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189.01 Department of securities; director; employes; duties, (1) There is created
a department of securities to consist of a director of securities. All of the administrative
and executive powers and duties of the department shall be vested in the director. It shall
be the duty of the department of securities to administer and enforce the provisions of
the securities law contained in ehapter 189.

(2) The director of the department of securities shall be appointed by the governor
by and with the advice and consent of the senate. On the effective date of this amend-
ment (1951) the term of office of the incumbent divector of the department of securities
shall expire and the office of such director shall be vacant. Thereupon appointment shall
be made of a successor director for a term beginning on the date of appointment and end-
ing May 1, 1955. Thereafter successor directors shall be appointed for terms of 6 years.
Bach director shall continue in office until his snecessor is appointed and gunalified.

(8) The director shall appoint such officers and assistants as may be necessary for the
proper discharge of his duties and functions, and they shall be subject to the provisions
of chapter 16. The director may designate any such officer or assistant to perform any
daty or power assigned to him by the director while he is absent from the office. Aecting
under such designation shall not affect the status of such officer or assistant nnder chapter
16. The office of deputy director is hereby abolished and the duties formerly performed
by him ave hereby imposed on the director.

(4) The department of securities shall be provided with the necessary office space,
furniture, equipment and supplies.

(56) Annually on or about December 1, the director shall file in the office of the
governor a report containing an accurate review of the work of the department and the
administration of this chapter for the preceding fiscal year, including a schedule of all
securities for which registration was sought, all registrations granted, all applications
for registration denied and all registrations revoked, and a statement of the receipts and
disbursements of the department and other material information relating to the adminis-
tration of this chapter.

(6) This chapter may be referred to and cited as the “Wisconsin Securities Law.”

History: 1951 c. 97 s. 42; 1951 c. 319 s. 231; 1953 c. 441,

The purpose of the securities law is to considered in the light of such fundamental
protect the public by preventing the sale of purpose. State v. Eisbach, 263 W 554, 57 NW
worthless and fraudulent securities, and the (2d) 725.
several sections thereof must therefore be

189.02 Definitions. (1) “Security” includes any stock, treasury stock, bond, note,
debenture or evidence of indebtedness; any interest, share or participation in any
profits, earnings, profit-sharing agreement, property, leasehold, royalty, patent right,
copyright, trade-mark, process, formula or oil, gas or other mineral right; any collateral
trust certificate, preorganization certificate or subseription, transferable share, invest-
ment contract, voting trust certificate, certificate of deposit for a security, or any
membership in a corporation without eapital stoek; any certificate of interest or of
participation in, temporary or interim certificate for, receipt for, guaranty of, or war-
rant or right to subseribe to or purchase any of the foregoing; and without limitation
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by reason of the foregoing any instrument commonly known as a security, The term
“stock” includes shares of bheneficial interest in a business trust, as well as all other
securities commonly known as stock.

(2) “Person” includes an individual, a corporation, a partnership, an association, a
joint stoek eompany, a trust, an unincorporated organization, a government, a political
subdivision or instrumentality of a government, and any other entity.

(3) (a) “Sale” or “sell” includes every disposition, offer, negotiation, agreement, or
attempt to dispose of a security or any interest therein, for value; every solicitation of
any subscription or order for the purchase of a specific security, for value; and every
exchange of a seeurity for another security or for other property; but does not include:

1. The solicitation or execution by a licensed dealer of orders for the purchase of
any seeurity, provided such dealer acts as agent for the purchaser, has no direet material
interest in the sale or distribution of such security, receives no ecommission, profit or
other compensation from any source other than the purchaser, and delivers fo the pur-
chaser written confirmation of the transaction which clearly itemizes his commission,
profit or other compensation; or

2. The solicitation or execution of orders executed on a securities exchange registered
as a national securities exchange under section 6 of the federal securities exchange act
of 1934, by a licensed dealer acting as agent for both the purchaser and seller, provided
such dealer has no interest in the transaction other than the regular broker’s eommissions
and delivers to the purchaser and to the seller written confirmation of the transaction
which clearly itemizes his ecommissions and discloses to each that he has acted as agent
for hoth purchaser and seller.

3. The issuance, circulation or publication by a licensed dealer of advertising matter
relating to, and the solicitation and acceptance by a licensed dealer of tentative reserva-
tions for purchase from such dealer of securities, while such securities may not he legally
sold under this chapter, provided no such reservation for such security shall be binding
as an order upon the purchaser until ratified by him after such security may legally be
sold nnder this chapter and a written confirmation has been delivered or mailed by such
dealer to the purchaser. The advertising matter so used shall be subject to the provisions
of section 189.14, and the department may presceribe such rules and regulations relating
to the form and use of such advertising matter and to the solicitation, acceptance and con-
firmation of reservations for purchases of such securities as it deems necessary or ap-
propriate in the public interest or for the protection of investors.

(b) The department may classify securities for the purpose of preseribing maximum
commissions for the purchase of each such eclass of securvities which may he charged
by dealers acting as agents for purchasers, and may preseribe such rules and regulations
regulating or limiting such transactions as it deems necessary or appropriate in the
public interest or for the protection of investors.

(¢) Securities given or delivered with or as a bonus on account of any sale or
purchase of securities or any other thing shall be conclusively presumed to econstitute
a part of the subject of such sale or purchase and to have heen sold for value.

(4) “Issuer” includes every person who proposes to issue, has issued, or shall here-
after issue any security, and every promoter who acts for or on behalf of any issuer
to be formed.

(5) “Dealer” ineludes every person, not an agent, who in this state engages in the
business of purchasing or selling securities or executing orders for the purchase or sale
of securities issued by others, except a security exempted by section 189.05, but does
not include:

(a) An executor, administrator, gnardian or other officer of the court making any
sale under subsection (7) of section 189.07;

(b) A pledgee making any sale under subseetion (8) of section 189.07;

(e) A person whose dealings in securities are limited to sales exempted by sub-
sections (8) or (4) of section 189.07; or

(d) A person having no place of business in this state, whose dealings in securities
in this state are limited to sales to or purchases from licensed dealers.

(6) “Licensed dealer” means a dealer licensed under section 189.04.

(7) “Agent” includes every individual, not a dealer, who in this state rvepresents or
acts for a dealer or issuer in the sale of any security except a security exempted by section
189,05, but does not include any pledgee making a sale under section 189.07 (8) or any
person whose dealings in securities are limited to sales exempted by section 189.07 (3) or
(4) or officers, directors or regular employes of issuers who may sell its securities as an
ineident to their other duties.

(8) ‘“Licensed agent” means an agent licensed under section 189.04.

(9) “Investment adviser” includes every person, not a licensed dealer, or a hank
licensed under s, 189.28, who engages in the husiness of advising others, except persons to
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whom sales are exempted by s. 189.07 (10), either directly or through publications or
writings as to the value of securities or as to the advisability of investing in, purchasing
or selling seeurities, and every person who as a part of a regular business, issues or
promulgates analyses or reports econcerning securities, hut does not include:

(a) Any licensed practicing attorney or acecomntant who renders or performs any of
said services incidental to the practice of his profession;

(b) The publisher of any bona fide newspaper, news magazine or bhusiness or financial
publication of general and regular cireulation; or

(e) Any person whoge advice, analyses or reports relate only to securities exempted
by s. 189.05.

(10) “Licensed investment adviser” means an investment adviser licensed under s.
189.04. No licensed investment adviser shall use the title “investment counsel” in the con-
duet of his business unless he is authorized to use such title under section 208 (¢) of the
federal advisers act of 1940,

(11) “Order” means every direction or determination of the department designated
an order and made in writing over the signature of the director and the seal of the de-
partment and filed as pavt of the records of the department, exeept a rule asg defined in
s. 227.01, All orders shall take effect when made and filed or at such later time as the de-
partment may prescribe, and the department shall upon making and filing such order
forthwith send a copy thereof to every person to whom such order relates, by registered
mail addressed to such person at his last known address as the same appears upon the
yecords of the department, and such mailing shall eonstitute notice therveof.

(12) The department is hereby authorized to define any techmical, trade or account-
ing terms used in this chapter insofar as such definitions are not inconsistent with this
chapter.

History: 1951 c. 727; 1955 ¢, 221, 5b1.

“Securities’” applies to illegally issued, serve plan” consisting of savings and loan
invalid stock, as well as to legally issued, stock and an escrow service contract, which
valid stock. State v. Eisbach, 263 W 554, 57 are sold to investors, constitute securities
NW (2d) 725, within the meaning of (1), “Savings founda-

A “guaranty estate plan,” consisting of tion"” issuing such plans ig a dealer in securi-
savings and loan stock, insurance and an es- ties. 38 Atty, Gen. 628,
crow service contract, and a ‘‘guaranty re-

189.03 Dealers, agents and advisers to be licensed. No dealer shall act as such
unless such dealer is a licensed dealer; no agent shall act as such unless such agent is a
licensed agent; and no investment adviser shall act as such after January 1, 1956, nnless
such investment adviser is a licensed investment adviser. All licenses issued pursuant to
this chapter shall terminate on December 31 following the date thereof.

