Bartﬁll, Commissioner of Securitiez for
therﬁﬁa,& o ,ngéonaln an& auatmﬂlan of the @fflﬁl&l records
'@f the 8) flC% af tha F@Wﬁlssi@ﬂer of E%curltiaa,'cartlfy
fthat,th@ attached ru1@5~aﬁmpt1ﬁg various new provisions and

amending certain existing provisions of Chapters SEC 1

o
o

through 9 of the Rules of the Commissioner of Securities wex

&

duly approved and adopted by the Commissioner of Securities

on Coctober 19, 1977.

T further cextify that I have c@mparedgsaiévcmyisﬁ'af
the rules with the originals on file in this Office, and
that the same are true and correct copies thereof, and of
the whole of such originals.

TN TESTIMONY WHEREOF, I have

hereunto set my hand and the
official seal of thls Office on

ﬁhﬁb jff,/ﬁ&y of [V TRiLy ’
1977, in the City o oF Madison.

C@mmlgalmner”mf S@ﬁurxtiég;,




OFFICE OF THE
COMMISSTIONER OF SECURITIES
CETATE OF WISCOMSIN

In the Matter of
Wis; Adm. Code
e Rules of the b
77'C0mm155'0ner of SBecurities
Amendments,to,Chapters
- 8BEC 1 through 9

 ORDER ADOPTING
PERMANENT RULES

Pursuant to the authorlﬁy vegted in the

fW1sc0n51n Comm1¢51on@r of

w47551 63(1), wls. qtats., to

. carry out Chapter 551, the
‘E”Law,'and ta pratect publlc
QVjComm1351oner cf Securlties

“lf5ad0pts and amands ruleg ag

ecurlti@s,under section

make, amend and rescind

,;any rules, farmﬂ and Orqer& thmt ‘are neCQbsary to

W1566n91n Uniform Securiti
investors, Wisconsin
Jeffrey B. Bartell hereby

follows:



OFFICE-OF THE
- COMMISSIONER OF SECURITIES
STATE OF WISCONSIN

In the Matter of

Wis. Adm, Code CORRECTING

Rules of the AMENDMENT TO
Commissioner of Securities OCTOBER 19, 1977
Amendments to Chapters ORDER ADOPTING

SEC 1 through 9 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
resulting 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 rules be in proper sequence and that the omission
in the language of SECTION 211 be amended and corrected;
and : :

WHEREAS, the amendment does not involve a substan-
tive change to the Rules of the Commissioner of Securities,
but rather merely 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 orders that are necessary to carry out Chapter
551, the Wisconsin Uniform Securities Law, and to protect
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 repealed, 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,
respectively.




EFFECTIVE DATE

The amendment herein above shall take effect
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 l ZfKJ day of

at Madison, Wisconsin.

(SEAL) ‘ JEFFREY B. BARTELL

Commissioner of Securities.

RES:cam
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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 1.02(l) (b) is
‘amended to read: .

SEC 1.02(1) (b) "Circulation" means advertising mailed,
delivéred or communicated in substantially similar form‘to
more than the-number-of-persens-permitted-under-section

553 :234¥8y-or~-{t+iy7-Wisr--Statss 10 persons in this state

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

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

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

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

‘SECTION 2. Wis. Adm. Code section SEC 1.02(4) is

repealed and recreatéd to read: |

SEC 1.02(4) An "offer" within the meaning of section
551.02(11)(b), Wis;‘Stats., is involved, so far és the
security holders of an issuer are concerﬁed, where there.is
submitted to the vote of‘éuch security holders a proposal,
plan or agreement for:

(a) a reciassificatioﬁ of securities of such issuer
which involvés the substitution or exchange of a security

for another security;




(b) a statutory merger or consolidation in which
securities of such iésuer will become or be exchanged for
securities of any other issuer;

(c) a transfer of  assets of such issﬁer to another
person in consideration of the issuance of securities of the
.other person or any of its affiliates; or

(d) a sale of securities of such issuer to another
person in consideration of the issuance or’transféf to such
issuer of securities of the other person or any of its
affiliates.

SECTION 3. Wis. Adm. Code ‘section SEC 1.02(5) is
repealed and recreated to read:

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

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

a person to become a customer; client or subscriber.

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., includes:

(a) any investment in a common enterprise with the
expectation of profit to be derived through‘the essential
managerial efforté of somebne other than the investor. For
the purposes of this subsection, a "common enterprise" is:
one in which the fortunes of the investor are interwoven
with and dependent upon the effdrts and successes of those

seeking the investment or of a third party; and

T
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(b) any investment by which an offeree furnishes
initial value to an offeror, and a portion of this initial
Qalue is subjected to the risks of the enterprise, and the
furnishing of the initial value is induced by the offeror's
promises or‘representatiohs which give rise to a reasonable
understanding that a valuable benefit of some kind over and
above the initial value wiil accrue to the offeree as a
result‘of the operation of thé enterprisé, and the offeree
does not receive the right to exercise practical and actual
control over the managerial decisions of the enterprise.

SECTION 5. Wis. Adm. Cade section SEC l.QZ(7),is
created to read:

SEC 1.02(7) "Branch office" means any branch office,
sales office or office of supervisory juriédiction registered
under the rules of any national securities exchange or
national securities association of which the broker-dealer
is a member, or any place of business.of three or more
licensed agents; in this state.

SECTION 6. Wis. Adm. Code Chapter SEC 2 Registra£ion
of‘Securities (Title)vis amended to read:

Chapter SEC 2
REGISTRATION OF-SECGBRIFPIES EXEMPTIONS

SECTION 7. Wis. Adm. Code section SEC 2.01(l) is

.

répealed.

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

renumbered as SEC 2.01(1), and as renumbered, is amended to

read:



SEC 2.01 EBxempt securities. (i)(a) Any revenue
obligation payable from payments to be made in respect of
property or ‘money used under a leasef sale or loan arrange-

vment by or for a nongovernmental industrial or commercial
enterprise, is exempted uﬁder section 551.22(1), Wis.
'Stats., if:

tay 1. The enterprise is a public utility described
under section 551.22(6), Wis. Stats., 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»of the proposed offering
including the offering statemeht or prospectus is filed with
the commissioner prior to.the offering; |

tb}» 2. Any securities of the enterprise, 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 theAproposed offering
including the offering statement or prospéctus is filed with
the commissioner prior to the offering; or

fer 3. A notice of the proposed offering is filed with
the commissioner, including a trust indenture mee£ing the
requirements of Wis. Adm. Code section SEC 2+67 3.24, an
official sfatement or a prospectus meeting the requiremeﬁts
of Wis. Adm; Code section SEC 2+66 3.23, and such additional
information as the éommissioner may require, and the commis-
sioner does not by order deny the exemption within 20 days

of the date the notice is filed.

T AN |




(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 KS)‘afe renumbered,SEC 2.01(3), (4), (5) and (6),
réspectively,
| SECTION 10. .Wis. Adm. Code section SEC 2.01(2) is
created to read:

SEC 2.01(2) For purposes of Sections 551.22(3) and
551.22(6), Wis. Stats., an issuer or a guarantor is "subject
to regulation‘in respect df Phe issuance or guarantee of its
éecurities by é governmental authority" if that governmental
authority has authority to regulate the issuer's or guarantor's
business and the terms of:

(a) fhe issuer's or guarantor's equity securities and
.debt securities with a‘maturity of one year or more; or

(b) thelparticular securities to bé offered and sold.

SECTION 11. Wis. Adm. Code section SEC 2.01(3) as
renumbered‘is amended to read:

SEC 2.01(3) Any security listed, or'approved for
listing 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.y-as-igs—any
ethef—seeufity—ef—the—saﬁe—issuef—whieh—isJeé—senief—ef
substantia}}y—equal—fankr—any—seeufityfeaiied—fef—by—sub-
geriptien-rights-er-warrants-geo-tisted-or-approeved;-0¥-any

warrant-er-right-to-purehase-er-subseribe-te-any-of-the




feregéiﬁg¢—pfevideé—éhat—any—sueh—seeuriﬁy—eéféfeé;iﬁ
exehange—fef~seeuriéies—ef—aﬂy—eéhef—issuer—is—exempte&—eniy
if~the;issaef—fiies—wiéh—the—eemmissienef—a-netiee-ef—the
prepesed-offeringr-inethding-the-prospeectus-to-be-used-in
eenneeﬁien—thefewitﬁ—ané—sueh—aéditienai—infermatien—as-he'
may—fequireT—and—the—eemmissiehef—éees—net—byfer&er~aisaiiew
the-exemption-within-16-days~s
- SECTION 12. Wis. Adm. Code section SEC 2.01(4) as

renumbered is amended to read: | |

SEC 2.01(4)(a) Any evidence of debt issued by a domestic
non—prbfit corporation to persons other than its members is‘
exempted under secﬁion'551.22(8), Wis. Stats., if the issuer
or a liéensed broker-dealer files a notice of the proposed
issuance in the form prescribed by the commissioner, including:
a trust indenFure meeting the requirements of Wis. Adm. Code
section SEC‘QTG?{Q* g;gilunder which such evidence of debt
is proposed to be issued; a prospectus describing the-tssuers
the trust indentﬁre'and—the—evidenee—eﬁ—éeb%—pfepesedate—be
igsuedy-whieh-shall-be-given-er-sent-to-ecach-person-te-whem
an—eééef—eé—sueh—eviééﬁee—ef—éebﬁ—is—made—at—the—time—er
'Eimes-speeiﬁieé—iﬁ—WisT-Aémf—eeée—seetien—SEe—Q796%i}; and
such additional information as the commissioner may reduiré;
and the commissioner does not by order disaiiew deny or
revoke the exemption within 10 days ef—suehishGEEer—éefieé

as-he-may-permit.




(b) A person does not become a "member" for purposes

of section 551.22(8), Wis. Stats., solely by reason of the

purchase of the issuer's securities.

SECTION 13. Wis.‘hdmf Code section SEC 2.01(5) as
renumbered is repealed and recreated to read: .

SEC 2.01(5)‘,"Commercial paper" exempted under section
551.22(9), Wis. Stats.,'means any note, draft or bill of
exchange, which:

(a) evidences an obliéation to pay cash within 9

-months of the date of issuance, exclusive of days of grace,
any renewal of such paper whiEﬁ is likewise limited, or any
guarantee of such paper or such renewal;. |

{b) 1is offered or sold £hrough a broker-dealer, or an
institution described in section 551522(3ih Wis. Stats.,'or

a state or any agency or political subdivision thereof,

whether such person is acting for itself or for the account

of a customer;

(c) 1is not offered or sold to the general public by
means of the publication or circulation of any advertising;

and

(d) 1is issued to finance liquid current assets
(including inventorieé and receivables) orlcurreﬁt,operatingv
expenses. |

SECTION 14. wis. Adm. Code section SEC 2.01(7) is
created to read:

SEC 2.01(7) A notice filed under section 551.22(10),

Wis. Stats., shall consist of a complete description of the



plan, including ehy adVertising to.- be published, circulated

or used. The exemption'mayéhe denied if the plan is unfair
oi ineguitable to purchasers of securities thereunder. If the
plan involves purohases‘of the employer's securities, a plan
may be deemed unfair or inequitable unless:

(a) the formula price at which employees may purchase
shares is calculated at least annually, and is not less than
85% of the fair market value of the shock'at the beginning
of the l-year purchase period or £he.end of the purchase |
period,»whicheVer is lower, and shares purchased are fully
paid for at the end of each period, stook certificates are
issued and no fractional sharee are issued;

(b) the issuer files an undertaking to deliver to all
participating employees copies of the issuer's annual
financial statements;

(c) a participating employee has the right to Withdraw
from the plan at any time w1thout penalty;

(ay if there is no adequate public market for the
iseuer'sishares.as defined in Wis. Adm. Code section SEC
3.02(1) (b), the issuer offers to repurchase the shares aE a
price determined by the same formule pursuant to which the
sharee were purchased by the employee under the issuer's
plan, upon the happening of either of the following events:
| 1. the employee ceases to be employed by the issuer
(or a subsidiary), and a written request for repurchase is
received by the issuer within 180 days after termination of

employment; or



2. the employee. experiences severe financial hardship
due to illness or death in the immediate family, major
uningured caeualty lose, or ether unforeseen events, and
delivers to the issuer ‘a written irrevocable election to
have the issuer repurchaselthe 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
Ihardship exists; | |

(e) all funds contributed to the plan for the purchese
of shares are protected from *claims of creditors of the
issuer;

(£) any”withholdin@ from an employeeis compensation is
limited to not more ‘than 10% of such compensation each pay
period; V

(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 under the plan
are not registered under the securities act of 1933, the
issuer files a satisfactory opinion of counsel as'tovits
exempt status under that act. |

SECTION 15. Wis. Adm. Cede section SEC 2.02(1) (a) is
amended to read:

SEC 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 common control with the




issuer and not involving a distributidn; but if the sale is
effected through a broker-dealer and-the-seeurity-is-net
‘quaiifieé—undef—seetien-SS}723£3+7—Wi57-5tat57, the trans-
action is deemed isolatfed _only if the—aggregate—ef‘all
transactions in the’secufity effected by or through thé
brokér-dealer during—the—prier—iz—menths are iéolated; a.

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: L

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 pfescfibed by the commissioner, including the latest
prospectus filed under the securities act of 1933 describing
the securities proposed to be SOld, and the information
.concerning the public mafket for the security specified in
Wisf Adm. Code section SEC 3.02+42¥ (1) (b). Such exemption,

unless &isaiieweé denied or revoked by order of the commissioner

within 10 days, is effective So long as the issuer is filing
periodic information, documénts and reports under séction
15(d) of the éecurities exchange act of 1934.

SECTION 17. Wis. Adm. Code section SET 2.02(3) (b) is
amended tb read:

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

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

—TE
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files a notice of the proposed sale in-the-form-preseribed
by-the-eemmisgiener, including: the prospectus used in the-
most recent foering of the securities proposed to be sold;
any information specifieanin Wis. Adm. Code sections SEC |

2-05-and-2+06 3.22 and 3.23 and not contained in- the filed

prospectus; the trust’indenture( if any, under which the
securities proposed to be sold are issued; tﬁe inforﬁafion
~concerning the publie market for the security specified in
Wis. Adm. Code section SEC 3.0242} (1) (b); a balance sheet
of the issuer as of the end of the last fiscal year ef'the
issuer preceding the date of filing and an-ineeme-statement

statements of income and changes in financial position and

analysis of surplus for such fiscal year meeting the require-

ments'of Wis. Adm. Code section SEC 6+68% 7.06; an undertaking

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

respect to a corporation organized and operated not for

private‘profit but exCiusively 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 yearf and an undertaking to
furnlsh the commissioner with a written report within 30

days after the happening of any materlal event affecting the
.issuer or the securities proposed to be sold, Such exemption,
unless disallowed by order of the commissioner within 10

days, is effective so iong es the information required to be
furnished is kept current. Phe-netice-may-be-filted-by-a

Iteensed-broker— éea}ef FE~ the -izsuer— fatis to—-consent—ke

-1]1-




sueh—fiiing—and—thefe—is—aQpabiie—mafket—fef—the-seeufity7

in-whieh-ease-the-netiee-shaltl-inetude-sueh-information-as

is—knewn—by—sueh;bfekef-éeaier—ef—ean—be—fufnisheé—by—it
'withéat—anreasenab&e—e€¥er%—ef—expense7

SECTION 18. Wis. Adm. Code section SEC 2.02(5) is
amended to read:

SEC 2.02(5) A "financial institution or institutionai
iﬁvestor" within the meaning of section 551.23(8), Wis.
Stéts., includes:

| (a) an endowment or trust fund of a charitablé organ-
ization specified in section 170(b) (1) (A) of the internal
revénue code; |

(b) an issuer which has any class of securities
registered under section 12 of the securities exéhange act
of 1934, and any wholly owned subsidiary thereof; and

(c) any other corporation, partnefship or association
Whicﬁ has been inlexistencé for 10 years or whose net assets
exceed $250,000, and whose principal purpose as stated in
its articles, by-laws or 6ther organizational'instrument is
investing in securitiest-previded-that-any-breker-deatesr
'shaii—ebtain-feeefds—eeﬁfirming—sueh—faets—pfief—te—effeeting

transaetiens—with-any—sueh*persenr; and

(d) any other person or entity whom the commissioner

by order designates.

