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OFF ICE OP ~rHE 

CmflM.ISSIONER OF 8ECmU'1'IES 
STATE OF WISCONSIN 

In the 1"latter of 
wis. Adrn. Code 

Rules of the 
Corru:nissioner of Securities 

Amendments to Chapters 
SECl through 9 

ORDER ADOPTING 
PE:ID1ANENTRULES 

Pursuant to the authority vested in the 

Wisconsin Comrnissioner of Securi ties under sec·tion 

551.63(1), Wis. State., to make, amend and reaeind 

any rules, forms and orders that are neeessary to 

carry out chapter 551, the Wisconsin Uniform Securities 

Lat'l Q and to proteet public investors, \!Jisconsin 

Comrnissioner of Securities ,Jeffrey B. BarteIl hereby· 

adopts and amends rules as follov"s: 



OFFICE OF THE 
COMMISSIONER OF SECURITIES 

STATE OF WISCONSIN 

In the Matterof 
Wis. Adm. Code 

Ru1es of the 
Commissioner of Securities 

Amendments to Chapters 
SEC 1 through 9 

CORRECTING 
AMENDMENT TO 

OCTOBER 19, 1977 
ORDER ADOPTING 
PERMANENT RULES 

WHEREAS, the Order Adopting Permanent Rules issued 
October 19, 1977 in the above-captioned matter contained an 
inadvertent omission in the language of SECTION 211 thereof 
resu1ting in misnumbering of the sequence of three sections 
of the rule provisions in Chapter SEC 7; and . 

WHEREAS, it is appropriate in the public interest 
that the ru1es be in proper sequence and that the omission 
in the ~anguage of SECTION 211 be amended and correeted; 
and 

WHEREAS, the amendment does not involve a substan
tive change to the Rules of the Commissioner of Securities, 
but rather mere1y corrects an inadvertent error in drafting; 

NOW THEREFORE, pursuant to the authority vested 
in the Wisconsin Commissioner of Securities under section 
551.63(1) ,Wis. Stat., to make, amend and rescind any rules, 
forms and order s that are necessary to carry out Chapter 
551, the Wisconsin Uniform Securities Law, and to proteet 
public investors, Wisconsin Commissioner of Securities 
Jeffrey B. Bartell hereby amends SECTION 211 of the 
Order Adopting Permanent Rules issued October 19, 1977 to 
read: 

SECTION 211. Wis. Adm. Code section SEC 7.03 
is repea1ed, and Wis. Adm. Code sections SEC 7.04, 7.05, 
7.06 and 7.07 are renumbered SEC 7.03, 7.04, 7.05 and 7.06, 
respective1y. 



EFFECTIVE DATE 

The amendment herein above shall take effeet 
concurrently with the effectiveness of the rules and 
amendments that are the subject of the Order Adopting 
Permanent Rules issued October 19, 1977 in this matter. 

Issued this 
at Madison, Wi~consin. 

(SEAL) 

RES:cam 

It~ day of ~ ,1977 

JEFFREY B. BARTELL 
Commissioner of Securities· 
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REVISIONS TO 
WISCONSIN ADMINISTRATIVE CODE 

RULES OF THE COMMISSIONER OF SECURITIES 

Chapter SEC 1 

TITLE AND DEFINITIONS 

SECTION 1. Wis. Adm. Code section SEC 1.0j(l) (b) is 

amended to read: 

SEC 1. 02 (1) (b) "Circu1ation" means advertising mailed, 

de1ivered or communicated in substantia11y simi1ar form to 

55I~23fIer-e~-fIIr,-W±g~-Seaeg~ 10 persons in this state 

(exc1usive of persons exempt under section 551.23(8), Wis. 

Stats.), except with respeet to section 551.23(10), Wis. 

Stats., more than 15 persons (exc1usive of persons exempt 

under section 551.23(8), Wis. Stats.); and 

SECTION 2. Wis. Adm. Cod~ section SEC 1.02(4) is 

repea1ed and recreated to read: 

SEC 1.02(4) An "offer" within the meaning of section 

551.02(11) (b), Wis. Stats., is invo1ved, so far as the 

security ho1ders of an issuer are concerned, where there is 

submitted to the vote of such security ho1ders a proposa1, 

p1an or agreement for: 

(a) a rec1assification of securities ef such issuer 

which invo1ves the substitution or exchange of a security 

for another security; 



(b) a statutory merger or conso1idation in which 

securities of such issuer wi11 become or be exchanged for 

securities of any other issueri 

(c) a transfer oI- assets of such issuer to another 

person in consideration of the issuance of securities of the 

other person or any of its affi1iatesi or 

(d) a sale of securities of such issuer to another 

person in consideration of the issuance ortransfer to such 

issuer of securities of the other person or any of its 

affi1iates. 

SECTION 3. Wis. Adm. Co(fu'section SEC 1.02(5) is 

repea1ed and recreated to read: 

SEC 1.02(5) "Transact business" as used in sections 

551.31(1) and (3), Wis. Stats., inc1udes the solicitation of 

a person to become a customer, client or subscrib~r. 

SECTION 4. wis. Adm. Code section SEC 1.02(6) is 

created to read: 

SEC 1. 02 (6) "Investment contract," as used in section 

551. 02 (13) (a), Wis. Stats., inc1udes: 

(a) any investment in a common enterprise with the 

expectation of profit to be derived through the essentia1 

manageria1 efforts of someone other than the investor. For 

the purposes of this subsection, a "comrnon enterprise" is 

one in which the fortunes of the investor are interwoven 

with and dependent upon the efforts and successes of those 

seeking, the investment or of a third partYi 'and 
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(b) any investment by which an offeree'furnishes 

initia1 va1ue to an offeror, and a portion of this initia1 

va1ue is subjected to the risks of the enterprise, and the 

furnishing of the initia~ va1ue is induced by the offerorls 

promises or representations which give rise to a reasonab1e 

understanding that a va1uab1e benefit of some kind over and 

above the initia1 va1ue wi11 accrue to the offeree as a 

resu1t of the operation of the enterprise, and the offeree 

does not receive the right to exercise practica1 and actua1 

contro1 over the manageria1 decisions of the enterprise. 

SECTION 5. l"iTis. Adm. Code section SEC 1.02(7) is 

created to read: 

SEC 1.02(7) "Branch offiee" means any branch offiee, 

sa1es office or office of supervisory jurisdiction registered 

under the ru1es of any national securities exchange or 

national securities association of which the broker-dea1er 

is a member, or any place of business of three or more 

1icensed agents, in this state. 

SECTION 6. Wis. Adm. Code Chapter SEC 2 Registration 

of Securities (Tit1e) is amended to read: 

Chapter SEC 2 

REGISTRATION eF-SEeBRf~fES EXEMPTIONS 

SECTION 7. Wis. Adm. Co de section SEC 2.01(1) is 

repea1ed. 

SECTION 8. wis. Adm. Code section SEC 2.01(6) is 

renumbered as SEC 2.01(1), and as renumbered, isamended to 

read: 
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SEC 2.01 Exempt securities. (1) (a) Any revenue 

obligation payable from payments to be made in respeet of 

property or money used under a lease" sale or loan arrange

ment by or for a nongo~ernmental industrial or commercial 

enterprise, is exempted under section 551.22(1), Wis. 

stats., if: 

fat ~ The enterprise is a public utility described 

under section 551.22(6), Wis. Stats' L having securities 

registered under section 12 of the securities exchange act 

of 1934, or is a wholly-owned subsidiary of one or more of 

such utilities, and a notice~f theproposed offering 

including fhe offering statement or prospectus is filed with 

the commissioner prior to. the offering; 

fbt 2. Any securities of the enterpris~, or any securities 

of an unconditional guarantor of all payments under the 

lease, sale or loan arrangement, are exempt under section 

551.22(7), wis. Stats., and notice of the proposed offering 

including the offering statem~nt or prospectus is filed with 

the commissioner prior to the offering; or 

fet ~ A notice of the proposed offering is filed with 

the commissioner, including a trust indenture meeting the 

requirements of Wis.' Adm. Code section SEC 2 .. 9=t 3.24, an 

official statement or a prospectus meeting the requireme~ts 

of Wis. Adm. Code section SEC 2 .. 96 3.23, and such additional 

information as the commissioner may require, and the commis

sioner does not by order deny the exemption within 20 days 

of the date the notice is filed. 
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(b) Any guarantee of any security exempt under section 

551.22(1), Wis. Stats., is exempted from section 551.21, wis~ 

Stats. 

SECTION 9. wis. Adm,. Code sections SEC 2.01 (2), (3), 

(4) and (5) are renumbered SEC 2. 01 ( 3), (4), (5) and (6), 

respective1y. 

SECTION 10. Wis. Adm. Code section SEC 2.01(2) is 

created to read: 

SEe 2.01(2) For purposes of sections 551.22(3) and 

551.22(6), Wis. Stats., an issuer or a guarantor is "subject 

to regu1ation in respeet of t!he issuance or guarantee of its 

securities by a governmental authority" if that governmental 

authority has authority to regu1ate the issuer's or guarantor's 

business and the terms of: 

(a) the issuer's or guarantor's equity securities and 

debt securities with a maturity of one year or more; or 

(b) the particu1ar securities to be offered and sold. 

SECTION Il.. Wis. Adm. Co de section SEC 2.01(3) as 

renumbered is amended to read: 

SEC 2.01(3) Any security listed, or approved for 

1isting upon notice of issuance, on the New York Stock 

Exchange, Inc., or the American Stock Exchange, Inc., .is 

exempted under section 551.22(7), Wis. Stats'7-as-~s-aRY 

e~fie~-gee~~~~y-e€-~fie-9affle-~99~e~-wfi~efi-~9~e€-geR~e~-e~ 

9~e9~aR~~a±±y-e~~a±-~aR*T-aRY-gee~~~~y-ea±±ea-€e~-eY-9~e

ge~~~~~eR-~~~fi~9-e~-wa~~aR~9-&e-±~9~ea-e~-a~~~evee7-e~-aRY 

wa~~aR~-e~-~~~fi~-~e-~~~efiage-e~-9~ege~~ee-~e-aRy-e€-~fie 
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fe~e~e~R~~-~~ev~aea-~fia~-aRy-s~efi-see~~~~y-effe~ea-~R 

eXehaR~e-fer-see~r~~~es-ef-aRy-e~fier-~ss~er-±g-eXeffi~~ea-eR~~ 

~f-~fie-~ss~er-f~~eS-w~~fi-~fie-eeffiffi~SS~eRe~-a-Re~±ee-ef-~fie 

~re~eSea-effe~~R~7'-~Re~1:ia~R~-~fie-~f:'es~eei;~s-~e":'he-t::lSea-±R 

eeRReee±eR-efie~ew±~fi-afta-st::lefi-aaa±~±eftax-±ftfef:'ffia~±en-ag-fie 

ffiay-re~t::l±f:'e7'-afta-~fie-eeffiffi±SS~eftef:'-aeeS-fte~-hy-ef:'aef:'-a±Sa~~ew 

~he-eXeffi~i;~eR-W~~fi±R-~e-aays • 

. SECTION 12. Wis. Adm. Code section SEC 2.01(4) as 

renumbered is amended to read: 

SEC 2.01(4)~ Any evidence of debt issued by a domestic 

non-prof it corporation to per~ons other than its members is 

exemptedunder section 551.22(8), Wis. Stats., if the issuer 

or a 1icensed broker-dea1er fi1es a notice of the proposed 

issuance in the form prescribed by the cornrnissioner, inc1uding: 

a trust indenture meeting the requirements of wis. Adm. Code 

section SEC 2.e=t-f2t 3.24 under which such evidence of debt 

is proposed to be issued; a prospectus describing the-±~~ne~7' 

the trust indenture·aRa-efie-ev~aeRee-ef-aeh~-~re~esea~ee-he 

~sst::lea7'-wfi~efi-sfia~~-he-~~veR-er-seRe-ee-eaeh-~ef:'SeR-~e-wfieffi 

aR-effer-ef-St::lefi-ev~aeRee-ef-aehe-~s-ffiaae-a~-efie-~~ffie-er 

~~ffies-s~ee±f±ea-±R-W±s.-Aaffi.-eeae-see~±eR-8Ee-~.96-f~t; and 

such additiona1 information as the commissioner may requirei 

and the cornrnissioner does not by order a±sa±~ew deny or 

revoke the exemption within 10 days er-st::lefi~sfie~ee~-~e~±ea 

as-fie-ffiay-~erffi±~. 
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(b) A person does not beeome a "member" for purposes 

of section 551. 22 (8), Wis. Stats., sole1y by reason of the 

purchase of the issuer's securities . 
... 

SECTION 13. Wis. Ädm. Code seetion SEC 2.01(5) as 

renumbered is repea1ed and reereated to read: 

SEC 2. 01 (5) ." Commereia1 paper" exempted under seetion 

551.22(9), Wis. Stats., means any note, draft or bill of 

exchange, whieh: 

(a) evidenees an ob1igation to pay eash within 9 

montha of the date of issuanee, exe1usive of days of graee, 
. . ~ 

any renewa1 of such pa1?er whierl is 1ikewise limited, or any 

,_ guarantee of sudh paper or such renewa1; 

(b) is offered or sold through a broker-dea1er, or an 

institution deseribed in'seetion 551.22(3), Wis. Stats., or 

a state or any ageney or po1itiea1 subdivision thereof, 

whether such person is aeting for itself or for the aeeount 

of a eustomer; 

(e) is not offered or sold to the general public by 

means of ~he pub1ieation or eireu1ation of any advertising; 

and 

(d) is issued to finance 1iquid eurrent assets 

(ine1uding inventories and receivab1es) or eurrent.operating 

expenses. 

SECTION 14. Wis. Adm. Code seetion SEC 2.01(7) is 

ereated to read: 

SEC 2.01(7) A notice fi1ed under seetion 551.22(10), 

Wis. Stats., sha11 eonsist of a eomp1ete deseription of the 
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plan, including any advertising to be published, circulated 

or used. The exemption may be denied if the plan is unfair 

or inequitable to purchasers of securities thereunder. If the 

plan invol ves purchases'" 0:( the employer' s securities" a plan 

may be deemed unfair or inequitable unless: 

(a) the formula price at whieh employees may purehase 

shares is ealeulated at least annually, and is not less than 

85% of the fair market value of the stock at the beginning 

of the l-year purehase period or the end of the purchase 

period, whiehever is lower, and shares purehased are fully 

paid for at the end of eaeh p;~riod, stock eertifieates are 

issued and no fraetional shares are issued; 

(b) the issuer files an undertaking to deliver to all 

partieipating employees eopies of the issuer's annual 

finaneial statements; 

(e) a participating employee has the rightto withdraw 

from the plan at any time without penalty; 

(d) if there is no adequate public market f6r the 

issuer's shares as defined in Wis. Adm. Code seetion SEe 

3.02 (1) (b), the issuer offers to repurchase the shares at a 

price determined by the same formula pursuant to whieh the 

sha~es were purchased by theemployee under the issuer's 

plan, upon the happening of either of the following events: 

1. .the employee eeases to be employed by the issuer 

(Q~ a subsidiary), and a written request f6r repurchase is 

~eeeived by the issuer within 180 days after termination of 

employment; or 

-8-
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2. the emp10yee experience s severe financial hardship 

due to illness or death in the irnrnediate family, major 

uninsured casualty loss, or other unforeseen events, and 

delivers to the issuer ~a written irrevocable election to 

have the issuer repurchase the shares, including a statement 

in reasonable detail as to the nature of the employee's 

financial hardship, and within 20 days the issuer's board of 

directors does not determine that no severe financial 

hardship exists; 

(e) all funds contributed to the plan for the purchase 

of shares are protected from '~laims of creditors of the 

issuer; 

(f) any withho1ding from an employee's compensation is 

limited to not more than 10% of such compensation each pay 

period; 

(g) all shares issued under the plan have voting, 

dividend and liquidation rights meeting the requirements of 

Wis. Adm. Code section SEC 3.07; and 

(h) if the securities to be purchased urider the plan 

are not registered under the securities act of 1933, the 

issuer files a satisfactory opinion of counsel as to its 

exempt status under that act. 

SECTION 15. Wis. Adm. Code section SEC 2.02(1) (a) is 

amended to read: 

SE~ 2.02(1) (a) Any sale of an outstanding security by 

or on behalf 'of a person not in control of the issuer or 

controlled by the issuer or under cornrnon control with the 
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issuer and not involving a distribution; but if the sale is 

effected through a broker-dealer aft6-ehe-seetl~~eY-~S-ft6e 

~tlai~f~e6-tlftde~-see~~6ft-55i~23f3~7-W~s~-S~a~s~, the trans

action is deemed isola~ed.only if ~fte-a~~~e~ate-6~ all 

transactions in thesecurity effected by or through the 

broker-dealerdtl~~ng-~he-~~~e~-i2-ffieft~hs are isolated; ~ 

transaction is presumed to be "isolated" if it is one of not 

more than 3. such transactions during the prior 12 months; 

and 

SECTION 16. wis. Adm. Code section SEC 2.02(3) (a) is 

amended to read: 

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

under subsection (3) (c) thereof, the issuer or a licensed 

broker-dealer files a notice of the proposed sale in the 

form prescribed by the cornmissioner, including the latest 

prospectus filed under the securities act of 1933 describing 

the se'curi ties proposed to be sold, and the information 

concerning the public market for the security specifiedin 

Wis. Adm. Code section SEC 3.02f2~ (1) (b). Such exemption, 

unIess d~saiiewed denied or revoked by order of the commissioner 

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

periodic information; documents and reports under section 

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

SECTION 17. Wis. Adm.Code section SEt 2.02(3) (b) is 

amended to read: 

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

under subsection (3) (d) thereof, the issuer or an applicant 

-10~ 



files a notice of the proposed sale ±n-~he-fe~m-p~ese~±bee 

by-ehe-eemm±ss±erte~, including: the prospectus used in the 

most recerit offering of the securities proposed to be saId; 

any information specifi€d in wis. Adm. Code sections SEC 

i~e5-art8-i~e6 3.22 arid 3.23 and not contained in the filed 

prospeetus; the trust indenture, if,any, under which the 

securities proposed to be saId are issued; the information 

concerning the public marketfor the security specified in 

Wis. Adm. Code section SEC 3.02ii~(1) (b); ~ balanee sheet 

of the issuer as of the end of the last fiscal year of the 

issuer preceding the date of ~iling and art-±rteeme-seaeemerte 

statements of incarne and changes in financial positian and 

analysis of surpIus for such fiscalyear meeting the reguire

ments of Wis. Adm. Code section SEC 6~e~ 7.06; an undertaking 

to file with the cornmissioner within 120 days (180 days with 

respeet to a corporation organized and operated not for 

private,profit but exclusively for religious, educational, 

benevolent or charitable purposes) after the end of each 

.fiscal year of the issuer comparable financial statements of 

the issuer for each such fiscal year; and an undertaking to 

furnish the cornmissioner with a written report within 30 

days after the happe~ing of any materialevent affecting the 

issuer or the securities proposed to be saId. Such exemption, 

unIess disallowed by order of the cornmissioner within 10 

days, is effective $0 long as the information reguired to be 

furnished is kept current. ~he-nee±ee-may-be-f±le8-by-a 

l±eefise8-b~eke~-8ea~e~-±f-ehe-±sstle~-fa±ls-ee-eefisefie-ee 
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8tleh-f~±~fi~-aficl-~he~e-~8-a-~tlB±~e-ffiarke~-fer-~he-seetlr±~Y7 

±fi-wh~eh-ease-ehe-fie~±ee-sha±±-~fie±tlcle-stleh-±fife~ffia~~efi-as 

~s-*fiewfi-BY-Stleh-B~e*e~-clea±er-er-eafi-Be-ftl~fi~shecl-BY-±e 

w~ehetle-HfireasefiaB±e-e~fere-er-eM~efise. 

