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TO ALL TO WHOH THESE PRESENTS SHALL COHE, GREE'l'INGS: 

I, Wesley L. Ringo, Comrnissioner of the State of Wisconsin Office 
of the Commissianer of Securities, as custadian of the official recards 
of said agency, do hereby certify that the annexed rules relating to 
the operation of Ch. 551, Wis. Stats., the Wisconsin Uniform Securities 
Law, relating to: definitions under the securities law; seburities and 
franchise reg istration exemptions; secur ities reg istration and 
disclosure standards, reguirements and procedures; securities 
broker-dealer, securities agent and investment adviser licensing 
reguirements and pLocedures; and various fee-related lnovisions under 
the secur i ties law were duly approved emd adopted by this agency on 
November 12, 1990. 

I further certify that said copy has been compared by me with the 
originaI on file in this agency and that the same is a true copy 
thereof, and of the whole of such originaI. 

[ SEAL] 

IN 'l'ES'rIMONY WHEREOF, I have hereunto set 
my hand and affixed the official seal of 
the Office of the Commissioner of 
sec~~ties in the City of r.1adison, this 
~~,(day of November', 1991. 
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FINAL ORDER OF THE 
OFFICE OF THE CO~illISSIONER OF SECURITIES 

STATE OF WISCONSIN 
ADOPTING, ANENDING AND REPEALING RULES 

To repeal SEC 2.02(6); to renuraber SEC 2.01(3), 2.02(4) (d), 
2.02(7) to (10), 5.03(4), 6.05(1) (a)l to 4 and 6.05(1) (a) (Intro.) i to 
renurnber and arnend SEC 1.07 and 4.04(8); to arnend SEC 2.02(9) (f)6, 
2.027 (3) and (4), 2.03 (1), 3.05, 3 .11, 3 .18, 4.03 ( 3) (In tr 0 .), 4.05 ( 5) , 
5.03(1) (Intro.), 5.04(1) (a), 5.05(5), 6.05(1) (a)l.c., 7.01(5) (d), 
7.01(7) (d), 32.05(1) (Intro.) and 35.02(2) (a) 2; to repeal and recreate 
SEC 35.01(3); and to create SEC 1.02(7) (b), 2.01(3) (b) ,2.02(4) (d), 
3 .01 ( 2) and ( 3) , 3.21 ( 3), 4. 0 4 ( 8) (b) and ( c), 4. 0 5 ( 11), 5. 03 ( 4) and 
(5), 5.04(5) and (6),6.05(1) (a)2, 7.06(4) 35.01(1) (h) and 35.01(6) 
relating to: d'e-f-initiQI1s under the secur ities- law, s~G-u~--it-i-es __ and 
fr-anchJseregistration exernptiöns, securities registration and 
d'i.-S-e-J:OSll r: e-st andardp-~--r e q ui r erne n t s and pr oc edlH'e$-+-Se&ul:'~it-re's 

,.br oker--d e el Iet ,secu riti e s-agen t",-and--in ve strnent-adyise rFFeen:a-ing 
~.q.u_ij;ernen-t-s. and ... procedures-I~---a.nGL-,N-a'J.:'·ious-fee.;;;reiated"pr-ov isi-on:s:..~un~l~-J; 

i-thea ec·u·r::it i e s la W"-"ernd--..;&r·an ch is e law. 

Pursuant to sections 551.63(1), (2) and (3), 551.22(7), 551.23(18), 
551.27(10),551.28(1) (e), 551.32(1) (a) and (b), 551.32(7),551.33(1), 
(2) and (6),551.52(3) and (4) and 553.72(3) and 553.75, Wis. Stats., 
the Off ice of the Comrniss ioner of Secur i ties repeals, arnends and adopts 
rules interpreting those sections as follows: 

Rf.CE,~VFO 

NOV 15 1991 
Rcw\:::;or (j. -. , ... ,. ~ 
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1991 

FINAL FORM OF 

AMENDMENTS TO RULES OF THE 

WISCONSIN COMMISSIONER OF SECURITIES 

SECTION 1. SEC 1.02(7) is renumbered SEC 1.02(7) (a) and 

amended to read: 

SEe 1.02(7) (a) "Braneh offiee" for purposes of the 

broker-dealer provisions of ch. 551. Stats •• and ehs. SEC 1 to 9 

means any braneh offiee, sales office or office of supervisory 

jurisdietion registered under the rules of any national securities 

exchange or national securities association of whieh the 

broker-dealer is a member, or any place of business in this state 

of 3 or more lieensed agents other than agents lieensed for a 

broker-dealer as aresult of the applieation of s. SEC 4.05(8). 

ANALYSIS: This rule, whieh defines the term 
"braneh offiee" for broker-dealer purposes only, is 
renumbered and amended to distinguish it from a 
separate definition ereated in the following 
SECTION that defines "braneh offiee" for investment 
adviser purposes. 



-2-

SECTION 2. SEe 1.02(7) (b) is created to read: 

SEe 1.02(7) (b) "Branch office" for purposes of the investment 

adviser provisions of ch. 551, Stats., and chs. SEe 1 to 9 means 

any office in this state of an investment adviser that is held out 

to the public by any means as a business location of the 

investment adviser. 

ANALYSIS: This rule creates a definition of 
"branch office" for investment adviser purposes to 
be any business location in this state that is held 
out to the public as a business location of the 
investment adviser. The definition is needed 
because of the creation in later sections of 
record-keeping and reporting requirements for 
investment advisers regarding their branch 
offices--requirements that parallel existing 
record-keeping and reporting rules for 
broker-dealers regarding their branch offiees. 

Modifications to this proposed rule were made as 
follows as aresult of comments received: (1) The 
language "in this state" was added to clarify .that 
the scope of the rule extends only to branch 
offiees located in Wisconsin and does not apply to 
locations outside of Wisconsin; and (2) Language 
was deleted f.rom the public comment draft form of 
the rule referring to an office of an investment 
adviser "where investment advice is normally 
provided to clients." 

SECTION 3. SEe 2.01(3) is renumbered SEe 2.01(3) (a) 

ANALYSIS: This renumbering of current rule SEe 
2.01(3) (which has been the only rule adopted to 
date under the "exchange listing" registration 
exemption of sec. 551.22(7), Wis. Stats., and 
relates to NASDAQ/NMS securities) is necessary to 
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make raam for a new paragraph (3) (b) created in the 
following SECTION that designates the Chicago Board 
options Exchange as qualifying for exemption 
purposes under sec. 551.22(7), Wis. Stats. 
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SECTION 4. SEC 2.01(3) (b) is created to read: 

SEC 

designated 

2 . 01 (3) (b) The 

as a national 

Chicago Board options Exchange 

securities exchange qualifying 

is 

for 

registration exemption status under s. 551.22(7), stats., sUbject 

to the authority of the commissioner by order to revoke the 

designation based upon a determination that the exchangeis 

requirements for listing or maintenance as set forth in securities 

act release No. 34-28556 (October 19, 1990) 55 Federal Register 

43233 (October 26, 1990), as contained in the Memorandum of 

Understanding dated May 30, 1991, entered into between the chicago 

Board Options Exchange and the North American Securities 

Administrators Association, Inc., and as published in the Commerce 

Clearing House NASAA Reports, have been so changed or 

insufficiently applied that the protection 

contemplated by the exemption no longer exists. 

of investors 

The commissioner 

also may deny or revoke, by order, registration exemption status 

accorded by this paragraph with respeet to a specif ic issue of 

securities or category of securities on the exchange. The 

issuance of any order by the commissioner under this paragraph 

shall be in accordance with the provisions of the release relating 

to notice of and opportunity for hearing, written findings of fact 

and conclusions of law, and judicial review. 
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ANALYSIS: This rule designates the chicago Board 
options Exchange ("CBOE") as a national securities 
exchange qualifying for registration exemption 
status under sec. 551.22(7), wis. Stats. The CBOE 
is the predominant options exchange in the United 
States and recently expanded its operations to 
include the listing and trading of stocks, warrants 
and other non-option instruments under rule changes 
approved by the U. S. Securities and Exchange 
Commission on October 19, 1990. Most of the CBOE 
rules mirror the rules of existing stock exchanges, 
including CBOE requirements relating to sales 
practices, customer protection, disclosure and 
antifraud protections. Addi tionally, for listing 
equity securities, as weIl as for maintaining 
listing status, CBOE will use the same standards 
employed both by the American stock Exchange (which 
for some years has been an exchange specified in 
sec. 551.22(7» and by the National Association of 
securities Dealers NASDAQ/National Market System 
that was added to sec. 551.22(7) in legislation 
during 1990. The NASDAQ/NMS designation also was 
the subject of an administrative rule adopted 
incident to this agency's 1990 rule revision 
relating to a Memorandum of Understanding between 
the NASD and NASAA that provided the basis for the 
agency supporting the NASDAQ/NMS statutory 
exemption. 