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

amended to read:

-12-




SEC 2.02(6) With respect to an offer or sale of a
security exempted under sections 551.23(10) or (11), Wis.

Stats.:

(a) offerees or persons holding directly or indirectly

all the issuér's securities include all joint or -common
"owners and all beneficial owners of its securities, and all
benef%cial owners of any corporation, partnership, association
or trust holding any of the issuer's securities‘and brganized

in connection with the offer or sale of such securitiess,

provided that any relative or spouse, or any relative of

such spouse, having the same*home as the offeree or person,

shall not be deemedla separate offeree or person;

(b) issuers affiliated by reéson of direct or indirect
control or persons affiliated by reason of direct or indirect
control of any issuer are deemed to be a single issuér or
person; butvthe commissionef may by order exempt the offer
or sale of securities by any such affiliated issuer or
person upon the filing bf a notice of the prdposed sale and

such other information as he the commissioner may require,

if he-finds-that it is not part of a common business purpose
or plan of offerings;
(¢) . a reasonable commission or fee may be paid to a

tieensed broker-dealer licensed in this state for services

rendered in connection with a sale of securities effected

under these sectionss; a commission or fee will be presumed

reasonable if it does not exceed the amount permitted under

Wis. Adm. Code section SEC 3.01(1l); and

-13-~




(d) Aﬁy—issaef—ef—eéhefhpefsén—se}iing—seeufities
under-these-seetions~shati-£fite-with-the-cemmissiener-a
fepert—ef—saeh—saies¥en;a—ferm—preserébed—by—him7—within—39
‘days-aftef—ehe;aggfeghte—ameunt—ef—sueh—saies—in—éhis—state
exeeeds-$56}669—er—saies;afe—effeeted—te—an—aggregate—ef—%é
persens—inféhis—state—within—a—3—year—periad7—setting—ferﬁb
thefname-éné4address—ef-the—issuer—and—eaeh—purehaser-in |
this—state%fa-desefiptienref—the—Seeurities—seid7—the—ameunt
‘efQSeeurities—gné—priee—paid—by—each—purehaser—and—the—date
‘0f—each-transaetienr——Eaeh—such—persen—shaiiQEiie¥with—the
eemmissiener-supp&ementai—répefts-withinfae—dayé—aftef—the,
end—ef—eaeh—ea}endar—qaafter—in—whieh—furthef—saies~ef—the’
securities-are-effeeteds o

{e} the exemption for any offer or sale under these

seetions section'551.23(ll), Wis. Stats., is withdrawn with

respect to:

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

investment contract, or certificate of interest or partici-

pation in an o0il, gas or mining title or lease or in payments

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

maximum 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

issﬁer during the prior 12 months, exceeds $100,000, unless : :

the issuer files a notice of such proposed offer or sale : i

with the commissioner, including any prospectus, circular or

_14_




other material to be delivered to offerees, and such other

information as the commissioner may require, and the commis-

sioner does not by order withdfaw, deny or revoke the

exemption within 10 day%®; .

2. any—offer—er-saié-by—ef¥en—behaif—ef—any—issuef—ef
ether—persen—whe—has—faiieé—te—fi}e—the—mestfeuffent—feéeft
ef-saies—speeifiéd—in—sabseetien—{G}%é}T aﬂy 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., br any
predecessor law and are held by-mere-than~1086-steckhelders
ef—reeefd-in—this-stateT—if—thé—sa1e7—ineiuding—any—ehher
sates-by-gsueh-pergon-of-seenrities-ef-the-game-elass-during
the—prier—&Q—menthsT—exeeeés—i%—ef—the—eutstanding—sharés—ef

wnits-ef-that-etass of record by more than 100 shareholders

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

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

3. any offering or sale of securities registered under
the securities act of 1933 or exempted by regulations A or B
thereunders, ‘unless permitted by order of the commissioner

in compliance with such conditions as he the commissioner

may.prescribe for-the-preteetion-of-purehasers.
SECTION 20. Wis. Adm. Code sections SEC 2.02(9), (10),

and (11) are renumbered SEC 2.02(10), (11) hnd.(?), respectively.
SECTION 21. Wis. Adm. Code section SEC 2.02(9), as

renumbered, .is amended to read:

-15-




"SEC 2.02(9) (a) "Stock split" within the meaning of

sectidn 551.23(14), Wis. Stats., doesnot include any action

by the corporation1having7?ef-intended—te'which has or may
havey the effect of ctnsolidating securities of a class of
outstanding equity securitieé into a smaller number of
securities of that class+;

(b) "Stock dividend" within the meaning of section

551.23(14), Wis. Stats., includes the issuancé of shares

under a dividend reinvestment plan in which the election by

a shareholder to participate in the plan is voluntary and

such election may be rescinded at any time upon notice to

the issuer.

SECTION 22. Wis. Adm. Code section SEC 2.02(10) (Iﬁtro.)
- is amended to read:

SEC 2.02(10) ©Notice of an offer of an evidence of
debt of a non—prbfit corporation exeﬁpted under section
551.23(15), Wis. Stats., shaii be filed in the form pre-
scribed by'the commissioner, and shall include: a trust
indenture meeting the requirements of Wis. Adm. Code |
section SEC 2:6743% 3.24 under which the evidence of debt
is proposed to be issued; a prospectus describing‘the
issuér,vtrust indenture and évidence of debt proposed to be
issued, wﬁich shall be given or sent to each person to
Whom an offer of such evidence of debt is-made at the time
or times specified in Wié. Adm; Code section SEC 2+66+41}
3.23(1); such additional information as the commissioner

may require; and
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SECTION 23. Wis. Adm. Code section SEC 2.02(10)(b), as
renumbered, is repealed and recreated to read:

SEC 2.02(10)(b) With respect to an offer qualifying
under'subsection (lS)%b[.thereof, a balance sheet of the
issuer as of the end of the last fiscal year of the issuer
precéding the daté of filing, and statéments of income and
changes in financial position and an analysis of surplus. of
the issuer for each of its three immediately preceding
fiscai years meeting the reqﬁirements of Wis. Adm. Code
section SEC 7.06.

- SECTION 24. Wis. Adm.»Gode section SEC 2.02(11)(a), as
renumbered, is amended to read: | |

SEC 2.02(llj(a) Any isdlated issuer transaction relating
to redeemable securities of an investment company registered
under theyinvestment company act of 1940, effected through a
licensed broker-dealer pursuant to an unsolicited order or
of fer to purchase, provided that the broker-dealer obtains
from the purchaser a written acknowlédgment'that such Eurchase
was unsolicited or the confirmation delivered to the purchaser

or a memorandum delivered in connection therewith confirms

that such purchase was unsclicited by the broker-dealer or

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

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

transactions during the prior 12 months.

SECTION 25. Wis. Adm. Code section SEC 2.02(1l1l) (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 tranéactioh not involving a public offering
under the securifies act of 19337-e*-te—-the-employees-er
agents—ef—theFissuef—pd%suant—te—a—steek—eptien—p%an—ef—the

issuwery which the commissioner may by order exempts upon

application filed by the issuer or seller, inclﬁding such

.information as the commissioner may require, and-whieh-is .

effeéted in compliance with such conditions as the com-
missioner may prescribe Eer—the—pfeteetien—of-investers.
SECTION 26. Wis. Adm. Code section SEC 2.02(1ll) (f)
is created to read: | L '
SEC 2.02(11) (f) Any offer or sale of securitieé to the
employees or agents of the issuer or its subsidiaries pursuant

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

commissioner a notice consisting'of a complete description

. of the plan including any advertising to be published,

circulated or used, and the commissionef by order exempts
the plan; The commissioner may find such Qrder inappropriate
for the protectioﬁ of investors unless:

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

2. the total amount of options and the exercise price
meet-the requirementé of Wis. Adm. Code sections SEC 3.03(4)
énd (5); |
| 3; thé issuer files aﬁ undertaking to deliver to all
participating employees cppies of the issuer's. annual |

financial statements;
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4. installmentrpayments for shares -issued upon
exercise are not permitted;

5. certificates are-issued upon exercise;

6. | the plan meets the repurchase standards of Wis.
Adm.‘Code section SEC 2.01(7) (4);

7. all shares issued under the plan have Qoting,
dividend and liquidation rights meeting the fequirementsAof
Wis; Adm. Code section SEC 3.07; and

8. if the shares to be issued under the plan are not
registered under the securities act of 1933, the issuer
files a satisfactory opinion‘bf counsel 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 licensed broker-dealer
pursuant to a preliminary prospectus, provided the securities
are the subject of a registration statement filed under
sections 551.25 or 551.26, Wis. Stats., or a notice filed
under sections 551.22(1) or (85 or 551.23(12) or (15), Wis.
Stats., and provided that such preliminary prospectus has
been filed with the U. S. securities and exchange commisgsion
or the commissioner for a period of 10 days, and: the commis-
sioner does not by order deny the exemption.

SECTION 28. Wis. Adm. Code section 2.03.(1) is amended
to read: |
SEC 2.03(1) A notice of exemption pursuant to sections

551.22 or 551.23, Wis. Stats., is not deemed filed until
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payment of the examination fee prescribed by Wis. Adm. Code
section SEC 6=6%+%) 7.01(1).

SECTION 29. Wis. Adm. Code sections SEC 2.04, 2.05,
2.06, 2.07, 2.08, 2.09,~and 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~

PENFAE7-SBSRENSEON-AND
REVOEATEON-OF -REGE5FRAPEIONS

REGISTRATION REQUIREMENTS
AND PROCEDURES

SECTION 31. Wis. Adm. Code section SEC 3.02 (Intro.) is
amended to read:

SEC‘B.OZ Offering priée. The offering price of any
"Security shail be fair and equitable to burchaser57;taking
into-account-ati-retevant-faeters. With reépect to common
stock, the offering price shall be reasonably related to the
existihg public market for the stock or to the net earnings
of the issuer as stated in the prospectus.

SECTION 32. Wis. Aam. Code‘sections SEC'3.02(1) and
(2) are repealed and Wis. Adm. Code section SEC 3.02(1) is
recreated to read:

SEC 3.02(1l) With respect to common stock of issuers
nét in the promotional or aevelopmental stage, the offering

price may be deemed unfair or inequitable to purchasers .

unless:
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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, |
‘andvdoes no£ exceed 25 times its everage annuel net earnings
per share for the last ‘3 years; prior to the proposed offering
date, or does ﬁot exceed such other multiple of net earnings
as the commissioner may prescribe; 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 adequete if: fhefe
were at least 560 holders of such stock at the beginning and
end of the 6-month period preteding the date of the filing;
200,000 shares of the stock are publicly outstanding (exclusive
of shares held by officers, directors,vor-S% shareholders) ;
2 broker}dealers,regularly make a market in the stock; one
financial publication regularly quotesAthe market price if
the stock is not listed on a‘national securities exchange;
and traaing of the issuer's stock in the é—month:period
precedingbthe date of the filing averaged at least 100
transactions or 5% of the outsfanding shares (not including_
shares held by officers, directofs'or 5% shareholders) per
month; or

‘(c) wherevno adequate public market exists, informa-
tion satisfactory to.the commissioner is filed justifying
the proposed offering price-earnings ratio in relafien to
price~earnings ratios of companies comparable to the issuer
in terms of size, history of operations, industry and

products, and other relevant factors; such information may
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be containéd 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) ,~ and as renumbered is amended to

read:

SEC '3.02(2) ¥f-the-issuer-of-the-steek-is With respect

to common stock of issuers in the promotional or developmental

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

infermatien—preseribed—in—sngeetiens—{2+—ané—%3}—is—net
fequired7—but the éffering price shall be reasonably related
to the price paid for the stock by promoters of controiliﬂg.‘
persons of the issuer in transéctions 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: |

SEC 3.02(3) For purposes of this chapter, an issuer in
the "promotional or developmental 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 SEC 3.03(1) is

amended to read:

SEC 3.03(1) With respect to restricted or qualified

stock options to employes for incentive purposes, including

employe stock purchase agreements extending for a period of

more than one year, shat}-be the options are reasonable in

number and method of exercise.
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SECTION 36. Wis. Adm. Code section SEC-3.03(2) (Intro.)

is amended to read:

SEC 3.03(2) With respect to options or warrants to
underwriters ére—presum&d:reasenabie—if—they—satisfy—a}i—ef
the—fe}iewing—eenéitiens7—but—the—eemmissfener—may—waive—any
effsuch—een&itiens—if—the—anderwriting—arrangements—have
been—reviewedfby—the—Natienai—Asseéiatien—ef—Seeafities
Beaiers7—Ener7—gné—have—neé—been—feuné—te—iﬁveive—uﬁfaif—aﬁd
unreasenabie—underwfitefsl—eempensatien:'

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

amended to read: BN

SEC 3.03(2) (a) the dptions or warrants. are—-issued-ko
managingfunééEWfiters—under—a—firm—unéefwriting—agfeement.‘

are not granted to the underwriters until the entire issue

has been sold, previded-they and are not transferable except

among the partners or steekhetders shareholders of the'

underwriters;

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

amended to read:

SEC 3.03(2)(b) the options or warrants are issued to
managing underwriters under a firm underwriting agreement,
‘provided-they and .are not transferable except among the

partners or steekheiders shareholders of the underwriters;

SECTION 39. Wis. Adm. Code section SEC 3.03(2) (¢) is

amended to read:

SEC 3.03(2) (c) the exercise price of the options or

warrants is at least equal to the public offering pricé plus
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a step-up of said public offering price of either 7% each
~year -such -options or ‘warrants are,dutstanding, so that the
exercise price thréughout the second year is 107%, throughout
the third year 114%, thtoyghout 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 issueds;

SECTION 40. Wis. Adm. Code section SEC 3.03(2)(d) is
amended to read: | e | |

SEC 3.03(2) (d) the options or warrants are issued by a
company which is in the proﬁotional'or development stage, 6r‘
vwhich'lacks a public market for its stock, or other factors
vjustify the issuance of options to bbtain underwriting
services; provided that the direct comﬁissions to.the under-
writers are lower than the usual and customary commissions
in the absence of such optioné or warrantss;

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 ﬁith
the offering fully discloses the terms and the reason for
the issuance of such the options or warrants, and, if sueh
‘the reason‘relatesito futﬁrevadviSory services to be performed
by ﬁhe underwritef, a statement to that effect is placed in

the prospectuss; and
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SECTION 42. Wis. Adm. Code section SEC 3.03(3) is

amended to read:

SEC 3.03(3) With respeét to options or warrants issued
to financing institubiops, other thaﬁ underwriters, - in
connection with financing arrangements made by the issuer
are-presumed-reasenable-if-they-satisfy-ali-ef-the-folltowing
‘eenditiong: | -

'SECTION 43. Wis. Adm. Code section SEC 3.03(3)(a) is
amended to read:

SEC 3.03(3) (a) +the options or warrants are issued in
- connection with the issuance.of the evidence of indebtedness
of the loans; 7

SECTION 44. Wis. Adm. Code section SEC 3.03(3) (b) is
amended to read: |

SEC»3.03(3)(b) the options or warrants e#pire not
later than 2 years after the final.maturity date of the loanw;

SECTION 45. Wis. Adm. Code section SEC 3.03(3) (c) is
amended to read: |

SEC~3.03(3)(C) thé options or warrants are issued as
a result of bona fide negotiations between the iSsuer and
parties not_affiliated with the issuerri