SECTION 18. Wis. Adm~. Code seetion SEC ~.d2(5) is 

amended to· read: 

SEC 2.02(5) A "finaneial institution or institutiorial 

investor" wi thin the meaning of seetiön 551. 23 (8), Wis. 

Stats., ineludes: 

(a)an endowrnent or trpst fund of a eharitable organ

ization speeified in seetion "170 (b) (1) (A) of the internal 

revenue eode; 

(b) an issuer whieh has any elass of securities 

registered under seetion 12 of the securities exchange aet 

of 1934, and any wholly owned subsidiary thereof; aficl 

(e) any other eorporation, partnership or association 

whieh has been inexistenee for 10 years or whose net assets 

exeeed $250,000, and whose prineipal purpose as stated in 

its articIes, by-laws .or other organizational instrument is 

investing in seeurities7-~~e~±clecl-~hat-afiY-Breker-clea±er 

sha±±-eBta~fi-reeercls-eefif~rffi±fi~-sHeh-faees-~~~e~-te-effee~~fi~ 

transaet~ens-w±th-any-sHeh-~ersen.; and 

(d) any other person or entity whom the eornrnissioner 

by order designates. 

SECTION 19. Wis. Adm. Code seetion SEC 2.02(6) is 

amended to read: 

-12-



SEC 2.02(6) With respeet to an offer or sale of a 

security.exempted under sections 551.23(10) or (Il), Wis. 

Stats. : 

(a) offerees or per,sons holding directly or indirectly 

all the issuer's securities include all joint or Dommon 

. owners and all beneficial owners of its securities, and all 

beneficial owners of any corporation, partnership, association 
" 

or trust holding any of the issuer's securities and organized 

in connection with the offer or sale of such securities-:-L 

provided that any relative or spouse, or any relative of 

such spouse, having the same'~home ~s the offeree or person, 

Shall not be deemed a separate offeree or person; 

(b) issuers affiliated by reason of direet or indirect 

control or persons affiliated by reason of direet or indirect 

control of any issuer are deemed to be a single issuer or 

person; but the commissioner may by order exempt the offer 

or sale of securities by any such affiliated issuer or 

person upon the filing of anotice of the proposed sale and 

such other information as he the commissioner may require, 

if he-:€:i:ftes--eha-e it is not part of a common business purpose 

or plan of offering-:-L 

(e) a reasonable commission or fee may be paid to a 

~:i:eefisee broker-dealer licensed in this state for services 

rendered in connection with a sale of secuiities effected 

under these sections-:-; a commission or fee will be presumed 

reasonable if it does not exceed the arnount perrnitted under 

Wis~ Adrn. Code section SEC 3.01(1); and 

-13- . 
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(d) AfiY-~SStlef-ef-e~ftef~~efsefi-sell~fi~-Seetlf~~~eS 

tlfi6ef-~fteSe-See~~efiS-Sftall-~~le-w~~ft-~fte-eeffiffi~ss~efief-a 

fe~ef~-e~-Stleft-sales~efi-a-~efffi-~fesefiBed-By-ft~ffi7-W~~ft~fi-3e 

days-a~~ef-~fte-a~~fe~a~~-affietlfi~-e~-Stleft-sales-~fi-eftis-s~a~e 

e~eeeds-$597eee-ef-sales-~fe-e~~eeeed-~e-afi-a~~fe~a~e-e~-~e 

~efsefiS-~fi-~ft~S-s~aee-W~~ft~fi-a-3-.'teaf-~ef~ed7-Se~~~fi9"-~ef~ft 

~fte~fiaffie-afid~a6dfesS-e~-~fte-~SStlef-afid-eaeft-~tlreftaSef-~fi 

~ft~s-sea~e7~a-dese~~~~~efi~e~-~fte-seetlr~~ies-seld7-~fte-affietlfi~ 

ef-Seetlr~~~eS-afid-~r~ee-~a~6-By-eaeft-~tlreftaSer-afid-~fte-da~e 

er-eaeft-~rafiSae~~efi~--Baeft-Stleft-~erSefi-shall-r~le-w~th-the 

eeffiffi~s s ~efief- Stl~~leffiefi~a3: -f'~~er~s -W~-eh~fi-39 -days -a~ -eef- ~fte 

efid-ef-eaeft-ea3:efidar-~tlaf~er-ifi-wh~eh-~tlfther-sa3:es-e~-~he 

seetlr~~~es-are-e~~ee~ed~ 

fet the exemption for any offer or sale under ~hese 

see~~efis section 551.23(11), wis. Stats., is withdrawn with 

respeet to: 

1. any offer or sale of a limited partnership interest, 

investment contract, or certificate of interest or partici

pation in an oil, gas or mining title or lease or in payments 

out of production under such title or lease, if the aggregate 

maiimum Value of all securities to be offered in this state 

by or on behalf of the issuer, together with the value of 

any securities issued in this state by or on behalf of the 

issuer during the prior 12 months, exceed~ $100,000, unIess 

the issuer files a notice' of such proposed offer or sale 

with the cornrnissioner, including any prospectus, circular or 
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other material to be delivered to offerees, and such other 

information as the cornrnissioner may require, and the cornrnis-' 

sioner does not by order withdraw, deny or revoke the 

exemption wi thin 10 days; . 

2. any-erre~-e~-sa±e-By-e~-en-Befta±f-ef-afiY-~SStle~-e~ 

ether-~e~Sefi-Wfte-ftaS-fai±ea-~e-€i±e-~he-ffieSe-etl~refi~-re~ere 

ef-sa±es-s~ee~fiee-ifi-StlBSee~:i::efi-f6T-fa1-1' any offer or sale 

of equity securities by or on behalf of any person directly 

or indirectly controlling an issuer whose equity securities 

were registered under chapter 551, Wis. Stats., or any 

predecessor lawand are held ~Y-ffie~e-thafi-±ee-steekhe±de~s 

ef-~eeera-ifi-~ftis-staee7-if-efte-Sa±e7-ifie±tleifi~-efiy-eehe~ 

sa±es-BY-Stleft-~e~Sefi-ef-Seetlri~ies-ef-efte-Saffi.e-e:lass-etlrifi,t3 

efte-~~ie~-±~-ffi.efieftS7-eXeeees-±%-ef-the-etltseafie3::fi~-Sfta~es-er 

tlfi3::eS-ef-tftat-e±ass of record by more than 100 shareholders 

in this state, otherwise than in compIianee with Wis. Adm. 

Code section SEC 2.02(1) (b); and 

3. any offer3::n9 or sale of securities registered under 

the securities act of 1933 or exempted by regulations A or B 

thereunder1'L'unless permitted by order of the cornrnissioner 

in compIianee with such conditions as he the cornrnissioner 

may prescribe fe~~the-~reeeet:i::en-ef-~tl~eftaserS. 

SECTION 20. Wis. Adm. Code sections SEC 2.02(9), (10), 

and (Il) are ~enumbered SEC 2.02(10), (Il) ~nd(9), respectively. 

SECT~ON 21. Wis. Adm. Code section SEC 2.02(9), as 

renumbered, .is amended to read: 
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SEC 2.02(9)M "stock sp1it" within the meaning of 

section 551.23(14), Wis. Stats.~doesnot inc1ude any action 

by the corporation ha~ift~7-e~-ift~efteee-~e which has or may 

have7,the effeet of cbnqo1idating securities of a c1ass of 

outstanding equity securities into a sma11er number of 

securities of that c1ass~L 

(b) "Stockdividend" withinthe meaning of section 

551.23(14) 1 Wis. Stats., inc1udes the issuance of shares 

under adividend reinvestment plan in which the e1ection by 

a shareho1der to participate in the p1an is vo1untary and 

such e1ection may be rescin~ed at any time upon noticeto 

the issuer. 

SECTION 22. Wis. Adm. Code section SEC 2.02(10) (Intro.) 

is amended to read: 

SEC 2.02(10) N6tice of an offer of an evidence of 

debt of a non-profit corporation exempted under section 

551.23(15), Wis. Stats., sha11 be fi1ed in the form pre

scribed by the commissioner, and sha11 inc1ude: a trust 

indenture meeting the requirements of wis. Adm.Code 

section SEe 2T9~~2~3.24 under which the evidence of debt 

is proposed to be issued; a prospectus describing the 

issuer, trust indenture and evidence of debt proposed to be 

issued, which sha11 be given or sent to each person to 

whom an offer of such evidence of debt is" made at the time 

or times specified in Wis. Adm. Code section SEC 2~96~~~ 

3.23(1); such additiona1 information as the commissioner 

may require; and 
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SECTION 23. Wis. Adm. Code seetion SEC 2.02(10) (b), as 

renumbered, is repealed and reereated to read: 

SEC 2.02(10) (b) With respeet to an offer qualifying 

under subseetion (15)1bt thereof, a balanee sheet of the 

issueras of the end of the last fiseal year of the issuer 

preeeding the date of filing, and statements of ineome and 

changes in finaneial position and an analysis of surpIus of 

the issuer for eaeh of its three immediately preeeding 

fiseal years meeting th~ requirements of Wis. Adm. Code 

seetion SEC 7.06. 

SECTION 24. wis. Adm.~Gode seetion SEC 2.02(11) (a), as 

renumbered, is amended to read: 

SEC 2.02(11) (a) Any isolated issuer transaction relating 

to redeemable securities of an investment company registered 

under the investment company aet of 1940, effeeted through a 

lieensed broker-dealer pursuant to an unsolieited order or 

offer to purehase, provided that the broker-dealer obtains 

from the purehaser a written aeknowledgment 'that such purehase 

was unsolicited or the eonfirmation delivered to the purehaser 

or a memorandum delivered in eonneetion therewith eonfirms 

that such purehase was unsGlieited by the broker-dealer or 

any agent of the broker-dealer. A transaction is presumed 

to be "isolated" if it is one of not more than 3 such 

transactions during the prior 12 months. -

SECTION 25. wis. Adm. Code seetion SEC 2.02(11)(e), as 

renumbered, is amended to read: 
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SEC 2.02(11) (e) Any offer or sale of securities 

pursuant to a transaction not involving a public Qffering 

under the securities act of 19337-e~--ee--efie-e·m~3:eyees...:.e~ 

isstler, which the commissioner may by order exempt~ upon 

application filed by the issuer or seller, including such 

. information as the commissioner may require, afie-wfiiefi-is 

effected incompliance with such conditions as the com- . 

SECTION 26. Wis. Adm. Code section SEC 2.02(11) (f) 

is created to read: 

SEC 2.02(11) (f) Any offer or .sale ot securities to the 

employees or agent s of the issuer or its subsidiaries pursuant 

to a stock option plan, provided there is filed with the 

commissioner a n~tice consisting of a comp1ete description 

of the plan including any advertising to be published, 

circu1ated or used, and the commissioner by order exempts 

the plan. The commission~r may find such order inappropriate 

for the protection of investors unIess: 

1. the plan extends for no longer than 10 years; 

2." the total amount of options and the exercise price 

meet the requirements of Wis. Adm. Code sections SEC 3.03(4) 

and (5); 

.-
3. the issuer files an undertaking to deliver to all 

participating employees copies of the issuer's annual 

financial statements; 
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4. insta11ment payments for shares issued upon 

exercise are not permitted; 

5. certificates are issued upon exercise: 

6. the p1an meets the repurchase standards of Wis. 

Adm. Code section SEC 2.01(7) (d); 

7. all shares issued under the p1an have voting, 

dividend and 1iquidatiori rights meeting the requirements of 

Wis. Adm. Code .secti6n SEC 3;07; and 

8. if the shares to be issued under the p1an are not 

registered under the securities act of 1933, the issuer 

fi1es a satisfactory opinion bf counse1 as to its exempt 

status under that act. 

SECTION 27. Wis. Adm. Code section SEC 2.02(11) (g) is 

created to read: 

SEC 2.02(11) (g) Any offer by a 1icensed broker-dea1er 

pursuant to a pre1iminary prospectus, provided the securities 

are the subject of a registration statement fi1ed under 

sections 551.25 or 551.26, wis. Stats., or a notice fi1ed 

undersections 551.22(1) or (8) or 551.23(12) or "(15), Wis. 

Stats., and provided that such pre1iminary prospectus has 

been fi1ed with the U. S. securities and exchange commission 

or the commissioner for a period of 10 days, and the commis

sioner does not by order de ny the exemption. 

SECTION 28. Wis. Adm. Code section 2.<03 (1) is amended 

. to read: 

SEC 2.03(1) A notice of ex~mption pursuant tosections 

551.22 or 551.23, Wis. stats., is not deemed fi1ed unti1 
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payment of the examination fee prescribed by Wis. Adm. Code 

section SEC 6~e~~~t 7.01(1). 

SECTION 29. Wis. Adm. Code sections SEC 2.04, 2.05, 

2.06, 2.07, 2.08, 2.09,~a~d 2.10 are renumbered sections 

SEC 3.21, 3~22, 3.23, 3.24, 3.27, 3.28, 3.26, respectively, 

and sections SEC 2.11(1) and (2) are renumbered SEC 3.25(1) 

and (3). 

SECTION 31. Wis. Adm. Code Chapter SEC 3 (Title) is 

amended to read: 

Chapter SEC 3 

BENfAn,-SBSRENSf8N-ANB 
REV8eA'flf8N-8P-RE8fS'flRA'fl:E8NS 

REGISTRATION REQUIREMENTS 
AND PROCEDURES 

SECTION 31. Wis. Adm. Code section SEC 3.02 (Intro.) is 

amended to read: 

SEC 3.02 Offering price. The offering price of any 

security shall be fair and equitable to purchasers,-tak~ftg 

±nto-a.ccot\nt-a:B:-~e~evaftt-faete~s. with respeet t'o common 

stock, the offering price shall be reasonably related to the 

existing public market for the stock or to the net earnings 

of the issuer as stated in the prospectus. 

SECTION 32. wis. Adm. Co de sections SEC3.02(1) and 

(2) are repealed and Wis. Adm. Code section SEC 3.02(1) is 

recreated to read: 

SEC 3.02(1) With respeet to common stock of issuers 

not in the promotional or developmental stage, the offering 

price may be deemed unfair or inequitable to purchasers. 

unIess: 
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(a) the price for the stock does not exceed 25 times 

the issuer's net earnings per share for the last 12 months, 

and does not exceed 25 times its average annual net earnings 

per share for the last ~ years, prior to the proposed offering 

date, or does not exceed such other multiple of net earnings 

as thecommissioner may prescribei or 

(b) information is filed with the commissioner showing 

there exists an adequate public market for the stock, provided 

that a public market will be presumed adequate if: there 

were at least 500 holders of such stock at the beginning and' 

end of the 6-month period pre'beding the date of the filingi 

200,000 shares of the stock are publicly outstanding (exclusive 

of shares held by officers, directors, or 5% shareholders) i 

2 broker~dealers regularly make a market in the stock; one 

financial publication regularly quotes the market price if 

the stock is not listed on a national securitiesexchange; 

and trading of the issuer's stock in the 6-monthperiod 

preceding the date of the filing averaged at least 10D 

transactions or 5% of the outstanding shares (not including 

shares held by officers, directors or 5% shareholders) per 

month; or 

(c) where no adequate public market exists, informa

tion satisfactory to the commissioner is filed justifying 

the proposed offering price-earnirtgs ratio ~n relation to 

price-earnings ,ratios of compahies comparableto the issuer 

in terrns of size, history of operations, industry and 

products, and other relevant factors; such information may 
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be contained in an underwriter's memorandum on the issuer 

prepared in connection with the proposed offering. 

SECTION 33. Wis. Adm. Code section SEC 3.02(4) is 

renumbered SEC 3.02(2) ~ a~d as renumbered is amended to 

read: 

SEC '3.02(2) ~f-~he-~S8tler-ef-the~steek-~8 With respeet 

to cornrnon stock of issuers in the promotional or developmental 

stage as defined in Wis. Adm. Code section SEC 3.02(3), the 

~ftferfflat~eft-~reser~bed-~ft-stlbeeetiefts-i2t-aftd-i3t-is-ftet 

~e~tl~red7-btlt the offering price shal1 be reasonably related 

to the price pa id for the stock by promoters or controlling 

persons of the issuer in transactions effected prior to the 

public offering, except as permitted under Wis. Adm. Code 

section SEC 3.04. 

SECTION 34~ Wis. Adm. Code section SEC 3.02(3) is 

repealed and recreated to read: 

SEC3.02(3) For purposes of this chapter, an issuer in 

the "promotional or deve1opmenta1 stage" means an issuer 

that has no significant record of operations or earnings 

prior to the public offering date. 

SECTION 35. Wis. Adm. Code section SEe 3.03(1) is 

amended to read: 

SEC 3.03(1) With respeet to restrieted or qua1ified 

stock options to employes for ineentive purposes, ineluding 

emp10ye stock purehase agreements extending for aperiod of 

more than oneyear, 8ha~~-be ~he options are reasonable in 

number and method of exereise. 
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SECTION 36. Wis. Adm. Code seetion SEC 3.03(2) (Intro.) 

is amended to read: 

SEC 3.03(2) with respeet to options or warrants to 

underwriters a~e-~~eStlffie~~~easefiab±e-~f-~ftey-sae~sfy-a±±-ef 

~fte-fe±±ew~fi~-eefi~~~~efiS7-btle-tfte-eeffiffi~ss~efie~-ffiay~wa~ve-afiY 

ef-:-Stleft-eefi~~e~efiS-~f-efte-tlfi~e~w~~t~fi~-a~~afi~effiefieS-ftave 

beefi-~ev~ewe~-by-tfte-Nat~efia±-Assee~at~efi-ef-Seetl~~t~es 

Bea±e~s7-~fieõ7-~fi~-ftaVe-fiee-beefi-fetlfi~-ee-~fiVe±Ve-tlfifa~~-afi~ 

tlfi~eaSefiab±e-tlfi~e~~~~ee~sl-eeffi~efisae~efi: 

SECTION 37. Wis. Adm. Code seetion SEC 3.03(2) (a) is 

amended to read: ... , 

SEC 3. 03 (2) (a) the options or warrants a~e-~sstle~-te 

ffiafia~~fi~~tlfi~e~W~~~e~S-tlfi~e~-a-f~~ffi-tlfi~e~w~~t~fi~-a~~eeffiefie 

are not granted to the underwriters until the entire issue 

has been sold, ~~ev~~e~-eftey and are not transferable exeept 

among the partners or seeekfte±~e~s shareholders of the 

underwriterõL 

SECTION 38. Wis. Adm. Code seetion SEC 3.03(2) (b) is 

amended to read: 

SEC 3.03(2) (b) the options or warrants are i$sued to 

managing underwriters under a firm underwriting agreement, 

'~~ev~de~-they andare not transferable. exeept among the 

partners or steekhe±~e~s shareholders of the underwriter.; 

SECTION 39 . Wis. Adm. Co de seetion SEe 3.03 (2) (e) is 

amended to read: 

SEC 3.03(2) (e) the exereise priee of the options or 

warrants is at least equal to the publie offering priee pIus 
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a step-up of said public offering price of either 7% each 

year such options or warrants areoutstanding, so that the 

exercise price throughout the second year is 107%, throughout 

the third year 114%, thTo~ghout the fourth year 121%, and 

throughout the fifth year 128%~ or in the alternative, 20% 

at any time after one year from the date of issuance~ provided 

that an election as to either alternative must be made by 

the underwriters at the time that the options or warrants 

are issued • .L 

SECTION 40. Wis. Adm. Code section SEC 3.03(2) (d) is 

amended to read: .... 