This rule also incorporates by reference the 
Memorandum of Understanding ("MOU") entered into in 
May 1991 between the Chicago Board Options Exchange 
("CBOE") and the North American Securities 
Administrators Association, Inc. ("NASAA") which 
provides the basis for the grant (by means of this 
rule) of exemption status under s. 551.22(7), Wis. 
Stats., for CBOE securities. 

The MOU provides the framework for consideration by 
individual NASAA member jurisdictions of a CBOE 
securities registration exemption on the basis that 
under the MOU: 

(1) The CBOE has established the listing and 
maintenance standard s , as weIl as specified 
corporate governance provlslons, for equity 
securities to qualify for trading on the CBOE 
that are equivalent to the standards and 
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requirements currently applied by the American 
stock Exchange. 

(2) A decertificationjtermination process is 
established whereby the Commissioner can 
decertifyjterminate the designation of the 
CBOE as qualifying for registration exemption 
status under sec. 551.23(18), wis. stats., by 
issuance of an order upon a determination that 
the CBOE requirements for designation or 
maintenance have been so changed or 
insufficiently applied that the protection of 
investors contemplated by the CBOE exemption 
designation no longer exists. Addi tionally, 
the Commissioner by order can deny or revoke 
exemption status with respect to a specific 
issue of securities or category of 
securities. The MOU establishes the procedure 
to be followed with respeet to the decerti­
ficationjtermination process, including notice 
of, and opportunity for, hearing, written 
findings of fact and conclusions of law, and 
judicial review. 

SECTION 5. SEe 2.02(4) (d) is renumbered SEe 2.02(4) (e) 

ANALYSIS: This renumbering is necessary to make 
room for a new series of rules. (in the following 
SECTION) which add certain categories of "Qualified 
Institutional Buyers" under federal rule 144A to 
the list of "institutional investors" for purposes 
of the securities registration exemption in sec. 
551.23(8) . 

SECTION 6. SEe 2.02(4) (d) is created to read: 

SEC 2.02(4) (d) Any of the following "qualified institutional 

buyer" entities, whether acting for its own account or the 

accounts of other qualified institutional buyers listed in sec. 

230.144A under the securities act of 1933, that in the aggregate 
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owns and invests on a discretionary basis at least $100 million in 

securities of issuers that are not affiliated with the entity: 

1. Any plan established and maintained by a state, its 

political subdivisions, or any agency or instrumentality of a 

state or its political sUbdivisions, for the benefit of its 

employes. 

2. Any employe benefit plan within the meaning of title I 

of the Employment Retirement Income security Act of 1974. 

3. Any business development companyas defined in section 

202 (1) (22) of the investment advisers act of 1940 or in section 

2(a) (48) of the investment company act of 1940. 

4. Any organization described in section 501(c) (3) of the 

internal revenue code corporation (other than a bank as defined in 

section 3(1)(2) of the securities act of 1933 or a savings and 

loan association or other institution refereneed in section 

3 (1) (5) (A) of the securities act of 1933 or a foreign bank or 

savings and loan association or equivalent institution). 

5. Any partnership or Massachusetts or similar business 

trust. 
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ANALYSIS: These rule provisions add to the 
existing list of entities designated as 
"institutional investors" under the securities 
registration exemption in sec. 551.23(8), wis. 
Stats., several categories of so-called "qualified 
insti tutiona I buyers" ( "QIB' s" ) des igna ted in 
recently adopted U.S. Securities and Exchange 
conunission Rule 144A. That Rule provides a "safe 
harbor" securities registration exemption under the 
federal Securities Act of 1933' for immediate 
resales of private placements of securities to such 
designated QIB's--each of which to qualify must own 
and invest on a discretionary basis at least $100 
million in securities of issuers that are not 
affiliated with such QIB. 

The current Wisconsin "institutional investor" 
registration exemption, together with the listing 
in the current subsections of SEC 2.02(4) of 
additional entities constituting "institutional 
investors" already cover the majority of the QIB's 
listed under federal Rule 144A. In order to cover 
the 4 QIB categories not currently covered, this 
SECTION adds as additional "financial institutions 
or institutional investors" for purposes of the 
registration exemption under sec. 551. 23 (8), wis. 
Stats., the following: (1) Employee benefit plans 
established and maintained by a state, its 
pOlitical subdivisions or any agency or 
instrumentalitYi (2) Any employee benefit plan 
covered by Title I of ERISAi (3) Any business 
development company defined under specified 
sections of the Investment Advisers Act of 1940 or 
the Investment Company Act of 1940 i (4) certain 
Internal Revenue Code 501(c) (3) entitiesi and (5) 
Any partnership or Massachusetts or other business 
trust. 

SECTION 7. SEC 2.02(6) is repealed: 

ANALYSIS: This rule (which sets forth the 
information required to be included with a notice 
filing to claim use of the securities registration 
exemption of sec. 551.23(12), wis. Stats.) is 
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repe~17d as. unneeessary in view of the rule 
prov1s10n of general applieability in SEC 2.03 that 
sets forth the informational requirements for all 
exemption notice filings under see. 551.22 or 
551.23, Wis. Stats. 

SECTION 8. SEC 2.02(7) to (10) are renumbered SEC 2.02(6) to 

(9), respeetively. 

ANALYSIS: This renumbering is neeessary to refleet 
the repeal of eurrent rule SEC 2.02(6) in an 
earlier SECTION. 

SECTION 9. SEC 2.02(9) (f)6 is amended to read: 

SEC 2.02(9) (f)6. The plan meets the repurehase standards of 

s. SEC 2.01t5t-i§l(d) i 

ANALYSIS: This amendment eorreets the eitation to 
the rule eross-referenced to refleet arenumbering 
made in the 1990 rule revision process. 

SECTION 10. SEC 2.027(3) and (4) are amended to read: 

SEC 2.027(3) Neither the issuer , its offieers, direetors, 

general partners, controlling persons or affiliates, nor any 

broker-dealer or agent offering or selling the securities is or 

would be disqualified under s. 551.23(19) (e), Stats. 
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(4) The aggregate offering price of the securities sold in 

the offering to persons in Wisconsin pursuant to this exemption 

does not exceed $500,000, provided that the issuer has not made 

other offerings in Wisconsin pursuant to this exemption that would 

meet 

Rule 

the criteria for being integrated with the offering 

502(a) of Regulation D under the securities act of 

ANALYSIS: These amendments to two subparagraphs of 
the Wisconsin-issuer-registration-exemption-by-fil­
ing provision do the following: (1) amend the "bad 
boy disqualifier" language in sub. (3) to specifi­
cally cover the same additional categories of 
persons as are specified in the "bad boy 
disqualifier" subsection of the Regulation D 
exemption in sec. 551.23(19) (c)l.a., wis. Stats.; 
and (2) clarify that the $500,000 offering price 
provision in par. (4) is on a per offering/per use 
basis, but is sUbject to the U.S. Securities and 
Exchange commission's rule 502(a) under Regulation 
D that determines whether a particular offering 
will be deemed integrated with other offerings by 
the issuer. 

