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SECTION . 551.02 .(1g) of the statutes is created to read:

551.02 (1g) “Accredited investor” has the meaning given in 17 CFR 230.501(a).
SECTION % '551.23 (8) (g) of the statutes is amended to read:

551.23 (8) (g) An individual accredited investoras-defined by rule of the
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SECTION % 551.23 (10) of the statutes is amended to read:

551.23 (10) Any offer or sale of its securities by an issuer having its principal
office in this state, if the aggregate number of persons holding directly or indirectly
all of the issuer’s securities, after the securities to be issued are sold, does not exceed
15 25, exclusive of persons under sub. (8), if no commission or other remuneration
is paid or given directly or indirectly for soliciting any person in this state, except to
broker—dealers and agents licensed in this state, and if no advertising is published
unless it has been permitted by the division.

SECTION L. 551.23 (11) (a) of the statutes is amended to read:

551.23 (11) (a) Any transaction pursuant to an offer directed by the offeror to
not more than 10 25 persons in this state, excluding persons cxempt under sub. (8).
but including persons exempt under sub. (10), during any period of 12 consecutive
months, whether or not the offerorvor any of the offerees is then present in this state,
if the offeror reasonably believes that all the persons in this state are purchasing for
investment, and no commission or other reinuneration is paid or given directly or
indirectly for soliciting any person in this state other than those exempt by sub. (8).

SECTION 3698n. 551.31 (1) (d) of the statutes is created to read:

551.31 (1) (d,) An agent who is acting exclusively as an agent representing an
issuer of secuﬁties and who makes offers and sales of the issuer’s securities in
transactions that are exempt under s. 551.23 (\g) (g) or under a rule of the division

promulgated under s. 551.23 (18) that specifically exempts transactions involving



1
2

. LRBb1570/2
2001 - 2002 Legislature -3- RIM:cjs:jf

accredited investors and that-is based on a model accredited investor exemption

adopted by the North American Securities Administrators Association.@;.f

(END)
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AN ACT to renumber 551.02 (1); to.dmend 551.23 (8) (g), 551.23 (10) and 551.23

(11) (a); and to create 55¥02 (1g) and 551.31 (1) (d) of the statutes; relating
to: exemptions from securities registration requirementé and licensing

requirements for securities broker—dealers and securities agents.

Analysis by the Legislative Reference Bureau

Under current law, a person may not offer or sell any security in this state
unless a registration statement relating to the security is filed with the division of
securities in the department of financial institutions (division) or unless the security
is exempt from state registration requirements under federal law. However, current
law exempts certain types of securities and transactions from this registration
requirement. For example, an offer or sale of a security currently is exempt from
registration if the offer or sale is made to an individual who qualifies as an accredited
investor under the rules of the division, as long as the issuer of the security
reasonably believes that the accredited investor has such knowledge and experience
in financial and business matters as to be capable of evaluating the merits and risks
of the investment. In addition, with certain exceptions, an offer or sale of a security
by the issuer of that security is exempt from registration if the issuer has its principal
office in this state and if, among other things, not more than 15 persons will hold all
of the securities after the sale. Alse, under current law, any transaction that is
entered into pursuant to an offer made to not more than ten persons in this state
during any period of 12 consecutive months is exempt from registration, if certain
other requirements are satisfied.




N Rt

2001 — 2002 Legislature -2- LRB-3445/1
: RJM:¢js:kjf
BILL

v |\~
/\/ This bill expands these exemptions from registration. Under this bill, an offer

or sale of a security to an accredited investor is exempt from registration if the
individual or person receiving the offer or making the purchase qualifies as an
accredited investor under certain federal rules. These federal rules define
“accredited investor” to include, among other things, certain financial entities, such
as banking institutions, and individuals who have a net worth of greater than
$1,000,000 or who have had an income of greater than $200,000 in the two most
recent years. The bill also repeals the requirement that the issuer reasonably believe
the accredited investor has a specified level of knowledge and experience in financial
and business matters. In addition, under this bill, an offer or sale of a security by
the issuer of that security generally is exempt from registration if the issuer has its
principal office in this state and if, among other things, not more than 25 persons will
hold all of the issuer’s securities after the sale. Also, under this bill, any transaction
that is entered into pursuant to an offer made to not more than 25 persons in this
state during any period of 12 consecutive months generally is exempt from
registration, if the other requirements under current law are satisfied.