SEC 3.03(2) (d) the options or warrants are issued by a 

company which is in the promotional or development stage, or 

which laeks a public market for i ts stock, or other ,fac::tors 

justify the issuance of options to obtain underwriting 

seryices~ provided that the direet commissions to the under

writers are lower than the usual and customary commissions 

in the absence of such options or warrants • .L 

SECTION 41. wis. Adm. Code section SEC 3.03(2) (e) is 

amended to read: 

SEC 3.03(2) (e) the prospectus used in connection with 

the offering fully discloses the terms and the reason for 

the issuance of such the options or warrants; and, if stleft 

the reason ,relates to futureadvisory serviees to be performed 

by the underwriter, a statement to that effeet is placed in 

the prospectus • .L and 
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SECTION 42. Wis. Adm. Code seetion SEC 3.03(3) is 

amended to read: 

SEC 3.03(3) With respeet to options or warrants issued 

to finanGing instituuions, other than underwriters, in 

eonneetion with finaneing arrangements made by the issuer 

a~e-~fes~me~-~eas6fiae~e-i~-tfteY-Sat±s~y-a~~-ef-tfte-~e~~ew±fi~ 

eefi~~e~efis: 

SECTION 43. Wis. Adm. Code seetion SEC 3.03(3) (a) is 

amended to read: 

SEC 3.03(3) (a) the options or warrants are issued in 

eonneetion with the issuance.of the evidenee of indebtedness 

of the loan7L 

SECTION 44. Wis. Adm.Code seetion SEC 3.03(3) (b) is 

amended to read: 

SEC 3.03(3) (b) the options or warrants expire not 

later than 2 years after the final ~aturity date of the loan7L 

SECTION 45. Wis. Adm. Code seetion SEC 3.03(3) (e) .is 

amended to read: 

SEC 3.03(3) (e) the options or warrants are issued as 

aresult of bona fide negotiations between the issuer and 

parties not affiliated with the issuer7L 

SECTION 46~ Wis. Adm. Co de seetion SEC 3.03(3) (d) is 

amended to rea~: 

SEC 3.03(3) (d) the exereise price af such options or 

warrants is not less than the fair market value of the stock 

subjeet thereto on the date the loan is approved7L and 
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SECTION 47. Wis. Adm. Code section SEC 3.03(4) is 

amended to read: 

SEC 3.03(4) The total amount of options or warrants 

issued or reserved fOT issuance at the date of the public 

those issued to financial institutions ~nd ep~~e~s those 

issued in connection with acquisitions, does not exceed 

either 10% of the shares to be outstanding up on completion 

of the offering or 10% of tbe shares outstanding during the 

period the registration· statement is effective. The number 
.. 

of options and warrants reserved for issuance may be dis-

regarded if the issuer files an undertaking or states in the 

prospectus that the amount of outstanding options and warrants 

shall not exceed the above amount during the period the 

registration statement is effective. 

SECTION 48. Wis. Adm. Code section SEC 3.04(1) is 

amended to read: 

SEe 3.04 Promotional or cheap stock. (1) An-effe:t'~n~ 

The offer or sa~e of equity securities or securities convertible 

into equity securities may be deemed unfair and inequitable 

to purchasers and to involve unreasonableamounts'of promotersl 

profits,or participations, if unreasonable amounts of pro-

motional or ,cheap stock have been issued cir sald prior to 

the offering. 
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SECTION 49. Wis. Adm. Code seetion SEC 3.04(3) (e) is 

amended to read: 

SEC 3.04(3) (e) The proposed offering price of the 

equity securities does ~ot exeeed the multiple of earnings 

preseribed in Wis. Adm. Code seetion SEC 3.02(1)1& for eaeh 

of the last ~ years prior to the public offering date, after 

taking into aeeount the promotional or eheap stock issued. 

SECTION 50. Wis. Adm. Code seetion SEC 3.04(4) is 

amended to read: 

SEC 3.04(4) Whether or not the amount of promotional 

or eheap stock is presumed reasonable within the meaning of 

subseetion (3) , the eommissioner may require as a eondition 

of registration e~-9aeR-geea~~e~e9 that all or any part of 

the promotional or eheap stock e~-eRe-~99ae~ be deposited in 

eserow pursuant to geee~efi-§§±~~fff~T-W~9~-Sea~9~7-~~~-9aeR 

~e~~ea-afia-afiae~-9aeR-eefia~e~efi9-a9-Re-ffiay-~~ege~~beT-afia 

ffiay-eRefi-ae~e~ffi~fie-eRa~-~Re-e~~e~~fi~-aee9-fie~-~five±ve 

afi~ea:gefiab±e-~~effie~e~9!.-~~e~~~9-e~-~a~~:i:e~~a~~efi9T-~~-eRe 

a~~~e~a~e-affieafi~-e~-~~effie~~efia±-e~-eRea~-9~ee~7-eRe±aä~fi~ 

afiy-affieafi~-a9-~e-wR~eR~~Re-eefi9~ae~a~~efi-~a~ä-wa9-~ea9efiab±e 

~e±a~ea-~e-~Re-~ab±~e-e~~e~~fi~-~~~eeT-äee9-fie~-eReeeä-.59%-:e~ 

~Re-.affieafi~-e~-9~ee~-4=e-be-ea~9~afie~fi~-efi-eeffi~±e~~efi-e~-~Re . 

e~~e~~fi~-e~-ea~9~afia~fi~-aa~~fi~-eRe-~e~~eä-~Re-~e~~9~~a~~efi 

9~a~effiefi~-3:9-e~~ee~.3:ve;-sueh eonditions as the eommissioner 

may preseribe, ineluding: 
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La) Stock subjeet to the eserow agreement may not be 

released unti! such time as the company has demonstrated by 

finaneial statements examined and reported upon by an 

independent eertified pUb~ie aeeountant, that earnings per 

share,before extraordinary iterns, were 5% per year of the 

public offering price per share for any 3 years ending after 

the public offering, 2 of whieh must be eonseeutive; if 

within 5 years after the date of the eserow agreement, the 

eserowed shares have not been released from the eserow 

requirements, the owners of the eserowed shares shall 

eolleetively eleet to: .. , 

1. return to the issuer and eaneel a sufficient n~mber 

of eserowed shares to eause the is~uer's aggregate pro forma 

earningsper share for the 5 years to have been 12% of the 

public offering price per shara, in whieh ease the eserow 

agreement shall be terminated and the remaining shares 

released from eserOWi or 

2. submit to the eommissioner a proposal for extension 

or modifieation of the eserow agreement, provided that 

notice of the proposal is given to all of the shareholders , . 

in such form as the eommissioner requires and a hearing 

therean may be ealleel by the eommissioner; :the burden of 

justifying an extension or modifieation of the eserow 

agreement shall be on the owners of the eserowed sharesi 

after notice and opportunity for hearing, the eommissioner 

mayorder extension or modifieation of the eserow agreement 

upon such terms as are deemed fair and equitablei if the 
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escrow agreement is not so extended or modified, the owners 

of the escrowed shares shall return shares to the issuer for 

cancellation as specified in subparagraph 1. of this sectioni 

(b) the foregoinif nQtwithstanding, shares in escrow may 

be: 1. released if the public offering is terminated and 

no securities were sold, or if the holders of 2/3 of the 

,unescrowed shares join in petitioning for release of the 

shares from escrOWi 

2. transferred by will or pursuant to the laws of 

descent and distribution, without the consent of the cornrnissioner, 

but shall remain in escrOWi and 

3. transferred if the commissioner grants arequest 

to permit the release, which request is in writing, states 

the reasonand proposed consideration for the ttansfer, and 

that the transferee shallagree to redeposit the shares in 

escrow under the same termsi 

(c) the shares held under an escrow agreement pursuant 

toa public offering shall not haveany right, title, 

interest, or participation in the assets of the issuer in 

the event of dissolution, liquidation, merger, consolidation, 

reorganization, sale of assets, exchange s or any transaction 

or proceeding which contemplates or results in the distribution 

of the assets of the issuer, until,the holders of a~l unescrowed 

shares sold in the offering have been paid,- or had irrevocably 

set aside for them an arnount equal to the purchase priceper 
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share in the public, offering, adjusted for stock splits and 

stock dividends;' subsequently, the escrowed shares shall be 

entitled to receive an amount equal to the tangible con

sideration furnished for the shares, and thereafter, all 

sharehold~rs shall participate ratablYi 

(d) shares held under an escrow agreement shall 

continue to have all voting rights to which those shares are 

entitled, provided any dividends paid on such shares shall 

be pa id to the escrow agent and held pursuant to the terms 

of the agreernenti may be used to satisfy the requirements of 

subsection (c); and in the ev~rtt any shares held under an 

escrow agreernent are returned to the issuer for cancellation, 

all dividends pa id on such shares and held in escrow shall 

also be returned to the issuer; 

(e) the escrow agreement shall include provisions to 

perrnit the commissioner, upon a finding ofa violation of 

this chapter, and where necessary for the protection of 

security hqlders and in the public interest, after prior 

notice,and opportunity for hearing, to order the return of 

escrowed shares to the issuer for cancellation in whole or 

in part; and 

(f) the terrns and conditions of the escrow agreement 

may beterminated, revoked, modified, or released only upon 

the written consent of the commissioner. 

SECTION 51. Wis. Adrn.' Code section SEC 3.05(1) is 

amended to read: 
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SEC 3.05 Promotersl investment. (1) The offer±ng 

or sale of .securities of an issuer in the promotional or 

developmental stage may be deemed unfair and inequitable to 
~ 

purchasers unIess the fai~ value of the equity investment of 

the officers, directors, and promoters of such issuer, 

determined as of the offering date, equals at least 10% of 

the total equity investment resulting from the sale of all 

the securities which are the subject of the proposed offering. 

SECTION 52. Wis. Adm. Co de section SEC 3.05(2) (a) is 

amended to read: 

SEC 3.05(2)(a) The "fait-'value of the equity investment ll 

• ~ of the officers, directors and promoters~ means the total of 

all amounts paid to the issuer in cash ~ö~e~her-w±~h and the 

reasonable value of all tangible assets paid to the issuer, 

as determined by independent appraisal or otherwise, and as 

adjusted by afty-ea~fted-SH~piHS the retained earnings of the 

issuer subsequent to the dates of such payments. 

SECTION 53. Wis. Adm. Code section SEC 3.05 (2) (b) is 

amended to read: 

SEC 3.05 (2) (b) liTotal equity investment" means the 

total of the par or stated value of all securities of the 

issuer outstanding or offered or proposed to be offered, and 

the amounts of stlf~itls-e~-afty-~±ftd7-~e~afdiess-e~-dese~±~~±eft 

aftd-wfietfie~-e~-ftet-fest~±eted any addi tiona-l capital (paid-

in and other), and as adjusted by retained earnings. 

SECTION 54. Wis. Adm. Code section SEC 3.05(3) is 

repealed. 
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SECTION 55. Wis. Adm. Code section SEC 3.06 (Title) 

and SEC 3.06(1) are repealed and recreated to read: 

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

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

unfair and inequitable to purchas~rs unIess the net earnings 

of the issuer, for its last fiscal year priorto the offering 

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

offering, are sufficient to cover the dividends on the 

preferred stock propo~ed to be offered. Net ea~nings shall 

be determined exclusive of non-recurring iterns and shall be 

adjusted for any preferred stbck to be redeemed with the 

proceeds of the offering, less applicable income tax effects. 

The cornrnissioner may waive the foregoing requirement upon 

evidence of a sufficient future net earnings capability. 

SECTION 56. Wis. Adm. Code section SEC 3.06(2) is 

repealed and recreated to read: 

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

issuer may be deemed unfair and inequitable to purchasers 

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

year prior to the offering and for the average of its last 

3 fiscal years prior to the offering, are sufficient to 

cover the interest requirements on the securities proposed 

to be offered. Net earnings shall be determined before income 

t~xes, depreciation and extraordinary iterni, an~ shall be 

adjusted for any debt securities to be redeemed with the 

proceeds of the offering. The cornrnissioner may waive the 

foregoing requirement upon evidence of a sufficient future 

net earnings capability. 
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SECTION 57. Wis. Adm. Code section SEC 3.06(3) is 

amended to read: 

SEC 3~06(3) If the iisuer has made ~r proposes to make 

any material acquisitlo~S subseguent to the last year specified 

insubsections (1) or (2) ef-th±s-~tlxe, the earnings e~-eash 

~xew for such year shall be restated on a pro forma basis to 

±fieXtle~ refleet such acquisitions. 

SECTION 58. Wis. Adm. Code section SEC 3.06(4) is 

amended to read: 

SEC 3.06(4) The offer±ng or sale of preferred stock or 

debentures by an issuer in ~he promotional or developmental 

stage is deemed unfair and inequitable to purchasers unless 

justified by the issuer or registrant under subsection (1) 

or (2). 

SECTION 59. Wis. Adm. Code section SEC 3.06(5) is 

amended to read: 

SEC 3.06(5) This rule does not apply to the offer±nq 

or sale of (a) debt securities by a nonprofit issuer under 

section 551.23(15), Wis. StatS.i (b) ±fidtlst~±ax-eeVexePffient 

~evefitle-befiaS7-{er securities issued pursuant to a voluntary 

or involuntary corporate reorganizationi or {ef E securities 

of an issuer whose 'financial structure or the issuance of 

whose securities is regulated by ~ federal or state govern

mental authority. 

SECTION 60. Wis. Adm. Code section SEC ~.06(6) is 

created to read: 
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SEC 3.06(6) The offer or sale of debt securities may 

be deemed unfair and inequitable to purchasers if the issuer' 

offers to repurchase such securities at the request of the 

holder prior to maturitY !except pursuant to sinking fund 

provisions or optional redemption provisions on specified 

dates) unIess made in compIianee with ,the following provisions: 

(a) Threshold Test. Subject to subsection (b), an 

issuer may repurchase its debt securities at the request of 

the holders'if its aggregate net earnings for the 3 preceding 

years and in the year immediatelypreceding the year of 

repurchase equalled or exceed~d its aggregate fixed charges, 

as evidenced by a written statement of an independent 

certified public accountant, in connection with the annual 

examination of the issuer's financial statements, filed with 

the commissioner, as to whether or not the accountant has 

obtained knowledge of any failure of the issuer to meet this 

test. IINet earnings ll means income before income taxes, extra

ordinary iterns, and interest expense. IIFixed charges ll means 

interest on all debt, and dividends on other fixed obligation 

securities such as preferred stock. 

(b) Conditions of Repurchase. 

1. Order ofrepurchase. Subject to the limitation in 

subsedtion 2~, securities shall be repurchased on a first

come, first-served basis, except that no repurchases may be 

made from any person controlling, controlled by, or under 
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common control with the issuer until all other pending 

requests fo~ repurchase havebeen satisfied~ 

2. Lirnit on repurchases by one person. .The issuer may 
~. 

not, in ariy 6-rnonth period, repurchase from any person, 

including all joint, common and beneficial owners with such 

person, more than 1% of the publicly-held debt securities 

outstanding at the time repurchase is made until all other 

pending requests for repurchase of 1% nr less have been 

satisfied. This limitation shall not apply to the repurchase 

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

of such date held more than 1% of the outstanding debt 

securities. 

3. Lirnit on total repurchases. 

a. Repurchases shall not reduce the issuer's current 

assets, exclusive of excess inventory, to an arnount less 

than its current liabilities, nor reduce its total assets to 

an arnount less than its total liabilities, excluding share-

holder' s equi ty. "Excess inventory" means inventory in 

excess of a4-rnonth supply based on sales of the preceding 

year. 

b. If the issu~r is engaged in a businessfor which 

generally accepted accounting practices do not provide or 

perrnit the use of a classified balanee sheet, current assets 

shall me an total assets less (i) property and equipment, net 

of depreciationi (ii)' unamortized debt expense; and (iii) 

other assets not acguired in the normal course of business 
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and expected to be liquidated after 1 year from the balance 

sheet date; and current liabilities shall mean total liabilities 

lesE (i) non-current maturities of long-term debt., and (ii) 

shareholder's equity. ~ 

4. Reports. Within 30 daysafterthe end of each 

month during which repurchases are made, the issuer shall 

file with the commissioner a balance sheet (which may be 

unaudited) as of the beginning of such month during which 

repurchases were made,and a statement as to (i) the total 

amountof repurchases made during the month; (ii) the total 

amount of repurchase requests~which were not met; and (iii) 

the name, address and amount of repurchase from every person 

·controlling, .in control of, or under common control with, 

the issuer. If the issuer prepares monthly financial 

statements, such reports may be made quarterly covering the 

preceding 3 months and shall be filed within 30 days after 

the end of the quarter. 

(c) Cover Page of Prospectus. -The cover page of the 

prospectus relating to the securities shall include the 

following statement in bold face type: "THESE SECURITIES 

MAY BE REDEEMED PRIOR TO MATURITY AT THE REQUEST OF THE 

HOLDER ONLY UNDER.CERTAIN RESTRICTED CONDITIONS, SEE PAGE 

" On the page referred to, the limitations set forth 

above, the amount of the debt securities redeemed in each of 

the preceding 3 years, the ratio of net earnings to fix~d 

charges in each of the preceding 3 years, and the average 

ratio for those 3 years, shall be described in full. 
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(d) Subscription Agreement. Any subscription agree

ment relating.to the debt securities shall include the 

following statement in bold face type: "THESE SECURITIES 

MAY BE REDEEMED PRIOR~TQ MATURITY AT THE REQUEST OF THE 

HOLDER ONLY UNDER CERTAIN RESTRICTED CONDITIONS, SEE PAGE 

" A copy of the subscription agreement must be 

providedto each purchaser. 

SECTION 61. Wis~ Adm. Code section SEC 3.07 (Intro.) 

is amended to read: 

SEC 3.07 Bfte~tla~ ~oting rights. ~he-effe~~ft~-e~-sa~e 

ef-Seetl~~~~eS-ef-aftY-~SStle~~ffiaY-Be-cleeffiecl~tlftfa~~-afte-~fte~tl~~aB~e 

~e-ptl~ehaSe~s-~f-~he-e~ass-ef-Seetl~~t~es-Be~ft~-effe~ecl-encl 

se~cl-te-stleh-ptl~ehase~s-has-tlne~tla!-~et~n~-~~~h~s~as-he~e~n 

clef~necl~ 

SECTION 62. Wis. Adm. Code section SEC 3.07(2) is 

amended to read: 

SEC 3.07(2) If the issuer is a partnership, the offer±n~ 

or sale of its limited partnership interests may be deemed 

unfair and inequitable to purchasers unIess the partnership 

agreement provides that (a) the limited partners, by a vote 

of a majority of the outstanding amount of limited partnership 

interests, shall have the right to remove the general partner, 

to amend the partnership agreement, to compeI or refuse to 

approve the sale of allor substantially all the partnership's 

assets, to dissolve the partnership, and to continue its 

business with a substituted general partner; (b)the general 

partner shall cause a vote to be taken on any of the matters 
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referred to herein upon the written request of 10% of the 

ou~standing amount of limited partnership interests; (e) 

eaeh limited partner shall have the right to a eomplete list 
( 

of names, addresses, an~ interests of all limited partn~rs, 

upon written request to the general partner, for any proper 

. purpose; and (d) the partnership agreement shall not be 

amendeci in any material respeet affeeting the rights or 

interests of the limited partner s exeept by the affirmative 

vote of not less than a majority of the outstanding amount 

of limited partnership interests; and (e) all eontraets 

whereby serviees or goods a~6 to be furnished .to the partner-

ship by the general partners or any entity direetly or 

indireetly eontrolled by the general partner shall provide 

that the eontraet may be modified only by a vote of a majority 

of the outstanding limited partnership interests, and shall 

allow termination of such eontraet without penalty upon 60 

days notice by a vote of the majority of the outstanding 

limited partnership interests; or unIess the partnership 

agreement ineludes appropriate alternative provisions or the 

lack oflimi ted partners' rights is otherwise justifiE~d. 