History: 1955 c, 561,

189.04 Applications for licenses; proceedings; issuance; revocation. (1) (a) Each
applicant for a license as a dealer, agent or investment adviser shall file with the depart-
ment a verified application in such form and setting forth such information as the de-
partment may require to determine the competeney and trustworthiness of the applicant
and, in the case of a dealer or an investment adviser, of its officers, directors, partners,
members or trustees and of such owners or holders of its securities as the department shall
require. The department may make a deteiled investigation into the husiness and affairs
of the applicant and such related persons and shall issue sueh license, upon payment
of the prescribed fee and of the expense attributable to any investigation by the depart-
ment, if it shall find, from the information submitted and from any investigation made
by the department, that it is appropriate in the public interest that such license he
igsued; otherwise it shall by order deny such application. No licensed agent shall at
any time represent or act for more than one licensed dealer or one issuer, who shall
join in the application for such agent’s license and be specified in such license exeept
that an agent may represent a partnership and a corporation where substantially all of
the officers of the eorporation are also membhers of the partnership and hoth partnership
and corporation ave licensed dealers operating at the same location.

(h) If the applicant is a foreign corporation it shall be licensed to do husiness under
chapter 180 or shall file, in such form as the department may prescribe, its written instru-
ment irrevoeably appointing the director its true and lawful attorney upon whom may he
served any sunmons, complaint, pleading, process, order or notice in any action or pro-
ceeding against such applicant in connection with any matters arising out of this chap-
ter or out of transactions by such applicant as a dealer, and if the applicant is a non-
vesident and not a corporation it shall file, in such form as the department may prescribe,
its written instrument irrevoeably appointing the director its true and lawful attorney
upon whom may be served any summons, complaint, pleading, process, order or notice
in any action or proceedings against such applicant in connection with any matters
arising out of this chapter or out of transactions by such applicant as a dealer or agent.
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(¢) Each dealer or investment adviser shall promptly file with the department a full
statement of any change in the officers, directors, partners, members or trustees of such
dealer or investment adviser, or in such owners or holders of its securities as to whom
the department shall require such information, and such other information and reports
as the department may at any time require.

(2) The department may, after a hearing on not less than 5 days’ notice, revoke the
license of a dealer, agent or investment adviser if it finds that such dealer, agent or in-
vestment adviser or any officer, director, partner, member, trustee or agent of such dealer
or investment adviser, or any owner or holder of a material interest through voting securi-
ties or otherwise in such dealer or investment adviser, whether prior to or subsequent to
bhecoming such:

(a) Has been convieted of a felony, or of any misdemeanor of which fraud is an
essential element;

(b) Has engaged or is about to engage in any unfair, inequitable or fraudulent
business practice;

(¢) Has, in the sale of any security, made any material misrepresentation or given
any misleading information or concealed or withheld information as to any material
fact relative to the affairs of the issuer, or is or has ben using any other practices in
the sale of securities that are unfair or work or tend to work a fraud, or has taken
unfair advantage of a customer in a security transaction;

(d) Has failed to acecount to any person entitled thereto for any money or property,
or has failed to deliver any security to any person entitled thereto when due to be
delivered or within a reasonable time thereafter;

(e) Is untrustworthy or incompetent or not of good business repute; -

(f) Is insolvent, or in such financial condition that he cannot continue in business
with safety to his customers, or has not sufficient financial responsibility to carry out
the obligations ineident to his operations;

(g) Is, in the case of a dealer, selling or has sold, or is offering or has offered for
sale in this state, securities through any agent not a licensed agent; or is, in the case
of an agent, selling or has sold, or is offering or has offered for sale in this state,
securities for any dealer or issuer with knowledge that such dealer or issuer had not
or has not complied with the provisions of the laws of this state regulating the sale
of securities;

(h) Has violated any of the provisions of this chapter or any order of the depart-
ment, or has engaged or is about fo engage in any course of business in evasion or
violation of this chapter;

(i) Has made any material misrepresentation to or withheld or concealed any
material act from the department or any representative thereof, or has refused to
furnish information requested by the department;

(j) Has been vefused or deprived of a license under any law regulating the sale
of securities;

(k) Fails to maintain within this state or have available at all times to the depaxt-
ment accurate records of all transactions covered by this chapter including such records
as the department may prescribe from time to time, or refunses to permit the examina-
tion of any hooks, papers, records and memoranda relative to the business covered
by this chapter; or

(1) Has, in the case of an agent, directly or indirectly, divided or otherwise split
commissions, profits or other compensation paid for the sale of securities in this state
with any person not a licensed dealer or a licensed agent.

(3) The enumeration of the foregoing grounds for revocation of a license shall not
be exelusive, and the department shall have power to revoke the license of any dealer, agent
or investment adviser for any cause, whether similar to or different from the foregoing,
rendering such revoeation necessary or appropriate in the public interest or for the pro-
tection of investors.

(4) Pending final determination as to whether the license of any dealer, agent or in-
vestment adviser shall be revoked, the department may, at the time of issuance of the
notice of hearing referred to in sub. (2), or at any time thereafter, suspend such license
if it shall have reason to believe that such suspension may be necessary or appropriate in
the public interest or for the protection of investors.

(5) The department may require dealers to submit reports of sales of securities ab
such times and in such form as 1t may prescribe, may fix fair and reasonable maximum
charges, profits, commissions or other eompensation in or for the sale of securities and
may establish sueh other rules and regulations for the conduct of the business of dealers,
agents and investment advisers as may be reasonable and necessary to assure compliance
with this chapter. )

(6) (a) Bvery dealer shall maintain an acenrate record of all transaetions in seeuri-
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ties, and the department may prescribe the records to be kept by dealers and investment
advisers. All such records shall be kept within this state or shall at the request of the
department, be made available at any time for examination by it either in the central of-
fice or by production of exact copies thereof in this state.

(b) An investigation of the business- of each dealer of a scope to be determined
by the department shall be made at least once in each calendar year at such time as
the department shall determine, and may be made without previous notice to the dealer.
The expense attributable to any such investigation shall be paid by the dealer whose
business is investigated, but the labhility of such dealer for such expense in any one
calendar year shall not exceed the sum of $50, plus (in case such dealer maintains
more than one office in this state) the sum of $50 for each such additional office, and
plus the sum of $15 for each licensed agent representing or acting for such dealer
in this state. :

(7) (a) An Investigation of the husiness of each investment adviser of a scope fo be
determined by the department shall be made at least once in each calendar year at such
time as the department shall determine, and may he made without notice to the investment
adviser, The expense reasonably attributable to any such investigation shall be paid by
the investment adviser whose business is investigated but the liability of such investment
adviser for such expense in any one calendar year shall not exceed the sum of $50 plus
$50 for each office in excess of one maintained in this state.

(b) The investigation provided for in par. (a) shall be limited to the records which
the department shall preseribe to be kept by an investment adviser, but the department
shall not communieate with any client of such investment adviser except when necessary
or appropriate in a particular proceeding or investigation for the enforcement of this
chapter. The director and every employe of the department shall be bound by oath to
keep seeret all information obtained in the course of such examinations, except so far as
the publie duty of such officer or employe requires him to report upon or take special
action regarding the affairs of any investment adviser, and except when called as a wit-
ness in any criminal proceeding or trial in a court of justice.

(¢) All charges by an investment adviser for services shall be reasonable and no such
charges shall be based upon a shave of capital gains or profits or capital appreciation in
the funds of any client of an investment adviser nor shall the charges be based upon the
number or volume of transactions recommended or executed. Charges or fees may be
based upon the total value of a fund averaged over a definite period or as of definite dates
or taken as of a specific date.

(d) Tt is unlawful for any investment adviser to retain in his possession or to take
custody of or to have access to any seeurities or eash belonging to his clients.

Historys 1951 ¢, 727; 1955 c. 651,

189.05 United States government securities. The provisions of this chapter shall
not apply to any security issued by, or the principal and interest of which are guar-
anteed by, the United States, but nothing herein contained shall deprive the department
of jurisdietion over persons selling or offering for sale any such security.

189.06 Securities exempt from registration. Subject to section 189.11, the following
securities may be sold without registration under section 189.13:

(1) -Any security issued by, or the principal and interest of which are gnaranteed
by, any state, territory or insular possession of the United States or by any political
subdivision of any thereof, or by any foreign government or any state, territory or
political subdivision thereof, in each case having power of taxation or assessment for
the purpose of paying such security.

(2) Any note, draft, bill of exchange or banker’s acceptance, which arises out of
a current transaction or the proceeds of which have been or are to be used for current
transaetions, is not the subject of a public offering, has at the time of issnance a definite
maturity (after all days of grace, if any) of not exceeding one year, is payable in
cash only, and is not convertible into and does not earry an option or right to receive
payment or any bonus in any other security.

(3) Any security issued by a corporation operating a railroad the issuance of whose
securities is regulated by the interstate commerce commission, and any security senior
thereto.