SECTION 46. Wis. Adm. Code section SEC 3.03(3) (d) is
émended to read:

SEC 3.03(3)(d) the exercise pricé of such optionsbor
warrants 1s not less than the fair market value of the stock

subject thereto on the date the loan is approveds; and
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SECTION A47. 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 resefved for issuance at the date of the public
offering‘sha&i—be—reasenabier-—The—ameunt—ef—eptiens—and
warfants—is-presumed—reaseﬁabie—if—the—number—ef—shares
subjeet—té—sueh—eptieas—ané—warfants, excluding eptiens
those issued to financial institutions and eptiens those
issued in connection with acquisitions, does not exceed
either 10% of the shares to be outstanding upon compietion
of the offering or 10% of the shares outstanding during the
period the registration statement is effective. The number
of oﬁfions and warrants reserved for issuance may be dis-
regarded if the issuer files an undertaking or states in the
prospectus that the amount of ouﬁstanding options and warrants
shall not exdeed the above amount during the period thé
registration statement is effective. |

SECTION 48. Wis. Adm. Code section SEC 3.04(1) is
amended to‘read:

SEC'3;O4 Promotional or cheap stock. (1) An;e£fering
The offer or sale of equity securities or securities convertible
into equity securities may be déemed unfair and ihequitable
to purchasers and to'involve unreasonable amounts of promoters'
profitsyor participationsy if unreasonable amoﬁnts ofipro—
motional oflcheap stoék'have been issued or sold prior to

the offering.
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 SECTION 49. Wis. Adm. Code section SEC 3;04(3)(0) is
amended to read:
| SEC 3.04(3) (¢) iThe proposed offering price of the.
equity securities does mot exceed thé multiple of'earnings

prescribed in Wis. Adm. Code section SEC 3.02(1) (a) for each

of the last 2 years prior to the public offering date, after
taking into account the promotional or cheap stock issued.
SECTION 50. Wis. Adm. Code section SEC 3.04(4) is

amended}to read:

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

~or cheap stock is presumed reasonable within the meaning of

subsection (3), the commissioner may require as a condition

of registration ef-sueh-seeurities that allror any part of
the promotibnal or cheap stock ef-the-issuer be deposited in
escrow pursuant to seetien-55%-27{7?})y-Wisv-Gtats-y-fer-sueh
perieé—aﬁé—aﬁdef—saeh—éenditieas—as—he—may—pfesefibeT—and
may—%hén—éetefmiﬁe—that—the—effefing—éees—net—inveive
uﬁfeasenabié—pfemeéefsl—pfeﬁits—ef—partieipaﬁiensT-iﬁ—the
aggregate-ameunt-of-prometionat-er-cheap-steeky-exeltuding
any—ameuﬁt—as—%e—whieh4the—eeﬁsiéefééieﬁ—paid—was—reasenab}e
relateé-te—éhefpub&ie—eféefing—pfieeT—éeesfnet-ekeeeé—ﬁé%feﬁ
'the4ameunt—e£—stéek—%e—be~eutétanéing—en—eemp}eﬁien—gf—ﬁhe‘
eééefing—ef—euﬁstanding-éufing—the—pefied4the—fegisﬁfatien

statement—-is-effeetiversuch conditions as the commissioner

may prescribe, including:
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{a) Stock subject to the escrow agreement may not be

released until such time as the company has demonstrated by ’

financial statements examined and reported upon by an-

independent certified plublic accountant, that earnings per

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

public offering price per share for any 3 yearsiending after

the pubiic offering, 2 of which must be consecutive; if

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

- escrowed shares have not been released from the escrow

requirements, the owners of the escrowed shares shall

collectively elect to: >

1. return to the issuer and cancel a sufficient number

of escrowed shares to cause the issuer's aggregate pro forma

earnings per share for the 5 Years to have been 12% of the

public offering price per share, in which case the escrow

‘agreement shall be terminated and the remaining shares

released from escrow; or

2. submit to the commissioner a proposal for extension

or modification of the escrow agreement, provided that

notice of the proposél is given to all of the shareholders

in such form as the commissioner requires and a hearing

thereon may be called by the cbmmissioner; the burden of

justifying an extension or modification of the escrow

agreement shall be on the owners of the escrowed shares;

after notice and opportunity for hearing, the commissioner

may order extension or modification of the escrow agreement

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

of the escrowed shareé shall return shares to the issuer for

cancellation as specified in subparagraph 1. of this section;

(b) the foregoind" notwithstanding, 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 escrow;

‘2. transferred by will or pursuant to the laws of

descent and distribution, without the consent of the commissioner,

but shall remain in escrow; and

3. transferred if the commissioner grants a request

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

"the reason . and proposed consideration for the transfer, and

that the transferee shall agree to redeposit the shares in

escrow under the same terms;

(c) the shares held under an escrow agreement pursuant

to a public offering shall not have any right, title,

interest, or participation in the assets of the issuer in

the event of dissoclution, liguidation, merger, consolidation,

reorganization, sale of assets, exchanges or any transaction

or proceeding which contemplates or results in the distribution

of the assets of the issuer, until the holders of all unescrowed

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

set aside for them an amount equal to the purchase price per
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share in the publicgbffering, adjusted for stock splits and

stock dividends;‘subsequently, the escrowed shares shall be

entitled to receive an amount equal to the tangible con-

siderétion furnished for the shares, and thereafter, all

shareholders shall participate ratably;

(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 paid to the escrow agent and held pursuant to the terms

of the agreement; may be used to satisfy the requirements of

subsection (c); and in the evbnt any shares held under an

escrow agreement are returned to the issuer for cancellation,

all dividends paid on such shares and held in escrow shall

also be returned to the issuer;

(e) the escrow agreement shall include provisions to

permit the commissioner, upon a finding of a violation of

this chapter, and Where necessary for the protectioﬁ of

security holders 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 terms and conditions of the escrow agreement

may be terminated, revoked, modified, or released only upon

the written consent of the commissioner.

SECTION 51. Wis. Adm. Code section SEC 3.05(l) is

amended to read:
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SEC 3.05 Promoters' investment. (1) The offering
or sale of .securities of an issuer in the promotional‘or
~ developmental stage may be deemed unfair and inequitable to
purchasers unless the fair value of the equity inVestment of
‘the officers, directofs, and promoters of such issuer,
determinéd 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. Code section SEC 3.05(2) (a) is
amended to read:

SEC 3.05(2) (a) The "fai¥ ‘value of the equity investment®
of the officers, directors and promoters" means the total of
all amounts paid to.the issuer in cash tegether-with and the
reasonable value of all tangible asséts paid to the issuer,
as determined by independent appraisal or otherwise, and as

adjusted by any-earned-surpius the retained earnings of the

issuer subseqﬁent 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) "Total equity investment" means the
totél of the par or stated value of all securities of the
issuer outstanding of offered or proposed to be offered, and

the amounts of sufp}us—e£—aﬁy—kindT—regard}ess—ef—désefiptien

and-whether-er-net-restrieted any additional 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. ’(l) The
offer or sale of preferred stock of an issuer may be deemed
unfair and ipequitable to purchasers unless the net earnings
of the issuer, for its last fiscal year prior to the offering
and for the average of its last 3 fiséal years prior to the
offering, are sufficient to co&er the dividends on the
preferred stock proposed to be offered. Net eérnings shall
be determined exclusive of non-recurring items and shall be
adjusted for any préferred stbek to be redeemed with Ehe.
proceeds of the offeriné, less applicable income tax effects.
The commissioner 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
unless the net earningsrof the issuer, for its last fiscal
year prior to the offering and for the avérage of its last.'
3 fiscal years prior to the offering, are sufficient to
cover the interest réquirements on the securities proposed
to be offéred. Net earnings shall be determined before income
taxes, depreciation and extraordinary items, and shall be
adjusted for any debt securities to be redeemed with the
proceeds of the offéring. The‘commissionér may waive the
foregoiné requirément 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 réad:

| SEC 3.06(3) If the issuer has made -or proposes to make
any material acquisitfions subsequent to the last year specified
in.subsectibhs (1) or (2) ef-this-rute, the earnings er-eash
few for such year shall be restated on a pro forma basis to
ineiude reflect such acquisitions.

ASECTION 58. Wis. Adm. Code section SECv3.06(4) is

amended to read:

SEC 3.06(4) The offeringror sale of éreferred'stock or
'debentures by an issuer in the 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;AAdm. Code section SEC 3.06(5) is
amended to read:

SEC 3.06(5) ~This rule does not appiy'to the offering =
or sale of (a) debt securities by a’nonprofit'issuer under |

section‘551.23(15), Wis. Stats.; (b) industriail-development

revenuwe-bendsy-+fe} securities issued pursuant to a voluntary
or involuntary corporate reorganization: or +4d¥ (c) securities =

~of an issuer whose financial structure or the issuance of

T

whose securities is requlated by a federal or state govern-

T

mental authority. ‘ - ‘ ' ==

SECTION ©0. ‘Wis. Adm. Code section SEC 3.06(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 pfior to maturity (except pursuant to sinking fund
provisions. or optional redemption proVisions on specified
dates) unless made in_compliance with the following provisions:

(a) Threshold Test. Subject to subsection (b), an
issuer ﬁay repurchase its debt securities at the request of
the holders if its aggregate net earnings for the 3 preceding
years and in the year immediately preceding the year of
repurchase equalled or exceeded its aggregate fixed charges,
as evidencea by a written statement of an independent
certified public accountant, in connection wifh the annual
examination of the issuer'é 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. "Net earnings" means income before income taxes, extra-
ordinary items, and interest expense. "Fixéd charges" means
interest on all debt, and dividends on other fixed obligation
securities suchsas pfeferred stock.

(b) Conditions of'Repurchase.

1. oOrder of repurchase. Subject to the limitation in
subsection 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 for repurchase‘haveibeen satisfied;

2. ﬁimit on_repuﬁphases by one person. .The issuer may
not, in’any 6-month perioé, 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 requésts for repurcﬁase of 1% or less have been
satisfied. Thistlimitation shall not apply to the'repurchase
of securities held as of August 2, 1973, by pefsons who as

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

securities.

3. Limit on total repurchases.

a. Repurchéses shall not reduce the issuer's current
Massets, exclusive of excess inventory, to an ambunt less
than its current'liabilities, nor reduce its total assets td
an amount less thaﬁ its total liabilitiés, excluding share—
holder's equity. "ExceSs inventory" means inventory in
excess of a 4-month supply based on sales of the preceding
year; |

b. TIf the issuer is engaged in a business for which
generally accepted accounting practices do not provide or
permit the use of a classified balance sheeﬁ, current assets
shall mean total assets less (i) property %nd equipment, net
of depreciation; (ii)' unamortized debt expense; and (iii) |

other assets not acquired in the normal course of business

-35-




and expected to be liquidated after 1 year from the balance
sheet date; and current liabilities shall mean total liabilities

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

shareholder's equity. =« .

4. Reports. Within 30 days.after the 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
repﬁrchases were made,'and a statement as to (i) the total-
amount of repurchases made during the month; (ii) the total
amount of repurchase requests, which were not met; and (iii)
the>name, address and émount of repurchase from every person
‘controlling,,in cohtrol'of, or under common control with,
the issuer. If the issuer prepares monthly financial
statements,'éuch reports may be made quarterly covering the
precéding 3 months and shall be filed within 30 days after
the end of the quarter.

(c) Cover Page of Prospectué. ‘The cover page of the
.pfospectus relating to the securities shall include the
following étatement»in boldvface type: "THESE SECURITIES
MAY BE REDEEMED PRIOR TOAMATURITY 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 fedeemed in each of
. the preceding 3 years, the ratio of net earnings to fixed
~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 Agfeement. Aﬁy subscription agree-
ment relating.to the debt securities. shall inélude 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"

provided to each purchaser.

SECTION 61. Wis. Adm. Code section SEC 3.07 (Intro.)
is amended to read: ,

SEC 3.07 Unequai Voting rights. Phe-offering-er-sate
of-seeurities-of-any-igsuervmay-be-deemed-unfair-and-inequitable
to-pturehasers—if-the-elass-ef-securities-being-offered-and
seid-te—sueh—purehasers;has—uneqﬁai—veting—rights—as-hérein
-defineds |

SECTION 62. Wis. Adm. Code section SEC 3.07(2) is
aménded to readf | |

SEC.3.07(2) If the issuer is a partnership, the offering
or sale of its limited partnership interests may be deemed
unfair and inequitable to purchasers‘ﬁnless the partnership
agreemenﬁ providés that (a) the limited partners, by a vote
of a majority of the outstanding amount of limited paftnership
interests, shall hdvevthe right to remove the general partner,

to amend the partnership agreement, to compel or refuse to

approve the sale of all or 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
outstanding amaunt of limited partnership interests;. (c)
-each limiteg partner shall have the right to a complete list
of names, addresses, anqvintereéts of all limited partners,
upon written reqﬁest to the general partner, for any proper
- purpose; and (d) the partnershi? agreement shall not be
amended in any material respect affecting the rights or
iﬁterests Qf the limited partners except by the affifmative

Vote of not less than a majority of the outstanding amount

of limited partnership interests; and (e) all contracts

whereby services or goods a¥xe to be furnished to the partner-—

ship by the general partners or any entity directly or

indirectly controlled by the general partner shall provide

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

of the outstanding limited partnership interests, and shall

allow termination of such contract without penalty upon 60

days notice by a vote of the majority of the outstanding

limited partnership interests; or unless the partnership
agreement includes appropriate alternative provisions‘of the
lack of limited partners' rights is otherwise justified.
SECTION 63. Wis. Adm. Code section SEC 3.08 is repealed
and recreated to read:
SEC 3.08 Capitalizaﬁion. The offer or sale of debt
securities shall be in an amount which, upon completion 6f
the offering, is feasonabie in proportionxto the amount of
'equity of‘the issuer,‘with reasonableness to be determined
in relation to the prevailing debtfequity ratios for comparable

companies 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
renuﬁbered SEC 3.13(29, 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 securities of-an open%énd management
investment company‘or—unit—investmgnt—trust, as defined in
the investment company act of 1940, may be deemed unfair and
inequitable to the pufchaséxs-thereof unless its prospectus,
‘advisory contract, or ofganiéational 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

T

management and advisory fees but excluding interest, taxes,
ané'brokerage_commission87 and extraordinary expenses,
whether such expenses are payable by the company or its

shareholders, calculated at least quarterly on a basis

[

consistently applied} shall not exceed 1kx%-of-the-firgt

 $30,0007000~0f-1ts5-net-aggets 2% of the first $10 million of

its average nét assets, 1%% of the next $20 miilion 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 amount by
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which such aggregate annual'expenses exceed the amounts
herein provided, up to an amount not exceeding its manage-
ment and advisory fees for the period for which reimburse-
ment is made, pfior to publication of the company's-annual
report, and shall promptly notify the commissioner if the
aggregate expense limitation ié exceedéd by reason of any
extraordinary expenses. The commissioner‘may require the
investment adviser or ﬁanager to maintain financial:resources
reasonably sufficient to enable it to meet its reimbursement
obligation hereunder. _

'SECTION 68. Wis. Adm. Cbde section SEC 3.i0 is created
to réad:

SEC"3;lO Closed-end invéstment 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 coﬂtract, or organi—
zational instruments include perisions satisfying the
following requirements:

(1) . The ¢Ompany‘shall not at the time of purchase, as
vtd its fotal assets:

(a) invest more than 30% in restriqfed debt sedurities,
unless permitted by the commissioner upon proper justification;

.(b)A invest more than 15% in non-liquid investments,
including, bﬁt not limited to; commodities, real estate,

general and limited partnership interests, o0il and gas
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interests, optiohs and warrants, puts, calls, straddles,
spreads, and restricted secufities,'except as. .provided-in
(a); or

(c) - invest more than 10% in the securities of real
estaté_investment trusts di,other investment companies,
unless permitted by the commissioner upon a showing that
such investments involve no duplication of management ¢r

advisory services.