SECTION 11. SEC 2.03(1) is amended to read: 

1933. 

under 

SEC 2.03 EXEMPTION PROCEEDINGS (1) -A If a notice is 

reguired to be filed in order to seek to claim registration ef 

exemption status pursuant to s. 551.22 or 551.23, Stats., the 

notice shall consist of a copy of any prosp~ctus, circular or 

other material to be delivered to offerees, the fee prescribed by 

s. SEC 7.01 (2), and a cover letter describing how the offering 



-11-

will meet all the requirements for use of the exemption sought to 

be utilized. 

ANALYSIS: These amendments clarify that the 
requirements of SEe 2.03 need to be complied with 
only for those securities registration exemptions 
under sec. 551.22 or 551.23 that necessitate a 
notice filing in order to seek to claim use of the 
exemption. 

SECTION 12. SEe 3.01(2) and (3) are created to read: 

SEe 3.01 (2) with respect to redeemable securities of 

investment companies registered under the investment company act 

of 1940, the maximum selling commission or discount is presumed 

reasonable if it does not exceed 9% of the selling price of the 

securities, including the percentage amount of any redemption fee 

payable upon redemption of the securities. 

(3) with respect to investment company shares or face 

amount certificates sold pursuant to a contractual plan or program 

payable in installments, the selling commission may be deemed 

unreasonable if more than a pro rata portion of the total selling 

commission payable over the period of the contract is payable in 

connection with any installment payment, or if any charge or 

penalty is assessed for failure to make any installment payment. 
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ANALYSIS: This SECTION reinstates two subsections 
of the securities registration guideline relating 
to selling expenses that were inadvertently 
repealed (due to an error in numberingl incident to 
the amendment of SEC 3.01(1) in the 1990 rule 
revision process. 

SECTION 13. SEC 3.05 is amended to read: 

SEC 3.05 PROMOTERS' INVESTMENT. The offer or sale of 

securities of an issuer in the promotional or developmental stage 

may be deemed unfair and inequi table to purchasers unIess the 

offering complies with the provisions of the North American 

Securities Administrators Association Statement of Policy on 

EX~S~~fi~--ea~~~a~~~a~~efi Promoter's Investment, adopted April 

23, 1983, as amended effective January 1, 1988. Copies of the 

statement of Policy are available from the commissioner' s office 

for a prepaid fee of $4. 

Note: The Statement of Policy is published in CCH NASAA 

Reports published by Commerce Clearing House and is on file at the 

offiees of the Wisconsin secretary of state and the revisor of 

statutes. 

ANALYSIS: This amendment reflects a name change 
made to this NASAA Statement of Policy by vot e of 
NASAA members, including Wisconsin, effecti ve 
January 1, 1988. 
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SECTION 14. SEC 3.11 and 3.18 are amended to read: 

SEC 3.11 REAL ESTATE PROGRAMS. The offer or sale of 

interests in a limi ted partnership which will engage in real 

estate syndications may be deemed unfair and inequitable to 

purchasers unIess the offering complies with the provisions of the 

North American Securities Administrators Association Statement of 

Policy regarding real estate programs, adopted April 15, 1980, as 

amended effective March 30, 1982, April 23, 1983, April 27, 1984, 

January 1, 1986 anaL January 1, 1988 and August 27, 1990, 

including comments. Copies of the Statement of Policyare 

available from the commissioner's office for a prepaid fee of $4. 

Note: The Statement of Policy is published in the CCH NASAA 

Reports published by commerce clearing house and is on file at the 

offiees of the Wisconsin secretary of state and the revisor of 

statutes. 

SEC 3.18 COMMODITY POOL PROGRAMS. The offer or sale of 

interests in a limited partnership which will engage in the buying 

and selling of and trading in, commodity futures contracts, 

options thereon, commodity forward contracts or similar 

instruments, may be deemed unfair and inequi table to purchasers 

unIess the offering complies with the provisions of the North 
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American securities Administrators Association Statement of Policy 

on Registration of Commodity Pool Programs, adopted September 21, 

1983, as amended effective August 30, 1990. copies of the 

Guidelines are available from the commissioner' s office for a 

prepaid fee of $4. 

Note: The Guidelines are published in the CCH NASAA Reports 

published by Commerce Clearing House and are on file at the 

offiees of the Wisconsin secretary of state and the revisor of 

statutes. 

ANALYSIS: This SECTION contains the amendments 
necessary to be made to two incorporated-by­
referenee NASAA Statements of Policy (relating to 
real estate programs and to commodi ty pool 
programs) to refleet changes to these policies 
adopted at the NASAA 1990 Fall Conferenee by vote 
of member jurisdic'tions, including Wisconsin. 

SECTION15. SEC 3.21(3) is created to read: 

SEC 3.21(3) In any offering for which a registration 

statement on U.S. securities and exchange commission Form F-7, 

F-8, F-9 or F-10 has been filed by coordination with the 

commissioner, the requirement in s. 551.25(3) (a)2, Stats. that a 

registration statement be on file with the commissioner for at 

least 10 days is reduced to a requirement that the registration 

statement be on file with the commissioner for at least 7 days. 
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ANALYSIS: This rule is one of several revisions 
made for the purpose of accommodating and 
harmonizing Wisconsin's registration procedures and 
requirements with reeent rules adopted May 30, 1991 
by the U.S. Securities and Exchange Commission to 
develop a multi-jurisdictional disclosure system 
("MJDS") . 

The federal MJDS provisions enable large, 
well-capitalized Canadian issuers whose securities 
are traded on major Canadian exchange s and meet 
certain other requirements, to satisfy U.S. federal 
securities law registration and reporting 
requirements by providing documents prepared in 
accordance with the requirements of Ca nad ian 
securities regulatory authorities. Although 
securities offerings in the U.S. by Canadian 
issuers using MJDS thus will not be sUbject to a 
review process by the SEC, such offerings must 
stiIl be filed in each state for review as part of 
the registration by coordination procedure. 

The NASAA membership in 1990 adopted a 
resolution endorsing MJDS and called on NASAA state 
member jurisdictions to take all necessary steps to 
implement MJDS for purposes of their state law 
procedures and requirements. Addi tionally, NASAA 
recommended several specific steps that states 
could take to implement MJDS: (1) review MJDS 
registration-by-coordination filings within 7 
calendar days of receipt to harmonize with Canadian 
registration review periods; (2) accept financial 
statements for MJDS filings prepared according to 
Canadian generally accepted accounting procedures; 
(3) accept Form F-7 in lieu of any prescribed state 
form to claim use of the "offer to existing 
securityholder of the issuer" state securities 
registration exemption; and (4) adopt a secondary 
trading exemption for any security of a Canadian 
issuer that has filed Form F-8, F-9 or F-10 with 
the SEC that has become effective. NASAA also 
developed several "model" administrati ve rules to 
be used by NASAA member states in adopting rules to 
implement MJDS. 



-16-

The new rule created in this SECTION is based 
on the NASAA model rule relating to the minimum 
time period that a registration statement using 
MJDS filed on Form F-7, F-8, F-9 or F-10 must be on 
file with the Commissioner under the 
registration-by-coordination provisions of 
551.25(3) (a)2. The new rule, adopted pursuant to 
the Commissioner's authority in sec. 551.25(3) (b) 
to wai ve by rule or order any of the condi tions 
specified in par. (a), reduces to 7 days (down from 
10 days) the minimum time period that an MJDS 
f iling by a Canadian issuer is required to be on 
file with the Cornrnissioner. The seven-day period 
corresponds to the minimum review period applicable 
under the Canadian securities regulatory 
requirements. 