(4) Any equipment security evidencing a right to receive payments agreed to be
made under any contract of lease or conditional sale of rolling stock for use of a cor-
poration operating a railroad within the United States or the Dominion of Canada.

(5) Any security issued by a public service corporation the issnance of whose securi-
ties is regulated by the public service commission of Wisconsin pursuant to chapter
184, and any security senior thereto, '
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(6) Any seeurity issued by any county, city, village, town, distriet or other sub-
division of this state, or by any agency of one or more of the foregoing, including
any power distriet as defined in subseetion (1) of section 198.01, pursuant to authority
granted by the statutes of this state.

(7) Any security issued by a domestic corporation organized and operated exelu-
sively for eduecational, henevolent, charitable, religious or reformatory purposes and
not for peeuniary profit, and no part of the net earnings of which inures to the benefit
of any person, private stockholder or individual; provided, however, that no evidences
of debt of any such corporation shall come within this subsection which fail to meet
the requirements of subsection (4) of section 189.183.

(8) Any security issued by any state bank, mutual savings bank, trust company bhank,
land mortgage association, investment association or other corporation, organized under
the laws of this state and whose business is subjecet to the supervision and control of the
banking department of this state and savings and loan associations subject to the super-
vision and control of the savings and loan department; any security issued by a national
bank; any security issued by a savings and loan asgsociation chartered and supervised by
the federal government or any agency thereof; any evidence of debt issued by the federal
housing administrator or secured by mortgage or trust deed insured by the federal hous-
ing administrator; any evidence of aeht or other obligation issued by a housing authority
pursuant to sections 66.40 to 66.404; any evidence of debt or other obligation issued by
any public housing authority or ageney in the United States which is secured by a pledge
of annual contributions to bhe paid by the United States or any agency thereof; or any
security issued by a person controlled or supervised by and acting as an instrumentality
of the United States pursuant to authority granted by the congress of the United States;
provided as to each of the foregoing that such security is an evidence of debt of the issuer
or represents an interest in its assets and profits.

(9) Any security issned by a domestie corporation and any evidence of debt, in each
case which was outstanding prior to July 24, 1933, and was then and would be at the time
of sale exempt nnder the provisions of section 189.03, statutes of 1931

189,07 Exempt transactions. Subject to section 18911, the following transac-
tions may be conswmmated vithout registration of the security under seetion 189.13:

(1) (a) The sale by a domestic corporation of its secuvities if the aggregate number
of holders of all its securities, after the securities to be issued are sold, does not exceed 15,
and no ¢ommission, profit or other compensation is or has heen paid for the sale of any
securities of such corporation, and the total organization and promotion expense in con-
nection with the issue of all securities of such corporation, exclusive of statutory fees, does
not exceed 3 per cent of the aggregate sale price of all such securities or $250, whichever
is greater.

(b) The sale by any partnership, pool or association, having its principal place of
business in this state, of interests therein, if the aggregate number of holders of all inter-
ests in such partnership, pool or association, after such sale, does not exceed 15, and no
commigsion, profit or other compensation is or has been paid in connection with the sale
of any interests in such partnership, pool or asseciation, and the total organization and
promotion expense in connection with the issue of all interests in sueh partnership, pool
or association, exclusive of statutory fees, does not exceed 3 per cent of the total invested
capital thereof or $250 whichever is greater.

(e) For the purposes of paragraphs (a) and (b) of this subsection a person dirvectly
or indirectly owning a fractional part or a fractional interest in any security or interest
as well as a person owning an entire security or interest shall constitute one holder of
such security or interest.

(2) The sale of its memberships by a domestic nonprofit corporation organized
without capital stock; or the sale by sueh corporation to its members of any of its
securities; or the sale to such members or to the members of any domestic eorporation
organized- exclusively for educational, fraternal, benevolent, charitable, religious or re-
formatory purposes, of the securities of a domestic corporation organized for the purpose
of owning a clubhouse, chureh, school or other home building or grounds, located within
this state, for the use of the organization of which the purchasers are members, pro-
vided no commission, profit or other compensation accrues directly or indirectly by
reason of or out of such sale to any person interested in promoting the corporation
issuing such securifies.

(3) The sale of a note or notes secured by a mortgage where the entire mortgage
is sold and transferred with the note or notes in a single transaction.

(4) The sale of bonds or notes secured by a first lien on Wisconsin real estate pro-
vided the total debt secured by such lien does not exceed $15,000 and does not exceed
65 per cent of the then fair market value of such real estate and improvements thereon,
less the amount of all unpaid special agsessment taxes.



189.07 SECURITIES LAW 25678

(5) The sale of securities when made by or on behalf of a seller not the issuer
thereof who, being a hona fide owner of sueh securities, disposes of his own property
for his own account, provided such seller was not at the time of acquisition of such
securities and is not at the time of such sale a dealer, and such sale is not made, direetly
or indirectly, for the benefit of the issuner or a dealer or diveetly or indirectly for
the purpose of evading any provision of this chapter. As used in this subsection,
the term ‘“issuer” shall include, in addition to an issuer, any person directly or
indirectly controlling or controlled by the issuer, and any person under direct or
indirect common control with the issuer.

(6) The distribution of a security by a corporation as a dividend or in liquidation
of such corporation.

(7) Any judicial sale, or any sale by an executor, administrator or guardian, or
any sale by a receiver or trustee in insolveney or bankruptey, or any sale pursuant to
an order or judgment of a court of this state or of the United States in any reorganiza-
tion proceeding,

(8) The sale by a pledgee, in good faith and in the ordinary course of business
and not for the purpose of evading any provision of this chapler, of a security pledged
for a hona fide debt.

(9) The sale by a corporation of its own stock for a delinquent assessment according
to law, made in good faith and not for the purpose of evading any provision of this
chapter.

(10) The sale of securities to the issuer thereof, or to any officer or director of the
issuer thereof, or to any dealer, bank, trust eompany or insurance company, or any cor-
poration or association engaged in the business of purchasing or holding securities.

(11) The sale of its secuvities by a corporation organized under chapter 185,

(12) The sale of its securities by a domestie corporation organized for the purpose of
conducting a county fair which, by statute of this state, is entitled to county aid.

(13) The issuance of securities by a person to his security holders or creditors, pro-
vided, such security holders or creditors do not give any consideration for the securities
so0 issued other than the secuvities of or the claims against such issuer and provided further
that no such exchange shall be solicited unless:

(a) Such issuer or a licensed dealer, prior to solicitation of any such exchange, shall
file with the department detailed information concerning such issuance, exchange or solici-
tation and such further information, statements, copies of papers and instruments as the
department may vequire in order to be in position to determine whether or not the pro-
posed exchange of securities may be unfair, inequitable or fraudulent, or whether or not
registration of such security under section 189.13 is necessary or appropriate in the public
interest or for the protection of investors, and

(b) The department shall have advised such issuer or licensed dealer in writing that
the proposed issuance, exchange and solicitation constitute exempt transactions under sub-
section (13).

(14) The issuance of securities by a person taking over substantially all the assets and
continning the husiness of another person to the security holders or creditors of such
other person, provided such security holders or creditors do not give any consideration
for the securities so issuned other than the securities of or the claims against such other
person, and provided further that no such exchange shall be solicited unless:

(a) Such issuer or a licensed dealer prior to solicitation of any such exchange shall
file with the department detailed information coneerning such issuance, exchange or solici-
tation and such further information, statements, and copies of papers and instruments as
the department may requirve in order to be in position to determine whether or not the
proposed exchange of securities may be unfair, inequitable or fraudulent, or whether or
not registration of such security under seetion 189.13 is necessary or appropriate in the
publie interest or for the protection of investors, and unless;

(b) The department shall have advised such issuer or licensed dealer in writing that
the proposed issuance, exchange and solicitation constitute exempt transactions under
subsection (14). _

(15) (a) The sale of its securities by one corporation to another corporation in con-
nection with a reorganization, recapitalization, consolidation or merger of either or hoth
such corporations, or (b) the sale of its securities, or securities of a company in which
it has a controlling interest by one corporation to another corporation where no public
offering is involved and distribution of the entire issue or the sale of such controlling in-
terests is to not more than 5 corporations.

(16) The sale of warrants or rights to subseribe to or purchase any security provided
the sale of the securities which may he acquired by the exercise of such purchase war-
rants or rights would be in eompliance with this chapter.
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(17) The issue of temporary or interim certificates, except by a dealer, provided the
sale of the security represented by such temporary or interim certificates would he in
compliance with this chapter.

(18) The solicitation and sale by any corporation of its common stock to its ecommon
stoekholders where a pro rata offering is made only to such stockholders pursuant to a
specific plan adopted by the corporation, or where such offer is required pursuant to pre-
emptive rights of such stockholders either by operation of law in the state in which
such corporation is organized or pursuant to the charter or articles of such corporation,
provided that no commission is paid for the sale of such securities, and provided further
that no such solicitation shall be made unless:

(a) Such issuer, prior to any such solicitation, shall file with the department detailed
information concerning such solicitation and sale and such further information, state-
ments, eopies of papers and instruments as the department may requirve in order to de-
termine whether or not the proposed sale of securities may be unfair, inequitable ox
fraudulent, or whether or not registration of such seeurity under section 189.13 is neces-
sary or appropriate in the publie interest or for the protection of investors, and

(b) The department shall have advised such issuer in writing that the proposed solici-
tation and sale constitute exempt transactions under this subsection.

