nonresident of this statg this state.

engagesn conduct prohibited anade actionable by this chapter (3) For the purpose of this section, afieofto purchase or to

or any ruleor order under this chapt@nd the person has not filedse|js accepted in this state when acceptance is communicated to

aconsent to service of process under ¢lipand personal jus  the offeror in this state, and has nateviously been communi

diction over the person cannot otherwise be obtaingdis state, catedto the oferor, orally or in writing, outside this statend

that conduct shall be considered equivaléatthe persos’ gcceptancés communicated to thefferor in this state, whether

appointmenbf the division to be his or her attorney to receive se§, not either party is then present in this state, when fleeeef

vice of any lawful process in any noncriminal suit, action oF prejirectsit to the oferor in this state reasonably believing thteasr
ceedingagainst the person or the persmuCCess'Xecutor or i he in this state and it is received by thiexd in this state.

administratorwhich arises out of that conduct and which is (4) An offer to sell or to purchase is not made in this state when
broughtunder thischapter or any rule or order under this chaptetrhe publisher circulates or there is circulated on the pubfsher

with the same validity as if served on him or her person&igr behalfin this stat b fid th blicat
vice may be made by leaving a capfthe process at thefige of ~PENa!TIN this state any bona fide newspaper or other publication
of general, regular and paid circulation which is not published in

thedivision, but it is not ééctive unless the plaintjfwvho may be hi . L g - .

the division in a suit, action or proceeding instituted by the-divfhiS State, or a radio or television program originating outside this

sion, promptly sends notice of teervice and a copy of the pro Stafﬁl,sryrefﬂ}’idglflggﬁ sstgte.

cessby registered or certified mail to the defendant or resp(.Jr“jen$hissection focuses on locus of certain actions, regardless of eithes paey’

atthe persors last-known address or takes other steps vdneh ence. Feitier wiidas Associates, 418 F Supp. 735.

reasonablycalculated to give actual notice; and the pldintffi-

davit of compliance wittthis subsection is filed in the case on 0651.67 Statutory policy . This chapter shall be so construed

beforethe return day of the process or within such time as the casttto efectuate its general purpose to make unifoine law of

allows. thosestatesvhich enact the “Uniform Securities Act” and to coor
(3) Whenprocess is served under this section the court, or ti@atethe interpretation and administration of this chapter with

division in a proceeding before the division, sleatler such con relatedfederal regulation.
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