Currently, in order to transact business as a securities broker—dealer or
securities agent in this state, a person must obtain a license from the division, unless
the person is exempt from the licensing requirement. Current law exempts persons
who give certain group presentations relating to securities, persons who engage
exclusively in transactions on account of or with certain financial and governmental
entities, and certain persons Who are exempt from state li ing requirements
under federal law. 2 0. Yo

This bill creates an additional exemptlon from this Hcensing requirement. This
bill exempts any securities agent who is acting exclugively on behalf of an issuer of

1nvolv1ng accredlted 1nvestors ox 1o _persons who 1i T ipvES

For further information see the state ﬁscal estlmate which will be printed as
an appendix to this bill. - e
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The people of the state of Wisconsin, represented in senate and assembly, do

enact as follows: 260 Tn S

551.02 (1g) “ ited i ” ing given INCFR 230.501(a).
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BILL SECTION 3

361.23 (8) (g) An individual accredited investor,—&s—deﬁ%}ed—by—phﬁe—ef—the
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office in this state, if the aggregate number of'persons holding directly or indirectly
all of the iséuer’s securities, after th e.secu Aties to be issued are sold, does not exceed
15 25, exclusive of persons under suk, ), if no commission or other remuneration
is paid or given directly or indirectlyfor\soliciting any person in this state, except to
broker—dealers and agents licenged in this\state, and if no advertising is pliblished
uniess it has been permitted Wy the division.

SECTION 5. 551.23 (1Y) (a) of the statutes 1§ amended to read:

551.23 (11) (a) Any¥ transaction p[ursuant to aq offer directed by the offeror to
not more than 10 25 persons in this state, excluding prrsons exempt under sub. (8)
but including persghs exempt under sub. (10), during any period of 12 consecutive
months, whethey or nat the offeror or any of the offerees is then present in this state,
if the offeror yéasonably believes that all the persons in this state are purchasing for
investmeny, and no commission or other remuneration is paid o\given directly or
indirect}y for soliciting any person in this state other than those exe}ypt by sub. (8).

SECTION 6. 551.31 (1) (d) of the statutes is created to read:

5561.31 (1) (d) An agent who is acting exclusively as an agent represgnting an

4 ] . . .
/issuer of securities and who makes offers and sales of the issuer’s securities in
/
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accredited investors.
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MEMORANDUM
To: Senator Cowles
From: Robert J. Marchant, Legislative Attorney

Re: LRB-3525/1 Securities registration exemptions

The attached draft was prepared at your request. Please review it carefully to ensure that it is
accurate and satisfies your intent. If it does and you would like it jacketed for introduction,
please indicate below for which house you would like the draft Jjacketed and return this
memorandum to our office. If you have any questions about jacketing, please call our program
assistants at 266-3561. Please allow one day for jacketing.

JACKET FOR ASSEMBLY X JACKET FOR SENATE

If you have any questions concerning the attached draft, or would like to have it redrafted,
please contact me at (608) 261-4454 or at the address indicated at the top of this memorandum.

If the last paragraph of the analysis states that a fiscal estimate will be prepared, the LRB will
request that it be prepared after the draft is introduced. You may obtain a fiscal estimate on the
attached draft before it is introduced by calling our program assistants at 266-3561. Please note
that if you have previously requested that a fiscal estimate be prepared on an earlier version of

this draft, you will need to call our program assistants in order to obtain a fiscal estimate on this
version before it is introduced.

Please call our program assistants at 266-3561 if you have any questions regarding this
memorandum,.