(2) © The company shall not invest in securities carrying

more than 10% of the voting‘righté of any issuer;

(3) The company shall ndbt invest in more than 10% of
the équity:secﬁrities of any one issuer;

(4) The cbmpany shall not at any time, as to 75% of
its total aséets,'invest'more than 5% in the securities of
any one issuer, exclusive of government securities.

(5) The company shall not effect any brokerage trans-
actions in its poftfolio securities with any‘brokerﬁdealer

affiliated directly or indirectly with its investment

adviser or managetr, unless such transactions (including the

‘frequenqy thereof, the receipt of commissions payableiin
connectién therewith, and the selection of the affiliated
broker—dealer effecting such transactions) are not unfair
and ineéuitable to shareholders.

(6) The foregoing notwithstanding, ﬁo‘closed—end

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

purchasers unless such offering complies with the provisions

of the Midwest Securities Commissioners Association Statement

of Policy regarding real éstate_programs, adopted February 28,
1973, as amended February 26, 1974 and July 22, l975.

SECTION 70. Wis. Adm. Code section 3.12 is created to
read:

SEC 3.12 0il and gas pfograms. The offer or sale of
interests in a limited partnership which will engage in
.Qil Or gas programs may be deemed unfair and inequitablevtd
purchasers unless such offexing complies with fhe provisions.
of the North American Securities Administrators Assoéiatidn
Guidelines for the Registration of 0il and Gas Programs,
adopted September 22, 1976.

SECTION 71. wWis. 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=%% 3.12 is not
exclusive, and the commissioner may issue aistop 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 protection of purchasers.
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SECTION 72. Wis. Adm. Code section SEC 3.13(2), as
renumbered, is amended to read:
SEC 3.13 Fédefa}—seeﬁrities—iaWST (2) The commissioner
may issue a stop order “denying effectiveness to, or suspending
or revoking the effectiveness of, any.registration statément
filed pursuant to section 551.26, Wis. Stats., whén-he?finés
that if the sale of securities pursuant to such registration
statement ié or would be in violation 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: _ L |

SEC 3.21 Registration By coordination. +%} A regis-
tration statement under'section 551.25, Wis. Stats., shall
.contaih the following information and be accompanied by the
followiﬁg documents, iﬁ addition to the‘information specified

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

consent to service of process required by section 551.65(1),
Wis. Stats.:

{ay--Fhree-copies-of-the-tatest-form-ef-prospectus
”fi&edfunder—the—seeuritiesQaet—ef-i9337

4b¥ (1) a-eepy copies of the articles of incorporation
and by-laws or their’subStantial equivalents'cufrenfly in
‘effect, a—eépy—éﬁ any agreements with or amohg uhderwriteré;
a-eepy¥-0f 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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ey (2) any other information or copies of any documents
required to be filed under form‘U-lréaﬁéL B

4d+——Anéuﬁéeftaking—teéﬁefwafd—a}}—futufe—amenéments-te
the—feéefa}—pfespee%us{leﬁhef—éhan~an-ameﬁdmenﬁ—whieh-mefe}y
de&ays—the—effeétive—date—ef—the—registraﬁien—Statement7¥net.
iatéf—thannéhe—fifst—business—day—aftef—ﬁheyfafe—ferwaréed
te—er—fiiéd—with—éhe—seeufities—and—exehange-eemmissienjef
sueh—iengef—pefied—as-the—eemmissiener—permi£57

f%%——Registratieﬁ4ef—seeurities—by—eeeréiﬁatien—shaii

be-by-order~of-the-commissionery-but-the-faiture-to-izsue-an

erder—shai}—net—de}ay—the—effb¢tiveness—éf—a—reéistratien
statement-meeting—thefreqaifements—ef—seetioﬁ—55$725%3%7
Wis:-Stéts: | |

SECTION 74. Wis. Adm. Code section SEC 3.22(1) (c) as
renumbered is amended to read: |

SEC 3.22(1) (c) With respect to persons covered by sub-

section (1) (b)=+, the remuneration paid directly or indirectly

during the past 12 months, rand estimated to be paid during
the next 12 months if materially different, by the issuer
(together with all predecessors,'parents, subsidiaries and

affiliates) to all those persons in the aggrégate; and the

name of each such person receiving remuneration in excess of

$40,000, and the amount thereof for each;

SECTION ' 75. Wis. Adm. Code section SEC 3.22(1) (g) is
amended. to read: o
SEC 3,22(1)(g) The capitalization and-teng-term-debt

(on both a current and a pro forma basis) of the issuer and
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~ any-significant-subsidiary the debt of any subsidiary (if

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

description of each seéurity outstanding or being registered
orAcherwise offeredh a%d*a statement of the amount and kind
of»conSiaération (whether in the‘form of cash, physical
assets, services, patents, goodwill, or anything eise) for
which the issuer or ény subsidiary has issued anyJOf its
securities within the past 2 years or is obligated to‘issue
any of its securities;A
© SECTION' 76. Wis. Adm. Code section SEC 3.22(1) (p) is

, repealed and recreated to reéa;

| SEC 3.22(1) (p) A balance éheet of the issuer as of‘the
end of its most recent fiscal year, and a éompérative state-
ment Qf income and changes in financial position and analysis
of surplﬁs for each of the 3 most recent fis¢a1 years
(or for the period of the issuer's and any predecessor's
existence if less than 3 years), all meeting the require-
ments of Wis. Adm. Code section SEC 7.06; provided that if
ﬁhe date of any of the above finandial stateménts is more
than 120 days (180 days with respect to a corporation
organized and operated not for privéte profit but exclusively
for religioué, educagional, benevolent or charitable purposes)
prior to the date of effectiveness of the regiétration
statement, such statements shall be updatedL(which may be

done without audit) to within the 120 or 180 day requirement
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above; and provided that if any part of the proceeds of the
offering is to be applied to the purchase of any business,
the same financial statements shall be filed which would be

required if that busihegs were the registrant; and

SECTION 77. Wis. Adm. Code section SEC 3.22(3) is
amended to read:
SEC 3.22(3) Any information specified in subsection

- (1) may be included in a .prospectus meeting the requirements

of Wis. Adm. Code section SEC 266 3.23 if a cross-reference

_table is filed showing where the information appears in such-

prospectus. RN

SECTION 78. Wis. Adm. Code section SECf3.23(l) is
repealed and récreated to read:

SEC 3.23 Prospectus requirements. (1) As a condition
of registration, a prospectus, offering circular, or
similar document meeting the requireménts-of éubsections
(2),‘(3) and (4) shall be sent or given to each’person to
whom an offer is made by or for the account of the issuer or
any other person on whose behalf the éffering is made, or by
'any underwriter‘or broker-dealer who is offering part of an
unsola allotmenﬁ or subscription as a'participant in the
'distribution. The 'document shall be sent or given either
before or concurrently with'the earlier of any of the
following: (a) any written offer made to- such persoﬁ,
otherwise than by means of public advertisément; (b) con-
firmation of any sale to such person; (c) 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. Adm. Codé sectioﬁ SEC‘3.23(2) is
repealed and Wis. Adm. Code sections SEC 3.23(3) and (4) are
’renumbered SEC 3.23(2) and (3), reSpectively. | |

SECTION 80. Wis% Adm. Code sections SEC 3.23(2) (e) to
(h) are renumbered SEC 3;22(2)(f) to (i), respectively.

SECTiON 8l. Wis. Adm. Code section SEC 3.23(2)(e) is
created to read:

| SEC 3.23(2) (e) Y statement describing the anticipated
secondary market for the secufities being offered, including
' ‘£he identity of anticipated market makers;

‘SECTION 82. Wis. Adm.»Code sectién 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 financial
statements and other tabular data included therein shall be
in roman or gothic type at least as large and as legible as
10-point moaernitype, éxcept that financial statements and
other tabular data, including tabular data in notes, may be
in roman or gothic type.at leaét as large ana as legible as
8~point moaern type. All such type shall be leaded at least
2»points. |

“SECTION 83. Wis. Adm. Code section SEC 3.24(l) is.
amended to read: | |

SEC 3.24 Trust indenture rquirements. 43}y ~--Bvidenees
‘ef—éebt—fegistereé-unéef—seeﬁiens—55}7257-wiST—Séat577 Trust

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

rﬁles,shall be—issued—undef—a—tfast—inéentare_meeting the
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requirements of the trust indenture act of 19395-e¥-if
exempt—ﬁhéfeunéerT—meeting—the—feqairements—ef—sabseetien‘

{2)-ef-this~-rultes, whether or not exempt under that act,

unless the commissiontr otherwise permits or requires.

SECTTON 84. Wis. Adm. Code sections SEC 3.24(2) and
(3) are repéaled. | '

SECTION 85. Wis. Adm. Code section SEC 3.26(2) is
amended to read:

| SEC 3.26(2) A registration statement relating to

redeemabie securities of an investment company registered
under the investmen£ cOmpaﬁy~act of 1940 or to securities
issued by a finance cbmpany licensed under sections-138+6%
er 138.09,.Wis. Stats., may be amended after its effective
date so as to increase the specified amount of securities
proposed to be offered in this state.

SECTION 86. wWis. Adm. Code section SEC 3.27(1) is
émended to read: H |

SEC 3.27 Extension of registration’stétements. (1)
Application for an extension of the offering period of a.
registration statement, except one relating to fedeemable
securiﬁiés of an investment company registered under the
investment company’éct of 1940 for which the ﬁaximum filing
fee preécribed.by statute has not been paid, or seéurities
of a fiﬁance company licensed under sectibns-138-07-er
L138.09,Wis. Stats., shall be filed in the form prescribed»by
the commissioner not less than 30 days prior to the end of

one year from (a) the effective date of the registration
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statement, (b) an order of amendment increasing the amount
of securities offered in this state, or (c) .an order of
extension, whichever is most recent. Such application shall

be accompanied by the—;ééest—preSPeetas—useé—in—eenneetien

with-the-offering-of-the-registered-seeurities-and a prospectus .

updated in acéordance'with'wis. Adm. Code section SEC 3.23(5),

a balance sheet -of the issuer as-6f-a-date-within-120-days

of-such-preposed-extension-date as of the end of its most

" recent fiscal year, and an-ineeome-ctatement-and-analysis-of

Asufpias—eﬁ—the—issuef—fef—iés—last—£iseal—yeaf—pfeéeéing—the
éate—eé—saeh—ba}anee—sheet—aﬁa;ﬁef—the-pefied-between—the
'elese—eé—the—issuefls—}ast—£iseal—yeéf—aéé—ﬁhe—éate—eﬁésueh,

balanee-sheet a comparative statement of income and changes

- in financial‘position and analysis of surplus for each of

the 3 most recént fiscal years (or for the period of the

issuer's and any predecessor's existence if less than 3

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

section SEC 6+8% 7.06; provided that if the date of any of

the above financial statements is more than 120 days (180

days with respect to a corporation organized. and operated

not for private‘pfofit but exclusively for religious,

educational, benevolent or charitable purposes) prior to the

date of such extension of the registration statement, such

statemeﬁts shall be updated (which may be done without

audit) to within the 120 or 180 day requirement above. 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 preScribeg.fefFﬁhe~pf6teetien—e£
investers. | |

SECTION 87. Wis% Adm. Code section SEC 3.27(2) is
émended to read:

- 8EC 3.27(2) A registration statement relating to
redeémable Securities of,an investment company registered
under the investment company act of 1940, for which the
maximum £filing fee prescribéd by statute has not,beeﬁ paid,
or securitiés of a finance company licensed under sections
338+6F-eF 138.09, Wis. Stats., is deemed.tobinclude-an
application for the continuous offering of such securities.
- The offering period of such registrationfstatement is auto-
maticaily extendedvuhtil 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 énd of its fiscal year, ﬁhe-iatest—pfespeetus

used-in-eonneetion-with-the-offering-of-the-registered

seeu¥ities a prospectus updated in accordance with Wis. Adm.

Code section SEC 3:23(5), and a balance sheet ofthe issuer

as of the end of such fiscal year and an-ineeme-statement a

statement of income and change in financial position and

analysis of'surplus of the issuer for such fiscal year
meeting the requirements of Wis. Adm. Code section SEC 6<67

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. Statsi, except an iesuer or registrant specified in
subsection (2) of-this-ruate, shall file with the commissioner
‘ within—994days—feiiewiﬁg—the-effeetive—date—ef-its promptly

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 Securitiee sold in this»
state puréuant to such registration statement and the
aggregate selling price thereof, unless such issuer or
registrant'has paid the maximum filing fee for such regis—'
tration statementband 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 which-has.not paid the maximum filing fee pre-
scribed by statute; and each finance company licensed under
Sections¥$3879?—or 138.09, Wis. Stats., issqing securities
‘registered in this state shall file with the commissioner
within 45 days follOwingAthe end of each calendar quarter, a
report on-a form prescribed by the commissioner specifying

the number of shares or units of securities sold in'this
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state @r the aggregate selling price thereof during such
quarter. - |

SECTION 90. Wis. Adm. Code Chapter SEC 4 Licensing of
Broker-Dealers, Agents and Investment Advisers is repealed.

SECTION 91. Wis. Adm. Code Chapter SEC 4 (Intro.) is
created to read:

| Chapter SEC 4
LICENSING OF BROKER-DEALERS- AND AGENTS

SECTION 92. Wis. Adm. CoAdev.s.ection SEC 4.01(1) is
Cfeated to read:

SEC 4.01. Licensing prbgedure. (1) Applications for
initial ‘and fenewal licenses of broker-dealers and agents
shall be filed on forms prescribed by the éommissioner and
shali include all information required by such forﬁs and
any other.information the chmissioner may require.

SECTION 93. Wis. Adm. Code section SEC 4.01(2) is
created to réad:

SEC 4.01(2)  An "application" for purposes of section
' 551.32(1) (b), Wis. Stats., means all information required
by thenforh prescribed under subsectidn (1) and;any.additional
information required by the éommissionef. |

SECTTON 94. Wis. Adm. %Zodé section SEC 4.01(3) is
created to read: |

SEC 4.01(3) Each applicant for an initial license as a
.brokér—dealer or agent is required to pass a written examina-
tion prescribed by  the commissioner, unless the requirement
is waived under subsectién (4). The examination shall

relate to chapter 551, Wis. Stats., the rules of the commissioner
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thereunder, the applicable federal securitieé laws and the
rules éf the securities and exchange commission thereunder)

. general matters concerning the securities busineés, and éuch
other matters as the CO@missioner may determine. The commis-
sionér may prescribe différent examinations for different .
classes df‘applicants. -

SECTION 95. Wis. Adm. Code section SEC 4.01(4) is
created to. read: |

SEC 4.01(4) The commissioner may waive, in whole or in
part, the examination requirement for:

(a) . any applicant insefiar as the examinatidn relétes
to geﬁeral matters concerning the securities businéss, upon
receipt of evidence of satisfactory completion of a comparable
examihation; |

(b) any applicant for license as an agent‘representingw
a licensed broker-dealer, provided that the agent will be
adequétely.supervised, and fhe license is appropriately
limited;

(c) any.applicant for license as an agent representing
an issuer, provided the agent will be adequately supervised
and the license is appropriately limited;

(d) any applicant forllicense as an agent who, within
2 years prior to the_daée the application is filed, has |
been licensed under chapter 551, Wis. Stats., as an agent for

a broker-dealer; or

(e) ianY.person by ofdef of the commissioner under such

conditions as the commissioner may prescribe.
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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 examiqation 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
cfeated to read:

SEC 4.01(6) Any applisation for 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 issuée an order denying the license;
For purposes. of section 551.34(1) (a), Wis. Stats., and‘this
sﬁbsection, "application" méans any request for a license.