SECTION 63. Wis. Adm. Code seetion SEC 3.08 is repealed 

and reereated to read: 

SEC 3.08. Capitalization. The offer or sale of debt 

securities shall be in an amount whieh, upon eompletion of 

the offering, is reasonable in proportion to the amount of 

equity of the issuer, with reasonableness to be determined 

in relation to the prevailing debt-equity ratios for eomparable 

eompanies in the issuer's industry. 
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SECTION 64. Wis. Adm. Code section SEC 3.09 is renumbered 

SEC 3.25(2). 

SECTION 65. Wis. Adm. Code sections SEC 3.10, 3.11 and 3.12 are 

renumbered SEC 3.13(21, ,3.09 and 3.13 (Title) and (1)" respectively. 

SECTION 66. wis. Adm. Code section SEC 3.09 (Intro.), 

as renumbered, is amended to read: 

SEC 3.09 Open-end investment companies. The offer or 

sale of redeemable sectirities of·an open-~nd management 

investment company or-tln±~-±n~es~men~-~rtls~, as defined in 

the investment company act of 1940, may be deemed unfair and 

inequitable to the purehaseAs, thereof unIess its prospectus, 

advi~ory contr~ct, or organizational instruments include 

provisions satisfying the following requirements: 

SECTION 67. Wis. Adm. Code section SEC 3.09(3) 

as renumbered, is amended to read: 

SEC 3.09(3) The aggregate annual expenses of every 

character paid or incurred·by an investment company, including 

management and advisory fees but excluding interest, taxes, 

and brokerage cornrnissions7 andextraordinary expenses, 

whether such expenses are payable by the company or its 

shareholders, calculated at le~st quarterly on a basis 

consistently applied, shall not exceed ±~%-e€-t~e-€±~s~ 

$3e7eee7gee~ef-±~s-Re~-asse~s 2% of the first $10 million of 

its average net assets, l~% of the next $20 million of the 

average net assets, and 1% of any additional net assets. 

The investment adviser or manager shall reimburse the 

investment company not less than annually for the arnount by 
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which such aggregate annual expenses exceed the amounts 

herein providedi up to an arnount not exceeding its manage

ment and advisory fees for the period for which reimburse

ment is made, prior to ~ublication of the company'sannual 

report, and shall promptly notify the commissioner if the 

aggregate expense limitation is exceeded by ~eason of any 

extraor9inary expenses. The comrnissioner may require the 

investment adviser or manager to maintain financial resourees 

reasonably sufficient to enable it to m~et its reimbursement 

obligation hereunder. 

SECTION 68. Wis. Adm. ~bde s~ction SEC 3.10 is created 

to read: 

SEC 3.10 Closed-end investment companies. The offer 

or sale of' securities of a closed-end management investment 

company, as defined in the investment company act of 1940, 

,may be deemed unfair and inequitable to the purchasers 

thereof unless its prospectus, advisory contract, or organi

zational instruments include provisions satisfying the 

following requirements: 

(l) The company shall not at the time of purchase, as 

to its total assets: 

{al invest more than 30% in restricted debt securities, 

unless permitted by the comrnissioner upon proper justificationi 

(b) invest more than 15% in non-liquia investments, 

including, but not limited to, comrnodities, real estate, 

general and: limited partnership interests, oil and gas 
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interests, options and warrants, puts, calls, straddles, 

spreads, and restricted securities, except as provided in 

(a) i or 

(e) invest more than 10% in the securities of real 

estate investment trusts or other investment companies, 

unless permitted by the commissioner upon a showing that 

such investments involve no duplication of management or 

advisory services. 

(2) The company shall not invest in securities carrying 

more than 10% of the voting rights of any issuer; 

(3) The company shall nöt invest in more than 10% of 

the equity securities of any one issuer; 

(4) The company shall not at any time, as to 75% of 

its total assets, invest,more than 5% in the securities of 

any one iss.uer, exclusive of government securities. 

(5) The company shall not effeet any brok~rage trans

actions in its portfolio securities with any broker~dealer 

affiliated directly or indirectly with its investment 

advis~ror managet, unIess such .transactions (including the 

frequency thereof, the receipt of commissions payable in 

connection therewith, and the selection of the affiliated 

broker-dealer effecting such 'transactions) are not unfair 

and inequitable to shareholders. 

(6) The foregoing notwithstanding~ no-closed-end 

investment company which engages in any of the following or 
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estate syndication may bedeemed unfair and inequitable to 

purchasers unless such offering comp1ies with the provisions 

of the Midwest Securities Cornrnissioners Association Statement 

of Policy regarding r~a~ estate programs, adopted February 28, 

1973, as amended February 26, 19.74 and Ju1y 22, 1975. 

SECTION 70. Wis. Adm.· Code section 3.12 is created to 

read: 

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

interests in a limited partnership ~hich will engage in 

. oi1 or gas programs' may be deemed unfair and inequitab1e to 

purchasers uhless such offering complies with the provisions 

of the North American Securities Administrators Association 

Guide1ines for the Registration of oi1 and Gas Programs, 

adopted September 22, 1976. 

SECTION 71. wis. Adm. Code section SEC 3.13 (Title) and 

(1), as renumbered, is amended to read: 

SEC 3.13 Other causes for denial, suspension or 

revocation. (1) The enumeration of causes stated in Wis. 

Adm. Code sections SEC 3.01 through SEC 3·.:I::!: 3.12 is not 

exclusive, and the cornrnissioner may issue a stop order 

denying effectiveness to, or suspending or revoking the 

. effectiveness of, any registration statement for any cause 

stated in section 551.28(1), Wis. Stats., whether similar to 

or different from the causes enumerated in these sections, 

when necessary or appropriate in the public interest or for 

the prot~ction ofpurchasers. 
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SECTION 72. Wis. Adm. Code section SEC 3.13(2), as 

renumbered, is arnended to read: 

SEC.3.13 Fe~e~a±-seetl~ie~es-±aws7 ~ The cornmissioner 

may issue a stop order~depying effectiveness to, or suspending 

or revoking the effectiveness of, any registration statement 

fi1ed pursuant to section 551.26, Wis. Stats., whefi-he-f~ft~s 

~hae if the sale of securities pursuant to such registration 

statement is or wou1d be in vio1ation of the securities act 

of 1933 or the investment company act of 1940. 

SECTION 73. Wis. Adm. Code section SEC 3.21 is amended 

to read: '\. , 

SEC 3.21 Registration by coordination. t±t A regis

tration stat~ment under section 551.25, Wis. Stats., sha11 

contain the following information and be accompanied by the 

following documents, in addition to the information specified 

in sections 551.25(2) and 551.27(2), Wis. Stats., and the 

consent to service of process reguired by section 551.65(1), 

Wis~ Stats.: 

tat--~h~ee-eepies-ef-ehe-±aeese-fe~m-e~-prespeeetls 

fi±e~~tlftde~-ehe-seetl~~e~es-aee-ef-±933T 

thtJ!l a-eepy copies of the artic1es of incorporation 

and by-1aws or their' substantia1 eguiva1ents current1y in 

'effect, a-sepy-ef any agreements with or among underwriters, 

a-sepy-ef any indenture or other instrument governing the 

issuance of the.security to be registered, and a specimen 

eepy of the security; and 
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~et~ any other information or eopies of any doeuments 

required to be fi1ed under form U-1~-aHcl. 

~clt--AH~~Hde~~a~~Hg-~e-fe~wa~cl-all-f~~~~e-affieHclffieH~~-~e 

~fie-fecle~al-~~e9~ee~~9i-eehe~-~hafi-afi-affieficlffieH~-wfi~eh-ffie~ely 

clelaY9-~he-effee~~ve-ea~e-ef-ehe-~eg~ge~ae~efi-seaeeffiefi~7-fie~. 

laee~-~hafi-efie-f~~se-e~9~Hess-eay-afee~-ehey-a~e-fe~wa~eee 

~e-e~-f~lee-w~~h-ehe-gee~r~~~es-afia-eRehafige-eeffiffi~ss~eH~e~ 

stleh-leHge~-~e~~ee-a9-~he-eeffiffi~ss~efie~-~e~ffi~~s~ 

~~t--Reg~ge~a~ieH~ef-geetl~~e~es-ey-eee~d~~a~~eH-9hall 

ee-by-e~de~-ef-~he-eeffiffi~ss~efie~7-btl~-~he-fa±ltl~e-~e-~sstle-afi 

e~de~-shall-fie~-delay-~he-eff~e~~vefiess-ef-a-~eg~s~~a~~efi 

s~a~emefi~-ffiee~~ng-~he-reqtl~~effiefi~s-ef-see~~en-55l~~5f3t7 

W±s~-S~a~s~ 

SECTION 74. Wis. Adm. Code seetion SEC 3.22(1) (e) as 

renumbered is amended to read: 

SEC 3.22(1) (e) with respeet to persons covered by sub

seetion (1) (b)~L' the remuneration paid direet1y ör indireet1y 

during the past 12 months, and estimated to be paid during 

the next 12 months if materia11y different, by the issuer 

(together with all predeeessors, pa~ents, subsidiaries and 

affi1iates) to all those persons in the aggregate; and the 

name of eaeh suchperson reeeiving remuneration in exeess of 

$40,.000, and the amount thereof for eaeh; 

SECTION 75. Wis. Adm. Code seetion SEe 3.22(1) (g) is 

amended to read: 

SEC 3.22(1) (g) The eapita1ization afid-leng-~e~ffi-deb~ 

(on both a eurrent and a pro forma basis) of the issuer and 
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anY-8±9n±f±ean~-stles±d±a~y the debt of any subsidiary (if 

such debt is held by other than the issuer), including a 

description of each security outstanding or being registered 
<-

or otherwise offered ,. and 'a statement of the amount and kind 

of consideration (whether in the form of cash, physical 

assets, services, patents, goodwill, or anything else) for 

which the issuer or any subsidiary has issued any of its 
.' ' 

securities within the past 2 years oris obligated to issue 

any of its securities; 

SECTION' 76. Wis. Adm. Co de section SEC 3.22(1) (p) is 

''" , repealed and recreated to read: 

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

end of itsmost recent ~iscal year, and a comparative state-

ment of income and changes in financial position and analysis 

of surpIus for each of the 3 most recent fiscal years 

(or for ihe period of the issuer's and any predecessor's 

existence if less than 3 years), all meeting the require-

ments of Wis. Adm. Code sectlon SEC 7.06; provided that if 

the date of any of the above financial statements is more 

than 120 days (180 days with respeet to a corporation 

organized and operated not for private profit but exclusively 

for religious, educational, benevolent or charitable purposes) 

prior to the da·te of effectiveness of the registration 

state~ent, such statements shall be updated (which may be 

done without audit) to withinthe 120 or 180 day requirement 
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above; ~nd provided that if any part of the proeeeds of the 

offering is to be applied to the purchase of any business,' 

the same finaneial statements shall be filed whieh would be 

required if that busihe~s were the registrant; and 

SECTION 77. Wis. Adm. Code seetion SEC 3.22(3) is 

amended to read: 

SEC 3.22(3) Any information specified in subseetion 

(lY may be ineluded in a ,prospeetus meeting the requirements 

of wis. Adm. Code section SEC ~7e6 3.23 if a cross-reference 

table is filed showing where the information appears in such 

prospectus. .. , 

SECTION 78. Wis. Adm. Code section SEC 3.23(1) is 

repealed and reereated to read: 

SEC 3.23 Prospeetus requirements. (1) As a condition 

of registration, a prospectus, offering eireular, or 

similar doeument meeting the requirements of subsections 

(2) ,(3) and (4) shall b~ sent or given to each person to 

whom an offer is made by or for th~ aceount of the issuer or 

any other person on whose behalf the offering is made, or by 

any underwriter or broker-dealer who is offering part of an 

unsold allotment or subscription as a participant in the 

distribution. The'document shall be sent or given either 

before or eoncurrently with the earlier of any of the 

following: (a) any written offer made trrsueh person, 

otherwise than by means of public advertis~ment; (b) con

firmation of any sale to such person; (e) payment pursuant 

to any sale to such person; or (d) delivery of the security 

pursuant to any sale to such person. 
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SECTION 79. Wis. Adma Code section SEC 3.23(2) is 

repealed and Wis. Adm. Code sections SEC 3.23(3) and (4) a~e 

renumbered SEC 3.23(2) and (3), respectively. 

SECTION 80. wis~ ~dm. Code sections SEC 3.23(2) (e) to 

(h) are renumbered SEC 3.22(2)(f) to (i), respectivelY. 

SECTION 81. Wis. Adm. Code section SEC 3.23(2) (e) is 

created to read: 

SEC 3.23(2) (e) A statement describing the anticipated 

secondary market for the securities being oftered, including 

the identity of anticipated market makersi 

SECTION 82. Wis. Adm.~Gode section SEC 3.23(4) is 

created to read: 

SEC 3.23(4) Unless otherwise permitted by the commis

sioner, the body of the prospectus and all notes to finaneial 

statements and other tabular data ineluded therein shall be 

in roman or gothie type at least as large and as legible as 

lD-point modern type, exeept that finaneial statements and 

other tabular data, ineluding tabular data in notes, may be 

in roman or gothie type at least as large and as legible as 

8-point modern type. All such type shall be leaded at least 

2 points. 

SECTION 83r Wis. Adm. Co de seetion SEC 3.24(1) is, 

amended .to read: 

SEC 3.24 Trust indenture requirements. ~lt--Ev~eefiees 

ef-eeB~-~e~~s~e~ea-~fiae~-see~~efis-55lõ~57-W~sõ-Seaesõ7 Trust 

indentures required under ehapter 551, Wis. Stats.,and these 

rules shall Be-~ss~ee-~fiee~-a-e~~se-~fieenetl~e.meetifi~ the 
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requirements of the trustindenture act of 1939,-ef-if 

exeffi~~-efiefelifi8ef7-ffieeeifi~-efie-fe~liifemefi~s-ef-slibsee~iefi 

~at-ef-~fiis-fli~eT, whether or not exempt under that act, 

unless the commission~r otherwise permits or requires. 

SECTION 84. Wis. Adm. Code sections SEC 3.24(2) and 

(3) are repealed. 

SECTION 85. Wis. Adm. Code section SEC 3.26(2) is 

amended tö read: 

SEC 3.26(2) A registration statement relating to 

redeemable securities of an investment company registered 

under the investment company,act of 1940 or to securities 

issued by a finance company licensed under sections-~38.8~ 

ef 138.09, Wis. Stats., may beamended after its effective 

date so as to increase the specified amount of securities 

proposed to.be offered in this state. 

SECTION 86. wis. Adm. Code section SEC 3.27(1) is 

amended to read: 

S.EC 3.27 Extension of registration statements. (1) 

Application for an extension of the offering period of a 

registration statement, except one relating to redeemable 

securities of an investment company registered under the 

investment company'a8t of 1940 for which the maximum filing 

fee prescribed by statute has not been paid, or securities 

of a finance company licensed under sectibns-~38.e~-ef 

138.09,Wis. Stats., shall be ~iled in the form prescribed by 

the commissiöner not less than 30 days prior to the end of 

one year from (a) the effedtive date of the registration 
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statement, (b) an order of amendment inereasing the amount 

of securities offered in this state, or (e) an order of 

extension, whiehever is most reeent. Such applieation shall 
<-

be aeeompanied by BRe-±aBesB-~Fes~eeBHs-Hsea-~R-8eRRe8B~eR 

W~BR~BRe-e€€eF~R~-e€~BRe-Fe!~SBeFea-se8HF~B~es-aRa aprospeetus 

up~ated in aeeordanee with Wis. Adm. Code sectian SEC 3.23(5) , 

a balanee sheet-of the issuer aS-9€-a-aaBe-wiBRiR-±~Q-aays 

e€-SH8R-~Fe~eseE1-e*BeRs;i,eR-E1aBe as of the end of its most 

reeent fiseal year, and aR-~Reeme-sBaBeme~B-aRE1-aRa±ys;i,s-e€ 

~a±aRee-SReeB a eomparative statement of incarne and chariges 

in finaneial positian and analysis of surpIus for eaehof 

the 3 most reeent fiseal years (or for the period of the 

issuer's andany predecessor's existenee if less than 3 

years) , ,all meeting the requirements of Wis. Adm. Code 

sectian SEC 6õGf 7.06; provided that if the date of any of 

the above finaneial statements is mare than 120 days (180 

days with respeet to a eorporation organized and operated 

not for private profit but exelusively for religious, 

edueational, benevolent or eharitable purposes) prior to the 

date of such extension of the registration statement, such 

statements shall be updated (~hieh may be done without 

audit) to within the 120 or 180 day requirement aboveo Any 

extension of the offering period of a registration statement 
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shall be by order of the commissioner, subject to such 

conditions as he may be prescribeQ~6r-~he-~r6~ee~~6fi-6~ 

ht'ifes~erS . 

SECTION 87. Wis~ ~dm. Code section SEC 3.27(2) is 

amended to read: 

SEC 3.27(2) A registration statement relating to 

redeemable securities of an investment company .registered 

under the investment company act of 1940; for which th~ 

maximum filing fee prescribed by statute has not,been paid, 

or securities of a finance company licensed uilder section~ 

:l:38.9!f-6~ 138.09, Wis. Stat's.', is deemed to includean 

application for the continuous offering of such securities. 

The offering period of such registrationstatement is auto

matically extended until it is permitted to be withdrawn or 

the 'commissioner issues a stop order suspending or revoking 

its effectiveness pursuant to section 551.28, Wis. Stats., 

provided that the issuer files with the commissioner not 

less than annually during the offering period, within 120 

days of the end of its fiscal y~ar, ~~e~~a~es~-prespee~Hs 

Hsed-iR-eeRRee~ieR-wi~~-~~e-e~€eriR~-e€~~~e-re~is~ered 

seeHri~ies a prospectus updated in accordance with Wis. Adm. 

Code section SEC 3:23(5), ~Rd a balance sheet of the issuer 

as of the end of such fiscal year and aR-iReeffie-s~aeeffiefit a 

statement of income and change in financial position and 

analysis of surpIus of the issuer for such fiscal year 

meeting the requirements of Wis. Adm. Code section SEC 6 ... 9=t 

7.06. 
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SECTION 88. Wis. Adm. Code section SEC 3.28(1) is 

amended to read: 

SEC 3.28 Periodic Reports. (1) Each issuer or registrant 

of securities registered under sections 551.25 or 551.26, 

Wis. Stats., except an iS$uer or registrant specified in 

subsection (2) ef-tfi:i:s-~ti:l:e, shall file with the commissioner 

after each 90-day period in which securities have been sold 

during the effectiveness of the registration statement a 

report on a form prescribed by the commissioner specifying 

the number of shares or units of securities sold in this 

state pursuant to such registration statement and the 

aggregate selling price thereof, unIess such issuer or 

registrant has paid the maximum filing fee for such regis-

tration statement and the securities are registered under 

the securities act of 1933. 