SECTION 16. SEC 4.03(3) (intro.) is amended to read: 

SEC 4. 03 ( 3 ) Except as prov ided in par. ( e), every branch 

office of a licensed broker-dealer, as defined in s. SEC 

1.02(7)lBl, shall prepare and keep current the following records: 

ANALYSIS: This amendment is necessary to reflect 
the renumbering (made in an earlier SECTION) of the 
definition of "branch office" in rule SEC 1.02(7). 

SECTION 17. SEC 4.04 (8) is renumbered SEC 4.04 (8) (a) and 

amended to read: 

SEC 4.04(8) (a) Each broker-dealer shall notify the 

cornrnissioner in writing at least 14 days prior to either the 

opening or e~es~H~ the change of address in this state of any 

branch office as defined in s. SEC 1.02(7)lBl. ~he-He~~~~ea~~e~ 
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ANALYSIS: The amendments to this rule do the 
following: (1) Renumber the eurrent rule to be 
par. (a) due to the creation of the additional 
paragraphs to sub. (8) in a following SECTION. (2) 
Delete from this provision the referenee to 
"closing" a braneh office beeause braneh office 
elosings are made the sUbjeet of a separate 
provision in SEC 4.04(8) (b) in a following SECTIONi 
(3) Add a requirement to provide notif ieation to 
the Commissioner when there is a reloeationjehange 
of address of a braneh offiee; and (4) Delete the 
last sentenee (whieh allows the Commissioner to 
request speeifie information) beeause a separate 
paragraph is ereated in a following SECTION that 
partieularizes the information to be ineluded. 

SECTION 18. SEC 4.04(8) (b) and (e) are ereated to read: 

SEC 4.04(8) (b) Eaeh broker-dealer shall notify the 

eommissioner in writing at least 14 days after the elosing in this 

state of any "braneh offiee" as defined in s. SEC 1.02(7)(a). 

(e) The notifieation provided to the eommissioner 

under pars. (a) or (b) shall inelude the address and telephone 

number of the braneh offiee, the name of the supervisor at the 

braneh offiee, the number of agent s operating out of that braneh 

office and any other information the eommissioner may request. 

ANALYSIS: These 
rule SEC 4.04(8) 
the Commissioner 

new subseetions modify existing 
(relating to providing notice to 
of eertain ehanges affeeting a 
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"braneh offieeli of a broker-dealer) in the 
following respeets: (1) Creates a separate 
paragraph (b) dealing with providing notice of the 
elosing of a braneh offiee, and ehanges the 
notifieation from a 14-days-prior-to-the-elosing 
requirement under the current rule to a 
14-days-after-the-closing; (2) Speeifies in 
paragraph (e) the various kinds of information to 
be provided in the notifieation to the 
commissioner, whieh information is neeessary to 
keep the ageney's database of broker-dealer braneh 
offiees aeeurate for reporting purposes as weIl as 
for periodie braneh office examination purposes. 

SECTION 19. SEC 4.05(5) is amended to read: 

SEC 4.05 (5) Each broker-dealer shall provide eaeh eustomer 

with a conformed eopy of all eontraets or agreements between the 

broker-dealer and the eustomer, and a eopy of the eustomer 

information form preseribed under s. SEC 4.03 (1) (k), not later 

than 20 days after the eustomer's aeeount is first established on 

the books and reeords of the broker-dealer. A eopy of any 

material amendment to a eustomer's contraet, agreement, or 

eustomer information form shall be provided to the eustomer with in 

20 days from the date of the material amendment. In this 

subsection, a material amendment is presumed to exist, without 

limitation, in the event the broker-dealer reeeives from the 

eustomer and records on the customer information form, ehanges to 

the eustomer's annual ineome, net worth, investment objeetives or 

other ehanges to information affecting the agent's ability to make 
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suitable reeommendations for the customer as required under s. SEC 

4.06(1) (e). 

ANALYSIS: The existing rule in SEC 4.05(5) 
establishes a Rule of eonduct violation if a 
broker-dealer fails to provide a customer with a 
copy of any "material amendment" to the customer's 
eontract, agreement, or customer information form. 
In a number of branch office examinations of 
broker-dealers, the agency staff has noted that 
copies of amendedjupdated customer new account 
forms were not provided to customers in what 
appeared to the staff to be obvious instances where 
th ey should have been provided. Because some firms 
have questioned the meaning of "material 
information" for purposes of the customer 
information form portion of this rule, this 
amendment provides a list of several categories of 
customer information form information, changes to 
which the Office would expect to trigger the 
requirement under the rule to provide a copy of the 
amended form. 

Modifications to this proposed rule made as a 
result of comments received are as follows: (1) 
The language in the public comment draft form of 
the rule relating to "name and address" information 
was deletedi and (2) The language "the 
broker-dealer receives from the customer and 
records on the customer information form" was added 
to clarify that the rule does not establish a duty 
on a broker-dealer of ongoing inquiry into the 
customer's circumstances. Rather, the rule as 
modified requires a copy of the material amendment 
data to be furnished where the broker-dealer has 
been informed of the revised customer data by the 
customer and the broker-dealer has recorded such 
revised data on the customer information form. 

SECTION 20. SEe 4.05(11) is created to read: 
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SEe 4.05(11) Each broker-dealer shall disclose in writing to 

customers at the time of opening an account, any custody fees, 

service fees, or maintenance fees that may be charged to the 

customer and the basis upon which the charges are determined. 

customers shall receive written notice at least 45 days prior to 

the impositionof any new custody, service, maintenance or similar 

fees, or any changes to existing fees of that nature. 

ANALYSIS: This new rule under the broker-dealer 
Rules of Conduct section requires broker-dealers to 
disclose in writing to each customer at the time an 
account is opened, prescribed information regarding 
certain custody, service, maintenance or similar 
fees that may be charged to the account. 
Additionally, because many broker-dealers over the 
last 12 months have imposed fees, with little or no 
advance warning (which range from $30 to $50 or 
more and may affect securities that are difficult 
to take delivery of or transfer to another firm) , 
for holding customer funds and securities for 
customers (whose accounts do not generate a 
required minimum amount of commissions), the second 
part of this rule requires broker-dealers to 
provide customers with a 45-day prior notification 
before the imposition or amendment of any such 
fee. Such time period will provide customers a 
reasonable period of time to make changes in their 
accounts or take other action to avoid such fees. 

SECTION 21. SEC 5.03(1) (intro.) is amended to read: 

SEC 5.03 INVESTMENT ADVISERS' RECORDS. (1) Every licensed 

investment adviser shall maintain and keep current at its 

principal office the following books and records relating to its 

business: 
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ANALYSIS: This amendment clarifies that the 
record-keeping requirements in sub. (1) apply to 
the prineipal office of an investment adviser, and 
the added language is necessary to provide in this 
rule a contrast with the proposed new rules in a 
following SECTION that establish separate 
record-keeping requirements for branch offiees of 
investment advisers. 

SECTION 22. SEC 5.03(4) is renumbered SEC 5.03(6). 

ANALYSIS: This renumbering is necessary to make 
room for two new rules created in the following 
SECTION relating to required branch office 
records. The two new rules need to follow in 
sequence the existing rules in SEe 5.03(1) to (3) 
relating to records required to be maintained at 
the principal office of an investment adviser. 

SECTION 23. SEC 5.03(4) and (5) are created to read: 

SEC 5.03 (4). Every branch office of a licensed investment 

adviser, as defined in s. SEC 1.02(7) (b), shall prepare and keep 

current the records described in subs. (l)(C), (f), (g), (k), (L) 

and (2) (a) . 