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

. created té read: |

SEC 4.01(7) Every‘broker—dealer whose principal office

is located in this state shall have at ieast one licensed

~.person employed on a full-time basis at its principal office.
SECTION 99. Wis. Adm. Code section SEC‘4ﬂ02(l) is

created to read:

| SEC 4.02 Net capital requirements and aggregafe indebtf

edness limitatibns;'_(l) Every broker-dealer shall maintain

net capitéljin such minimum amounts as are prescribed for

its activities under rule 15c3-l of the securities exchange

act of 1934, or in the amqunt 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 pergons‘shall not exceed the levels pré—
scribed undef rule 15c¢3-1 of the securities exchange act of
1934.

SECTION 10l. 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 net capital requirement, and the
amount so segregated shall bé utilized solely for the busiﬁeés
for which the broker-dealer is licensed. |

SECTION 102. Wis. Adm. Code section SEC 4.02(4) is
createdyto,reaa:

"SEC 4.02(4) The commissioner may by order exempt any-
broker-dealer from the prdvisions of this rule, either
unconditionally or upon specified‘conditions, if by reason
'of_ﬁhe'broker—dealer's membership on a national securities
exchange of the special nature of its business and its |
financial position, and tﬁe safequards that have been
established‘for.thé 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(l)=(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 £he following'
books and records relating to its bﬁsiness:

SECTION 104. Wis% Adm. Code section SEC 4.03(1) (a) is
created to read: | |

SECA4.O3(l)ka) Blotters (or other records of origiﬁal
entry) setting forth an itemized daily record of all purchases
and sales of‘securities, all receipts and'déliveries of
-securities (including certificate numbers), all receipts and
disbursements of cash and all other debits aﬁd'credits. The
record shall show the accouht for which each such trans-
action was effected, the hame and amount of securities,‘the
unit and,éggregate purchase or sale price (if any), the

»trade date, and the name or ofher‘designation of the person
from whom purchased or received or to whom sold or.deliﬁered.b

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 accounts.

SECTION .106. Wis; Adm. Code section SEC 4.03(1) (c) is
créated to’ read: |

SEC 4.03(1).(c) Ledgers (or other records) itemizing
separately as‘to each cash and margin account of every
éustomeriand of the broker-dealer and»partnefs thereof, all
purchases, sales, receipts and deliveries.of securities and
commodities for such account and all other debits and

credits to such account.
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SECTION 107. wis. Adm. Code section SEC 4;03(1)(d) is

created to read:

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

the following: .
l.f securities in transfer;
2. dividends and interest received;
3. securities borrowed and securities loaned;

4. moneys borroWed and moneys loaned (together with a
record of the'collateral therefor aﬂd aﬁy substitutions.in
such collaﬁeral); énd

5. securities failed to receive and failed tovdeliver.

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

created to read:

SEC 4.03(1) (e) A securities record or ledger reflecting

separately for each security as of the clearance dates, all
“long" or "short" positions (including securities in safe-
keeping)»carried by such broker-dealer for its account or
for_the'acéount of its customers or partners, and‘showing
the location of all securities long and thé'offsetting
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 SEC 4.03(1) (f) is

‘created to read:

SEC 4.03(1)(f) A memorandum 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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 the time of execution.

unexecuted. The meﬁorandum shall show the terms and con-.
ditions of the order or instruction, any modification or
‘cancellation thereof, the account for which entered, whether
the trénsaction was unsqlicited, the time of entry, the
price at which executed énd, to the extent feasible, the
time of exchfion or cancellatioh. Orders entered pursuant
to the exercise ofrdiscretionary power by the broker-dealer
br any employee thereof, shall bé s0 desigﬁated. The term
"time of entry" shall mean the time when the broker-dealer
transmits the order or instructions for execution, or, if it
is ﬁot so transmitted, the time when it is receivea.

SECTION 110. wis. Adm. Code section SEC 4.03(1) (g) is
created to read:»

_SEC 4.03(1)(g)' A memorandum (order ticket) of each
purchase and sale df securities for the account of the
broker—dealer showing the price and, to the extent feasible,

SECTION lll. wis. Adm. Code section SEC 4.03(1) (h) is
created £o read:

éEC 4.03(1) (h) Copies of éonfirmations of all purchases
and séles of securities, whether the cOnfirmations are
issued by the broker—-dealer or the issuer of the security
involved, and copies of notices of all other debits and
credits for securities, cash and other itéms‘for the account
df customers and partners of the broker-dealer.

SECTION 112. Wis. Adm. Code section SEC 4.03(1) (i) is

created to read:
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SEC 4.03(1) (i) Copies of éll communications) corres—
pondence and other records relating tp secufities trans-
actions with customers.

SECTION 113. wis% Adm. Code sectioh SEC 4.03(1) (3) is
created to read: B

SEC 4.03(1)(j) A separate file containing all written
complaints made of submitted by customers to the broker-
déaler or its agents relating to securities transactibns.

SECTION 11l4. wis. Adm. Code section SEC 4.03(1l) (k) is

created to read:

SEC 4.03(1) (k) A custe®mer information form (new account

information worksheet) for each customer. If recommendations

~are to be made to the customer, the form shall include such.

information as is necessary to determiﬂe sUitability in
conformity with Wis. Adm. Code secﬁion SEC 4.06(1) (c).
SECTION 115. Wis. Adm. Code section SEC 4.03(1) (1) is

created.to read:

| SﬁC 4,03(1) (1) For each cash and margin account
established and maintained with the broker-dealer, copies of
all‘guarantees of acCQunts and'éll powers of attorney and
other evidence of the granting of any discretionary authority
in'respect to the dccéunt, the name and address of the
beneficial owner‘of each account and, in the case of a
margin account, all margin and lending agreements, pfovided
that in the case Of‘a joint account or of an account of a
corporation, the records.are required only as to persohs

authorized to transact business for the account.
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(1) (k) and (1) shall be preserved by the broker-dealer for a
period of not less than ¢ years after the closing.of the

account; and records required under subsection (1) (n) shall

be preserved by the broker—dealer for a period of not less

than 6 years after withdrawal or expiration of its license
in this state. After a record or other documént has been

preserved for 1 year as réquired above, a microfilm copy

thereof may be substituted for the remainder of the required

period. Compliance with the requirements‘of the U. S.

securities and exchange commission concerning preservation

of records is deemed compliance‘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 éuéh office:

(a) copies of the records described in Wis. Adm. Code
sections SEC 4.03(1) (£), (h), (3), (k) and (o);

(b) blotters (or otherbrecordé of original,entry)A
setting fotth‘an itemized daily record of all purchases and
séles of securities, ail reéeipts and deliveries of securities
(including certificate numbers), all receipts and disburse-
ments of cash.  This requirement may be sitisfied by maintaining
a unit filing system wherein the order ticket information
(describedbin Wis. Adm. Code section SEC 4.03(1)(f))'required
in subsection (3) (a) is acéumulated,andlsggregated on a

daily basis;
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(¢)  .copies of all communicatiqns, correspondeﬁce‘and
other records relating to securities‘transactions with
éustomers. Such other records include copies of customer
monthly or other periadic statements that are issued by the
broker-dealer, or are foniéhed to the broker-dealer by the
issuer of a security purchased‘by a customer of the broker-
dealer. | |

SECTION 122. Wis. Adm. Code section SEC 4.03(4) is
created to read: | ‘ |

' SEC 4.03(4) The records required in subsection (3)
Shéll be preserved by the offiée which prepared them for a
period of not less than 3 years, the first 2 years in
an easilyiaccessible place, except that customer new account
forms<shallvbe preserved for a period of not less than 3

years after the closing of the account. After a record or

~document has been preserved for 1 year as required above, a

microfilm copy thereof may be substituted-for the remainder
of the required pefiod.
| SECTION 123. Wis. Adm. Code section SEC 4.03(5) is
created to reéd:
SEC 4.03(5) No proviéion under‘Wis. Adm. Code section

SEC 4.03 shall be»deemed to réquire a member of a national
seéurities exchange to make and keep such records of trans-
actions cleared for such membef by anoﬁhef member as are |
customarily made and‘kept by the clearing‘member.

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

created to read:

-63-




SEC 4.03(6) The commissioner may by order exempt any
broker-dealer from all or part of the requirements of this.'
rule, either unconditionaily or upon specified condiﬁions,
if by reason of the special nature of its business, thev
reqﬁiremcnts are not necessary in the public interest or for
the orotection of investors. |

SECTION 125. Wis. Adm. Code section SEC 4.04(1) is
created to read: |

SEC 4.04 Repofting requirements. (1) Each broker-
dealer shall file annually with ﬁhe commissioner, within 60
days after the end of its fiscal year, a copy of ifs annual
financial statements,~including suppofting 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. ‘COde 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 partners, officers or agents as

defendants in any civil or criminal proceeding, or in any

administrativc or>disciplinary procesding by any public'or
private regulatory agency, within 20 days of the date the -
complaint is served on the broker-dealer; a copy of any
answer or reply thereto filed by the broker-dealer within 10

days of the date such is filed; and a copy of any‘decision,
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order or sanctibn made with respect to any such proceeding
within 20 days of the date the decision, order or sanction
is rendered. |

SECTION 127. Wis% Adm. Code section SEC 4.04(3) is
created to read: |

SEC 4.04(3) Each broker-dealer shall file with the
commissioﬁer within 30 days after the end of each month, a
written report on a form prescribed by the commissioner,

listing with respect to that month all securities trans-

.actions involving theAbroker—dealer.relating to initial

distributions, secondary distributions 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 change

of name.hot 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 édditional'information relating thereto as

the commiSsioner may require. A transfer of control of a
broker-dealer shall constitute an application for with-
drawal from the status of a licensed broker-dealer pursuant

to section'551;34(6), Wis., Stats., unless 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), C@).and (9),'all material changes in
the information included in a broker-dealer's most recent
application for license shall be set forth in>an amenament
to form Bb 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 shall file with the
commissioner the following rébdrts'concerning its net
capital and aggregate indebtedness:
(a) immediate telegraphic or written notice whenever
“the net'qépitél of the broker-dealer is less Ehah is required

under Wis. Adm. Code section SEC 4.02(1), specifying the

respective amounts of its net capital and aggregate indebted-

ness on the date of the notice;

(b) a copy of every report or notice requlred to be
filed by the broker- dealer pursuant to rule 17a 11 under the
securities exchange act of 1934, contemporaneous with the -
date of filing with the U. S. securities and exchange
commission. | | n

SECTION 131. wis. Adm. Code section SEC 4.04(7) is
created to read:

SEC 4.04(7) Each broker-dealer shali_give immediate
telegraphic_or written notice to the commissioner of the

theft or mysterious disappearance 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;

SECinN 132. Wisﬁvédm. Code section SEC 4.04(8) is
created to read: o

SEC 4.04(8) Each broker-dealer shall file with the
commissioner a copy of any subordination agreement relating
to such broker—dealer} within iO days after such égreement
has been entered, unless prior thereto the broker¥dealer has
filed a copy of tﬁe agreement withva national securities
‘exchange or association 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 writing prior to opening in this stéte any .
"branch office”:as defined in Wis. Adm. Code section SEC
1.02(7). The notification shall include'such information as
the commissioner may request.

SECTION 134. wWis. Adm. Code section SEC 4.05(1) is
created to read: |

SEC 4.05 Rules of conauct. (1) (a) Except as provided
in subsection fb),'each broker-dealer shall give or send to
the customer a written confirmation, promptly after execution
of, énd before com§letion of, each transattion. The con-

firmation shall set forth:
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1. a description of the security purchased 6r sold,
the date of the transaction, the price at which the security
was purchased or‘éold and any commission charged;

2. whether the broker-dealer Was acting for its own
account, as agent for the customer, as agent for some other
person, or as agent for both the éustomer ahd some other
person; |

3. when the broker-dealer is acting as agent for the
‘customer, either the name of the person from whom the
security was purchésed or to whom it was sold, or the fact
that the information will be furnished upon the request 6f
the cuStoﬁer, if the informaﬁion is known to, or with
reasonable diligénce may be ascerfained by, the broker-
dealer; and.

4. whether the transaction was unsolicited;

(b)  If applicable, compliance with rule 15cl-4(b) of
£he securities exchange act of 1934 shall be deemed com-

pliance with this rule.

SECTION 135. Wis. Adm. Code section SEC 4.05(2) is

created to read:

_SEC 4.05(2) Each broker-dealer shall establish and
vkeep current a set of written supervisofy procedures and a
system for applying such procedures, whiéh may be reasonably
expected to prevent and detect any violations of éhapter
‘551, Wis. Stats., and rules and ofdérs thereunder. .Thé
procedﬁres shall include thé designation, by name or title,

of a number of supervisory employees reasonable in relation
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to the number of its licensed agents, offices and‘trans—
actions in this state. A complete set of the procedﬁres and
system for applyingAthem shall be kept and maintained ét
every branéh foice. “'}

SECTION 136. Wis, Adm. Code section SEC 4.05(3) is
created to read:

SEC 4.05(3) A broker-dealer shall not enter any
contract with a custoﬁer if the contract céntains any
condition, stipulation orbprovision binding the customer to
waive any rights under chapter 551, Wis. Stats., or any rule
or order thereunder. Any sﬁéh éondition, stipulation or |
provision is void.

SECTICN 137. wis. Adm. Code seqtion SEC 4.05(4) is
created to read: |

SEC 4.05(4) No’licensed agent o;.partner, officer or
director of a licensed broker-dealer shall be an agent or a
partner, officer'or direcfor‘of any other broker-dealer or
shall be a qualified representatiVe or partner, officer or
dirédtor of aﬁ investment adviser unless such other bfoker—
dealer or investment adviser is affiliated with the broker-
dealer by reason of direct or indirect common control.

SECTION 138. Wis. Adm. Code section SEC 4.05(5) 1is
created to read:

SEC 4.05(5)7 The aggfégate ownership”by all partners,
officéfs, directors or licensed agents of a licensed bréker—
dealer, orvgroups of which they>are members, may -not exceed

5% of the voting interest in any other broker-dealer or in
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any investment adviser, or in any entity con£rolling or
under common control with the other broker-dealer or invest-
ment adviser, unless the other brOkermdeélef or investmeht
~adviser is affiliated<with the broker-dealer by reason.of
direct or indirect'commoh‘control, or unless permitted by
order of thé commissioner. This provision shall not prohibit
any .person from owning any equity security of a broker-
dealer or investmeﬁt.adViser whose éecurities may be sold in
transactionsieXempt 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-dealer shall permit or effect a
withdrawal of any part of its net worth, including sub-
ordinated-indebtedness, whether-by redemption, retirement,
repurchase, repayment or otherwisez that would cause its net
capital or its aggregate indebtedness to violate Wis. Adm.
Code sections SEC 4.02(1) br (2)} without prior‘written
appro&al of the commissioner. | |

SECTION 140. Wis. Adm. Code section SEC 4.05(7) is

created to read:

SEC 4.05(7)  Fach broker-dealer shalllprovide each
’cuStémef with a coﬁformed'COpy of all contracts or agree-
ments between the broker-dealer and such customer, and a
copy of the customer information form prescribed undeeris.
‘Adm. Code section SEC 4.03(1) (k), not later than 15 days
after the initial securities transaction effected in the

customer's account.
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SECTION 141. Wis. Adm. Code section SEC 4.05(8) is
created to read:

' SEC 4.05(8) Every licensed broker-dealer shall requife
‘each of its licensed agents to have and keeb‘current,.and
each ageﬁt shall have and keep current, the following records
relating to customer éecurities transactions: |

(a) @& sgecurities hqlding record for each customer
including the customer's name, address, telephone number,
age, occupation, investment objectives, and such other
relevant information relating to such customer's finaﬁcial
| situation and needs as is available to the agent, and a
chronological listing of the names and amounts of all
securities purchased or sold for the account of the customer,
‘inéluding the date of each tranSaction, and the unit'purchasev
or sale price;

(5) a security cross-index record for éach‘class of
any issuer's securities in which a customer of such agent
establishes a position, listing the transaction date, the
vnamé‘of the customer, the number of shares or units of each
such position, and the price per share or unit. With
respect to a branch office, this requirement may be satisfied
by maintaining on béhalf‘of all securities agents effecting
transactiéns erm the branch office master security cross-
index records including the reqﬁired 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 thét effects trans-
actions with or'thrbugh a "financial institution or institu-
tional in&estor“ under Wis. Adm. Code section SEC 2;02(5)(0)
shali.maintain records confirming the factS‘requifed to be
ascertainea under that section.