SECTION 89. Wis. Adm. Code section SEC 3.28(2) is 

amended to read: 

SEC 3.28(2) Each investment company registered under 

the investment company act of 1940 issuing redeemable 

securities whichhas not paid the maximum filingfee pre-
1 

scribed by statute, and each finance company licensed under 

sections-:l:38õe~-e~ 138.09, Wis. Stats., issuing securities 

registered in this state shall file with the commissioner 

within 45 days following the end of each calendar quarter, a 

report ona form prescribed by the commissioner specifying 

the number of shares or units of securities sold in this 
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state pr the aggregate selling priee thereof duiing sueh 

guarter. 

SECTION 90. Wis. Adm. Code Chapter SEC 4 Lieensing of 

Broker-Dealers, Agent~ qnd Investment Advisers is repealed. 

SECTION 91. Wis. Adm. Code Chapter SEC4 (Intro.) is 

ereated to read: 

Chapter SEC 4 

LICENSING OF BROKER-DEALERS·· AND AGENTS 

SECTION 92. Wis. Adm. Code seetion SEC 4.01(1) is 

ereated to read: 

SEC 4.01 Lieensing prbeedure. (1) Applieations for 

initialand renewal lieenses of broker-dealers and agent s 

shall be filed on forms.preseribed by the eommissioner and 

shall inelude all information reguired by sueh forms and 

any other. information the eommissioner may reguire. 

SECTION 93. Wis. Adm. Code seetion SEC 4.01(2) is 

ereated to read: 

SEC 4.01(2) An "applieation" for purposes of seetiou 

551.32(1) (b), Wis. Stats., means all information reguired 
, 

by the form preseribed under subseetion (1) ~nd any .additional 

information reguir'ed by the eommissioner. 

SECTION 94. wis. Adm. Code seetion SEC 4.01(3) is 

ereated to read: 

SEC 4.01(3) Eaeh applieant for an ihitial lieense as a 

broker-dealer or agent is reguired to pass a written examina-

tion preseribed by·'j:he eommissioner, unIess the reguirement 

is waived under subseetion (4). The examination shall 

relate to ehapter 551, Wis. Stats. ,the rules of theeommissioner 
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thereunder, the applieable federal securities laws and the 

rules of the securi ties and exchange eommission thereunder', 

general matters concerning the securities business, and such 

other matters as the to~issioner may determine. The eommis

sioner may preseribe different examinations for different 

elasses of applieants. 

SECTION .95. Wis. Adm. Code seetion SEC 4.01(4) is 

ereated to. read: 

SEC 4.01(4) The eommissioner may waive, in whole or in 

part, the examination requirement for: 

(a) any applieant ins'®nar as the examination relates 

to general matters concerning the securities business, upon 

reeeipt of evidenee of satisfaetory eompletion of a eomparable 

examination; 

(b) any applieant for lieense as an agent representing 

.a lieensed broker-dealer, provided that the agent will be 

adequately supervised, and the lieense is appropriately 

limited; 

(e) anyapplieant for lieense as an agent representing 

an issuer, provided the agent will be adequately supervised 

and the lieense is appropriately limited; 

(d) any applleant for lieense as an agent who, within 

2 years prior to the date the applieation is filed, has 

been lieensed under ehapter 551, Wis. Stats., as an agent for 

a broker-dealer; or 

(e) any person by order of the eommissioner under such 

eonditions as the eommissioner may preseribe. 
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SECTION 96. Wis. Adm. Code section SEC 4.01(5) is 

created to read:. 

SEC 4.01(5) Prior to issuance of a license as a broker

dealer, a written examination shall be successfully completed 

by such supervisory personnel representing the broker-dealer 

as the commissioner may require, and the commissioner may 

require that any such person be licensed as an agent for the 

broker-dealer. 

SECTION 97. wis. Adm. Code section SEC 4.01(6) is 

created to read: 

SEC 4.01(6) Any appli~ation f'or license which is not 

completed or withdrawn within 6 months from the date it is 

initially received may be deemed materially incomplete, 

and the commissioner may' issue an order denying "the license. 

For purposes.of section 551.34(1) (a), wis. Stats., and this 

subsectiQrt, "application" means any request for a licen~e. 

SECTION 98. Wis. Adm .. Code section SEC 4.01(7) is 

"created to read: 

SEC 4.01(7) Every broker-dealer whoseprincipal office 

is located in this state shall have at least one licensed 

·person employed on a full-time basis at its principal offiee. 

SECTION 99, ~is. Adm. Code section SEC 4~02(1) is 

created to read: 

SEC 4.02 Net capital requirements and aggregate indebt-

edness limitations. (1) Every broker-dealer shall mainiain. 

net capital in such minimum amounts as are prescribed for 

its activities under rule lSc3-1 of the securities exchange 

act of 1934, orin the amount of $10,000, whichever is 

greater. 
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SECTION 100. Wis. Adm. Code section SEC 4.02(2) is 

created to read: 

SEC 4.02(2) The aggregate indebtedness of each broker

dealer to all other p~r~ons shall not exceed the levels pre

scribed under rule 15c3-1 of the securities exchange act of 

1934. 

SECTION 101. Wis. Adm. Code section SEC 4.02(3) is 

created to read: 

SEC 4.02(3) If a broker-dealer is an individual, such 

person shall segregate from personal capital an amount 

sufficient to satisfy the n~-t"capital reguLrement, and the 

amount so segregated shall be utilized solely for the business 

for which the broker-dealer is licensed. 

SECTION 102. Wis. Adm. Code section SEC 4.02(4) is 

created" to read: 

"SEC 4.02(4} The commissioner may by order exempt any 

broker-dealer from the provisions of this rule, either 

unconditionally or upon specified conditions, if by reason 

of the proker-dealer's membership on a national securities 

exchange or the special nature of its business and its 

financial position, and the safeguards that have been 

established forthe protection of customers ' funds and 

securities, "the provisions are not necessary in the public 

interest or for the protection of investors. 

SECTION 103. Wis. Adm. Code section SEC 4.03(1) ('Intro.) 

is created to read: 
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SEC 4.03 Broker-dealers' records. (1) Every licensed 

broker-dealer shall prepare and keep current the following' 

books and records relating to its business: 

SECTION 104. Wis~ ~dm. Code section SEe 4.03(1) (a) is 

created to read: 

SEe 4.03(1) (a) Blotters (or other records of original 

entry) setting forth an itemized daily record of all purchases 

and sales of securities, all receipts and deliveries of 

securities (including certifieate numbers), all receipts and 

disbursements of cash and all other debits and credits. The 

record shall show the accouht for which each such trans

action was effected, the name and amount of securities, the 

unit and aggregate purchase or sale price (if any) , the 

trade date, and the name or other designation of the person 

from whom purchased or received or to whom sold or delivered. 

SECTION 105. Wis. Adm. Code section SEC 4.03(1) (b) is 

created to read: 

SEC 4.03(1) (b) Ledgers reflecting all assets and 

liabilities, income, and expense and capital accou~ts. 

SEI,CTIONI06. Wis. Adm. Code section SEC 4.03(1) (c) is 

c'rea ted to' read: 

SEC 4.03 (l).(c)' Ledgers (or other records) itemizing 

separately as to each cash and margin account of every 

customer and of the broker-dealer and partners thereof, all 

purehases, sal~s, receipts and deliveries of securities and 

commodities for such account and all other debits and 

dredits to such account. 
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SECTION 107. Wis. Adrn. Code section SEC 4.03(1) (d) is 

created to read: 

SEC 4.03 (1) (d) Ledgers (or other records) reflecting 

the following:· .... 

1. securities in transfer; 

2. dividends and interest received; 

3. securities borrowed and securities loaned; 

4. rnoneys borrowed and rnoneys loaned (together with a 

record of the collateral therefor and any substitutions in 

such collateral); and 

5. securities failed ~O receive and failed to deliver. 

SECTION 108. Wis. Adrn. Code section SEC 4.03(1) (e) is 

created to read: 

SEC 4.03 (1) (e) A securities xecord or ledger' reflecting 

separately for each security as of theclea~ance dates, all 

"long" or "short" positions (includingsecurities in safe

keeping) carried by such broker-dealer for its account or 

for the account of i ts custorners or par·tners, and showing 

the location of all securities long and the offs~tting 

position to all securities short, and in all cases the name 

or designation of the account in which each position is 

carried. 

SECTION 109. Wis. Adm. Code section SEe 4.03(1) (f) is 

created to read: 

,SEC 4.03(1) (f) A rnernorandurn of each order (order 

ticket), and of any other instruction given or received for 

the purchase or sale of securities, whether executed or 
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unexecuted. The memorandum shall show the terms and con

ditions of the order or instruction, any modification or 

canceilation thereof, the account for which entered, whether 

the transaction was unsQlicited, the time of entry, the 

price at which executed and, to the extent feasible, the 

time of execution or cancellation. Orders entered pursuant 

to the exercise of discretionary power by the broker-dealer 

or any employee thereof, shall be so designated. The term 

"time of entry" shall mean the time when the broker-dealer 

transmits the order or instructions for execution, or, if it 

is not so transmitted, the ~±me when it is received. 

SECTION 110. Wis. Adm. Code sectian SEC 4.03(1) (g) is 

created to read: 

SEC 4.03(1) (g) A memorandum (order ticket) of each 

purchase and sale of securities for the a~count of the 

broker-dealer showing the price and, to the extent feasible, 

the time of execution. 

SECTION 111. Wis. Adm. Code sectian SEC 4.03(1) (h) is 

created to read: 

SEC 4.03(1) (h) Copies of confirmations of all purchases 

and sales of securities, whether the confirmations are 

issued by the broker-dealer or the issuer of the security 

involved, andcopiesof notices of all other debits and 

credits for securities, cash and other items for the account 

of customers and partners of the broker-dealer. 

SECTION 112. wis. Adm. Code sectian SEC 4.03(1) (i) is 

created to read: 
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SEC 4.03(1) (i) Copies of all eornmunieations, eorres

pondenee and other reeords relating to securities trans

aetions with eustomers. 

SECTION 113. Wis~ ~dm. Code seetion SEC 4.03(1) (j) is 

ereated to read: 

SEC 4.03(1) (j) A separate file containing al~ written 

eomplaints made or submitted by eustomers to the bröker

dealer or its agents relating to securities transactions. 

SECTION 114. Wis. Adm. Code seetion SEe 4.03 (1) (k) is 

ereated to read: 

SEC 4.03(1) (k) A eust®mer information form (new aeeount 

information worksheet) for eaeh eustomer. If reeornmendations 

are to be made to the eustomer, the form shall inelude such 

information as is neeessary to determine suitability in 

eonformity with Wis. Adm. Co de seetion SEt 4.06(1) (e). 

SECTION 115. Wis. Adm. Code section SEC 4.03(1) (1) is 

ereated to read: 

SEC 4.03(1) (1) For eaeh eash and margin aeeount 

established and maintained with the broker-dealer, copies of 

all guarantees of aeeounts and all powers of attorney and 

other evidenee of the granting of any diseretionary authority 

in respeet to the ~eeount, the n~me and address of the 

benefieial owner of eaeh aeeount and, in the easeof a 

margin aeriöunt, all margin and lending agreements, provided 

that in the ease of a joint aeeount or of an aeeount of a 

eorporation, the reeords are regulred only as to persons 

authorized to transaet business for the aeeount. 
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(1) (k) and (1) shall be preserved by the broker-dealer for a 

period of not less than 6 years after the closing of the' 

a6count~ and records required under subsection (1) (n) shall 

be preserved by the bto~er-dealer for a period of not less 

than 6 years after withdrawal or expiration of its license 

in this state. After arecord or other docum~nt hai been 

preserved for 1 year as required above, a microfilm copy 

thereof may be substituted for the remainder of therequired 

period. CompIianee with the requirements of theU. S. 

securities and exchange commission 60ncerning preservation 

of records is deemed compli~nce with this rule. 

SECTION 121. Wis. Adm. Code section SEC 4.03(3) is 

created to read: 

SEC 4.03(3) Every branch office of a licensed broker

dealer as defined in Wis. Adm. Code section SEC 1.02(7) 

shall prepare, and keep current the following records for its 

customers serviced by ~uch ~ffice: 

(a) copies of the records described in Wis. Adm. Code 

sections SEC 4.03 (1) (f), (h), (j), (k) and (0) ~ 

(b) blotters (or othe~ record~ of origina~ entry) 

setting fo~th .an itemized daily re cord of all purchases and 

sales of securities', all receipts and deliveries of securities 

(inclucting certificate numbers), all receipts and disburse

ments of cash.· This requirement may be sätisfied by maintaining 

a unit filing system wherein the order ticket information 

(described in Wis. Adm. Code section SEC 4.03(1) (f)) required 

in subsection (3) (a) is accumulated .and segregated on a 

daily basis~ 
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(e) eopies of all eommunieations, eorrespondenee and 

other reeords relating to securities transactions with 

eustomers. Such other reeords inelude eopies of eustomer 
~ 

monthly or o,ther periõdie statements that are issued by the 

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

issuer of a security purehased by a eustomer of the broker-

dealer. 

SECTION 122. Wis. Adm. Code section SEC 4.03(4) is 

ereated to read: 

SEe 4.03(4) The reeords required in subsection (3) 

shall be preserved by the ottice whieh prepared them for a 

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

an easily aeeessible place, exeept that eustomer new aeeount 

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

years after the elosing of the aeeount. Aftera reeord or 

doeument has been preserved for 1 year as required above, a 

mierofilm eopy thereof may be substituted for the remainder 

of the required period. 

SECTION 123. Wis. Adm. Code seetion SEC 4.03(5) is 

ereated to read: 

SEC 4.03(5) No provision under Wis. Adm. Code seetion 

SEC 4.03 shall be deemed to require a member of a riational 

securities exchange to make and keep such reeords of trans-
_. 

actions eleared for such member by another memb~r as are 

eustomarily made and kept by the elearing member. 

SECTION 124. Wis. Adm. Code seetion SEC 4.03 (6) is 

ereated to read: 
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SEC 4.03(6) The commissioner may by order exempt any 

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

rule, either unconditionally or ~pon specified conditions, 

if by reason of the special nature of its business, the 

requirements are not necessary in the public interest or for 

the protection of investors. 

SECTION 125. Wis. Adm. Code section SEC 4.04(1) is 

created to read: 

SEC 4.04 Reporting requirements. (1) ~ach broker-

dealer shall file annually with the commissioner, within 60 

days after the end of its fis~al year, a copy of its annual 

financial statements,including supporting schedules; filed 

with ,the U. S. securities and exchange commission as required 

under rule 17a-5 under the securities exchange act of 1934. 

SECTION 126. Wis. Adm. Cbde section SEC 4.04(2) is 

created to read: 

SEC 4.04(2) Each broker-dealer shall file with the 

commissioner a copy of any complaint related to its business, 

transactions or operations in this state, naming the broker

dealer or any of its partner s , officers or agents as 

defendants in any civil or criminal proceeding, or in any 

administrative or disciplinary proceeding by any public or 

private regulatory agency, within 20 days of the date the 

complaint is served on the broker-dealeri a copy of any 

answer or reply thereto filed by the broker-dealer within 10 

days ot the date such is tiled; and a copy of any decision, 
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order or sanction made with respeet to any such proceeding 

within 20 days of the date the decision, order or sanction' 

is rendered. 

SECTION 127. Wis; ~dm. Code section SEC 4.04(3) is 

created to read: 

SEC 4.04(3) Each broker-dealer shall file with the 

commissioner within 30 days after the end of each month, a 

written report on a form prescribed by the commissioner, 

listing with respeet to that month all securities trans-

,actions involving the broker-dealer relating to initial 

distribut.ions, secondary dH;tributions and private place

ments. No reports are required to be filed for months 

during which the broker-dealer did not engage in trans

actions subject to this requirement. 

SECTION 128. wis. Adm. Code section SEC 4.04(4) is 

created to read:, 

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

commissioner a notice of transfer of control or ch~nge 

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

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

or such shorter period as the commissioner may permit, and 

shall furnish any additional 'information relating thereto as 

the commissioner may require. A transfer of control of a 

broker-dealer shall constitute an applicalion for with

drawal from the status of a licensed broker-dealer pursuant 

to section 551.. 34 (6), Wis. Stats., unIess the commissioner 

by order otherwise provides. 
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SECTION 129.· Wis. Adm .. Code section SEC 4.04(5) is 

created to read: 

SEC 4.04(5) Except as provided in Wis. Adm. Code 

sections 'SEC 4.04(2), (4) .and (9), all material changes in 

the information included in a broker-dealer's most reeent 

appIication for license shall be set forth in an amendment 

to form BD filed promptly with the commissioner. 

SECTION 130. Wis. Adm. Code section SEC 4.04(6) is 

created to read: 

SEC 4.04(6) Every broker-dealer sha11 file with the 

commissioner the following re~örts 'concerning its net 

capital and aggregate indebtedness: 

(a) immediate telegraphic or written notice whenever 

the net capital of the broker-dealer is less than is reguired 

underWis. Adm. Code section SEC 4.02(1), specifying the 

r~spective amounts of its net capital and aggregate indebted

ness on the date of the notice; 

(b) a copy of every report or notice reguired to be 

filed by the broker-dealer pursuant fo rule l7a-ll under the 

securities exchange act of 1934, contemporaneous with the' 

date of fi1ing with the U. S. securities and exchange 

commission. 

SECTION 131. Wis. Adm. Code section SEC 4.04(7) is 

created to read: 

SEe 4.04 (7) Each br,oker-dea1er sha1l give immediate 

telegraphic or written notice to the commissioner of the 

theft or mysteriou~ disappe~rance of any significant amount 
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of securities or funds from any office in this state; 

stating all material facts known to it concerning the theft 

or disappearance. 

SECTION 132. Wis\ ~dm. Code sectiön SEC 4.04(8) is 

created to read: 

SEC 4.04(8) Each broker-dealer shall file with the 

commissioner a copy of any subordination agreement relating 

to such broker-dealer, within 10 days after such agreement 

has been entered, unless prior th~reto the broker-dealer has 

filed a copy of the agreement with a national securities 

exchange or associatiön of which it is a member. 

SECTION 133. Wis. Adm. Code section SEC 4.04(9) is 

created to read: 

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

commissioner in wri tülg prior to opening· in this state any 

"branch officellas defined in Wis. Adm. Code section SEC 

1.02(7). The notification· shall include such information as 

thecommis.sioner may reguest. 

S~CTION 134. Wis. Adm. Cod~ section SEe 4.05(1) is 

created to read: 

SEC 4.05 Rules of conduct. (1) (a) Except as provided 

in subsection (b), 'each broker-dealer shall give or send to 

the customer a writte:n. confirmation, promptly after execution 

of, and beforecompletion of, each transaction. The con

firmation shall set forth: 
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1. a description of the security purchased or sold, 

the date of the transaction, the price at which the security 

was purchased or sold and any commission charged: 

2. whether the broker-dealer was acting for its own , . 

acdount, as agent for the customer, as agent for some other 

person, or as agent for both the customer and some other 

person: 

3. when th~ broker-dealer is acting as agent for the 

customer, either the name of the person from whom the 

security was purchased or to whom it was sold, or the fact 

that theinformation will b~ .furnished upon the request of 

the customer, if the information is known to, or with 

reasonable diligence. may be ascertained by, the broker-

dealer: and 

4. whether the transaction was unsolicited; 

(b) If applicable, compliance with rule l5cl-4(b) of 

the securities exchange act of 1934 shall be deemed com

pliance with this rule. 