(5) The records required in sub. (4) shall be preserved at 

the branch office for a period of not less than 3 years, the first 

2 years in an easily accessible place. Upon closing of the branch 

offiee, the records shall be transferred to the home office for 

the duration of the required retention period. The record may be 

retained by computer if a pr inted copy of the record can be 
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prepared immediately upon request. If arecord has been preserved 

for the first year of the 3-year period required in this 

subsection, a microfilm copy may be substituted for the remainder 

of the required retention period. 

ANALYSIS: These new rules specify what records 
must be maintained at each Wisconsin branch office 
of an investment adviser (as defined in new rule 
SEe 1.02(7) (b) created in SECTION 2 of those 
propesed final rules), and the applicable retention 
perieds for such ~ecords. The language and 
requirements of these rules parallel the equivalent 
broker-dealer record-keeping and retention rules in 
SEC 4.03(3) and (4) for "branch offieesli of 
broker-dealers. 

Modifications were made to SEC 5.03(4) as aresult 
of comments received, resulting in the deletion of 
several of the categories of records required under 
sub. (4) to be maintained at a branch office of an 
investment adviser. Specifically, the deletions 
were the records that had been listed as specified 
in paragraphs (1) (d), (h), (i), (j) and (2) (b). 
The records required to be maintained by a branch 
office of an investment adviser under the rule as 
now revised are those which would normally be 
expected to be prepared and be present reflecting 
the ordinary conduct of advisory activities at the 
branch office location (e.g., payments and 
disbursement records (par . ( 1) (c) ), order tickets 
or memorandums (par. (1) (f», correspondence with 
customers (par. (l)(g», a copy of the advisory 
agreements with customers (par. (1) (k», copies of 
advertisements (par. (1) (L), and records for each 
customer showing securities purchased or sold on 
advice of the advisor (par. (2) (a». 

SECTION 24. SEC 5.04(1) (a) is amended to read: 
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SEC 5.04 REPORTING REQUIREMENTS. (1) (a) Except as provided in 

par. (b), each investment adviser shall file annually with the 

cornrnissioner within ·69- 90 days after the end of its fiscal 

year, a copy of its balanee sheet with accompanying notes 

including supporting schedules, which may be audited, prepared or 

compiled by an independent accountant on either a cash or accrual 

basis. 

ANALYSIS: The amendment to this reporting 
requirement rule extends to 90 days after the end 
of its fiscal year, the time period for investment 
advisers to file a copy of their annual financial 
statements with the Commissioner. The increase to 
90 days from the current 60 days will make the 
Wisconsin requirement consistent with the reporting 
period prescribed in the equivalent federal 
reporting requirement for investment advisers. 

SECTION 25. SEe 5.04(5) is created to read: 

SEe 5.04(5) (a) Each investment adviser shall notify the 

cornrnissioner in writing at least 14 days prior to either the 

opening or the change of address in this state of any branch 

office as defined in s. SEe 1.02(7) (b). 

(b) Each investment adviser shall notify the commissioner in 

writing at least 14 days after the closing in this state of any 

branch office as defined in s. SEe 1.02(7) (b). 
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(e) The notifieation provided to the eommissioner under 

pars. (a) or (b) shall inelude the address and telephone number of 

the braneh offiee, the name of the supervisor at the braneh 

offiee, the number of representatives operating out of that braneh 

office and any other information the eommissioner may request. 

ANALYSIS: These rules ereate reporting 
requirements for investment advisers who open or 
elose braneh offiees, and establish the 
informational requirements that the notifieations 
to the commissioner must eontain. These rules 
parallel equivalent reporting rules in SEC 4.04(8) 
eurrently applieable to broker-dealers and their 
braneh offiees, as amended in earlier SECTIONS. 

SECTION 26. SEC 5.04(6) is ereated to read: 

SEC 5.04(6) Eaeh investment adviser shall file annually with 

the eommissioner ineident to i ts lieense renewal applieation, a 

report identifying eaeh of its braneh offiees as defined by s. SEC 

1.02(7) (b) that is loeated in this state. 

ANALYSIS: This new rule establishes an annual 
reporting requirement for investment advisers to 
identify to the Commissioner eaeh of its Wiseonsin 
"braneh offiees" as defined in new rule SEC 
1.02(7) (b) ereated in a previous SECTION. The 
language of this rule parallels an equivalent 
reporting rule in SEC 4.04(9) requiring eaeh 
broker-dealer to annually identify to the 
commissioner its Wiseonsin "braneh offiees." 

SECTION 27. SEC 5.05(5) is amended to read: 
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SEC 5.05(5) No licensed investment adviser may enter into, 

extend or renew any investment advisory contract with a customer 

in this state unless the contract is in writing and a copy of the 

contract is given to the customer within %5 20 days after the 

execution of the contract. 

ANALYSIS: This amendment (which lengthens from 15 
to 20 days the time period within which a customer 
must receive a copy of an investment advisory 
contract), makes the time period in the providing­
a-copy-of-the-contract-to-customer requirement for 
investment advisers identical to the time period 
prescribed in a similar rule for broker-dealers. 

SECTION 28. SEC 6.05(1) (a)l to 4 are renumbered SEC 6.05(1) (a)l a 

to d, respectively. 

ANALYSIS: The renumbering of these subdivisions 
under SEC 6.05(1) (a) of the "going-private" rule is 
necessary to enable arenumbering of par. (1) (a) in 
the following SECTION that will allow par. (a) to 
be divided into 2 subdivisions. 
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SECTION 29. SEC 6.05(1) (a) (Intro.) is renumbered SEC 

6.05(1) (a)1. 

ANALYSIS: The renumbering of this introductory 
paragraph of the "going-pri vate" rule (which 
paragraph provides a "sa fe harbor" that a 
transaction is fair if all the conditions listed 
are met) is necessary to enable creation in a later 
SECTION of a new subdi vision 2. The new 
subdivision will provide that the failure to meet 
one or more of the condi tions creates no 
presumption as to the fairness or unfairness of the 
transaction. 

SECTION 30. SEC 6.05(1) (a)l.c is amended to read: 

SEC 6.05(1) (a)1.c. More than 50% of the securities held by 

persons not affiliated with the issuer approve the transactiont 

ANALYSIS: This amendment makes the corresponding 
change to reflect the reposi tioning made in this 
subdivision to a new subdivision created in SEC 
6.05(1) (a)2. 
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SECTION 31. SEC 6.05(1) (a)2 is created to read: 

SEC 6.05 (1) (a) 2. The failure to meet one or more of the 

conditions in subd. 1 shall not create a presumption as to the 

fairness or unfairness of the transaction. 

ANALYSIS: This SECTION creates a new subdivision 
2. that repositions language contained in current 
SEC 6.05(1) (a)3 which provides that the failure to 
meet one or more of the listed presumed-fair 
conditions in sUbdivision (a)l creates no 
presumption as to the fairness or unfairness of the 
transaction. 

SECTION 32. SEC 7.01(5) (d) is amended to read: 

SEC 7.01(5) (d) Copy of small corporate offering registration 

and prospectus disclosure form on Form U-7 . 

or 

ANALYSIS: This amendment reduces to $5 the cost to 
receive a copy of the Form U-7 disclosure form. 

SECTION 33. SEC 7.01(7) (d) is amended to read: 

SEC 7.01(7) (d) Oelinquent filing of notice of broker-dealer 

investment adviser branch office registration, renewal~ 

relocation or closing. 
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ANALYSIS: This amendment adds as a basis for 
charging a delinquency fee under the rule, failure 
by a broker-dealer or an investment adviser to 
provide notice to the agency of the relocation of a 
branch offiee. 