(19) The issuance and distribution of its securities by a corporation to its stock-
holders as a stoek dividend or on account of a change in the par or stated value of ifs
shares if such stockholders do not give any consideration for the seeurities so issued other
than the securities of the issuer.

(20) The sale by any licensed dealer of obligations (not exempt under s, 189.06 (6)
and which do not qualify for sale by notification wnder s. 189.08 (1) (£)) issued by any
state or by any county, city, village, town, distriet or other subdivision thereof, or by any
agency of one or more of the foregoing, which are payable from revenues only, provided,
however, that no such securities shall he sold until:

(a) There has been filed with the department hy a licensed dealer such information,
statements, copies of papers and instruments as the department may require in order to
be in a position to determine whether or not registration of such securities under s. 189.13
is necessary or appropriate in the public interest or for the protection of investors; and

(b) The department has advised such dealer in writing that the proposed sale of such
securities by any licensed dealer constitute exempt transactions under this section.

(21) The sale by an investment club of heneficial interests, not exempt under sub. (1)
(h), for the purpose of investing and reinvesting such proceeds in securities, if the total
membership at any one time is limited to 25, the monthly payments by each member do
not exceed $25, and all members continue to retain equal interests in the funds, and pro-
vided that:

(a) Such investment club shall file with the department such information, statements,
copies of papers and instruments as the department may require in order to be in a posi-
tion to determine whether or not registration of such securities under s. 189.13 is necessary
or appropriate in the public interest or for the protection of investors; and

(b) The department has advised such investment club that the proposed sale of the
securities issued by it constitute exempt transactions under this section.

Mistory: 1953 c. 124; 1956 c. 508,

If a Wisconsin corporation issues shares virtue thereof, would be “holders” of “se-
of stock in excess of the number of shares curities” for the purposes of (1) (a), per-
authorized by its articles of incorporation, mitting the sale by a domestic corporation
the hodlers for value of such (excess) stock of its securities, without registration, only
certificates, although mnot acquiring any to a specified 1imited extent. State v, Eis-
rights of ownership in the corporation by bach, 263 W 554, 57 NW (2d4) 725.

189.08 Sale of securities upon notification. (1) Subjeet to section 189.11, upon
compliance with this section the following securities may be sold by licensed dealers
without registration under section 189.13:

(a) Evidences of debt (not exempt under s. 189.06 (3) or (5)) issued by any corpora-
tion. operating a railvoad or public utility, and securities senior thereto, if the issuance
of its cecurities and its rates are regulated by a commission or other similar hody of the
United States, or any state, territory or insular possession of the United States, of the
District of Columbia or of the Dominion of Canada or any province thereof, and if :

1. More than 50 per cent of the total revenue from the business of the issuer for
the fiseal year next preceding the sale of such securities hereunder was derived from
the operation by such issuer of railroad or publie utility properties to which the issuer
has title;

2. Th’ere has heen no default for 3 years next preceding such sale in the payment
of principal or interest on any of the interest-bearing securities (a) issued or guaran-
teed by such corporation and (b) issued or guaranteed by any other person substantially
all of whose business has been acquired by such corporation within the 3 years next
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preceding such sale or is being acquired by such corporation at the time of such sale,
unless such business is not or will not be of material significance in respeet of the total
enterprise represented by such aequiring corporation and such business; and

3. The net profits of such corporation available for payment of interest for each
of the 2 fiscal years next preceding such sale, or the average annual net profits available
for payment of interest for a period of not less than 4 nor more than 8 fiseal years
next preceding such sale, have been in the aggregate not less than 1% times the annual
interest requirements on said evidences of debt and on all securities of such corporation
of equal or prior rank to be outstanding immediately after such sale.

(1) Evidences of debt of any person operating a business if

1. Such person (including any predecessor or predecessors) has eontinuously operated
such business for not less than 10 years next preceding the sale of sueh securities
hereunder;

2. There has been no default for 10 years next preceding such sale in the payment
of prineipal or interest on any of the intevest-hearing securities (a) issued or guaran-
teed by such person and (b) issued or guaranteed by any other person substantially
all of whose business has been acquired by such person within the 10 years next pre-
ceding such sale or is being acquired by such person at the time of such sale, unless
sueh business is not or will not be of material significance in respect of the total enter-
prise represented by such acquiring person and such business; and either

3. The net profits of such person available for payment of interest for each of fhe
2 fiseal years next preceding such sale, or the average annual net profits available for
payment of interest for a period of not less than 4 nor more than 8 fiseal years next
preceding such sale, have heen in the aggregate not less than 3 times the annual interest
requirements on said evidences of debt and all securities of equal or prior rank to he
outstanding immediately after such sale; ox

4. The aggregate outstanding prineipal amount of such evidences of debt is at least
$5,000,000, and such evidences of debt are not sold by, for or on hehalf of an issuer
as defined in subsection (5) of section 189.07 and are not part of an initial distribution
of a new issue, and not less than 6 months have intervened since the most recent initial
public offering of any securities of the same elass by, for or on behalf of an issuer as
defined in subsection (5) of section 189.07; provided, however, that any permission
granted by this paragraph to sell any evidences of debt without registration under
section 189.13 shall terminate upon a public offering of a new issue of securities of
the same class.

(e) Preferred stock of any corporation substantially all of whose business is that
of operating a public utility in the United States or the Dominion of Canada if

1. Such corporation including any predecessor or predecessors has continuously oper-
ated such public utility for not less than 10 years next preceding the sale of such
securities hereunder;

2. There has been no default in the 10 years next preceding such sale in the pay-
ment of dividends or principal or inferest on any of the preferred stock or interest-
bearing securities (a) issued or guaranteed by such corporation and (b) issued or guar-
anteed by any person whose business has been acquired by sueh corporation within
the 10 years next preceding such sale or is being acquired by such corporation at the
time of such sale, unless such business is not or will not be of material significance in
respect of the total enterprise represented by such aequiring corporation and such
business; and ,

3. The net profits of such corporation for each of the 2 fiscal years next preceding
sueh sale, or the average annual net profits for a period of not less than 4 nor more
than 8 fisecal years next preceding such sale, plus interest requirements during such
years on all interest-bearing securities of such ‘corporation, have been in the aggregate
not less than 134 times the annual dividend and interest requirements on such pre-
ferred stock and all securities of equal or prior rank to be outstanding immediately
after such sale.

(d) Common or preferred stock of any corporation, provided

1. Such corporation including any predecessor or predecessors operating substan-
tially the same business has been in continuous existence for not less than 10 years
next preceding the sale of such stock hereunder;

2. The number of holders of such stock immediately prior to such sale is not less
than 1,500;

3. A bona fide market exists for such stock; and

4, Such stock is not sold by, for or on behalf of an issuer as defined in g, 189.07 (5)
and is not part of an initial distribution of a new issue, and not less than 6 months, or
snch shorter period as the department may approve, has intervened since the most recent
initial public offering of any stock of the same class by, for or on behalf of an issuer as
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defined in s, 189.07 (5). But any permission granted by this paragraph to sell any stock
without registration under s. 189.13 shall terminate upon a public offering of a new issue
of stock of the same class other than by way of a stock dividend or a change in the par
or stated value thereof. For the purposes of this paragraph the term “stock” shall not .
include shaves of beneficial interest in a husiness trust or the securities of any person pri-
marily engaged in the business of investing and reinvesting in securities. The term “pub-
lic offering” as used in this subsection shall not include the sale by, for or on behalf of an
issuer of securities of the same class in an amount during any prior 12 months’ period not
exceeding 5 per cent of the maximum amount of sueh securities outstanding during such
12 months’ period.

(e) Securities of a class all the securities of which outstanding at the time of such
sale have been continuously outstanding in the hands of the public either since August
1, 1919, or since the date of their issuance by way of a stock split-up or a stock divi-
dend on securities meeting the requirements of this subsection after Aungust 1, 1919,

(£) Obligations (nob exempt under section 189.06 (6)), issued by any state or by any
county, city, village, town, district or other subdivision thereof, or by any agency of
one or more of the foregoing, which are payable from revenues derived from the opera-
tion by the issuer or any agency thereof of any toll bridge, turnpike, public market, or
any plant or equipment for the furnishing of transportation or sewerage facilities, the
transmission of telephone messages or the production, transmission, delivery or furnish-
ing of heat, light, water or power, or combination thereof, directly or indirectly, to or
for the publie, provided such state, county, city, village, town, district or other subdivision
thereof has a population of not less than 10,000 or such project serves an aggregate of
not less than 2,500 customers, and provided further no default of interest or principal
exists in vespeet of said obligations, and that the operation of such project, whether by
the igsuer or any agency thereof or by others, has, in each of the 3 fiscal years next pre-
ceding the sale of said obligations hereunder, yielded net profits available for payment
of interest amounting fo not less than the greater of either:

1. One hundred twenty-five per cent of the amount derived by dividing the total
amount to be paid or set aside from the date of sueh sale to and including the last
maturity date of said obligations for interest and prineipal requirements thereon and
on all other obligations of equal or prior rank to be outstanding immediately after
such sale, by the number of years ineluding fractional years as such from the date
of such sale to and including the last maturity date of said obligations; or

2. The greatest amount to be paid or set aside in any calendar year, from the date
of such sale to and including the last maturity date of said obligations, for interest
and principal requirements thereon and on all other obligations of equal or prior rank
to be outstanding immediately after such sale.