SECTION 135. Wis. Adm. Code section SEC 4.05(2) is 

createdto read: 

SEC 4.05(2) Each broker-dealer shall establish and 

keep current aset 'of written supervisory procedures and a 

system for applying such procedures, which may be reasonably 

expected to prevent and deteet any violations of chapter' 

551, Wis. Stats., and rules and orders thereunder. The 

procedures shall include the designation, by name or title, 

of a number of supervisory employees reasonable in relation 
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to the number of its lieense~ agents, offiees and trans

aetions in this state. A eomplete set of the proeedures and 

system for applying them shall be kept and maintained at 

every braneh offiee. ~. 

SECTION 136. Wis. Adm. Code seetion SEC 4.05(3) is 

ereated to read: 

SEC 4.05(3) A broker-dealer shall not enter any 

eontraet with a eustomer if theeontraet eontains any 

eondition, stipulation or provision binding the eustomer to 

waive any rights under ehapter 551, Wis. Stats., orany rule 

or order thereunder. Any sac~ eondition, stipulation or 

provision is void. 

SECTION 137. Wis. Adm. Code seetion SEe 4.05(4) is 

ereated to read: 

SEC 4.05(4) No lieensed agent or partner, offieer or 

direetor of a licensed broker-dealer shall be an agent or a 

partner, offieer or direetor of any other broker-dealer or 

shall be a qualified representative or partner, offieer or 

direetor of an investment adviser unIess such other broker

dealer or investment adviser is affiliated with the broker

dealer by reason of direet or indireet common eontrol. 

SECTION 138. ~is. Adm. Code seetion SEC 4.05(5) .is 

created to read: 

SEC 4.05(5) The aggregate ownership~by all partners, 

offieers, direetors or lieensed agents of a lieensed broker

dealer, or group s of whieh they are members, maynot exeeed 

5% of the voting interest in any other broker-dealer or in 
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any investment adviser, or in any entity contro11ing or 

undercommon contro1 with the other broker~dea1er or invest

ment adviser, un1ess the other broker-dea1er or investment 

adviser is affi1iated~with the broker-dea1er by reason of 

direet or indirect common contro1, or un1ess permitted by 

order of the commissioner.This provision sha11 not' prohibit 

any person from owning any equity security of a broker

dea1er or investment adviser whose securities may be sold ih 

transactions exempt from registration under section 551.23(3), 

Wis. Stats. 

SECTION 139. Wis. Adm.~Code section SEC 4.05(6) is 

created to read: 

SEC 4.05(6) No broker-dea1er sha11 permit or effect a 

withdrawa1 of any part of its net worth, inc1uding sub

ordinated indebtedness, whether by redemption, retirement, 

repurchase, repayment or otherwise~ that wou1d cause its net 

capital or its aggregate indebtedness to vio1ate VHs. Adm. 

Code ~ections ~EC 4.02(1) or (2), withbut priorwritten 

approva1 of the commissioner. 

SECTION 140. Wis. Adm. Code section SEC 4.05(7) is 

created to read: 

SEC 4.05(7) gach broker-dea1er sha11 provide each 

. custame!:' with a conformed copy of all contracts or agre~- _ 

ments between the broker-dea1er and .such customer, and a 

copy of the customer information form prescribed under Wis. 

Adm. Code section SEC 4.03(1) (k), not 1ater than 15 days 

after the initia1 securities transaction effected in the 

customer's account. 
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SECTION 141. Wis. Adm. Code section SEC 4.,0.5(8) is 

created to read: 

SEC 4.05(8) mvery licensed broker-dealer shall require 

each of its .licensed ~gents to have and keep current, and 

eaeh agent shall have and keep current~ the following records 

relating to customer securities transactions: 

(a) a securities holding record for each customer 

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

age,' oecupation, investment objectives, and such othe'r 

relevant information relating to such customer's financial 

situation and needs as is a~a'ilable to the agent, and a 

chronological listing of the names and amounts of all 

securities purchased or sold for the account of the customer, 

including the date of each transaction, and the unit purchase 

or sale price; 

(b) a security cross-index record for each class of 

any issuer's securities in which a customer of such agent 

establishes a position,listing the transaction date, the 

name of the customer, the number of shares or units of each 

such position, and the price per share or unit. With 

respeet to a branch offiee, this reguirement may be satisfied 

by maintaining on behalf of all securities agents effecting 

transactions from the branch office master security cross

index records including the required information. 

SECTION ·142. Wis. Adm~ Code section SEC 4.05(9) is 

created to read: 
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SEC 4.05(9} Every broker-dealer that effeets trans

aetions with or through a IIfinaneial institution or institu

tional investor ll under \Hs. Adm. Code seetion SEC 2.02(5) (e) 

shall maintain reeord§ qonfirming the facts required to be 

aseertained under that seetion. 

SECTION143. Wis. Adm. Code seetion SEC 4.06(1) (Intro.) 

is created to read: 

SEC 4.06 Prohibited business practiees. (1) The 

following are deemed IIdishonest or unethieal business 

praetiees ll or Iltaking unfair advantage of a eustomerl! by a 

broker-dealer under seetion~55l.34(1) (g), Wis. Stats., 

without limiting those terms to the praetiees speeified 

herein: 

SECTION 144. Wis. Adm. Code seetion SEC 4.06(1) (a) is 

ereated to read: 

SEC 4.06(1) (a) eausing any unreasonable delay in the 

delivery of securities purehased by any of its eustomers, or 

in the payment upon request of free eredit balanees reflecting 

eompleted transactions of any of its eustomers; 

SECTION 145. Wis. Adm. Code seetion SEC 4.06(1) (b) is 

created to read: 

SEC 4.06 (1) (b)' indueing trading in a eustomer' s 

account whieh is exeessive in size or frequeney in view of 

the financial resources and eharacter of the aeeounti 

SECTION 146. Wis. Adm. Code seetion SEC 4~06(l) (e) is 

ereated to read: 
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SEC 4.06(1) (e) reeommending to a customer the purehase, 

sale or excharige of any security without reasonab1e grounds 

to believe that the recommendation is suitab1e for the 

eustomer on the basis~of information furnished by the customer 

after reasonab1e inquiry concerningthe customer's investment 

objectives, financi~l situation and needs, and any other 

information known by the broker-dealeri 

SECTION 147. Wis. Adm. Co de section SEC 4.06(1)(d) is 

created to read: 

SEC 4.06(1) (d) executing a transaction on beha1f of a 

customer without authority t~ do SOi 

SECTION 148. Wis. Adm. Code section SEC 4.06(1) (e) is 

created to read: 

SEC 4.06(1) (e) exercising any discretionary power in 

effecting a transaction for a customer's accoun~ without 

first obtaining writte~ discretionary authority from the 

customer, unless the discretionary power relates so1e1y to 

the time and/or price for the execution of ordersi 

SECTION 149. Wis. Adm. Code section SEC 4.06(1) (f) is 

created to read: 

SEC 4.06 (l) (f) extending, arranging for, or partici-

~Pg.tjllg =hn~ Etr:r:Einging for credi t to a customer in violation of 
----

the securities exchange act of 1934 or the regu1ations of 

the federal reserve board. 

SECTION 150. Wis. Adm. Code section SEC 4.06(1) (g) is 

created to read: 
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SEC 4.06(1) (g) executing anytransaction in a margin 

account without obtaining from its customer a written margin 

agreement prior to settlement date for the initia1 trans-
~. 

action in the accounti 

SECTION 151. Wis. Adm. Code section SEC 4.06(1) (h) is 

created to read: 

SEC 4.06(1) (h) failing to segregate custorners l free 

securities or securities in safekeepirigi 

SECTION 152. wis. Adrn. Code section SEC 4.06 (1) (i) is 

created to read: 
~ , 

SEC 4.06(1) (i) hypothecating a custornerls securities 

~ - without having a 1ien thereon unIess written consent of the 

custorner· is first obtained, except as permitted by ru1es of 

the U. S. securities and exchange cornrnission. 

SECTION 153. Wis~ Adm. Code section SEe 4.06(l)(j) is 

created to read: 

SEC 4.06(1) (j) charging its custorner an unreasonab1e 

cornrnission or service charge in any transaction executed as 

agent for the custorneri 

SECTION 154'. Wis. Adrn. Code section SEC 4.06 (1) (k) is 

created to read: 

SEC 4~06(1) (k) entering:i..nto atransactiorifor its own 

account with a customerwith an unreasonab1e mark-up or 

mark-down i 

SECTION 155. Wis. Adrn. Code section SEC 4.06(1) (1) is 

created to read: 
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SEC 4.06 (1) (1) entering into a transaction for i ts 

own account with a customer" in which a commission is chargedi 

SECTION 156. Wis. Adm. Code section SEC 4.06(1) (m) is 

created to read: ~ 

SEC 4.06(1)(m) enterin~ into a transaction with or for 

a customer at a price not reasonably related to the current 

market price; 

SECTION 157. Wis. Adm. Code section SEC 4.06(1) (n) is 

created to read: 

SEC 4.06(1) (n) executing orders for the purchase by a 

customer of securities not ~egistered under seqtions 551.25 

or 551.26, Wis. Stats., unIess the securities are exempted 

under section 551.22, Wis. Stats.,· or the transaction is 

exempted unde.r section 551.23, Wis. Stats. 

SECTION 158. Wis." Adm. Code section SEC 4.06(1) (0) is 

created to read: 

SEC 4.06 (1) (0) representing itself as a financial or 

investment planner, consultant, or adviser, when the repre

sentation does not fairly describe the nature of the services 

offered, the qualifications of the person offering the 

services,and the method of compensation for the services. 

SECTION 159. Wis. Adm. Code section SEe 4.06 (1) (p) is 

crea t<:~d to read: 

SEe 4.06(1) (p) violating any rule of a national 

securities exchange or national securities association of 

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

action or business in"this state. 
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SECTION 160. Wis. Adm. Code section SEC 4.06(1) (q) is 

created to read: 

SEC 4.06(1) (q) failing to furnish to a customer 

purchasing securities~i~ an offering, not later than the 

date of confirmation of the transaction, either a final 

prospectus or a preliminary prospectus and an additional 

documertt, which together include 'all informatian set forth in the 

final prospectus. 

SECTION 161. Wis. Adm. Code section SEC 4.06 (1) (r) is 

created to read: 

SEC 4.06(1) (r) introducing customer transactions on 

a "fully disclosed"basis to another broker-dealer that 

is notlicensed under chapter 551, Wis. Stats., unIess the 

customer is a person described in section 551.23(8), Wis. 

Stats. 

SECTION 162. wis. Adm. code section SEC 4.06 (1) (s) is 

created to read: 

SEC 4.06 (1) (s) r ecornrnending to a customer that the 

customer engage the services of an investment adviser that 

is not licensed under chapter 551, Wis. Stats., unIess the 

customer isa person described in section 551.23(8), Wis. 

Stats. ; 

SECTION 163 .. Wis. Adm. Code section SEC 4.06(1) (t) is 

created to read: 

SEC 4.06(1) (t) recornrnending to a customer that the 

customer engage the services of an investment adviser in 

connectian with which the broker-dealer receives a fee or 
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remuneration (other than direeted business) from the 

investment adviseri and 

SECTION 164. Wis. Adm. Code seetion SEC 4.06(1) (u) is 

ereated to read: 

SEC 4.06(l)(u) changing a eustomer's mai1ing address 

on its books and reeords without authorization from the 

eustomer. 

SECTION 1'65. Wis. Adm. Code seetion SEC 4. Oq (2) (Intro.) 

is ereated to read: 

SEC 4.06(2) The following are deemed "dishonest or 

unethieal business praetiee~'" or "taking unfair advantage of 

a eustorner" by an agent under seetion 551.34 (1) (g), Wis. 

Stats.,. without 1imiting those terms to the praetiees 

speeified herein: 

SECTION 166. Wis. Adm. Code seetion SEC 4.06(2) (a) is 

ereated to read: 

SEC 4.06(2) (a) borrowing rnoney or sedurities from a 

eustorneri 

SECTION167. Wis. Adm. Code seetion SEC 4.06(2) (b) is 

ereated to read: 

SEC·4. 06 (2) (b) aeting as a eustodian for money, 

securities or an exeeuted stock power of a 6ustomeri 

SECTION 168. Wis. Adm.· Code seetion SEC 4.06 (2) (e) is 

ereated to read: 

SEC 4. 06 ( 2) (e) effeeting securities transactions with 

a eustomer not reeorded on the regu1ar books or reeords of 

the broker-dea1er whieh the agent represents, unIess the 



transactions are diselosed to, and authorized in writing by, 

the broker-dealer prior to exeeution of the transactions; 

SECTION 169. Wis. Adm. Code seetion SEC 4.06(2) (d) is 

ereated to read: 

SEC 4.06(2) (d) ,operating an aeeount under a fietitious 

name, unIess diselosed to the broker-dealer which the agent 

represents; 

SECTION 170. Wis. Adm. Code seetion SEe 4.06(2) (e) is 

ereated to read: 

SEC 4.06 (2) (e) sharing direetly or indireetly in 

profits or losses in the aebdunt of any eustomer without the 

written authorization of· the eustomer and the broker-dealer 

whieh the agent represents; 

SECTION 171. Wis. Adm. Code seetion SEC 4.06(2) (f) is 

ereated to read: 

SEC 4.06 (2) (f) dividing or otherwise splitting eom-

missions, profits .or other eompensation reeeivable in 

eonneetion with the purehase or sale of. securities in this 

state with any person not also lieensed as an agent for 

. the same broker-dealer, or for a broker-dealer under. direet 

or indireet eommon eontrol; and 

SECTION 172. Wis. Adm. Code seetion SEC L06(2) (g) is 

ereated to read: 

SEC 4.06(2) (g) engaging in any of the practice s 

speeified in subseetions (1) (b), (e), (d), (e), (f), (g), 

(n), (0), (p), (q), (s) l (t) or (u). 
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SECTION 173. Wis. Adm. Code section SEC 4.07 (1) is 

created to read: 

SEC 4.07 License period. (1) The license of any 

broker-dealer whose name commences with any of the letters A 

through 0 expires March 31 following the date of is~uance of 

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

commences with any of the letters E through I expires 

June 30 following thedate of issuance of the license; the 

license of any broker-dealer whose name commences with any 

of the letters J through 0 expires September 30 following 

the date of issuance of the~ricense; and the license of any 

broker-dealer whose name commerices with any of the l.etters P 

through Z expires Oecember 31 following the date of issuance 

of the license. The license of an agent expires on' the 

same day as that of the broker-dealer w~ich the agent 

represents. Thelicense of an agent representing an 

issuer expires on Oscember 31 following the date of the 

issuance of the license, or upon the termination of the 

offering for which the agent was licensed, whichever first 

occurs. The commissioner may by order limit the period of, 

or specify an earlier expiration date for, any license. 

SECTION 174. Wis. Adm. Code section SE~ 4.07 (2) is 

--crea ted ~to -Eead:-· 

SEe 4.07(2) The lic~nse of an agent" is not effective 

during any period (a) when the broker-dealer which the agent 

represents is not licensed, or (b) when. the securities of 

the issuer which the agentrepresents are not subject to an 
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effeetive order of registration or exemption, or upon 

termination of the offering. 

SECTION 175. Wis. Adm. Code seetion SEC 4.08(1) is 

ereated to read: 

SEC 4.08 withdrawal of licenses. (1) An applieation 

for withdrawal from the status of a lieensed ~roker-dealer 

under seetion 551.34(6), Wis. Stats., shall be filed by the 

lieensee on a form preseribed by the eommissioner, and shall 

inelude a report on the statu~ of all eustomer aeeounts of 

the lieensee in this state and any additional information 

the eommissioner may requir~.' If the lieensee has any open 

eustomer aeeounts in this state, the settlement of those 

aeeounts is a eondition of its withdrawal, and its withdrawal 

is not effeetive until permitted in writing by the eommissioner. 

SECTION 176. Wis. Adm. Code seetion SEC 4.08(2) is 

ereated to read: 

SEC 4.08(2) An applieation for withdrawal from the 

status ot a lieensed agent shall be filed by the broker

dealer or issuer whieh the agent represents within 10 days 

of the termination of the agent's employment on a form 

preseribed by the eommissioner. 

SECTION 177. Wi~. Adm. Code seetions SEC 4.09(1) and 

(2) are ereated to read: 

SEC 4.09 Denial, suspension, revoeation and eensure. 

(~) Any order denying, $uspending or revoking the lieense 

of a broker-dealer or eensuring a lieensee may inelude such 

other sanetions as theeommissioner finds appropriate. 
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(2) The commissioner may revoke or suspend the license 

of an agent who is not a partner, offieer or director of a' 

b~oker-dealer, or may censure the licensee, for failure to 

supervise other licen~eQ agent s of the broker-dealer, if the 

agent was assigned supervisory duties by the broker-dealer, 

including established procedures and a system for applying 

them reasonably expected to ~revent and deteet any violations 

of statutes, rules and orders, and the agent failed reasonably 

to discharge those duties. 

SECTION 178. Wis. Adm. Code sectian SEC4.10 is created 

to read: 

SEC 4.10 Bank agency transactions. (1) A bank, 

savings institution or trust company not licensed as a 

broker-dealer may execute orde~s for the purehase or sale of 

seeuriti~s as agent for the purehaser or seller thereof, in 

transactions not in violatidn of ehapter 551, wis. Stats., 

if .the bank, savingsinstitution or trust company: 

(a) has no direet interest in the sale or distribution 

of the securities purchased or saId, reeeives no eommission, 

profit, or other compensation from any source other thanthe 

purehaser or seller, and delivers to the eustomer its own 

written eonfirmation of the order which clearly itemizes its 

eommission, profit or other compensationi and 

(b) in eonnection with purehases of'· securities from or 

through broker-dealers, discloses to the broker-dealer 

whether such purehase is for its own account, or for the 

aecount of a eustomer for whom it is acting as trustee, or 
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for the account of a customer for whom it is acting as agent 

and whether such customer is a person specified under 

section 551~23(8), Wis. Stats. 

(2) The bank, savlngs institution, or trust company 

shall make, keep current and preserve for a period of not 

less than 3 years, adequate records of purchases and sales 

.of securities by it as agent for its customers, including 

copies of its. own confirmations delivered to its .customers ' 

and copies of· confirmations r~ceived from broker-dealers in 

connection with such transactions and records confirming any 

customer is a person specifie'tl'under section 551.23(8), wis. 

Stats . 

(3) Nothing in this rule shall prevent a bank, savings 

institution or trust company from actingas d~pository, 

custodian, exchange agent, escrow agent, transfer agent, 

registrar, agent administering dividend reinvestment plans 

or in any similar capacity in the ordinary course of business. 

SECTION 179. Wis. Adm. Code chapters SEC 5 Fr~udulent 

Practices, SEC 6 General Provisions, SEC 7 Administrative 

Procedure, and SEC 8 Forms, are renumbered SEC chapters 6 

Fraudulent Practices, SEC 7 General Provisions, SEC 8 

Administrative Procedure and SEC 9 Forms, respectively. 