SECTION 34. SEC 7.06(4) is created to read: 

SEC 7.06(4) (a) Financial statements and financial information 

that have been prepared in accordance with Canadian general ly 

accepted accounting principles, consistently applied, may be 

contained in a registration statement that has been filed with the 

commissioner under s. 551.25 or 551.26, Stats., on U.S. securities 

and exchange commission Form F-7, F-8, F-9 or F-10 and that 

complies with the following conditions applicable to the type of 

form being used for the offering: 

1. The securities that are the sUbject of a registration 

statement designated as Form F-7 by the U.S. securities and 

exchange commission are offered for ca sh upon the exercise of 

rights granted to existing securityholders. 

2. The securities that are the sUbject of a registration 

statement designated as Form F-8 by the U.S. securities and 

exchange commission are securities to be issued in an exchange 

offer, merger or other business combination. 
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3. The securities that are the subject of the registration 

statement designated as Form F-9 by the U.S. securities and 

exchange commission are either non-convertible preferred stock or 

non-convertible debt that are to be rated in one of the four 

highest rating categories by one or more nationally recognized 

statistical rating organizations. 

4. The securities that are the subject of a registration 

statement designated as Form F-10 by the U. S. securities and 

exchange commission are offered and sold pursuant to a prospectus 

in which the U.S. securities and exchange commission has not 

required a reconciliation to United states general ly accepted 

accounting principles with respeet to the financial information 

presented. 

(b) For purposes of this subsection, preferred stock and 

debt securities that are not convertible for at least one year 

from the date of effectiveness of the registration statement will 

be deemed to me et the requirement of par. (a)3. 

ANALYSIS: This SECTION contains additional rules 
to implement the multi-jurisdictional disclosure 
system (MJDS) as discussed at length in the SECTION 
creating new rule SEC 3.21(3). These rules provide 
that financial statements and financial information 
prepared in accordance with Canadian general ly 
accepted accounting principles will be accepted for 
use in registration statements filed for 
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registration in Wiseonsin by eoordination or 
qualifieation by Canadian issuers in MJDS offerings 
on U. S. Securi ties and Exchange Commission Form 
F-7, F-8, F-9 or F-10. These rules are adopted 
pursuant to the authority granted to the 
Commissioner in see. 551.63(3) to not only 
preseribe the form and eontent of finaneial 
statements required under the Wiseonsin Uniform 
Securities Law, but also to permit financial 
statements to be prepared otherwise than in 
aceordanee with general ly accepted accounting 
principles. The language of the rules eorresponds 
to the NASAA model rules on this issue. 

SECTION 35. SEC 32.05(1) (intro.) is amended to read: 

SEC 32.05 EXEMPTIONS BY THE COMMISSIONER. (1) The following 

exempted from s. 553.21, Stats., pursuant to s. 553.25, Stats.: 

ANALYSIS: These amendments do the following: (1) 
Delete a cross-referenee to administrative rule SEC 
32.01 whieh previously eontained a franehise 
registration exemption, but was repealed incident 
to this ageney's 1988 rule revision (in which SEC 
32.01 was repealed and reereated to be a proceduraI 
rule preseribing the information to be submitted in 
franehise exemption notice filings; and (2) Move 
the plaeement of the "pursuant to" elause to be 
more correet grammatieally. 
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SECTION 36. SEe 35.01(1) (h) is created to read: 

SEe 35.01(1) (h) Annual fiIing required to be made by a 

franchisor to maintain franchise registration exemption status 

under s. 553.22(5), Stats., or s. SEe 32.05(1)(c)6 

$200.00 

ANALYSIS: This ruIe, promulgated pursuant to the 
authority granted to the Commissioner under sec. 
553.72(3), Wis. Stats., (to prescribe fees for 
examination and review of any matter arising under 
the Wisconsin Franchise Investment Law) , 
estabIishes an examination fee appIicabIe to the 
annual fiIings of information (incIuding an updated 
franchise discIosure document with current 
financial statements) required to be made by 
franchisors to maintain franchise registration 
exemption status under sec. 553.22(5) or SEe 
32.05(1) (c)6 and which are reviewed by the staff. 
The examination fee of $200 corresponds to the 
current examination fee of $200 prescribed in SEC 
35.01(1) (f) for staff review of franchise 
registration statement renewals that must be fiIed 
annuaIIy. 

SECTION 37. SEC 35.01(3) is repeaIed and recreated to read: 

SEe 35.01 (3) Issuance of a certificate under s. 553.75(4), 

Stats., reIating to the existence or non-existence of documents or 

entries on fiIe or contained in the records of the commissioner's 

office . . . . . . . . . . . $50 pIus $1 per page for 

copies incIuded with the 

certificate. 
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ANALYSIS: This SECTION makes elarifying and 
substantive revisions to the existing rule on this 
subjeet (establishing a fee for eertifieation of 
ageney franehise-related doeuments or entries) 
identieal to revisions made in the 1990 rule 
revision to the fee seetion for eertifieation of 
seeurities-related doeuments or entries in s. SEe 
7.01(5) (a). The revisions are as follows: (1) The 
language of the rule is revised to elarify that the 
$50 eertification fee is for the review, 
preparation and issuanee of a eertifieate and is 
not a fee of $50 per doeument or entry eertified 
to; (2) Language is added to provide that the 
eertifieation ean relate to the existenee or 
non-existenee of files or entries in the ageney's 
reeords; and (3) An addi tional eharge of $1 per 
page for doeuments to be ineluded with the 
eertifieate is preseribed to eover the eosts of 
ageney personnel retrieving files, loeating 
speeifie doeuments and making photoeopies. Sueh $1 
per page eharge is properly higher than the regular 
per page photoeopying fee in SEC 35.01(4) beeause 
the regular photoeopying fee applies when members 
of the public themselves review files and loeate 
and make eopies of agency doeuments using the 
ageney's eopying faeilities. 

SECTION 38. SEC 35.01(6) is ereated to read: 

SEC 35.01(6) Per copy eost of Guidelines for Preparation of 

the Uniform Franehise Offering cireular and Related 

Documents .....•......................•..................••.. $20. OO 

ANALYSIS: This rule preseribes a $20 eo st per eopy 
for the Guidelines for Preparation of the Uniform 
Franehise Offering Cireular and Related Doeuments 
that has been adopted by NASAA and is referred to 
in SEC 32.06(2). 
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SECTION 39. SEe 35.02(2) (a)2 is amended to read: 

SEe 35.02(2) (a)2. projeetions of operations or of ineome from 

the operation of any franehise unIess based on past eertified and 

audited finaneial statements exeept during the time preeeding the 

first yearly report of operations of the franehisor as authorized 

under s. SEe or unIess otherwise 

permitted by the eommissioner, and then, only if a statement of 

the basis ~fte~e~e~ for the projeetions as required by s. 

55~~22f~TfmT-e~ 553.26(16), Stats., is diselosed ~fte~e~~; 

ANALYSIS: These amendments to a subdivision of the 
franehise advertising standards do the following: 
(1) Delete eross-referenees to an administrati ve 
rule and to a statute that have been repealed; and 
(2) Make minor language ehanges. 

**** 
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The rules and amendments contained in this Order shall take effect 
as provided in sec. 227.22(2) (intro.) , Stats., on the first day of the 
month following the date of publication in the Wisconsin Administrative 
Register. ~ 

///1, 
DATED this p day of ---+jM..I4..!;~:..L.I/ ~.:.-.-___ , 1991. 