SECTION 143. Wis. Adm. Code section sEc 4.06(1) (Intro.)
is created to read: |
SEC 4.06 Prohibited business practices. (i) The

following are deemed‘“dishonest'or unethicél business
praqtices" or "taking unfair advantage of a customer" by a
brokef—dealer undér section>551.34(i)(g), Wis. Stats.,
without limi£ing £hose terms to the practices specified
herein: | |

SECTION 144. wis., Adm. Code section SEC 4.06(1) (a) is
created to read:

- SEC 4.06(1) (a) causing any unreasonable delay in the
"delivery of securities purchased by any of its customers, or
in the payment upon request of free credit balances reflecting
completed transactions of any of its customers;

SECTION 145. wis. Adm. Code section SEC 4.06(1) (b) is
created to read: .' |

SEC 4.06(1)(bf~ inducing trading in a customer's
accoﬁnﬁ Which is excessi&émiﬁrsiieiorifrequehcy in view of —
the financial resources and character of the account;

SECTION 146. wis. Adm. Code section SEC 4.06(1) (¢) is

created to read:
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___pating in arrangi

SEC 4.06(1) (c) recommending to a Custéﬁer the purchase,
sale or exchange of any security without reasonable grounds
to believe that the recommendatioh is suitable for the
customer on the basis®of information furnished by the customer
after reasonable inquiry c¢ncerning-£he customer's investment
objectives, fiﬁancial-situétion and needs, and any othér |
information known~by the broker-dealer;

SECTiON 147. Wis. Adm. Code section SEC 4.06(1) (d) is
createq.to read:

SEC 4.06(1) (d) executing a’tranSaction on behalf of a
customer without authority tq do sO;

SECTION 148. Wis. Adm. Code section SEC 4.06(1) (e) is .
created £o‘read: ‘

SEC 4.06(1)(é) éxercising any discretionéry power in
effecting'a transaction for a customer's account without
first obtaining written discretionary authority from the
customer, unless the discretionary power relates solely to
the time and/or price for'thelexecution of orders;

SECTION 149. Wwis. Adm. Code }sect'ion SEC 4.06(1) (f) is
created to read:

SEC 4.06(1) (f) extending, arranging for, or partici-

g for credit to a customer in violation of

the'secufitiesrexchange act of 1934 or the regulations 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 any transaction in a margin
account without obtaining from its customer a written margin

agreement prior to settlement date for the initial trans-

+

-

action in the account;

SECTION 151. Wis. Adm. Code section SEC 4.06(1) (h) is
created to read: |

SEC 4.06(1) (h) failing to segregate customers' free
securities or securities in safekeeping;

SECTION 152. Wis. Adm. Code section SEC 4.06(1) (i) is
created to reéd: ‘

SEC 4.06(1) (i) hypotheé%ﬁing a customer's securities
without having a lien thereon unless written consent 6f the
customer. is first obtained, exdept as permitted by rules of
the U. S. securities and exchange,commission.v

SECTION 153. Wis. Adm. Code section SEC 4.06(1)(j) is-
created to read: |

SEC 4.06(1) (j) charging its customer an unreasonable
commissipn or service chargé in any transaction executed as
agent for the custQmer;

SECTION 154 Wis. Adm. Code section SEC 4.06(1) (k) is
created to read:. | |

: iSEC;A;OG(lO(k)"fentering'into a'transabti¢anor'iﬁs‘bwn"'
accbunt with a customef with an unreasonable mark-up or
mark—den;i |

SECTION 155. Wis. Adm. Code section SEC 4.06(1) (1) is

created to read:
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SEC 4.06(1) (1) entering inté a transaction for its
own account with a customer in which a commission is charged;
| SECTION 156. Wis. Adm. Code section SEC 4.06(1) (m) is
created to read: .

_SEC 4.06(1).(m) entering into a transaction with or for

a customer at a price not feasonably 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) executiﬁg orders forvthe purchase by a
customer of securities not registered under sections 551.25
- or 551.26, Wis. Stats., unless the securities are egempted
under section 551.22, Wis.“Staté.,'or the transaction is
exémpted under section 551.23, Wis. Stats.

SECTION 158. Wis.. Adm. Code section SEC 4.06 (1) (o) is
created to read: | |

SEC 4;06(1)(0) representing itseif as a financial or
.investment planner, consultant, or'advisér, When.the repre-
sentation does not fairly describe the nature of the seryices
offered, thebqﬁalifications.of the person offering the
services, and the method of compensation for the services.

SECTION 159. Wis. Adm. Code section SEC 4.06(1)(p) is
7creatéd4té‘read: e D R ' ~ 'i; ' ey ,

'SEC 4.06(1) (p) violating any rule of a national s
securities exchange or national securities assqciation_of

which it is a member with‘respect 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) (g) failing to furnish to a customer
purchasing securities+#in an offering, not later than the
date of confirmation of the transaction, eifher a finalv
prospectus‘or a prelimiﬁary prospectus and an additional
document, which together include all information 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) (x) ‘introducing customer transactions on
‘a "fully disclosed"vbasis}to another broker-dealer that
is not licensed uﬁder chapter 551, Wis. Stats., unless the
éustomer is a pérson described in section 551.23(8), Wis.
Stats.v' | |

SECTION 162. Wis; Adm. Code section SEC 4.06(1) (s) is
“created to read:_

SEC 4.06 (1) (s) J:ecommending to a cﬁstomer that the
customer engage the services of an investment adviser that
is not licensed under chapter 551, Wis. Stats., unless the

customer is ‘a 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) recommending to a cuStomer that'the
custdmer engage the services of an investment adviser in

connection with which the broker-dealer receives a fee or
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remuneration (other than directed business) from the

investment adviser; and

SECTION 164. Wis. Adm. Code section SEC 4.06(1) (u) is

re

cfeated to read: .
SEC 4.06(1) (u) changing a customer's mailing address
on its books and records without authorization from the

customer.
SECTION 165. Wis. Adm. Code section SEC 4.06(2) (Intro.)
is created to read: |
SEC 4.06(2) The following are deeﬁed "dishonest or
unethical business practiceéf or "taking unfair advantagé of
a éustomer" by an agent under section 551.34(1) (g), Wis.
- Stats., without limifing those terms to the practices
specified heréin: |
SECTION 166. Wis. Adm. Code section SEC 4.06(2) (a) is
created to read: ‘
' SEC 4.06(2) (a) borrowing money or securities from a
customer; » v
SECTION 167. Wis. Adm. Code section SEC 4.06(2) (b) is
Acreated to read:
SECQ4.06(2)éb)_ acting as a custodian for money,
securitiesrop an ekecuted,étock powervof é Customér;‘
SECTION 168. Wis. Adm. Code section SEC 4.06(2) (c) is
creatéd to read: |
SEC 4,06(2)(0) effecting securities transactions with

a customer not recorded on the regular books or records of

the broker-dealer which the agent represents, unless the




transactions are disclosed to, and authorized in writing by,
the broker-dealer prior to execution of the transactions; -

SECTION 169. wWis. Adm. Code section SEC 4.06(2) (d) is

+

~created to read: .

SEC 4.06(2) (d)  operating an account under a fictitious
name, unless disclosed to the broker-dealer which the agent
represents;

SECTION 170. Wis. Adm. Code section SEC 4.06(2) (e) is
¢réat¢d to read: |
SEC 4.06(2) (e) sharing directly or indirectly in
profits or losses in the angunt of any customer without the
written authorization of:- the customer and the brokef—deéler

which the agent represents; |

SECTION 171. Wis. Adm. Code section SEC 4.06(2) (f) is
créated to read: |

SEC 4.06(2)(f) dividing or otherwise splitting com-
missions; profits .or other compensation receivabie in
connection with the purchase or sale of securities in this
state with any person not also licenséd as an agent for
. the same broker—dealef, or for a broker-dealer under. direct

or indirect common control; and

ASECTION 172. Wis. Adm. Code section SEC 4.06(2) (g) is
created to read: | |
SEC 4.06(2) (g) engaging'iﬁ any of the practices
specified in subsections (1) (b), (c), (a), (e), (£), (g9),

(n), (o), (p), (a), (s), (t) or (u).
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SECTION 173. Wis. Adm. Code section SEC 4.07(1l) is

creéted to read:

"SEC 4.07 License period. (1) The license of any

broker-dealer whose name commences with any of the letters A

through D expires March 31 following the date of‘issuance of
the license; the license of any broker-dealer whose name
commences with any of the letters E through I expires

June 30 following the date of issuance of the license; the

‘license of any broker-dealer whose name commences with any

created -to -reads+———

of the letters J through O expires September 30 following

the date of issuance of the®license; and the license of any

broker-dealer whose name commences with any of the letters P

through % expires December 31 following the date of issuance
of the license. The license éf an agent expires on the
same day as that of the broker-dealer which the agent 
represehts. The.license of an agent representing an
iSsuervexpires on December 31 following the date of the
iésuancé of the license, or upon fhe termination of the
offering fqr 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 SEC 4.07(2) 1is

SEC 4.07(2) The license of an agent is not effective
dﬁring any period (a) when the broker-dealer which the agent
represents is not licensed, or (b) when:the securities of

the issuer which the agent represents are not subject to an
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effective order of registration or exemption, or upon

termination of the offering.
SECTION 175. Wis. Adm. Code section SEC 4.08(1l) is

’i

created to read:

SEC 4.08 Withdrawal of licenses. (1) An application
‘for withdrawal from the status of a licensed broker-dealer
uncer section 551.34(6), Wis. Stats., shall be filed by the
licensee on a form prescribed by the commissioner, and shall
include a report on the status of all customer accounts of
the licensee in this stete and any additional informaﬁidn
the'commissicner may require»‘ If the licensee has any open
customer accounts in this state, the settlement of those
accounts is a condition of ité withdrawai, and its withd;awal
is not effective until permitted in writing by the commissioner.

SECTION 176. Wis. Adm. Code section SEC 4.08(2) is
created to read: |

SEC 4.08(2) An application for withdrawal from the
status of a liceﬁsed agenf shall be filed by the broker-
dealer or issuer which the agent represents within‘lO days
of the termination of the agent's employment cn a form
prescribed by the commissioner.

SECTION.177ﬁ Wis.vAdm..Code sections‘SEC‘4.09(l) and
(2) are created to read: |

SEC 4.09 .Denial, suspension, revocation and censure.
(1) Any order denying, suspending or revoking the license
of a broker-dealer or censuring a iicensee may include such

other sanctions as the commissioner finds appropriate.
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(2) The commissioner may revoke or suspend‘the license
of an agent who is not a partner, officer or director of a
b;oker—dealer, or may censure the licensee, for failure to
supervisé other licensed agents of the broker-dealer, if the
agent was assigned super&isory duties by the brokéf—dealer,
including established procedures and a system for applying
them reaéonably expected EQ prevent and detect any violations
of statutes, rules and orders, and the agent failed-reasonably
to discharge those duties.

SECTION 178. Wis; Adm. Code section SEC 4.10 is created

to read: L

SEC 4.10 Bank agency traﬁsactions. (1) A bank,
saviﬁgs institution or truét dompany.not licensed as a
broker-dealer may execute orders for the purchase or sale of
secﬁrities‘as agent for the purchaser or seller thereof,'in
trénsactibns not in violation of chapter 551, Wis. Stats.,
if the bank, savings institution or trust compaﬁy:

(a) has no direct interest in the sale or dis£ribution
of the securities purchased or sold, receives no commission,
profit, or other'compensation from any source other than the
puréhaser or seller, and delivers to the customer its own
written confirmation of the order which clearly itemizes its
commission, profit of othef compensation; and 7

(b). ih connection Qith purchases of" securities from or
through broker—deélers, discloses to the broker—dealef
whether such purchase is for its own account, or for the

account of a customer 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, savings 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 bf its. own cohfirmations delivered to its customers
and copies of-confirmations receiVed from broker-dealers in
connection with such transactions and records confirming any
customer is a person specifiéﬁfunder sectiop 551.23(8), Wis.
Stats. |

(3) 'Nothing in £his rule shall prevent a bank, savings
institution or-trust cqmpanyAfrom acting as depository, |
custodian, exchange agent, escrow agent, transfer agent,
registrar, agent administering dividend réinvestment plans
or in any siﬁilar capadity in the ordinary course of business.

SECTION 179. Wis. Adm. Code chapters SEC 5 Frauduleﬁt
Practices, SEC 6 General Provisions, SEC 7 Administrative
Procedure,Aand SEC 8 Forms, are renumbered SEC chapters 6
Fraudulént Practices, SEC 7 General Provisions, SEC 8
Administrative Procedufevand SEC 9 Forms, respectively.

SECTION 180. Wis. Adm. Code chapter SEC 5 (Intro.) is

rs

created‘to'read:

-Chapter SEC 5

LICENSING OF INVESTMENT ADVISERS
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SECTION 181. Wis. Adm. Code section SEC 5,01(1) is
created to read: |

SEC 5.01. Licensing pfoceduré. (1) Applications for
initial and renewal lidenses and qualifications of investment
advisers and their representatives shall be filed on forms
prescribed by the commissioner and shall'inélude all’infor—
mation required by such forms and any other information the
commissioner may require.

SECTION 182. Wis. Adm. Code section SEC 5.01(2) is
created to‘read:

SEC 5.01(2) A licensiﬁg‘fapplication“.for purposes of
section 551.32(1) (b), Wis; Stats., means an application that
includes all information required by the commissioner.

SECTION 183. Wis. Adm. Code section SEC 5.01(3) ié
Created td'read:

SEC 5.01(3) Each applicant for an initial license as
‘an investment adviser or for qualification as an investment
adviser-repfesentative is required to pass a writteh,examina—
tion prescribed‘by the commissioner, unless the requirement
is waived under ‘subsection (4) . The examination shall
relate to chapter 551, Wis. Stats., the‘rules of the commis-
sioner thereunder, the applicable federal securitiés laws
and the rules of the securities and exéhénge commissioﬁ
"thereunder, general matters concerning the securities
business, and such'other matters as the éommissioner may
determine. The commissioner may présqribe different exam-

inations for different classes of applicants.
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SECTION 184. Wis. Adm. Code section SEC 5.01(4) is

created to read:

SEC 5{01(4) ’The cémmissioner may waive, in whole or in
part,_the‘examination ;eqhirement fof: |

(a). any applicant insbfar_as the examination reiates
to generél matters édncernihg the securities business, upoﬂ-
receipt of evidence of satisfactory completion of a comparable
examination; | |

(b) any applicant who, within 2 years prior £o the
date the application is filed, has been 1icensed or qualified
under chapter 551, Wis. Statg.; or

(c) any person by drder of the coﬁmiSsionér under such
conditions as £he commissioner may pfescribe.

SECTION 185. Wis. Adm. Code section SEC 5.01(5) is
created to read:

SEC 5.01(5) Prior to issuance of a license as an
investment adviser, a written examination shall be success-
fully completed by such supervisory personnel.representing
the investment adviser as the commiséioner may require, and
the_commissioner may require that any such person‘be qualified

under chapter 551, Wis. Stats., as a representatiVé of the

investment adviser.