(2) Any licensed dealer desiring to sell securities vmder this section shall inform the
department by notice in writing or by telegraph, not later than the date of offering, of the
name of the issuer, the description of the securities to be offered for sale, and the basis of
eligibility for their sale under this section. Any advertising used by such dealer pursuant
to the notice shall be subject to s. 189.14,

(8) If, within 10 days after any notice by a licensed dealer pursuant fo subsection
(2), or within such further time as may be consented to by such dealer, the department
shall by order prohihit sales by such dealer under such notice until registration of the
securities under section 18913, such dealer, in the manner and with the effeet pro-
vided in section 189.18, shall offer to repurchase all securities sold by such dealer under
such notice.

(4) The permission granted hy this section to sell securities under a notice pursuant
to subseetion (2) shall expive b years from the dafe thereof unless prior to such expiration
guch permission shall have been extended or sales under such notice shall have been pro-
hibited by the department.

(5) Tf the securities desired to be sold under this section shall have attached thereto
or delivered therewith purchase warrants, or rights to subseribe to stock, or shall he con-
vertible into other securities at the option of the holder, the department shall, by order,
prohibit such sale even though such securities are otherwise eligible for sale under this
section, nnless it shall appear to the department that suech warrants, rights or conversion
privilege and the seenrities to he delivered in fulfillment thereof, comply with the provi-
sions of section 189.13. A notice pursuant to subsection (2) in respeet of securities car-
rying warrants, rights or eonversion privilege, shall be deemed fo include the securities to
be delivered in accordance with the terms of such warrants, rights or conversion privilege,
and such notice shall contain a deseription of the secuvities so to be delivered and, if they
are eligible for sale under this section, a statement of the basis of such eligibility and, if
they are not eligible for sale under this section, such notice shall be accompanied by infor-
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mation with reference to such securities similar to that required in the case of registration

under section 189.13.
History: 1955 c, 503.

189.09 Sale of securities prior to registration. (1) Subjeet to section 189.11,
upon compliance with this section the following securities may be sold by licensed
dealers prior to registration thereof under section 189.13:

(a) Evidences of debt secured by a mortgage or deed of trust upon land and
buildings thereon if such mortgage or deed of trust is or will become a first lien at
or prior to the issuance of such evidences of debt, or provision satisfactory to the
department is made for impounding the proceeds from the sale of such evidences of
debt until such first lien is established, and the total amount of such evidences of debt
does not exceed 50 per cent of the then fair market value of the land and buildings
in¢luded in such mortgage or deed of trust, less the amount of any unpaid special
assessment taxes.

(b) Evidences of debt of any person operating a business if

1. Such person (inecluding any predecessor or predecessors) has continuously oper-
ated such business for not less than 2 years next preceding the sale of such securities
hereunder; and

2. The net profits of such person or predecessor available for payment of interest
for each of the 2 fisecal years next preceding such sale, or the average annual net
profits available for payment of interest for a period of not less than 4 nor more than
8 fiscal years next preceding such sale, have been in the aggregate not less than 134
times the annual interest requirements on said evidences of debt and all securities of
equal or prior rank to be oustanding immediately after such sale.

(¢) Preferred stock of any corporation operating a business if

1. Such corporation (including any predecessor or predecessors) has continuously
operated such business for not less than 2 years next preceding the sale of such stock
hereunder; and

2. The net profits of sueh corporation or predecessor for each of the 2 fiscal years
next preceding such sale, or the average annual net profits for a period of not less
than 4 nor more than 8 fiscal years next preceding such sale, plus interest requirements
during such years on all interest-hearing securities of such corporation or predecessor,
have been in the aggregate not less than 114 times the annual dividend and interest
requirements on such preferred stock and all securities of equal or prior rank to be
outstanding immediately after such sale.

(d) Common stock of any corporation operating a business if

1. Such corporation (including any predecessor or predecessors) has continuously
operated such business for not less than 2 years next preceding the sale of such stock
Lereunder; and

2. The net profits of such corporation or predecessor for each of the 2 fiseal years
next preceding such sale, or the average annual net profits for a period of not less than
4 nor more than 8 fiscal years next preceding such sale, plus interest charges during such
vears for all interest-bearing securities of such corporation or predecessor, other than
for current debt, less the annual intevest requirements on all funded debt and the annual
dividends on all preferred stock to he outstanding after such sale, amount to not less
than 8 per cent of the amount of all common stock to be outstanding immediately after
such sale, computed at the price for which such sale is to be made.

(2) Any licensed dealer desiring to sell any such securities prior to registration
thereof shall, not later than the date of offering thereof, inform the department hy
notice in writing or by telegraph of his intention to sell such securities subject to
the provisions of this section. Such notice shall state the name of the issuer and shall
contain a description of such securities and a statement of the basis of eligibility for
sale under this section.

(8) If the department shall by order prohibit sales of the securities covered by any
notice referred to in subseetion (2) until registration thereof under section 189.13, or
if within 30 days after such notice an application for registration of such securities
is not filed with the department, or if for any cause registration of such securities is
denied by the department, whether or not proceedings have been taken under section
189.22, the dealer giving such notice shall, within 15 days from the happening of any
one of the events specified above, whichever is earliest, in the manner and with the
effeet provided in section 189.18, offer to repurchase all securities sold by such dealer
pursuant to such notice.

189,10 Net profits; defaults; meetings; additional requirements, (1) For the
purposes of seetions 189.08 and 189.09:
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(a) The net profits of any person shall be determined upon the hasis of their
conversion into currency of the United States available in the United States.

(b) Default in the payment of any dividend, prineipal or interest shall include
failure to make any sueh payment available in the United States in United States
curreney to any person entitled thereto.

(2) The net profits of any person shall be determined for the purposes of para-
graphs (a), (b) and (f) of subsection (1) of section 189.08 and pavagraph (b) of
subseetion (1) of seetion 189.09 without deducting therefrom, making provision for
or otherwise taking info acecount any tax imposed upon or measured by income, profifs
or revenues; and for the purposes of paragraph (e) of subsection (1) of section 189.08
and paragraphs (¢) and (d) of subsection (1) of section 189.09, after deducting there-
from all such taxes or any provision made therefor.

(8) The department may eall, or by order direet the calling of, a meeting of the secu-
rity holders or the ereditors or hoth affected by any exchange referred to in section 189.07
(13) and (14), to he held at such time and place and upon such notice and for the con-
sideration of such matters as the department may approve.

(4) The department may from time to time, as an alternative to registration under
seetion 189.13, impose upon the sale of any security otherwise permitted by section
189.06, 189.07, 189.08 or 189.09 all such further and additional requirements, conditions,
restrictions or limitations as may be necessary or appropriate in the public interest or for
the protection of investors.

189.11 Regulation of sales under sections 189,06, 189.07, 189.08 and 189.09. (1) If
the department shall have reason to believe that the sale of a security under sections
189.06, 189.07, 189.08 or 189.09 may be unfair, inequitable or fraudulent, or that regis-
tration of sueh sceurity under section 189.13 is necessary or appropriate in the public
interest or for the protection of investors, the department, whether or not such security,
or the sale thereof, is in compliance with sections 189.06, 189.07, 189.08 or 189.09 may
by order prohibit further sales of such security until such seeurity is registered under
section 189.13,

(2) No purchaser of a security sold under section 189.07 (13) and (14) or section
189.08 shall have any right or remedy under this chapter on acecount of such sale for fail-
ure of such security to comply with either of said sections, unless such sale was made in
violation of an order under this section; exeept that where an offer of repurchase is made
as required under section 189.08 (3) or section 189.09 (3), the purchaser shall have the
remedy thereby provided and such remedy shall be exclusive under this chapter.

189.12 Limitation of sales, No person shall sell or offer for sale in this state
any security unless registered under section 189.13; provided, however, that for the
convenience of investors securities may he sold prior to registration as provided in
section 189.09, and may be sold under sections 189.06, 189.07 and 189.08 without regis-
tration until the department shall prohibit further sales thereof by order under section
189.11. Such order shall be an intermediate order and shall not be appealable or subject
to proceedings under section 189.22 or judicial or other review or Jegal process. The
sole remedy in case of such an order shall be by application to register the security
covered thereby under section 189.13, and if registration be denied under section 189.13,
the applicant then may proceed under section 189.22. No person shall have a vested
right to sell or offer securities for sale under sections 189.06, 189.07, 189.08 or 189.09,
and upon order of the department under section 189.11 prohibiting further sales, the
sale or offering for sale of such securitics shall be discontinued until registration thereof
under section 189.13.