SECTION 180. Wis. Adm. Code chapter SEC 5 (Intro.) is 

created toread: 

Chapter SEC 5 

LICENSING OF INVESTMENT ADVISERS 
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SECTION 181. Wis. Adm. Code seetion SEC 5.01(1) is 

ereated to read: 

SEC 5.Ql Lieensing procedure. (I) Applieations for 

initial and renewal licen~es and gualifieations of investment 

advisers and their representatives shall be filed on forms 

preseribed by the eommissioner and shall inelude all infor

mation reguired by such forms and any other information the 

eommissioner may reguire. 

SECTION 182. Wis. Adm. Code seetion SEC 5.01(2) is 

ereated to read: 

SEC 5.01 (2) A lieensin</ Happlieation" for purposes of 

seetion 551.32(1) (b), wis. Stats., means an applieation that 

inelude·s all iriformation reguired by the eommissioner. 

SECTION 183. Wis. Adm. Code seetion SEC 5.01(3) is 

created to·read: 

SEC 5.01(3) Eaeh applieant for an initial lieense as 

an investment adviser or for gualifieation as an investment 

adviser representative is reguired to pass a written examina

tion preseribed by the eommissioner, unIess the reguirement 

is w~ived undersubseetion (4). The examination shall 

relate to ehapter 551, Wis. Stats., the rules of the eommis

sioner thereunder; the applieable federal securities laws 

and the rules of the securities and exchange eommission 

·thereunder, general matters concerning the ~eeurities 

business, and sueh·other matters as the eommissioner may 

determine. The eommissioner may presqribe different exam

inations for different elasses of applieants. 
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SECTION 184. Wis. Adm. Code section SEe 5.01(4) is 

created tö read: 

SEC 5.01(4) The commissioner may waive, in whole or in 

part, ,the 'examination requirement for: 

(a) any app1icant insofar as the examination re1ates 

to general matters concerni~g the securities ,business, upo~· 

receipt of ~vidence of satisfactory comp1etion of a cornparab1e 

examination; 

(b) any app1icant who, within 2 years prior to the 

date the app1ication is filed, has be'en 1ieensed or qua1ified 
' .. , 

under dhapter 551, Wis. Stats.; or 

(e) any person by order of the eommissioner under such 

eonditions as the eommissioner may preseribe. 

SECTION 185. Wis. Adm.Code seetion SEC 5.01(5) is 

ereated to read: 

SEC 5.01(5) Prior to issuance of a 1ieense as an 

investment adviser, a written examination sha11 be sueeess-

fu11y eomp1eted by such supervisory personnel representing 

the investment adviser as the eommissioner may require, and 

the eommissioner may require that any such person be qua1ified 

under ehapter 551~ Wis. Stats., as a representative of the 

investment adviser. 

SECTION 186. Wis. Adm. Code seetion SEC 5.01(6) is 

ereated to read: 
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SEe 5.01(6) Any application for license which is not 

completed or withdrawn within 6 months from the date it 1s 

initially received may be deemed material ly incomplete under 

sectian 551.34(1) (a) ,"·W~s. Stats., and the commissioner may 

issue an order denying effectiveness to such application. 

SECTlbN 187. Wis. Adm. Code sectian SEC 5.01(7) is 

created to read: 

SEC 5.01(7) Every investment adviser whose principal 

office is located in this state shall have at least one 

person qualified as an investmentadviser representative 

employed on a. full-time bas'is at its principal offiee. 

SECTION 188. Wis. Adm. Code sectian SEC 5.02(1) is 

created to read: 

SEC 5.02 Net capital requirement. (1) Every investment 

adviser shall maintain net capital of not less than $5,000, 

.which shall be in the form of cash or securities or other 

. liquid assets as determined by the commissioner. 

SECTION 189. Wis. Adm. Code section SEC 5.02(2) is 

created to read: 

SEC 5.02(2) If an investment adviser is anindividual, 

such person shall segregate from personal capital an amount 

sufficient to sati~fy the net capital requiremen~, and the' 

amount·so· segregated shall be utilized solely for the business 

for which the investment adviser is licensed. 

SECTION 190. Wis. Adm. Code sections SEC 5.03(1) and 

(2) are created to read: 
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SEe 5.03 Investment advisers' records. (1) Every 

licensed investment adviser shall maintain and keep current 

the following books andrecords relating to its business: 
.t" 

(a) ledgers (or other records) reflecting all ass'ets 

and liabilities, income and expense and capital accounts; 

(b) arecord showing all payments received, including 

date of receipt, purpose and from whom received; and all 

disbursements, including date paid, purpose and to whom 

made; 

(c) 

(d) 

arecord showing all receivables and payabIesi 
',> , 

records showing separately for each .client the 

~... securities purchased or sold, and to the extent it has been 

made available to the investment adviser, the date and 

amount of and price at which the purchases or sales were 

executed, and the name of the broker-dealer who effected the 

transaction; 

(e) records showing separately all securities bought , 

or sold by clients insofar as known to the investment adviser 

and indicating thereon with proper identification of the 

individual account, the date, amount, and price at which 

such securities were purchased or soldi or, in the aiternative, 

arecord showing ~ll s~curities bought or sold by or for the 

accounts of all clients of the investment adviser in each 

month; the total number of shares or principal amount of 

each security bought or sold and the lowest and highest 

price at which such purchases or sales were made during the 

month; 
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(f) copies of broker-dealers' confirmations of all 

transactions placed by the investment adviser for any 

account, and such other broker-dealers' confirmations as 

may be supplied to the 1nvestment adv{ser by a client or 

broker-dealer; 

(g) records of all accounts in which the investment 

adviser is vested with discretionary authority, including 

powers of attorney and other evidence of discretionary 

authority; 

(h) copies of all agreements entered by the investment 

adviser with respeet to any abcount, which agreements shall 

set forth the fees to be charged and the manner of computation 

and method of payment thereof, and copies of all communications, 

correspondence and other records relating to securities 

transactions with customers including all complaints of 

customers relating to securities transactions; and 

(i) all partne~ship articIes, or all articles of 

incorporation, by-Iaws, minute books and stock certificate 

. books of the investment adviser. 

(2) Every· licensed investment adviser shall preserve 

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

an easily accessible place, all records reguired under sub

section (I), except that records respecting an account 

regulred under subsections (1) (g) and (h) shall be preserved 

by the investment adviser for a period of not less than 3 

years after the closing of the account and records reguifed 

under subsection (1) (i) shall be preserved by the investment 
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adviser. for a period of not less than 3 years after with

drawal or expiration of its license in this state. After a 

re cord or other document has been preserved for 2 years as 

required above, a mitrqfilm copy thereof may be substituted 

·for the remainder of the required period. 

SECTION 191. Wis. Adm. Code section SEC 5.03(3) is 

created to read: 

SEC 5.03(3) The commissioner may by order exempt any 

investment adviser from all or part of the requirernents of 

this rule, either unconditionally or upon specifiedconditions, 

if by reason of the special~nature of its business, the 

requirements are not necessary in thepublic interest or for 

the protection of investors. 

SECTION 192. Wis. Adm. Code section SEC 5.04(1) is 

created to read: 

SEC 5.04 Reportingrequirements. (1) Each investment. 

adviser shall file annually with the commissioner, within 

60 days after the end of it~ fiscal year, a copy of its 

annual fin~ncial statements, including supporting scheduLes. 

SECTION 193. Wis. Adm. Code section SEC 5.04(2) is 

created to read: 

SEe 5.04(2) iach investment adviser shall file with 

the commissioner a copy of any complaint related to· its 

business, transactions, or operations in this state, naming 

the investment adviser or any of its partners l officers or 

investment adviser representatives as defend~nts in any 

civil or criminal proceeding, or in any administrative or 
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disciplinary proceeding by any public or privateregulatory 

agency, within 20 days of the date thecomplaint is served 

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

thereto filed by the ~n~estment adviser within 10 days of 

the date such is filed; and a copy of any decision, order or 

sanction made with respeet to any such proceeding within 20 

days o~ the date the decision, order or sanction is rendered. 

SECTION 194. Wis. Adm. Code section SEC 5.04(3) is 

created to read: 

SEC 5.04(3) Each inv~stment adviser shall file with 

the commissioner a notice o'i ,transfer of Gontrol or change 

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

transfer of control orchange of name is to become effective, 

or such shorter period as the commissioner may permit, and 

shall furnish additional information relating thereto as the 

commissioner may require. A transfer of control of an 

investment, adviser shall constitute an application for with

drawal from the status of a licensed investment adviser 

pursuant to section 551.34(6), Wis. Stats., unless the 

commissioner by order otherwise provides. 

SECTION 195. Wis. Adm. Code section SEC 5.04(4) is 

created,to read: 

SEC 5.04(4) Except as provided in Wis. Adm. Code 

sections SEC 5.04(2) and (3), all material changes in the 

information included in an investment adviser's most reeent 

application for license shall be set forth in an amendment 

to form ADV filed promptly with the commissioner. 
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SECTION 196. Wis. Adm. Code seetions SEC 5.05(1), (2), 

(3) and (4) are ereated to read: 

SEC 5.05 Rules of eonduet. (1) Eaeh investment 
~ 

adviser shall establish ~ritten supervisory proeedures and a 

system for applying such proeedures, whieh may reasonably be 

expeeted to prevent and deteet any violationsof ehapter 

551, Wis. Stats., and rules and order s thereunder. Such 

proeedures shall inelude the designation and qualification 

of a nUmber of supervisory employes reasOnable in rela·tion 

to the number of its qualified investment adviser repre

sentatives, offiees and aetlvlties in this state. 

(2) An investment adviser shall not enter, extend, or 

renew any investment advisory eontraet if the eontraet: 

(a) provides for eompensation to the investment 

adviser on the basis of a share of capital gains upon or 

capital appr~eiation of the funds or any portion of the 

funds of the. elient; 

(b) fails to provide, in substanee, that no assignment 

of the eontraet may be made without the eonsentöf the 

eustomeri or 

(e) fails to provide, in substanee, that the investment 

adviser, if a partnership, shall notify the other party to 

the eontraet of any ehange in the membership of ·the partner-
,-

ship within a reasonable time after such ehange. 

(3) Subseetion (2) (a) shall not prohibit an investment 

advisory eontract whieh provides for eompensation based upon 

the total value of a fund averaged over a definite period, 
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or as of definite dates or taken as of a definite date. 

"Assignment," as used in subsection (2) (b) incl udes any 

direet or indirect transfer or hypothecation of an invest

ment advisory contract by the assignor or of a controlling 

'block of the assignor's outstanding voting securities by a 

security holder of the assignori but, if the investment 

adviser is a partnership, no assignment of an investment 

advisory contract is considered to result from the 'death or 

withdrawal of a minority of the members of the investment 

adviser having only a minority interest in the business of 

the investment adviser, or 'from the admission to the invest-. 

ment advis~r of one or more members who, after admission, 

will be only a minority of the members and will have only a 

minority interest in the business. As used in subsection 

(2), "investment advisory contract" means any contract or 

agreement whereby a person agree~ to act as investmeni 

adviser or to manage any investment or trading account for a 

person other than persons specified under section 551.23(8), 

Wis. Stats. 

(4) . An investment adviser shall not enter any contract 

with a customer if the contract contains any condition, 

stipulation or provision binding the customer to waive any 

rights under chapter 551, Wis. Stats., or any rble or order 

thereunder. .Any such condition, stipulatlon or provision is 

void. 

SECTION 197. Wis. Adm. Code section SEC 5.05(5) is 

created to·read: 
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SEC 5.05(5) No qualified representative or partner, 

offieer or director of a licensed investment adviser shall' 

be an agent or a partner, offieer or director of any broker

dealer or shall be a ~u~lified representative or partner, 

offieer or director of any other investment adviser unIess 

such other broker-dealer or investment adviser is affiliated 

with the investment adviser by reason of direet or indirect 

common control. 

SECTION 198. Wis. Adm. Code section SEC 5.05(6) is 

created to. read: 

SEC 5.05(6) The aggre~ate ownership by all partners, 

officers, directors or qualified representativesof a 

licensed investment advise:r:, or groups of which they are' 

members, may not exceed ~% of the voting interest in any 

other investment adviser or in any broker-dealer, or in any 

entity controlling or under common control with the other 

investment adviser or broker-dealer, unIess the other 

investment adviser or broker-dealer is affiliated with the 

investment .adviser by reason of direet or indirect common 

control, or unIess permitted by order of the commissioner. 

This provision shall not prohibit any person from owning any 

equity security of 'an investment adviser or broker-dealer 

whose securities may be sold in transactions exempt from 

registrati6n under section 551.23(3), Wis: Stats. 

SECTION 199. wis. Adm. Code section SEC 5~06 (Intro.) 

iscreated to read: 
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SEC 5.06 ,Prohibited business practices. The following 

are deemed "dishonest or unethical business practices" or 

"taking unfair advantage of a customer" by an investment 

ad'viser under section"·5~1.34(1) (g), Wis. Stats., without 

limiting those terms to the practices specified herein: 

SECTION 200. wis. Adm. Code s~ctions SEC 5.06(1) and' 

(2) are created to read: 

SEC 5.06(1) Exercising any discretionary power in 

placing an order for the purchase or sale of securities for 

the aCcount of a customer without first obtaining written 

discretionary authority fro~·the customer; or 

(2) Placing an, order for the purchase or sale of a 

security pursuant to discretionary authority if the purchase 

or sale is in violation of chapter 551, .Wis. Stats., or any 

rule thereunder. 

SECTION 201. Wis. Adm. Code section SEC 5.07(1) is 

created to read: 

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

an investment adviser expires December 31 of each year. The 

qualificationof an investment adviser representative 

expires on the same day as that of the investment adviser 

which such person represents. The commissioner may by order 

limit the period ot, or specify an earlier expiration date 

for, any,license. 

SECTION 202. Wis. Adm .. Code section SEC 5.07(2) is 

created to read: 
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SEC 5.07(2) The qualifieation of an investment adviser 

representative is not effeetive during any period when the 

investment adviser whieh that person represents is not 

licensed. 

SECTION 203A Wis. Adm. Code section SEC 5.08(1) is 

ereated to read: 

SEC 5.08 Withdrawal of licenses. (1) An applieation 

for withdrawal from the status of a lieensed investment 

adviser under seetion 551.34 (6), W.is. Stats., shall be filed 

by the lieensee on a form preseribed by the commissioner, 

and shall inelude areport Qn the status of all eustomer 

aeeounts of the lieensee in this state and any additional. 

information the eommissioner may require. 

SECTION 204. Wis. Adm. Code seetion SEC 5.08(2) is 

ereated to read: 

SEC 5.08(2) An applieation for withdrawal from the 

status of a qualified investment adviser representative 

shall be filed by the investment adviser whieh,the person 

represents within 10 days of the termination of the repre

sentative's employment on a form preseribed by the eommissioner. 

SECTION 205. Wis .. Adm. Code sec-tion SEC 5.09 is ereated , 

to read: 

. SEC 5;09 Denial, suspension, revoeation and eensure. 

Any order denying, suspending or revokin~the license of an 

investment adviser or eensuring a lieensee may inelude such 

other sanetions as th~' eommissioner finds appropriate. 
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Chapter SEC 6 

FRAUDULENT PRACTICES 

SECTION 206. Wis. Adm~ Code section SEC 6.05(1) (Intro.) 

is amended to read: ~ 

SEC 6.05 Going private transactions. (1) An issuer 

whose equity securities of any class a~e-e~ have been regirl

tered under chapter 551, wis. Stats., or predece~sor laws or 

s. 12 of the securities exchange act of 1934, and which, on 

the dateof the initial offer, notice or solicitation 

relating to the proposed transaction, are held of re cord by 

100 or m6re persons in thi~state, which number of holders 

constitutes 20% or more of the total number of holders of 

re cord of SH€R the securities, or any affiliated person of 

SH€R the ~ssuer, is deemed to employ a "device, scheme or 

artifice to defraud" holders of SH8R the securities, or to 

engage in an "act, practice or course of business which 

operates or would operate as a fraud or deceit" upon stieft 

the holders, within the meaningof section 551.41, Wis. 

Stats., if SH9R the issuer or person enters into any trans

action (including a series of transactions) in th~s state 

involving a purchase of any equity security of the issuer, 

other than an arm's length purchase by a person not affiliated 

with the issuer, which transactio~ has, or is-ifi~efi~e~~~e 

Rave mayhave, either of the effects deseribed in subsection 

(2) hereof, unless: 

SECTION 207. Wis. Adm. Cöde section SEC 6.05(1) (e) is 

amended to read: 
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SEC 6.05 (1) (e) The eommissioner does not disallow the 

transaction by order within15 days of the filing of the 

deseription of the transaction reguired by subseetion (1) (b) , 

upon a finding that the ,transaction eonstitutes, a deviee, 

seheme or artifiee to defraud or tends to operate as a fraud 

, or deceit upon holders of the securities, or would so operate. 

SECTION 208. Wis. Adm. Code seetion SEC 6.05(2) (Intro.) 

is amended to read: 

SEC 6.05(2) The provisions of subseetion (1)' apply to 

a transaction whieh has, or ±s~±ntended-to-have may have, 

either of the following eff~Gts: 

Chapter SEC 7 

GENERALPROVISIONS 

SECTION 209. Wis. Adm. Code seetion SEC 7.01, as renumbered, 

is repealed and reereated to read: 

SEC 7.01 Fees. The fol16wing fees are preseribed for 

the expenses of examination of various matters arising under 

ehapter 551, ~is. Stats., are ehargeable to the applieant, 

registrant or liee~see, and are payable unIess otherwise 

provided at the time an applieation or notice is filed: 

(1) Examination of registration matters: 

(a) Applieation for post-effeetive amendment 

of a registration statement -~-------------------~--$100. 

(b) Applieation for extension of a Tegis-

tration state~ent ----~-----------------------------$100. 

(e) Field examination pursuant to s~etion 

551.27.(5), wis. Stats. of applieation for regis-

tration unde~ seetion 551.26, 'Wis. Stats. ----------$50 per day per 
examiner. 
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(2) E~amination of exemption matters: 

(a) Applieation for exemption from regis

tration by order under seetions 551.23(11) or 

(18), Wis. Stats.----~-~----------------------------$100. 

(b) Applieation for exelusion from a 

definition by order under seetions 551.02(3) (i) 

or 551.02(7) (h), wis. Stats. --------~--------------$100. 

(e) -Applieation for opinion eonfirming an 

exemption or an exelusion from a definition --------$50. 

(d) Notice filed under seetion 551.22(10) 

or (14), Wis. Stats., or un~er seetion 551.23(12), 

Wis. Stats.,. or under Wis. Adm. Code seetions 

SEC_ 2.02 (11) (b), (e) or (d) -----------------------$50. 

(e) Notice filed under seetion 551.22(8), 

Wis. Stats., or under seetions 551.23(3), (10), 

(11) or (15), wis. Stats., or under Wis. Adm. C6de 

seetion SEC 6.05 --------------------~-------------$100. 

(f) Notice fi1ed under Wis. Adm. Code 

seetion SEC 2.01(1) (a)l. or 2. --------------------$50. 

(g) Notice fi1ed under Wis. Adm. Code 

seetion SEC 2.01(1) (a)3. --------------------------$100. 

(3) Examinat{on of 1ieensing matters: 

(a) App1ieation for initia1 1ieense of a 

broker-dea1er or investment adviser or a L 

suecessor under seetion 551.32(1) or (3), 

Wis. Stats. ------------~-----~--------------------$50. 

(b) App1ieation for order waivirig a 1ieensin~ 

provision -----~-----~--~--------~-----------------$100. 
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(e) Notice of transfer of eontro1 of a 

broker-dea1er or investment adviser under Wis. 