( SEAL) 
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ClEARINGHOUSE RULE 91-123 

LCRC 
FORM 2 

AN ORDER to repeal SEC 2.02 (6); to renumber SEC 2.01 (3), 2.02 (4) (d), 
2.02 (7) to (10), 5.03 (4) and 6.05 (1) (intro.) and (a) 1 to 4; to 
renumber and amend SEC 1.07 and 4.04 (8); to amend SEC 2.02 (9) (f) 6, 
2.027 (3) and (4),2.03 (1), 3.05, 3.11, 3.18 4.03 (3) (intro.), 4.05 (5), 
5.03 (1) (intro.), 5.04 (1) (a), 5.05 (5),6.05 (1) (a) 1 e, 7.01 (5) (d) 
and (7) (d), 32.05 (1) (intro.) and 35.02 (2) (a) 2; to repeal and reereate 
SEC 35.01 (3); and to ereate SEC 1.02 (7) (b), 2.01 (3) (b), 2.02 (4) (d), 
3.01 (2) and (3), 3.21 (3), 4.04 (8) (b) and (e), 4.05 (11), 5.03 (4) and 
(5), 5.04 (5) and (6), 6.05 (1) (a) 2, 7.06 (4), 35.01 (1) (h) and 35.01 
(6), relating to definitions under the securities law, securities and 
franchise registration exemptions, securities registration and disclosure 
standards, requirements and procedures; securities broker-dealer, 
securities agent and investment adviser licensing requirements and 
procedures; and various fee-related provisions under the securities lawand 
franchise law. 

Submitted by OFFICE OF THE COMMISSIONER OF SECURITIES. 

8- 8-91. Received by legislative Council. 
9- 5-91. Report sent to Agency. 
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LEGISLATIVE COUNCIl RULES CLEARINGHOUSE REPORT 

This rule has been reviewed by the Rules Clearinghouse. Based on 
that review, comments are reported as noted below: 

1. STATUTORY AUTHORITY [s. 227.15 (2) (a)] 

Comment attached YES ~ NO 

2. FORM, STYLE AND PLACEMENT IN ADMINISTRATIVE CODE [s. 227.15 (2) (e)] 

Comment attached L YES __ NO 

3. CONFLICT WITH OR DUPLICATION OF EXISTING RULES [s. 227.15 (2) (d)] 

Comment attached YES ~ NO 

4. ADEQUACY OF REFERENCES TO RELATED STATUTES, RULES AND FORMS 
[s. 227.15 (2) (e)] 

Comment attached YES LNO 

5. CLARITY, GRAMMAR, PUNCTUATION AND USE OF PLAIN LANGUAGE 
[s. 227.15 (2) (f)] 

Comment attached ~ YES NO 

6. POTENTIAL CONFLICTS WITH, AND COMPARABILITY TO, RELATED FEDERAL 
REGULATlONS [s. 227.15 (2) (g)] 

Comment attached YES -tNO 
7. COMPLIANCE WITH PERMIT ACTION DEADLINE REQUIREMENTS 

[s. 227.15 (2) (h)] Y 

Comment attached YES 1\ NO 

WlCS 
DJS:las;ksm 
1/16/90 
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CLEARINGHOUSE RULE 91-123 

Comments 

[NOTE: All e/tat/ons to "Manua/" In the comments below are to the 
Adm/nlstrat/ve Rules Procedures Manual, prepared by the Rev/sor of 
Statutes Bureau and the LegJslatlve Coune/I, dated April 1989.} 

2. Fo nn , St yle and Plaeement in Administrative Code 

a. In s. SEC 1.02 (7) (a) and (b), the referenees to the "statutes" and the "rules" should be 
clarified by anumerieal eross-referenee. For example, the paragraphs eould begin as follows: 

"Braneh offiee" for purposes of the [broker-dealer] [investment adviser] 
provisions of ch. 551, Stats., and ehs. SEC _ to _ means any 
braneh omee .... 

b. Seetion SEC 2.02 (4) (d) 4 should be divided into two subdivisions as follows: 

4. Any organization ... revenue eode corporation, other than a bank as 
defined in ... or equivalent institution. 

5. Any parmership or Massaehusetts or similar business trust. 

e. In the treatment clause in SECTION 9, delete the period after "6." The same comment 
applies to SEerIONS 28 (the periods after "I," "la" and "d"), 30 and 31. 

d. In the analysis to SECTION 10, the referenee to "par. (3)" should be replaced by a referenee 
to "sub. (3)." 

e. In s. SEC 3.21 (3), insert ", Stats.," after the statutory eitation in the text. 

f. In s. SEC 4.03 (3) (intro.), in the treatment clause, "(Intro.)" should be "(intro.)" and insert 
"(intro.)" after "SEC 4.03 (3)" before the text of the rule. Similar comments apply to SECTIONS 21 
and 35. 
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g. In s. SEe 4.04 (8) (a), first sentence, insert "s." before "SEe." 

h. In s. SEe 4.04 (8) (b), delete the quotation marks around "braneh offiee" and delete "as 
defincd in s. SEe 1.02 (7) (a)." The same comment appHes to SECTIONS 25 [sub. (5) (a) and (b)] and 
26. 

i. In s. SEe 4.05 (5), the dause bcginning with "For puqx>ses" should be replaced by the dause 
"In this subseetion"; deletc the quotation marks around "material amendment"; and insert "s. SEe" before 
"4.06 (1) (e)." Also, uniess the prcsumption language is neeessary, substitute "exists" for "is presumed 
to exist." 

j. In s. SEe 5.03 (4), the last citation shouid read: "subs. (1) (e), (d) and (t) to (L) and (2)." 
In sub. (5), last sentence, the introduetory clause shouid read: "If arecord has been preserved for the 
first year of the 3-year period required in this subseetion,". 

k. In s. SEe 7.06 (4) (a) (intro.), the last clause shouid read "and that eompHes with the 
following conditions applicable to the type of form being used for the offering:". Also, the notation "s." 
should precede "551.25." In sub. (4) (b), "subdivision" should be "par." 

1. In s. SEe 35.01 (1) (h), insert "s." before "SEe" in the text of the role. 

m. In s. SEe 35.02 (2) (a) 2, insert "s." before "553.26 (16), Stats.,". In the analysis, 
"subparagraph" should be "subdivision." 

n. The rule apparently does not contain an effective date provision. [See s. 227.22, Stats., and 
s. 1. 02 (4), Manual.] 

5. Oarity, Grammar, Punetuation and Use of Plain Language 

a. In s. SEe 2.01 (3) (b), second sentence, insert a comma after "revoke." 

b. In s. SEe 2.02 (4) (d) (intro.), "their own aecount" should be "its own aecount." In subd. 
1, "employees" should be "employes" and in subd. 2, "ernployee" should be "employe." 

C. In s. SEe 6.05 (1) (a) 2, "shali ereate no" should be "shalI not ereate a." 

d. In s. SEe 32.05 (1) (intro.), insert a comma after "s. 553.25." 



REPORT PREPARED BY THE 
OFFICE OF THE COMMISSIONER OF SECURITIES 

RELATING TO PROPOSED FINAL FORM OF AMENDMENTS TO THE 
RULES OF THE COMMISSIONER OF SECURITIES 

(a) Statement Explaining Need for Proposed Rules 

The statutory rUle-making procedures under Chapter 227 of the 
Wisconsin Statutes are being implemented in this matter for the purpose 
of making the agency's annual revision to the rules of the Commissioner 
of Securities currently in effect promulgated under Chapter 551, Wis. 
Stats., the Wisconsin Uniform Securities Lawand Chapter 553, wis. 
Stats., the Wisconsin Franchise Investment Law. The annual rule 
revision is made for the following purposes: making clarifications to 
existing rule provisions where language is vague or ambiguous; adopting 
or amending rules necessary to effectively regulate new circumstances 
or developments which have occurred in the industry and the marketplace 
that require regulatory treatment; formally adopting and incorporating 
by reference new securities registration guidelines previously adopted 
by a national securities administrators association of which Wisconsin 
is a member. Each SECTION in the proposed rules that adopts, repeals 
or amends a rule is followed by a separate expIanatory ANALYSIS which 
discusses the nature of the revision as weIl as the rationale behind 
andfor the necessity for it. 