189.13 Registration of securities. (1) Securities shall be registered under this
chapter upon separate application for each class of securities and in the manner provided
in this section.

(2) The application for registration shall be signed by the issuer or a licensed dealer,
shall be verified and shall be filed with the department. It shall econtain sueh informa-
tion and representations as the department may require as necessary or appropriate
in the public interest or for the protection of investors.

(8) The department shall examine such application and the other papers and doc-
uments filed therewith, and may make or have made a detailed inspection, appraisal,
audit, or other investigation of the property and affairs of the issuer. The department,
upon payment of the expense reasonably attributable to its investigation, shall by
order register the securities covered by such application if the following shall be made
to appear to the department:

(a) The proposed plan of business of the issuer is not unlawful, dishonest, fraud-
ulent, or otherwise contrary to public policy.
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(b) The plan of financing is not or does not tend to he unfair, inequitable or
fraudulent, or against public interest or the interest of investors.

(e) The articles of incorporation or association, declavation of trust, charter, eon-
stitution, by-laws, lease, contraect, or any instrument or indenture under which the
seeurities .are issued is not contrary to law or unfair, inequitable or fraudulent.

(d) The elass of securities for which registration is sought bears a reasonable pro-
portion to other classes of securities and to the fair value of the property and business,
due consideration heing given to the nature of the business, its earnings, its eredit and
prospects, the possibility that the fair value of the property and business may change
from time to time, the effeet which the issue of such securities may have on the man-
agement and operation of the business by reason of the relative amount of financial
interest which the various classes of security holders will have in the business, and to
other relevant matters.

(e) The commissions, fees and expenses to be incurred in connection with sueh
issue or the sale thereof or the gross or net profit of any party or parties in connection
therewith, is not unreasonable.

(f) The advertising matter to be used in the sale of the securities is not false,
unfair, inequitable, fraudulent or misleading and gives fair and reasonably adecuate
information with reference to the securities and the issuer.

(g) It does not appear that any velationship exists between the issuer and the
trustee in any instrument under which the securities have been or.are to he issued,
by virtue of which the interests of the trustee might be in conflict with the intevests
of purchasers.

(h) The methods to be used in the sale of the securities are not such as to be
misleading, unfair, inequitable or fraudulent as to the purchasers, or against public
interest or the interest of investors. Unless the foregoing shall be made to appear to
the department, the department shall issue its findings and order denying registration.

(4) If the department shall determine it is necessary or appropriate in the publie
interest or for the protection of investors that the securitics for which registration is
songht be issued under an indenture, it shall so divect and thereupon such securities
shall be issued only under an indenture, and such indenture and all other indentures
under which securities sought to be registered hereunder are issued shall be in such
form and of such content as may be necessary or appropriate in the public interest
or for the protection of investors; shall comply with the requirements of section 315
of the federal trust indenture act of 1939; and shall provide, among ofher things, that

(a) There shall at all times he one or more trustees thereunder, at least one of
whom shall at all times be a corporation organized and doing business under the laws
of the United States or of any state or territory thereof or of the Distriet of Columbia
(herein ecalled the ingtitutional trustee) which (1) is authorized under such laws to
exercise corporate trust powers and (2) is subjeet to supervision or examination by
federal, state, tervitorial or District of Columbia authority; provided, that in any case
where 1t shall appear to the department that the requirement of an institutional trustee
may work a hardship, the department may, upon such terms and conditions as it
deems necessary in the public interest or for the protection of investors, dispense with
such requirement and permit the trustee under the indenture to be an individual or
other person;

() If the indenture requires or permits the appointment of one or more co-trustees
in addition to the institutional trustee, then the rights, powers, duties and obligations
conferred or imposed upon the trustees or any of them shall be conferred or imposed
upon and exercised or performed by such institutional trustee or such institutional
trustee and such co-trustee jointly, except to the extent that under any law of any
jurisdiction in which any partienlar act or acts are to be performed, such institutional
trustee shall be incompetent or ungualified to perform such act or acts, in . which event
such rights, powers, duties and obligations shall be exercised and performed by such
co-trustee; ‘

(e) In the case of certificates of interest or participation the trustee shall have the
legal power to exercise all of the rights, powers and privileges of a holder of a security
or securities in which such certificates evidenee an interest or participation; and

(Q) If any trustee has or shall acquire any conflicting interest such trustee shall,
within 90 days after ascertaining that it has such conflicting interest, either eliminate
such conflicting interest or resign, such resignation to become effective upon the appoint-
ment of a successor trustee and such successor’s acceptance of sueh appointment, and
the obligor upon the indenture securities shall take prompt steps fo have a suceessor
appointed in the manner provided in the indenture. A trustee shall be deemed to have
a conflicting interest if sneh interest is a conflicting interest within the meaning of
seetion 310 (b) (1) to (9), inelusive, of the federal trust indenture act of 1939.
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(6) Unless waived by the department as unneeessary in the public interest or for
the protection of investors, no evidences of debt secured by mortgage on land or lease-
hold shall be vegistered, where it appears that the proceeds from the sale of such
evidences of debt are to be used for the construction of a new building or buildings
on such land or leasehold or for the reconstruetion or improvement of existing building
or buildings on such land or leasehold, unless it is established that there will be no
liens or ineumbrances on the property prior to such mortgage except other morigage
indebtedness and unpaid special assessment taxes and unmatured general taxes, that
a completion bond has been given in sufficient amount and with sufficient surety to
assure the construction, reconstruction or improvement of the building or buildings,
that ample provision hag been made for financing the completion of such construetion,
reconstruction or improvement{ and for the actual investment therein of funds rep-
resented to be available for that purpose, and that proceeds from the sale of such
evidences of debt will be dishursed by the frustee of such funds only after the actual
mvestment in the property of all junior funds represented to be available for that purpose.

(6) Certificates representing proportionate shares in a fund of securities shall be
registered and sold in this state only upon ecompliance with such terms and conditions
as the department may presecribe as necessary or appropriate in the public interest
or for the protection of investors.

(7) Securities of an insurance or other eompany, supervised by the commissioner
of insurance of this state, or of a person whose business consists prineipally of own-
ing or controlling the securities of any such company, shall not he registered without
the approval of the commissioner of insurance of this state.

(8) Evidences of debt, the payment of principal or interest of which are guaran-
teed by an insurance or suretyship eompany, as defined by the statutes of this state,
shall not be registered, unless such company shall have been authorized by the com-
missioner of insurance of this state to conduet a suretyship business.

(9) If securities for which registration is sought shall have attached thereto or deliv-
erved therewith purchase warrants or rights to subseribe to stock, or shall be convertible
into other securities at the option of the holder, the department shall not register such
securities even though they otherwise comply with the requirements for registration, nnless
it shall appear to the department that sneh warrants, rights or conversion privilege and
the securities to be delivered in fuifillment thereof, comply with the provisions of this
section. If the securities carrying the warrants, rights or conversion privilege are regis-
tered, no further registration shall be required either at the time of the sale of such secu-
rities earrying the warrants, rights or conversion priyileges, or at any time thereafter,
for the delivery of the securities in accordance with the terms of such purchase warrants,
subscription rights or conversion privilege. If the department shall have reason to helieve
that the holders of such warrants, rights, or conversion privilege are heing solicited to
exercise the same in such manner or under such circumstances that a frand or imposition
may be worked upon them, or that such solicitation may be or tend to be unfair, inequi-
tahle or fraudulent, the department may by order prohibit further solicitation or negotia-
tion for an exercise of such warrants, rights or conversion privilege.

(10) Nothing contained in this chapter shall prohibit the persons intevested in
organizing and promoting a domestic corporation from subseribing for securities of
sueh corporation prior to its incorporation, but no subscriptions for sueh securities
ghall be solicited by or on behalf of any person who shall at any time, dirveetly or
indirectly, receive, or be entitled to receive, or have promise of any manner of com-
pensation thereof, and except in the case of exempt transactions under subsections
(1) and (2) of section 189.07, no such subscriptions shall be binding and no pay-
ments thereon shall be accepted until such securities shall have been registered and
until such subseriptions shall have heen ratified in accordance with the terms and con-
ditions of registration. The person or persons interested in organizing or promoting
a domestic corporation to be formed may, in the name of and on behalf of the cor-
poration, present an application for such registration.

(11) If the issuer is the applicant and a foreign corporation or other nonresident, the
issuer shall file a written instrument, in such form as the department may require, irre-
vocably appointing the dirvector its true and lawful attorney upon whom may be served
any summons, complaint, pleading, process, order or notice in any action or proceeding
against such applicant in connection with any matter arising out of the sale or purchase
of the securities eovered by its application or out of this chapter.