SECTION 186. Wié.rAdm. Code section SEC 5.01(6) is .

created to read:
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SEC5.01(6) "Any application for license which is not
completed or withdrawn within 6 menfhs from the date it is .
initially received may be deemed materially incomplete under
section 551.34(1)(a),“Wis. Stats., and the comﬁissioner may
issue an order denyiné effectiveness to such application.

SECTION 187. Wis. Adm. Code section 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 investment adviser representative
emﬁloyed on a full-time basis at its principal office.

SECTION 188. wis. Adm. Code section SEC 5.02(1) is
created to read:

SEC 5.02 Net capital requirement. (1) Every investment
advigser 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‘islan‘individual,
such pefson shall segregate-from personal capital an amount
sufficient to satiéfy the net cépital requirement, 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 readﬁ
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SEC 5.03 Investment advisefs' records. (1) Every
licensed invesﬁmenﬁ adviser shall maintain and keep current
the followihg‘books and'recordé relating to its business:

(a) ledgers (or o%her records) reflecting all assets
and liabilities, inéome and expensé‘and capitai accounts;
fb) a record showing all payments fecéived, including
daté of'receipt, purpose and from whom received; and all
disbursements, including date paid, purpose and to whom
made;

(c) a record showing all recéivables and payables;

(d) records showing'seﬁafafely for each client the
securities purchased or sold, and to the extent it has been
made available to the investment adviser, the date ana
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 shbwing separately all securities bought
or. sold by clients insofar as known to the investment aaviser
and indicating thereon with proper identification of the
individual account, the.date, amount, and price at which
such securities were purchased or sold; or, in the alternative,
a record showing'all’securities bought. or sold bY‘or for the
‘accounts of all cliéhts of the'investment-adviSer iﬁ each
month, the total number of shares orlprincibal amount of
each Sécurity bought or sold and the lowest and highest

price at which such purchases or sales were made during the

month;
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(ff copies of broker-dealers’ confirmations of ail
transactions placed by the investment adviser for any
account, and such other brokerédealers' confirmatiohs-as
may be Su@plied to the investment adviser by a qlient 6r
broker—dealérf |

(g) records of all accounts in which the investment
adviser is vésted with discretionaiy authority, including
powers of attorney and other evidence of discretionary
authority; | |

(h) copies of all agreements entered by the invéstment»
adviser with resbéct to any atcdount, which agreements shall
set forth the fees‘to be charged and the manner of éomputation
- and method of payment ﬁhereof, and copies of all communications,
correspondence and other records relating to securities
transactions with customers including all complaints of
customers relating to securities transaétions; and‘

(i) all partnership articles, or all articles of
incorporation, by-laws, 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, thé first 2 years in
‘an easily accessibleyplace, all records required under sub-
sectionﬂ(l),_except that records respecting an account
required 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 required

“under subsection (1) (i) shall be preserved by the‘investment
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 adviserﬂfor a period of.not less than 3 years after with-
drawal or expiration of’its license in this state. After a
record or other document has been presefved for 2 years as
required above, a mitrofilm copy thereof may be substituted
‘for the reﬁainder of the required period.

SECTION 191. Wis. Adm. Code section SEC 5.03(3) is
created to réad: |

"8EC 5.03(3) The commissioner may by order exempt any
investment adviser from all or part of the requirements of
this rule, either unconditionall? or upon specified_conditibns,
if‘by reason of the special»nature of its business, the
requirements are not necéssary in the public interest or for
the protection of investors.

SECTION 192. Wis. Adm. Code section SEC 5.04 (1) is
created to read:

SEC 5.04 - Reporting requirements. (1) Each investment.
~adviser shall file annually with the commissioner, within
60 days after the end of its fiscalvyear, a copy of its
annual financial statements, including supporfing schedules.

SECTION 193. Wis..Adm. Code section SEC 5.04(2) is
created to read: |

SEC 5.04 (2). Each investment adviser shall file with
the commissioner a copy of any complaint related to its
business, transactions, or operations in this state, néming
the ihvestment adviser or any of its partnefs, officers or
investment adviser representatives as defendants in any

civil or criminal proceeding, or in any administrative or
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‘disciplinary proceeding by any public or private,regﬁlatory
agency, within 20 days of the date the complaint is served
von £he investment adviser} a copy of any answer or reply;
thereto filed by the ‘4nvestment adviser within 10 days of.
the date such is filed; and a copy of any decision, order or
sanction made with respect to any such proceedingrwithin 20
days oﬁvthe date the decision, order or sanction is rendered.

SECTTON 194. Wis. Adm. Code section SEC 5.04(3) is
created to read:

~SEC 5.04(3) Each invéstment adviser shall file with
the commissioner a notice of :transfer of control or change
of name not less than 30 days prior té the date on which the
transfer of contfql or change of name is to become effective;
or such shorter éeriod 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
éreated,to read:

SEC 5.04(4) Except as prqvided in Wis. Adm. Code
sections SEC 5.04(2) and (3), all material changes in the
information included in an investment adviser's nost reéent
application for license shall be set forth in an amendmenf

“to form ADV filed prdmptly with the commissioner.
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SECTION 196. Wis. Adm. Code sections SEC 5.05(1), (2),
(3) aﬁd (4) are created to read:

'_SEC75.05 Rules of ‘conduct. (1) Each investment
adviser shall establish written supervisory procedureé and a
sysfem for applying such procedures, which may reaéonably be
expected £o prevent and detect any violations of chapter .
551, Wis. Stats., and rules and orders thereunder. Such
procedures shall ihclude theAdesignation and qualification
of a number of supervisory employes reasonable in relation
to the number of its qualified investmentbédViser repre-
sentatives, offices and activities in this state.

(2) An investment adviser shall not énter,vextend, or
renew any investment advisory contract if'the contract:

(é) providés~for compensation to the investment
adviser on'the basis of a share of Capital gains upon or
capital appreciation of the funds or aﬁy portion of the
funds of the client; | |

.(b) fails to provide, in substance, that nd‘assignment
of the contract may be made without the consent of the
customer; or .

(c) fails to provide, in substance, that the investment

adviser, if a partnership, shall notify the other party to

the contract of aﬁy change in the'memberShip ofjthe partner-
éhip Within a reasénable time after such ghange.'

(3) Subsection (2) (a) shall not prOhibit'an investment:
advisory‘contract which provides for'compensation 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.
"Assignmént," as used in subsection (2) (b) includes any
direct or indirect transfer or hypothecation of an invest- .
ment advisory contract hy the aéSignor or'bfva controlling
.'blockiof £hé assignor's outstanding voting securities by a
security holder of the assignor; but, if the investment
adviser is a partnership, no assignment of an investment
advisory'contract is considered to result from tﬁe'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 advisérvof one or méré members who, after admission,
will be only a minority of the members énd will havé only a
,minérity inﬁerest in the.bﬁsiness. As used in subsection
(2), "investment advisory contract" méans any contract or
~agreement whereby'a person agreeé to act as investment‘»A
aaviser or to manage . any investment or. trading account for a
pefson Othér 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‘SSl, Wis. Stats}, or‘ény rule or order

thereunder. Any such condition, stipulation 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) Nb qualified representative or partner,
officer or director of a licensed investment adviser shall
be ‘an agént or a partner, officer or director of any broker-
dealer or shall be a Quqlified.representative or partner, o
officer or director of any other investment adyiser_unleés'
such other broker-dealer or iﬁvestﬁent adviser is affiliated
with the investment adviser by reason of direct or indirect
common_control.,

SECTION 198. Wis. Adm. Code section SEC 5.05(6) is
éreated to. read:

SEC 5.05(6)‘ The_aggregate ownership by all partners, -
officers, directors or qualified representatives'of.a
.licensed investment adviser,ror'groups of which they are’
members, may not exceed 5% of the votihg interest in any =
other‘investment adviser or in any broker-dealer, or in any
entity controlling or under common control'withlthe other
" investment adviser or broker-dealer, unless the other
inveétment adviser or broker-dealer is affiliated with the
inveétment‘adviser by reason -of direct or indireét common
control, or unless permitted by order of the commissioner.

. This provision shall not prohibit any pérsdn from owniﬁg any

équity security of an investment adviser or broker-dealer

whose securities may be sold in transactions exempt from
registration under section 551.23(3), Wis. Stats.
SECTION 199. Wis. Adm. Code section SEC 5.06 (intro.)

is created 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
adViser‘under'section‘551.34(l)(g), Wis. Stats., withoﬁt
limiting’those terms to the practices sbecified herein:

SECTION 200. Wis. Adm. Code sections SEC 5.06(1) and
(2) afe created to read: |

SEC 5.06(1) Exercising any discretionary power in
placing ‘an order for the puréhase ér sale of securities for
the account of a customer without first obtaining written
discretionary authority from ‘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'20l. Wis. Adm. Code éection SEC 5.07(1) is
creaﬁed to read:

SEC 5.07 License period. (1) The initial license of
an investment advigser expires Deceﬁber 31 of each year. The
qualification-of an investment adviser representative
expires on the same day as that of the investment adviser .
lwhich éuch person fepresents. The commissioner may by order
limiﬁlthe périod of, or specify an earlier expiration'date
for, "any license. A | |

SECTION 202. Wis. Adnm. Code section SEC 5.07(2) is -

created to read:
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SEC 5.07(2) The gualification of an investment adviser
representative is not effective during any périod when the:
investmeﬁtladViser which that person represents is not
licensed. ' .

SECTION 203. Wis. Adm. Code section SEC 5.08(1) is
created to read: |

SEC 5.08 Withdrawal of licenses. (1) An application
' for withdrawal from the status of a licensed investment
adviser under section 551.34(6), Wis. Stats., shall be filed
by the licensee on a form preécribed.by the éommissioner,
and shali inplude a report on the status of all customer
accounts of the licensee in fhis state and any additional.
information the comﬁissidﬁer may require.

SECTION 204. Wis. Adm. Code section SEC 5.08(2) is
created to read:

SEC 5.08(25 An application for withdrawal from'the
‘status of a qualified investment adviser representative
shall be filed by the investment adviser which the person
représents within 10 days of the termination of the repre-
sentative's employment on a form pfescribed‘by the commissioner.

SECTION 205. Wis. Adm. Code ééction SEC 5.09 is created
to fead:

T SEC 5.09 Denial, suspension, revocation and censure.

Any order denying, suspending or revoking the license of an
investment adviser or censuring a licensee may include such

other sanctions as the' commissioner 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: = A

SEC 6.05 Going private transactions. (1) An issuer
whose equity securities of any class are—-e¥ have been regid- .
tered under chapter 551, Wis. Stats., or.predeceasor laws or
s. 12 of the securities exchange act of 1934, and which, on
the date of the initial.offer, notiée or solicitation
teiating to the éropoéed transaction, are held of record by
100 or mdre persons in this. state, which number of holders
constitutes 20% or more of the total number of holders bf
record of sueh the securities, or any affiliated person of
sueh the issuer, is deémédbto empioy av“device, scheme or
artifice to dafraud" holders of saeh.tgg‘sacutities, or to
engage in an "act, practice or course of business which
~Operates bf would opefate as a fraud or deceit" upon sueh
the holders, within the meaning of seation 551.41, Wis.
Stats., if sueh the issuer or person‘enters into any trans-
‘action (including a series of transactions) in this state
'4involving a purchase of any equity aecurity of the issuer,
other than an arm's length purchase by a person not affiliated

with the issuer, which transaction has, or is-intended-t6

have may have, either of the effects described in subsection

(2) hereof, unless:

SECTION 207. Wis. Adm. Code section SEC 6.05(1) (e) is

amended to read:
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SEC.6.05(1) (e) The.commissioner does not disallow the
transaction by order within 15 days of the filing of the
- description of the transaction required by subsection (l)(b),

upon a finding that the‘traﬁsaction constitutes a device,

scheme or artifice to defraud or tends to operate as a fraud

"or deceit upon holders of the securities, dr would so operate.

SECTION 208. Wis. Adm. Code section SEC 6.05(2) (Intro.)
is amended.to read: | |

SEC 6.05(2) The provisions of‘subéection (1) apply to.
a transaction which has, or ts—intended-to-have may have,
either of the following effecgts:

Chapter SEC‘7
‘ ' GENERAL 'PROVIISIOI;IS

SECTION 209- Wis. Adm. Code section SEC 7.01, as renﬁmbefed,
is repealed and recreated to read:

SEC 7.01 Fees.‘ The foildWing fees are prescribed for
the expensés bf examinatién of various matters arising under
chapter 551, Wis. Stats., are chargeable to the appiicant,
'registrant or licensee, and are payablé ﬁnless otherwise
provided at the time an application or notice is filed:

(1) Examination of registration mattefs:

(a) Application for post-effective amendmen£
of é‘registration statement —c-=——=——v —————— ~———===5100.

(b) -Application for extension of a fegis— |
tration sfatement:————* ————————————————————————————— $100.

(c) Field4examination pursuant to éecfion |
. 551.27(5), Wis. Stats. of application for regis-

tration under section 551.26, Wis. Stats. ——~——=———-—- $50 per day per
' ‘ - , examiner.
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_(2) EXamihation of -exemption matters:

(a) Applicatién for exemption from régis—
tration by order under sections 551.23(11) or
(18), Wis. Stats.m—wm@;fwm~———————~-—f —————————————— $100.

(b)' Application for exclusion from a
definition by order under sections 551.02(3)(i)
or 551.02(7) (h), Wis. Stats. =——mm—mmm-mmmm—m——m——mm $100.

(c) AApplication for opinion confirming an
”_exemétiOn or an eXélusion from a definition —-------- $50.

(d) Notice filed under section 551.22(10)
or (14), Wis. Stats., or ungler section 551.23(12),

Wis. Stats., or under Wis. Adm. Code sections
SEC. 2.02(11) (b), (c) or (d) ==-m=mm=mmmmm—mmmmmmme $50.

(e) NQtice filed under section 551.22(8), ‘
Wis. Stats., or under sections 551.23(3), (10),

(11) or (15), Wis. Stats., or under Wis. Adm. Code
section SEC 6.05 —==—=—==——mmmmm e e $100.

(f) Notice filed under Wis. Adm. Code
section SEC 2.01(1)(a)l. or 2. —~F———¥————~———————-$50.

(g)  Notice filed under Wis. Adm. Code -
section SEC 2.01(1l)(a)3., ==mm——m e $100.

(3) Examination of‘licensing matters: |

"(a) Application fo initial license of a
broker—deéler or investment adviser or a °
successor under section 551.32(1) or (3),

WisS. SEALS. ——mmmmmmmmm o e $50.

(b) Application for‘order waiving é licensing

PrOVISION = e o e e e e e e
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(c) Notice of transfer of control of a

broker-dealer or investment.adviser under Wis.

Adm. Code sectibn SEC 4.04(2) =—m-mmmmmmmmmmmmme $50.
(d) Examination"of an agent'applicant éf |

a person representing an investment adviser

under section 551.32(4), Wis. Stats. ------ e $10.
(e) Field examination of applicant for

initial license as broker-dealer or invest-

ment adviser ------- ‘-—_‘——;-——_;—‘;————‘-—‘__—-—f-_$50 per day per
' ‘examiner.