Adm. Code seetion SEC 4.04(2) ---~-----------------$50. 

(d) Examination~o~ an agent'app1ieant or 

a person representing an investment adviser 

under section 551.32(4), Wis. Stats. --------------$10. 

(e) Field examination of applieant for 

initial 1ieen~e as broker-dea1er or invest-

ment adviser--------------------------------------$50 per day per 
examiner. 

(f) Periodie examination of a broker-
.,. . 

dealer or investment adviser under seetion 

551.33(4), Wis. Stats. -----~-~------------------~-An amount not exeeed
~ng in any year the 
aggregate amount of 
filing fees of the 
brok~r-dealer and 

'(4) Examination of advertising: 

(a) Advertising fi1ed with a notice or 

applieation under seetions 551.22, 551.23, 

its agent s or, the 
investment adviser, 
payable up on eom
letion of the 
examination. 

551.25 or551.26, Wis. Stats. ----------~----------No eharge. 

(b) Advertislng fi1ed by a 1ieenseeor 

registrant under seetion 551.53, Wis. Stats. ------$5 per item, but not 
exeeeding in any year 
the aggregate amount 
of $100 for eaeh 
lieensee or regis
trant if paid in 
advance. 
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(e) Advertising filed by a person not a 

lieensee or registrant under seetion 

551.53, Wis. Stats. -------------------------------$1o per itern. 

(d) Prospeetus filed,by a registered invest-

ment company or finance company under Wis. Adm. 

Code seetion SEC 3.27(2) -----~--------------------$50. 

(5) Examination of other matters: 

(a) Certifieation 6f any doeument or entry 

... 

under seetion 551.64(4), Wis. Stats. --------------$20 pIus $1 per page. 

(b) lssuanee of an interpretive opinion 

under seetion 55L 64 (5)" Wis. '..stats. --------------100. 

(6) Photoeopying fee -----------~------------$.25 per page for 
the first 10 pages 
and $.10 per page 
for any additiona1 
pages. 

(7) The eornrnissioner may by order require the payment 

of a .fee of no more than $100 for delinquent or materia11y 

deficient fl1ings of information or doeuments required to be 

fi1ed in eonneetion with the examination of any matter under 

this ehapter. 

SECTlON 210. wis. Adm. Code seetion SEC 7.02 

is amended to read: 

SEC 7.02 Advertlsing. (1) The following advertising 

used in eonneetion with the offer, sale or purehase of any 

security in this state is exempted from filing under seetion 

551.53, wis. Stats.: 

(a) a prospeetus published or eir.eu1ated in eonneetion 

with an offering of a security for whieh a registration 
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statemeNt has been fi1ed under sections 551.25 or 551.26, 

Wis. Stats., that has not become efferitive; or an offering 

of a security for whiqh a notice or app1ieationfor exemption, 

inc1uding such prospeetust has been fi1ed under sections 

551.22 or 551.23, Wis. Stats.; er-aft-efferiftg~ef-a-seetlri~i 

e~effip~ea~tlftaer-Wis~-Aaffi~-eeae-see~ieft-SEe-27e~~2t~ 

(b) advertising pub1ished or cireu1ated re1ating to a 

security exempted under section 551.22, wis. Stats., except 

underWis. Adm. Code section SEC 27e~~2t 2.01(4)(a); or 

relating to a transaction exempted under sections 551.23(4), 

(5), (6), (7) or (8), Wis. StRtS.; or r'elating to a trans

action exempted under seetions 551.23(12), (13) or (14), 

Wis. Stats., if' the issuer has any securities registered 

under section 12 of the securities exchange act of 1934 or 

exempted from registration by section 12(g) (2) (G) thereof or 

is an investment company registered under the investment 

company aet of 1940~; or relating to a tran~action subject 

to the filing requirements of Section 14(d) of the securities 

exchange aet of 1934; provided the,transaetion does' not and 

,cannot have7~fter-is-ift~eftaea-ee-fiave7 eitherof the effeets 

deseribed in Wis. Adm. Code section SEC 5~e5~2t 6.05(2); 

(e) advertising which does no more than state from 

whom aprospectus may be obtained, identify the security 

offered for sale and state the price there6f and the' names 

of broker-dealers naving an interest in the sale thereof, or 
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advertising meeting the requirements of rule 134 urlder the 

securities act of 1933; 

~ 

e~-~RvegeffieRe-aev~ge~-eeRee~ft~ft~-~fte-~tla~~f~ea~~eft9-e~ 

advertising published orcirculated by a broker-dealer or 

investment adviser licensed ih'this state, or by an invest-

~ ." ment company registered under chapter 551, Wis. Stats. , 

unIess the commissioner otherwise provides by order; 

(e) advertising, inc1uding but not limited to annria1 

reports and proxy statements, published by an issuer specified 

in sectio~551. 22 (3), (4), (5) or· (6), wis. Stats., or 

registered under section 12 of the securities exchange act 

of 1934, or exempted from registration by section 12(g) (2) (G) 

thereof, re1ating to transactions exempted under section 

551.23, Wis. Stats.; provided that with respeet to any of 

. the foregoing, the tranpaction does not and cannot have, 

Re~-~S-~Reefteee-ee-ftave, either of the effects described in 

Wis. Adm. Co de section SEC 5õe5~~~ 6.05(2); and 
_. 

(f) any other advertising which the commissioner may 

. specify by order. 

(2) All advertising required to be filed by a 1icensee 

or registrant shall be fi1ed with the commissioner not 1ater 
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than the,date of use. All advertising required to be filed 

by any other person shall be filed in duplicate not less 

than 10 days prior to the date of use or such shorter period 

as the commissioner may'p~rmit, and shall notbe used in 

this state until a-ee~y-~he~eef7-ffia~~e~-w~~h-a~iewafiee-fe~ 

l:ise7-fias-Beefi-~eee~ve~-f~effi-ehe-eeffiffi~ss~efie~ the commissioner 

has allowed its use. 

-f3r--Eve~y,-f~±~fiEJ-w~4::h-~he-eeffiffi:i:ss:i:efie~-ef-sa±es ' 

±i~e~a~l:i~e-ef-afi-:i:ftVeS~ffiefi~-eeffi~afiy~~eEJis~e~ed-l:ifi~e~-~he 

:i:ftVeS~ffieft~-eeffi~afty~aee-ef-±94e-sha±±-~ft~:i:eaee-ehe-~aee-ef 

i4::s-fi±iftEJ-wi~h-ehe-Nae~efta±-~ssee:i:a~~eft-ef-Seel:i~±~ies 

Bea±e~ s 7 _ :Efte. 7 -e~ - 4::he - seel:i~ i 4:::i:e s - aft~ -exehaftEJe -ee,ffiffi:i: s s :i:eft - a,ft~ 

~he-ae~±eft-ta~efi-ehe~eeft.--Afty-sl:ieh-±~~e~a~tl~e-whieh-is 

ffia~e~iaiiY-ffi:i:siea~ifiEJ-wi~hifi-~he-ffieafi~fiEJ-ef-~he-s~a~emefi~-ef 

pe3:±ey-ef-~he-seel:i~~~~eS-afi~-exehafiEJe-eeffiffiiss~efi7-as-affieft~e~ 

Nevembe~-57-±95~7-is-~eeffied-llfa±se-e~-ffiis±ea~~fiEJ-a~Ve~~:i:S:i:fiEJll 

w:i:~hin-~he-ffieaft:i:fiEJ-ef-see~:i:efi-55±.537-W±s.-S~a~s. 

SECTION 211. Wis. Adm. Code sections SEC 7.04, 7.05, 

7.06 and 7.07 are renumbered SEC 7.03, 7.04, 7.05 and 7.06, 

respectively. 

SECTION 212. wis. Adm. Code section SEC 7.04, asrenumbered, 

is amended to read: 

SEC 7.04 Annual reports. -f3:r Unless otherwise required 

by rule or order of the commissioner, every' issuer ef-e~tl:i:ey 

seetl~±4:::i:es-wh:i:eh-a~e-he±~-bY-ffie~e-ehafi-±ee-seee~he±~e~s-ef 

~eee~~-:i:fi-4::h±s-s~a4::e7-~eEJ:i:see~e~-tlfiee~-eha~~e~-55±7-W~s. 

S4::a4::S.re~-afty-~~e~ee~sse~-±aw, whose securities have been 

-102-

.. , 



registered under chapter 551, Wis. Stats.,or any predecessor 

lawand are held of record by 100 or more persons in this 

state, but nse non e of whose securities are registered under 

section 12 of thesecuPities exchange act of 1934 or exempted 

from registration by section 12(g) (2) (B)or (G) thereof, shall 

distribrite to stleh the .s~se~hs~~ers security holders not 

more than 120 days after the end of each fiscal year of the 

issuer a ba1ancesheet of the issuer as of the end of such 

fisca1 year and aft-ifteSffie-S~a~effieft~-aft~ statements of 

income and changes in finaneial position and an analysis of 

surp1us for stleh the fisca1 y.ear meeting the requirements of 

Wis. Adm. Cope section SEC 6.e~ 7.06, and shall concurrent1y 

file copies of those financia! statements with the commis'sioner. 

~~t--Bvery-~sffies~ie-esr~sraeisft-an~-every-ferei9n 

eSr~sra~isn-~ieense~~in~ehis-seaee-an~-ns~-re9is~ere~-tlft~er 

seeeien-~~-ef-~he-seetlri~ies-e~ehaftge-ae~-ef-~934-er-e~effi~~e~ 

freffi-re9is~ra~ien-ey-seeeien-~~~9t~at~et-~hereef7-shaii 

in~iea~e-en-i~s-anntlai-re~er~-fii~~-wi~h-~he-seere~ary-ef 

s~a~e-~tlrstlaft~-~e-see~iefts-i8e.~93-sr-i8e.8337-Wis.-S~a~s'7 

~he-ntlmeer-ef-s~ee~he~~ers-ef-reesr~-in-~his-s~a~e-sf-eaeh 

e~ass-ef-i~s-e~tli~y-seetlri~ies. 

SECTION 213 .. Wis. Adm. Code section SEC 7.05 is repea1ed 

and recreated to read: 

SEC 7.05 Files and Records. (1) -Except as otherwise 

provided by law or as specified in subsection (2), any 

re cord or document in the commissioner's possession or 

control of which the commissioner is the 1ega1 custodian, 
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may be inspeeted or eopied by any person during regular 

business hours. 

(2) The following reeords may be exeluded from dis

elosure under this sec~iop if the eommissioner finds the 

public interest in nondiselosure outweighs the benefits of 

open access: 

(a) Personnel files of office employees, former 

employees and job applieants; 

(b) communieations with legal eounsel; 

(c) reeords obtained under a pledge or reasonable 

expectation of eonfidentiali~1 

(d) memoranda and work papers of employees, the 

eommissioner or thedeputy eommissioner prepared with the 

reasonable expectation of eonfidentiality. 

(3) with respeet to records described in subseetion 

(2) (e) the eommissioner shall, and with respeet to any other 

.' reeords,·the-~Gommis-sione~rmay~,~~pri0r-t·oc-pr0duG:ing--the=-reeords~c 

for inspeetion or eopying, eall a hearing (with notice 

'to interested persons) for the purpose of determining 

whether the reeords should be produeed. 

(4) Arequest for reeords shall be addressed to the 

eommissioner, who shall produee the reeords or a written 

refusal with speeifie reasons therefor within ten business 

days after the request is reeeived (exe~pt~reeords deseribed 

in subseetion (2) (e) as to whieh a hearinghas been ealled) . 

SECTION 214. Wis. Adm. Code seetion SEe 7.06 is amended 

to read: 
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SEC 7.06 Financial statements. (1) All financial 

statements required by chapt~r 551, Wis. Stats., or these 

rules shall be: 
r 

(a) prepared in abcGrdance with general ly accepted 

accounting principles a~~~~ed-efi-a-eefis~s~efi~-Bas~si and 

(b) ee~~~f~ed examined and reported upon by an independent 

certified public accountant, provided that this requirement 

may be waived by the commissioner ~fi-~a~~~etl~af-ease~-fe~ 

~eed-eatlse-sheWft and does not apply to interim financial 

statements unless otherwise required by the commissioner in 

particular cases. The accou~~~nt's report sh~ll meet the 

• _ requirements of rule 2-02 of regulation S-X of the U. S. 

securities and exchange commission and shall accompany t.he 

financial statements included in the prospectus. 

(2) Financial statements meeting the requirements of 

~fi~es~e~s7 permit the omission of one or more of the state-

ments herein required or the filing in substitution therefor 

of appropriate statements of comparable character. The 

commissioner may al so require the filing of other statements 

necessary or ~ppropriate for an adequate presentation of the 
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finaneial condition of any issuer or person whose financial 

statements are required, or whose statements are otherwise ' 

necessaryfor the protection of investors. 

SECTION 215. wis~ Adm. Code Chapter SEC 8 is iepealed 

and recreated to read: 

Chapter SEC 8 

ADMINISTRATIVE PROCEDURE 

SEC 8.01 Petitions for hearing. Every request for a 

hearing shall be in the form of· a petition filed with the 

eommissioner. A pet~tion for a hearing to review an order 
) 

shall plainly admit or deny ~ach speeific allegation, finding 

or conclusionin the order and incorporated papers (unIess 

the petitioner laeks sufficient knowledge or information to 

permit an admission or denial, in which case the petition 

shall so state, and such stat~ment shall have the effeet of 

a denial), and shall state all affirmative defenses. 

SEe 8.02 NoticesaL hearingandanswers ..... Anotieeüf 

hearing shall state the names of the parties to the hearing 

and the name of the hearing examiner. Unlessotherwise 

provided in the notice of hearing, the decision. of the 

hearing examiner shall be the final decision of the commis-

sioner. Every party' so directed in the notice of hearing 

shall file an answer plainly admitting or denying each 

speeific allegation and settirig forth affirmative defenses. 

UnIess a different time is provided in the notice of hearing, 

or by the designated hearing examiner for eause shown, every 

answer shall be filed not later than 10 business days 
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before the date of the hearing, or if a prehearing con

ference has been scheduled, not later than five business 

days before the date of the prehearing conference. Affirm

ative defenses not rai~ed,by answer as herein provided may 

be deemed waived. 

SEC 8.03 Appearances anddefaults. Each party shall' 

appear at the hearing and any prehearing confererice either 

in personor by a duly authorized representative. If any 

party, without good cause, fails to file an answer as 

provided in Wis. Adm. Code section SEC 8.02, or fails to 

appear at a hearing or prehearing conference of which the 

party has notice, such failure may be deemed a default and 

the hearing examiner may thereupon make a decision, enter an 

order, or otherwise dispose of the case. 

~EC 8.04 Form ofpleadings. All pleadings, briefs, 

decisions and orders filed or iss~ed in donnection with any 

--admin-istTati veproceedingunder-thisehapter- shall- be--~--

captioned "Before' the' Commissioner of Securities, State of 

Wisconsin" and shall be entitled "In the Matter of (name of 

partyor parties), Petitioner (or Respondent)." 

SEC 8.05 Record of hearings, transcripts, cost,s. (1)' 

A stenographic, electronic or other re cord of oral proceedings 

shallbe made 'in any case required by law. 

(2)' A wri ttentranscript of proceedin"gs shall be 

~repared.upon ,the request in writing (a) ofany party for 

the purpose of seeking arehearing or ju4icial review, 

or (b) of any person upon tender of the estimated costs of 
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transeription, adjusted to refleet the aetual eosts when 

determined. 

(3) A eopy of the written transeript of proceedings. 

shall be provided upon~h~ request in writing (a) of any 

party settin~ forth by affidavit filedwith the eommissioner 

the party's impeeuniousness, or (b) of any person upon 

tender of the estimated eosts of preparing the eopy, adjusted 

to refleet the actual costs when determined. 

SEC 8.0~ Service of orderso A eopy of everyorder 

-issued without a hearing shall be sent promptly by eertified 

mail to each party named in t'be order at his or her last 

known address or personal ly served upon the party or a legal 

representative. 

SEe 8.07 Effeötiveness of orders, notice. Everyorder 

is effeetive when signed. Mailing of any order, notice or 

other doeument under this ehapter to the last known address of any 

p~rson, or pers()I1_c:tl_s~r-y:j,c:!~L_c:g_I1sj::tt'llte§ notice th~_reof to the_per:-sgn ._ 

Chapter SEC 9 

FORMS' 

SECTION 216. Wis. Adm. Code seetion SEC 9.01 Forms is 

amended to read: 

SEC 9.01 Forms: (1) The following forms are preseribed 

for use ~8-~h~s-s~a~e under ehapter 551, Wis. Stats., and may 

be obtained from the Office of the eommissiöner of securities, 

Madison,' Wisconsin: 

u-l. Uniform applieation toregister securities. 

u~2. Uniform eönsent to service of process. 
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U-3. Uniform applieation for lieense as ~rek~r-clea~er 

er investment adviser. 

U-4. Uniform applieation for securities and eommodities 

indbstry representativifaQd/or agent. 

U-5. Uniform termination notice for securities industry 

representative and/or agent. 

A-~7--A~~~ieaeieft-ee-re~iseer-see~rieies-By-~~a~ifieaeieft~ 

A~~7--eeftSefte-ee-serviee-ef-~reeess-By-~ss~er-er-a~~~ieaft~7 

A-37--eeftSefte-ee-servi~e-ef-~reeess-BY-Breker-clea~eE-er 

iftvesemefte-aclviser7 

A-47--RefteWa~-a~~~ieaeie'h-fer-Breker-clea~er-~ieeftSe7 

A-57--RefteWa~-a~~~ieaeieft-fer-a~efte-~~eeftSe7 

A-67--RefteWa~-a~~~iea~ieft-fer-iftveS~ffiefte-aclviser-:l:ieeftse7 

A-~7--A~~:l:ieaeieft-fer-wieftclrawa~-ef-a~efte-~ieeftSe7 

e-:l:7--Re~is~ra~ieft-ercler7 

e-z7--Re~isera~iefi-ercler-fer-iftveSeffiefi~-eeffi~aftY7 

e .... 3 • .--Affieficlffiefi.~-ercler7' 

B-4.~-Ex~efisiefi-ercler. 

e-5.--Exeffi~e4eft-ercler. 

e-6.--Exeffi~~~eft-ercler-fer-seeeftclary-eracl~ft~7 

ED. Uniform applieation for registration, lieense, or 

membership ,as a bro~er-dealer or to amend such applieation. 

EDR(WI). Applieation for renewal of broker-dealer 

and agent lieense. 

EDW(WI). Applieation for withdrawal from the status 

of a lieensed broker-dealer. 
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IAR(WI). Application for renewal of investment adviser 

license and qualification of adviser representatives. 

IAW(WI). Application for withdrawal from the status of 

a licensed investment ~dviser. 

CSP. Consent to service of process by broker-dealer or 

investment adviser. 

R-~ RS-BD. Broker-dealer report of sales. 

R-~ RS-I. Issuer report of sales. 

R-3 RS-IC. Investment company report of sales. 

R~4 RS-FC. Finance company report of sales e~-Re~e9. 

R-5 RNC-BD. Broker-deaber report of· net capital 

computation. 

(2) Any other application, form or notice ffl~y-be-~i±e~ 

eeft~aiftift~ under chapter 551, Wis. Stats., shall include the 

information specified in the applicable statutory section or 

Tule, and may be filed with the commissioner in the form of 

a letter or memorandum. 

-110-



(1) I 

.f 77 