(12) If registration is sought of purchase warrants or rights to subseribe to or pur-
chase securities, the department shall not register such securities even though they other-
wise comply with the requirements for registration, unless it shall appear to the depart-



189.14 SECURITIES LAW 2586

ment that the seeurities deliverable in fulfilment of such purehase warrants or rights to
subscribe or to purchase securities comply with the provisions of this seetion.
History:s 1951 c. 727,

189:14 Advertising. (1) No person selling or offering for sale any security
shall, in this state, directly or indireetly, make any false or misleading statement or
1eplesentat10n relative to any security; or issue, circulate or publish any cireular,
prospectus, advertisement, printed matter, document, pamphlet leaflet or other liter-
ature in this chapter sometimes referred to eollectively as “advertising matter” which
shall contain an untrue statement of a material fact or omit to state a material fact
necessary in order to make the statements therein, in the light of the cireumstances
under whieh they were made, not misleading, or which shall contain inadequate or
ineomplete information concerning relevant matters therein mentioned or whieh is not
in compliance with any rules or regulations of the department; or issue, circulate or
publish any advertising matter or make any written representation, unless the name
of the person issuing, circulating, or publishing the same shall be subseribed thereto;
or make any statement or representation or issue, cireulate, or publish any advertising

matter containing any statement to the effect that the security has been in any way
apploved or indorsed by the department or this state, provided, however, that if the
issuance of any securities has been authorized by any governmental body, such fact
may be set forth in such advertising matter.

(2) In the case of secnrities sold under ss. 189.06, 189.07, 189.08 or 189.09 (1) no ad-
vertising matter shall be issued, cireulated or pubhshed unless a eopy thereof is filed with
or mailed to the department not later than the date of use by such dealer. In all other cases
no advertising matter shall be issued, circulated or published unless such advertising mat-
ter has been submitted in duplicate and the use thereof has heen allowed by the depart-
ment.

(3) Subsection (2) shall not apply to lists or quotations published without comment
or to advertisements which do no more than state from whom advertising matter may be
obtained, identify the security offered for sale and state the price thereof and the names
of dealers having an interest in the sale thereof, or to reprints of factual information from
financial publications on the approved list issued from time to time by the department.

History: 1955 c. 503,

189.15 Expiration of registration. All registrations of securities shall expire 5
years from the date of registration, unless in each case sooner revoked, terminated or ex-
tended by the department. The department, at least 60 days in advance of any such ex-
piration, shall, unless the right to.sell seeurities under the registration is under suspen-
sion, mail notice thereof addressed to the applicant at his last known address as the same
appears upon the records of the department. Any interested party may at least 30 days
before the date of such expiration apply for a renewal of the registration. The applicant
for such renewal need pay no additional fees but shall pay the expenses reasonably at-
tributable to any investigation made by the department and shall furnish such additional
information as the department may deem necessary to enable it to determine whether the
securities are entitled to registration under s. 189.13. If it shall appear that such securi-
ties are entitled to registration under s. 189.13, the department shall renew registration
for a further term of 5 years upon such terms and conditions as it may preseribe and
subject to this chapter. Successive renewals of registration of any security may be granted
in like manner.

History: 1951 c. 33; 1955 ¢, 503,

189.16 Stop order, The department may by order revoke any registration of
securities under section 189.13 if it shall have reason to believe that

(1) The securities are not such as may be sold hereunder because of the unsound
financial eondition or decrease in earnings of the issuer or other conditions affecting
the soundness of the securities;

(2) Any stop order has been issued suspending the effectiveness of any rvegistration
of the securities nunder the federal securities act of 1933, as amended;

(3) The issuer or the applicant has violated any of the provisions of this chapter,
or any rules or 1egulat1ons hereunder, or any order of which it had notlce, or has heen
or is engaged or is about to engage in any transaction or practice which is or tends to be
unfair, inequitable or fraudulent,

(4) The issuer or the a.pplicant has made any false, misleading or fraudulent state-
ments or 1e1)1ese11tations in any advertising matter that has been issued, cireulated or
published: concemmg the issuer or its securities;

(5) The issuer is of bad business repute or does not conduct its business in accordance
with law or sound business prineiples or is insolvent or in an unsound condition;
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(6) There is any violation of or failure to comply with any of the provisions of
8. 189.13 or any of the terms or conditions of registration; or

(7) Such revocation for any reason other than or in addition to any of the foregoing
is necessary or appropriate in the public interest or for the protection of investors.

189.17 Department’s powers; conditions in orders and licenses; rules, investiga-
tions and hearings; injunctions, (1) The department may, in any order or license
issued under this chapter, impose such terms and conditions as may be necessary or appro-
priate in the public interest or for the protection of investors or to assure compliance
with this chapter, and in any order of registration may, among other things, fix the price
at which the securities may be sold and the maximum commissions o1 other compensation
to be paid for their sale, and require that the proceeds from their sale be impounded
under such terms and conditions as it may preseribe, that securities issued for intangible
agsets or for other assets at a price in excess of their market value be placed in escrow
under such terms and conditions as the department may prescribe, that reports of sales
of securities be filed with the department at such times and in such form as it may pre-
scribe, and that information available to the applicant concerning the issuer and its
business, property and affairs be filed with the department at such times and in such
form as it may preseribe. Any person acting under an order or license containing any
terms or conditions shall be deemed to have accepted and waived all objections to such
terms and conditions.

(2) The department for the purpose of carrying out the provisions of this chapter
may make such rules and regulations as may be necessary or appropriate in the public
interest or for the protection of investors or to assure compliance with this chapter.

(3) The department may make such investigations, including such examination or
audit of any books, papers, records or memoranda of any person subjeet to investigation
hereunder, as it shall deem necessary or advisable in respeet of any matters conneected
with the administration of this chapter, and, upon reasonable notice and at such time
and place as it may fix, hold hearings in respect of any matter arising out of the adminis-
tration of this ehapter.

(4) The department may appoint agents to make investigations and hold hearings in
any and all matters avising under this chapter. The director and the agents so appointed
shall have the power to subpoena witnesses and administer oaths in econnection with the
administration of this chapter. Each witness who shall appear before the department, or
its agent, and who was subpoenaed in its behalf, shall veceive for his attendance the fees
and mileage provided for witnesses in eivil cases in courts of record, and such fees and
mileage shall be paid from the securities regulation appropriation. The department or
any party may in any investigation cause the depositions of witnesses residing within or
without the state to be taken in the manner prescribed for depositions in civil actions in
circuit courts. Any expense incurred by the department in taking such depositions shall
be paid from the securities regulation appropriation.

(5) Whenever it shall appear, either upon complaint or otherwise, that in the issu-
ance, sale, promotion, negotiation, advertisement or distribution of any securities any
person shall have employed, employs or is about to employ any device, scheme or artifice
to defraud or to obtain money or property by any false or misleading statement or repre-
sentation, or that any person shall have made, makes, or is about to make fletitious or pre-
tended purchases or sales of securities, or shall have engaged in, engages in, or is about
to engage in any practice or transaction or course of business relating to the purchase
or sale of securities which is contrary to law or is unfair, inequitable or fraudulent, or
that any person is acting us dealer, agent or investment adviser within this state without
being duly licensed, all of which acts, practices and transactions ave declaved to be fraudu-
lent, the department or the attorney general or the district attorney of the proper county
may investigate and may, in addition to any other remedies, bring action in the name and
on behalf of the state against any person concerned in or in any way participating in or
ahout to participate in such acts, practices or transactions, to enjoin such person from
continuing the same or engaging therein or doing any act in furtherance thereof or in vio-
lation of this chapter. In any such action the department or the attorney general or the
distriet attorney may apply for the court’s subpoena requiring forthwith the appearance
of any defendant and his employes, salesmen or agents to testify and give evidence con-
cerning the aects, practices or transactions complained of in such action and requiring the
production of such doecuments, books and records as may be necessary for any hearing in
such action.

(6) The department may from time to time issue, in pamphlet form or by newspaper
advertising or otherwise, information regarding securities, or practices in the sale thereof,
which appear or tend to be wnfair, inequitable or fraudulent.

(7) If at any time it shall appear that the solicitation or execution of any order or
orders for the purchase or sale of any security, whether as agency transactions or other-
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wise, may be or tend to be unfair, inequitable or fraudulent, or against public interest
or the interest of investors, the department may by order prohibit dealers and agents
from soliciting or executing any order or orders therefor.

(8) Every domestic corporation and every foreign eorporation licensed in this state
ghall, ‘within 20 days after receipt of written request from the department, furnish to
the department a complete list of its stockholders, showing the amount of stock held by
each, duly verified by the president or secrvetary of such corporation. Any corporation
failing or refusing to furnish such a list shall forfeit not less than $100 nor more than
$1,000, and such forfeiture shall be collectible as provided in chapter 288.