(f) Periodic examination of a broker-
N

dealer or investment adviser under section

551.33(4), Wis. Stats. —--=--- B e L D e T e -—==An amount not exceed-

: ing in any year the
aggregate amount of
filing fees of the
broker-dealer and
its agents or_ the
"investment adviser,
payable -upon com-
letion of the

examination.
(4) Examinatioﬁ of advertising:
(a) Advertising filed with a notice or
appliéation under séctions 551.22, 551.23, |
551.25 or 551.26, Wis. Stats. —----=---- =-=--=----“No charge.
(b) Adyertising filed by a licensee or |
registrant under section 551.53, Wis. Stats. -—----- $5 per.itém, but not

exceeding in any year
the aggregate amocunt
of $100 for each
‘licensee or regis-
trant if paid in
advance.
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(¢) Advertising filed by a person not a
licensee or registrant‘under section
551.53, Wis.VStats. e e e e e e e e $10 per item.
| (d) Prospectus fired‘by a registered invest- '
ment company or finance company under Wis. Adm.
Code section SEC 3.27(2) —————4—--———————————f ————— $50.
| (5) Examination of other matters:
(a) Certification of any document or entry
under section 551.64(4), Wis. Stats., ——————=—e——=e—- $20 pius $1 per page.
(b) Issuance of an interpretive opinion | |
under section 551.64(5), Wis.»Stats., -=—--==———--—- 100.
(6) Photocopying fee --—————4———7——~——; —————— $.25 per page for
: ' the first 10 pages
and $.10 per page
for any additional
pages.
(7) The commissioner may by order require the payment
of a fee of no more than $100 for delinquent or materially
deficient filingé of information or documents required to be
filed in connection with the examination of any matter under
th;s chapter.
SECfION 210. Wis. Adm. Code section SEC 7.02
is amended to read: ‘
SEC 7.02 Advertising. (1) The following advertising
used in connection with the offer,rsale of purchase of any -
security in this state is exempted from filing uﬁder,section
551.53, Wis. Stats.: o

(a) a prospectus published or circulated in connection

with an offering of a security for which a registration
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statement has been filed under sections 551.25 or 551.26,

Wis. Stats., that has not become effective; or an offering

of a security for which a notice or application for exemption,

including such prospectus, has been filed under sections

551.22 or 551.23, Wis. Stats.; ef—an—effefingaef—a—seeurit?

exempteé*uhdef—WiST~Admr—eedeEseetiénfSE€-279&+2}¢’

(b) advertising pgblished of circulated relating to a
security éxempted under section 551.22, Wis. Stats., except
under Wis. Adm. Code section SEC 2+0142} 2;01(4)(a); or
relating to a transaction exempted under sections 551.23(4),
(5), (6), (7) or (8), Wis. Stwmts.; or relating to a trans-
action exemptéd under seCtiong 551.23(12), (13) or (l4),
Wis. Stats., if the issuer has any seéurities registered

under section 12 of the éecurities 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 act of 1940-; or relating to a transaction subjectA

to the filing requirements of section 14(d) of the securities

exchange act of 1934; provided the transaction does not and

. cannot havey-ner-is-intended-te-haves; either of the effects

described in Wis. Adm. Code section SEC 578542} 6.05(2);
- () advertisiné which does no more than state from

whom a prospectus may be obtained, identify the security

offered for sale and state the price thereof and the names

of broker-dealers having an interest in the sale thereof, or
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advertising meeting the requirements Qf rule 134 under the
securities act of 1933;

(d) Advertising—pub}ished—by—aeiieensed—breker—&eaief
ef—investment—aévisef—ééneefning—the—qaa}ifieatiensfef
business—efethe—&ieenseeT—the—genefai—ad&isabiiity—ef
_investing—in-seeufities—er—merket—quetatiens—er—ether’
§aeEaeiﬁinfefmatien-reiating—te—partieuiar—seeurities—er
issuef57—prevideé—suehfaévertising—centains-ne—reeemmenda—
tien-eoneerning-the-purehase-or-salte-of-partienltar-seeurities

advertising published or circulated by a broker-dealer or

. . . o .. .
investment adviser licensed in this state, or by an invest-

ment company registered under chapter 551, Wis. Stats.,

unless the commissioner otherwise provides by order;

(e) advertising, including but not limited to annual
reports and proxy statements, published by an issuer specified
in sections551.22(3), (4), (5) or (6), Wis. Stets;, or
registered under section 12 of the securities exchange act
ef 1934, or exempted'from registration by section 12(g) (2) (G)
thereof, relating to transactions exempted under section

551.23, Wis. Stats.; provided that with respect to any of

. the foregoing, the transaction does not and cannot haver
ner-is-inkended-to-haver either of the effects described in

Wis. Adm. dee section SEC 5+6542) 6.05(2); and

(f) any other advertising which the commissioner may

'specify by order.
- (2) All advertising required to be filed by a licensee

or registrant shall be filed with the commissioner not later
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than the,date of use. All advertising required to be filed
by any other person shall be filed in duplicate noﬁ less
than 10 daysvprior to the date of use or such shorter period
as the commissioner may" permit, and shall not be used in

this state until a-eepy-thereef;-marked-with-allewanee-for

uses-has-been-reeetrved-from—the—-eemmisstener the commissioner

has allowed its use.

{3+——Every&fi}ing—with—the—eémmissienef—ef-saies'
iitefat&fe—ef—an—ihVestment-eempany;fegistered—under—the
investment—eempanyéaet—ef-}94e—sha}}Finéieate—the—dahe—eﬁ
ttg-filting-with-the-National-hsseeration-of-Seeurities
'BeaieféT—EﬁerT—ef—%he—seeufities—and—exehange—eemmissien—ané
the-aetion~-taken-thereenr--Any-sueh-titerature-which-is
materiai}y—misieading—within—thé—meaning—ef—the—statement—ef
potiey-of-the-seecurities-and-exchange-commisstony-as-amended
Nevember—57—i95?7—is~6eeméd—ﬂfaise—ef—misieading—advertisingﬂ
within—the—meaning—e£-seetien;55i7537—Wi37—5tat87' o

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, as renumbered,

is amended to read:

SEC 7.04 Annual reports. <%} Unless otherwise required

by rule or order of the commissioner, every issuer ef-eguity

éeeafiéies—whieh—afe-helé—by—mefe—than—}Ge—steekhe&defs—ef

' feeerd—iﬁ—ﬁhis—stateT—fegistefed—anéef—ehépter—55i7—wi57

Stats-rer-any-predeeesser-iaw, whose securities have been
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registered under chapter 551, Wis. Stats., or ahy predecessor

iaw and are held of record by 100 or more persons in this

state, but met none of whose securities are registered under

section 12 of the securities exchange act of 1934 or exempted
ﬁrom_registration by section 12(g) (2) (B) or (G) thereof, shall

distribute to sueh the‘steekheldefs security holders not

more than 120 days after the end of each fiscal year of the
issuer a balance%sheet of the issuer as of the end of such

" fiscal year and ar-ineeme-statement-and statements of

income and changes in financial position and an analysis of

surplus for sueh the fiscal year meeting the requirements of

Wis. Adm. Code section SEC 6+6% 7.06, and shall concurrently

file copies of those financial statements with the commissioner.

%2%——Evefy—demesﬁie—eefpefatieﬁ—and-every—fereign
'eer?eraéien-}ieensedein?this—staée—ané—net—registergd—under
seetieﬁ—&2—ef—thé—seeurities—exehange—aet—ef—1934—er-éxempted,
from-registration-by-section-12{tgr+t2r{6y-thereefs-shatt
indicate-en-its-annuat-report-£iled-with-the-secretary-of
state—pufsaant—te—seetiens—iser?93—er—18678337—Wis:—8tat577
the—numberref—steekhe%deré—ef—reeefd—in—ﬁhis—stéte—ef—eaeh
eiass—ef—i&s—equity-seeurities: |

SECTION 213.,Wis;)Adm. Code section SEC 7.05 is repealed
and recreated to read: |

SEC '7.05 Files and Records. (1) -Except as otherwise
. provided by law or as specified in subsection (2), any
_record or document in the commissioner's pOSSeséion or

control of which the commissioner is the legal c¢custodian,
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may be inspected or copied by any person during regular
business hours.

(2)  The following records may be excluded from dis-
closure under this section if the commissionef finds the
public interest in nondisclosure outweighs the benefits of
open access:

| (a) pPersonnel files of office employees, férmer
employées and job applicants;‘ |

(b) Commuhicatiohs with legal counsel;

(é) fecords obtained under a pledge or reasonable
expectétion of confidentialiﬁy;i

(d) memoranda and work papers of employees, the
commissioner or the deputy commissioner prepared with the
reasonable expectation ofvconfidenfiality.

(3) With respect to recordsidescribed in subsectioq

(2) (¢) the commissioner shall, and with reépect to any other

““~recordsthe~commissioner=may, prior-to-producing the-recordss=====—==
fdr inspection or copying, cali a hearing (with notice
“to interested persons) for the purpose df determining
whether the records should be produced.

(4) A request for reqords shall be addressed to the
commissioner, who- shall produce the records or a written
‘refusal Qith specific reasons therefor within ten buéiness
days after the request‘is received (except “records describedr
in'subSection (2) (¢) as to which a hearing'has been called).

SECTION 214. Wis. Adm. Code section SEC 7.06 is amended.

to read:
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SEC 7.06 Financial statements. (1) All financial
statements required by chapter 551, Wis. Stats., or these

rules shall be:
(a) prepared in accerdance with generally accepted

accounting principles apptied-en-a-eeonsistent-basis; and

(b) €Eertified examined and feported upon by'an‘independeht
certified publié‘aCCOUntant, provided that this requirement
may be waived by the commissioner in-partieular-eases-for
geed-eause~shewn and does not apply to_interim financial
statements unless otherwise required by the commissioner in

particular cases. The accountant's report shall meet the

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

securities and exchange commission and shall accompany the

financial statements included in the prospectus.

(2) Financial statements meeting the requirements of

regulation S-X ef-the-seeuvrities-and-exehange-cemmissien are

iwdeemed%folsat1sfyfth¢;rgquirements’of*subéédfion”Kl) 6f¥éﬁiéM

rute.

(3) The commissioner mayjy-upen—-the-request-ef-+he
fegistrant—an&—whére—apprepriate—fer—the—preteetien—ef
iﬁvestef37 permit the omiésion of one or more of the state-
ments herein requifea or the filing in substitution therefor
of appropriate statements of comparable character. The
comﬁissioner nay also require the filing ofhother statements
_in—adéitien—teTeef—in—sabséitutien—ferT—the—statements
hereinéfequired—in—any—ease-whefe—sueh—stateﬁenﬁs—are when

necessary or appropriate for an adequate presentation of the
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finaneial condition of ‘any issuer or person whose financial
statements are required, or whose statemente are etherwise
necessary “for the p:otection of investors.

SECTION 215. Wis# Adm. Code Chapter SEC 8 is repealed
and reereated to read:‘ |

Chapter SEC 8‘
ADMINISTRATIVE PROCEDURE

SEC 8.01 'Petitions for hearing: Every request for a
heafing shall be iﬁ the form of. a petition filed with the
commissioner. A petition for a hearing to review an order
shall plainly admit or deny each specific ellegation, finding
or conclusion in the order and incerporated papers (unlees
the petitionef lacke sufficient knowledge or information to
permit an admission or denial, in which case the petition
shall so state, and such statement ehall have the effect of

a denial), and shall state all affirmative defenses.

_SEC 8.02 Notices of hearing and answers A notice of

Eearing shall state the names of the parties to the heafing
and the name'of the hearing examiner. Unless’otherwiee
provided in the notice of hearing, the decision. of the

" hearing examiner shall be the final decision of the commis-
sioner. Every party so dirécted in the notice of heering;
'shall file an answer plainly admitting or denying each
specific allegafidh and‘setting forth affirmative defenses.
'UnlessAa different time is provided in the notice of hearing,
or by the designated hearing examiner for cause shown, every

answer shall be filed not later thah 10 Dbusiness days
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béfore 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 notlraigédsby answer as herein provided may
be deemed waived. |
SEC 8.03 Appearances and defaults. Each‘party shall
appear at the hearing and any preﬁearing conference either
in person or by a duly authorized represeﬁtétive. If any
party,'without gobd cause, fails‘to file an answer as
prdvided in Wié. Adm. Codé section SEC 8.02, or fails to
-~ appear at a hearihg»or prehearing conferencé of which the
party has notice, such failure may be deeméd a default and
the hearing examiner may thereupon make a decision, enter an:
order, or otherwise dispose of the cése.
"SEC 8.04 Form of pleadings. All pieadings, briefs,

decisions and orders filed or issued in connection with any

e —administrative proceeding-under this chapter -shall be
'captioned "Befofe”the’Commissioner of Securities, State of
Wisconsin" and shall be entitled "In the Matter of (name of
party -or parties), Petitioner (or Respondent)."

SEC 8.05. Record of hearings, transcripts, costs. (1)
A stenégraphig,‘elecﬁronié or other record of oral proceedings
shall be made in any case required by law.

(2) A written transcript of proceedings shall be
prepared.upon the request in Writing'(a) of any partyrfor
thé purpose of séeking a rehearing dr judicial review,

or (b) of any person upon tender of the estimated costs of
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£ranscription, adjusted to reflect the actual’costs when
determined. |

(3) Abcopy of the Written transcript of proceedings
shall be provided upon ‘the request in writing (a) of any"
party setting forth by affidavit filed with the commissioner
- the party's impecuniousness, or (b) of‘any person upon
tender of the estimated costs of preparing the copy, adjusted
‘to reflect the actual costs when determined.

SEC 8.06 Service of orders. A copy of every order
issued without a hearing shall be‘sent promptly by certified
mail to each party named in the order at his or her last
known address or personally served upon the party or a legal
representative. |

SEC 8.07 Effectiveness of orders, notice. Every ofder
is effecfive whea signed. Mailing of any order, notice or
ofher document under this chapter to the last known address of any

person; or personal service, constitutes notice thereof to the person. -~

Chapter SEC 9
FORMS -

SECTION 216. Wis. Adm. Code section SEC 9.01 Forms is

~amended to read:

SEC 9.01 Forms. (1) The following forms are prescribed

for use #n-this-state under chapter 551, Wis. Stats., and may

be obtained from- the office of the commissibner'of securities,

Madison, Wisconsin:
U-1l.  Uniform application to register securities.

U~2. Uniform consent to service of process. .
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U-3. Uniform application for license as brekeér-dealer

er investment adviser.

U-4. Uniform application for securities and commodities

indUStry representative” and/or agent.

U~-5. Uniform termination notice for securities industry

représentative and/or agent.

A-}---Application-te-register-gseeurities-by-gualtifications
A-Q7——eeﬁseﬁ%—%e—Sefviee—ef—preeess—by-issuer—er—app&ieant%
A-3r--Eensent-to-serviece-of-preecess-by-breker-deater-or

- investment-advisers
A-4+--Renewal-appticatien~for-breker-dealer-tiecensex
A—S:——Reﬁewai—app}ieaﬁieﬁ—fef—agent—}ieenser |
A-67--Renewal-apptication-for-investment-adviser-iieenser
A—?7-—Appiieatien—fer—withdfawa}—ef—agent—iieehser
6-t-~-Registratieon-orders |

9—27——Registratien—erdef—fer—invesﬁment—eem?anyr

-9-3+-——-Amendment-orders

B-4-z-~Extension-erders
6-5<--Exemption-erder<
6—67——Exemptieﬁ—efder—fef—seeeadary—trddiﬁgr

BD. Uniform application for registration, license, or

membership as a brokér—dealer or to amend such application.

BDR(WI). Application for renewal of broker-dealer

and agent license.

BDW (WI) . Appliéation for withdrawal from the status

of a licensed 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 adviser.

CSP. Consent to service of process by broker-dealer or

investment adviser.

R-+ RS-BD. Broker-dealer report of sales.

R-2 RS-I. Issuer report of sales.

R-3 Bgilg- Investment company report of sales.
R-4 gg:gg. Finance compény report of sales ef-netes.
R-5 RNC-BD. Broker—déaber report of net capital
computation.
| R-6--—-Igsuer-report-of-gates—in-limited-efferings
(2) Any other application, form or notice may-be-filed

eeﬁtainiﬁg under chapter 551, Wis. Stats., shall include the

_information specified in the applicable statutory section or

rule, and may be filed with the commissioner in the form of

a letter or memorandum.
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