(i) 



(b) Explanation of Modifications Made as aResult of Public Comment 
Letters and Hearing Testimony 

Modifications were made as follows to SEC 1.02(7) (b) in SECTION 2 
as aresult of public comment letters: (1) The language "in this 
state" was added to clarify that the scope of the rule extends 
only to branch offiees located in Wisconsin and does not apply to 
locations outside of Wisconsini and (2) Language was deleted from 
the public comment draft form of the rule referring to an office 
of an investment adviser "where investment advice is normally 
provided to clients." 

Modifications were made as follows to SEC 4.05(5) in SECTION 19 as 
aresult of pUblic comment letters: (1) The language in the 
public comment draft form of the rule relating to "name and 
address" information was deletedi and (2) The language "the 
broker-dealer receives from the customer and records on the 
customer information form" was added to clarify that the rule does 
not establish a duty on a broker-dealer of ongoing inquiry into 
the customer's circumstances. Rather, the rule as modified 
requires a copy of the material amendment data to be furnished 
where the broker-dealer has been informed of the revised customer 
data by the customer and the broker-dealer has recorded such 
revised data on the customer information form. 

Modifications were made to SEC 5.03(4) in SECTION 23 as aresult 
of comments received, resulting in the deletion of several of the 
categories of records required under sub. (4) to be maintained at 
a branch office of an investment adviser. Specifically, the 
deletions were the records that had been listed as specified in 
paragraphs (1) (d), (h), (i), (j) and (2) (b). The records required 
to be maintained by a branch office of an investment adviser under 
the rule as now revised are those whieh would normally be expected 
to be prepared and be present refIecting the ordinary conduct of 
advisory activities at the braneh office Iocation (e.g., payments 
and disbursement records (par. (1) (e)) , order tickets or 
memorandums (par. (1) (f)), eorrespondence with customers (par. 
(l)(g)), a copy of the advisory agreements with customers (par. 
(l)(k)), eopies of advertisements (par. (l)(L), and reeords for 
each customer showing securities purchased or sold on advice of 
the adviser (par. (2) (a)). 

(ii) 



(e) List of Persons Appearing or Registering at Public Hearing 
Condueted by Commissioner of securities Wesley L. Ringo, as 
Hearing Offieer, and Comment Letters Reeeived 

Randall E. Sehumann, General Counsel of the Office of the 
Commissioner of Securities, made an appearanee on behalf of the 
ageney's staff to submit documents and information for the reeord 
and to be available both to ask questions and to respond to 
questions regarding hearing testimony. 

Comment Letters Reeeived 

Comment letter dated September 6, 1991 from Harris Investors 
Direet, Inc., Chicago, Illinois 

Comment letter dated September 23, 1991 from SChiff, Hardin & 
waite Law Offiees, Chicago, Illinois, on behalf of the chicago 
Board options Exchange 

Comment letter dated September 23, 1991 from IDS Finaneial 
Serviees, Inc., Minneapolis, Minnesota 

Comment letter dated September 24, 1991 from the Investment 
Company Institute, Washington, DC 

Comment letter dated September 25, 1991 from Merrill Lynch, 
Pierce, Fenner & smith, Inc., New York, New York 

(iii) 



(d) Response to Legislative Couneil/Rules Clearinghouse Report 
Reeommendations 

(1) Aeeeptanee of reeommendations in whole: 

Under 2. Form. st yle and Plaeement in Administrative Code 

Consistent with the Rules Clearinghouse eomment in para. a. 
regarding ss. SEC 1.02(7) (a) and (b), the referenee to the 
"statutes" and "rules" is elarified by making the appropriate 
numerieal eross-referenees. 

Consistent with the Rules Clearinghouse eomment in para. b. 
regarding s. SEC 2.02(4) (d)4, that single subdivision is 
divided into 2 subdivisions. 

Consistent with the Rules Clearinghouse eomments in para. e. 
regarding the treatment clauses in SECTIONS 9, 28, 30 and 31, 
the periods are deleted in the rule eitations listed therein. 

Consistent with the Rules Clearinghouse eomment in para. d. 
regarding the Analysis to SECTION 10, the referenee to "par. 
(3)" is replaeed by a referenee to "sub. (3)." 

Consistent with the Rules Clearinghouse eomment in para. e. 
regarding SEC 3.21(3), ", Stats." is inserted after the 
statutory eitation in the text. 

Consistent with the Rules Clearinghouse eomment in para. f. 
regarding the treatment elause to s. SEC 4.03(3), and to 
SECTION 21, the eapitalization of "Intro." is removed to read 
"intro." 

Consistent with the Rules Clearinghouse eomment in para. g. 
regarding s. SEC 4.04(8) (a), first sentenee, "s." is inserted 
before "SEC." 

Consistent with the Rules Clearinghouse eomment in para. h. 
concerning SEC 4.04(8) (b), the quotation marks are deleted 
around "braneh offiee," and the phrase "as defined in S. SEC 
1. 02 (7) (a)" is deleteda Similar deletions are made as 
reeommended relating to SECTIONS 25 and 26. 

consistent with the Rules Clearinghouse eomment in para. i. 
regarding s. SEC 4.05(5), the elause beginning with "For 
purposes" is replaeed by the elause "In this sUbseetion;" 
additionally, the quotation marks are deleted around 
"material amendment," and "s. SEC" is inserted before 
"4.06(1) (e).II 

Consistent with the Rules Clearinghouse eomment in para. j. 
regarding S. SEC 5.03(4), the last eitation is ehanged to 
read as per the language reeommended by the Rules 
Clearinghouse; additionally, s. SEC 5.03(5), last sentenee, 

(iv) 



the introductory clause is changed to read verbatim as per 
the Rules Clearinghouse suggested language. 

Consistent with the Rules Clearinghouse comment in para. k. 
regarding s. SEC 7.06(4) (a) (intro.), the language of the last 
clause is changed to read verbatim as per the Rules 
Clearinghouse suggested language; additionally, the notation 
"s." is added preceding "551.25." Lastly, in sub. (4) (b), 
the term "subdivision" is changed to "par." 

Conosistent with the Rules Clearinghouse comment in para. l. 
regarding s. SEC 35.01(1) (h), the notation "s. "is inserted 
before SEC in the text of the rule. 

Consistent with the Rules Clearinghouse comment in para. m. 
regarding s. SEC 35.02(2) (a)2, "s." is inserted before 
"553.26(16), Stats.i" additionally in the Analysis, 
"subparagraph" is changed to "subdivision." 

Consistent with the Rules Clearinghouse comment in para. n. 
regarding the absence of an effective date provision, an 
effective date provision is added at the end of the rule 
provisions. 

Under 5. Clarity, Grammar, Punctuation and Plain Language 

Consistent with the Rules Clearinghouse comment in para. a. 
regarding s. SEC 2.01(3) (b), second sentence, a comma is 
added after "revoke." 

Consistent with the Rules Clearinghouse comment in para. b. 
regarding s. SEC 2.02(4) (d) (intro.), the language "their own 
account" is changed to "its own account." Additionally, in 
subd. 1, the spelling of "employees" is cha ng ed to 
"employes," and in subd. 2, the spelling of "employee" is 
changed to "employe." 

Consistent with the Rules Clearinghouse comment in para. c. 
regarding s. SEC 6.05(1) (a)2, the language "shall create no" 
is changed to "shall not create a." 

Consistent with the Rules Clearinghouse comment in para. d. 
regarding s. SEC 32.05(1) (intro.), a comma is inserted after 
"s. 551.25." 

(2) Acceptance of recommendations in part: None 

(3) & (4) Rejection of recommendations and reasons therefor: None 

(v) 
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(e) No final regulatory flexibility analysis is included on the basis 
that the Office of the Wisconsin Cornrnissioner of Securities has 
determined, after complying with s. 227.016(1) to (5), wis. 
Stats., that the proposed rules will not have a significant 
economic impact on a substantial number of small businesses. 

(vi) 