History: 1951 c. 727; 1955 ¢, 551, )

189,18 1Illegal sales; remedies, (1) Every sale of a security by means of or
involving any material misrepresentation or fraud ineluding misrepresentation of a
material fact or matter or failure to state a material fact or matter necessary in order
to make the statements made, in the light of the circumstances under which they were
made, not misleading (the purchaser not knowing of sueh misrepresentation, fraud or
failure), and every sale of a security made in violation of or noncompliance with any
provision of this chapter or any rule, regulation or order of the department hereunder
or in violation of or noncompliance with the terms and conditions of registration therefor,
shall be voidable at the election of the purchaser; and upon tender to such person or
into eourt of the securities sold or, where the securities were not received, of any written
contraect made, any person by or on behalf of whom said sale was made or who shall
have participated or aided in any way in making such sale shall be jointly and severally
liable to such purchaser for the full amount paid together with intevest from the date
of payment at the rate of the interest or dividends stipulated in the seeurities sold, or if no
rate is stipulated then at the legal rate of interest, less any income received by such
purchaser on such securities,

(2) Notice of any such election provided for in subsection (1) shall be given to the
party from whom recovery will be sought within 3 months after the purchaser shall have
knowledge that the sale of the securities to him is voidable, by registered letter addressed
to the person to be notified at his last known address, with proper postage affixed, or by
personal service as in civil actions.

(3) No action shall be brought for relief under this seetion or upon or because of
any of the matters for which relief is granted by this section and any cause of action
therefor shall be forever barred after 3 years from the date of such sale, but the time for
eommencing such action shall be extended by reason of any fact and for the time specified
in sections 330.30 to 330.38. No person who shall have filed with the secretary of state
or the department, or any other department or commission of this state which at any
time had jurisdiction over the sale of securities in this state, an appointment of a resident
of this state as attorney upon whom process may be served shall be deemed for the
purpose of this section to be or from the date of such appointment to have been a person
out of this state under section 330.30.

(4) No purchaser shall have any right or remedy under this chapter who shall fail,
within 15 days from the date of receipt thereof, to aceept an offer to repurchase the securi-
ties purchased by him for a price equal to the full amount paid therefor plus interest
thereon and less any income thereon as set forth in subsection (1).

(5) Bvery offer of repurchase provided for in this chapter shall be in writing,
shall be delivered to the purchaser or sent by registered mail addressed to the purchaser
at his last known address, and shall offer to repurchase the securities sold for a price
equal to the full amount paid therefor plus interest thereon atd less any income thereon
as set forth in subsection (1). Such offer shall continne in force for 15 days from the
date on which it was received by the purchaser, shall fairly advise the purchaser of his
rights and the period of time limited for acceptance thereof, and shall be in such form
and contain such further information as the department may preseribe. Any agreement
not to aceept or vefusing or waiving any such offer made during or prior to said 15 days
shall be void. Any offer of repurchase required to be made nunder this chapter may be
made and sent by the department in the name and on behalf of the person requirved to
make such offer.

(6) Within 30 days from the date of an offer of vepurchase under subsection (3)
of seetion 189.08 or subsection (3) of section 189.09, the dealer making such offer
shall furnish to the department evidence satisfactory to the department that such offer
has been made as required. Failure of any dealer to make suech an offer as required or
to submit such evidence shall be sufficient cause for revoking his license, and any dealer
failing so to make such an offer shall therenpon become subject to the liahilities provided
for in this section.

(7) Except as otherwise provided in this section or s. 189.11 this chapter shall not be
construed to create any new civil liabilities or to impair or limit any rights or remedies
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existing at eommon law or under any other chapter for misrepresentation, fraud or other
actionable conduct in the sale of securities in this state.
History: 1955 c. 10.

189.19 Criminal liability. (1) Every corporation shall, upon conviction, be pun-
ished by a fine not exceeding $10,000 which shall dirveetly or indirectly

(a) Sell or offer for sale any security contrary to the provisions of this chapter
or any rule or regulation or order of the department hereunder;

(b) Sell or offer for sale any security in nonconformity with any representations
made in behalf of such corporation by an officer or agent to the department in obtaining
registration, or in violation of the terms and conditions of registration thereof; or

(¢) Apply any of the proceeds from the sale of any registered securities to any
purpose other than the purpose or purposes specified in obtaining registration, or apply
any greater or different amount to any purpose than that allowed in the order of regis-
tration of such securities.

(2) Every director, officer, agent or employe of any issuer and every dealer, agent,
investment adviser or other person shall be imprisoned in the state prison not exceeding
5 years, or in a county jail not exceeding one year, or fined not exceeding $5,000, or both,
who shall dirvectly or indirectly:

(a) Authorize, direct, aid in or consent to the issue or sale of, or issue, execnte, sell
or offer for sale, or cause or assist in causing to be issued, executed, sold or offered for
sale any security contrary to the provisions of this chapter or any rules or regulations
hereunder, or in violation of any order of the department;

(b) Authorize, direct, or aid in or consent to the issue or sale of, or issue, execute, sell
or offer for sale, or cause or assist in eausing to be issued, executed, sold or offered for
sale any security, knowing said issuance, execution, sale or offer for sale not to be in
conformity with the representations made fo the department in obtaining registration
thereof;

(e) In or in eomnection with any application fo the department, or any proceedings
before it, or any investigation made by or for the department, knowingly or negligently
make any false or misleading statement or repesentation of a material fact;

(d) File or cause to be filed with the department any statement or representation
of a material fact, which statement or representation he knows or in the exercise of reason-
able eare should know to be false or misleading ;

(e) Issue, execute, sell or offer for sale, or cause or assist in causing to be issued,
executed, sold or offered for sale any security of the issuer concerning which any
statement or representation of a material fact was made to the department, which he
knows or in the exercise of reasonable care should know is false or misleading;

(£f) Apply or cause or assist in causing to be applied, all or any part of the proceeds
from the sale of any security in any way or amouut which he knows or in the exercise
of reasonable care should know is contrary to the representations made to the department
in obtaining registration of such security, or in violation of any order of the department;

(g) In connection with the sale or offering for sale of any security, make any state-
ment or representation of a material fact which he knows or in the exercise of reasonable
care should know to be false or misleading, or issue, circulate or publish, or cause to be
issued, cireulated or published, or consent to the issue, cireulation or publication of any
advertising matter, relating to any seeurity, which he knows or in the exerecise of reasonahle
care should know to he contrary to the provisions of this chapter or any rules or regula-
tions hereunder, or in violation of any order of the department; or

(h) Commit any fraud or in any other respect wilfully violate or fail to comply with
any of the provisions of this chapter or any rules or regulations hereunder, or any order
of the department.

(8) No corporation which is subjeet to this chapter shall be excused from complying
with any order or subpoena of the department requiring produection or submission to
examination of books, papers, contracts, agreements, records, files, or documents in its
possession or under its control; or be excused from making true answer under oath by
or through its authorized officer or agent when required by law to make such answer in
any investigation or hearing by or for the department, in either case on the ground that
the evidence or information, documentary or otherwise, so produced or submitted to
examination, may subject it to a penalty or forfeiture.

(4) No dealer, agent, investment adviger, issuer or other person, or any officer, agent
or employe thereof shall he excused from attending or testifying, or from producing
books, papers, contracts, agreements, records, files or documents in his possession or under
his control in obedience to an order or subpoena of the department for use in any investi-
gation or hearing by or for the department, on the ground that the testimony, evidence or
information, documentary or otherwise, so given, produced or submitted to examination,
may tend to ineriminate him or subject him to a penalty or forfeiture, but no dealer,
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agent, investment adviser, issuer or other person, or officer, agent or employe thereof,
shall be prosecuted or subjected to penalty or forfeiture for or on account of any trans-
action made or thing concerning which he may testify or produce evidence, documentary
or otherwise, in such investigation or hearing, except for perjury or false swearing in
connection therewith,

(6) Each of the acts specified in subsections (1) and (2) of this section shall
constitute a separate offense, and a prosecution or conviction for any one of such
offenses shall not bar prosecution or conviction for any other offense. An indictment or
information for any offense which may be punished under this section must be found or
filed within 6 years after the commission thereof,

History: 1955 c. 651,

Where an officer of a corporation sells cer is estopped from denying the legality
stock in excess of the authorized capital- of such issuance in a prosecution for the
ization in reliance by the purchasers- that sale of unregistered stock under (2) (a).
the certificates are legally issued, such offi- State v. Eisbach, 263 W 554, 57 NW (2d) 725,

189.20 Attorney. (1) For the purpose of facilitating enforcement of this chap-
ter, one or more of the attorneys employed by the department on July 2, 1941, shall, at
the department’s request, be added to the attorney-general’s department as special assist-
ant attorneys-general, but such attorney or attorneys shall devote their entire time to the
work of the department in administering this chapter. Their successors shall be ap-
pointed by the department with the consent of the attorney-general subject to echapter 16.

(2) Upon request of the department, the attorney-general or the distriet attorney
of the proper county shall aid in any investigation, hearing or trial had under this
chapter, and shall institute and prosecute actions and proceedings for the enforcement of
this chapter and for punishment of violations thereof.

(3) Whenever, after any investigation or hearing under this chapter, the department
is of the opinion that any act has been done which may constitute an offense under section
189.19, the department shall certify the record to the distriet attorney of the county in
which such act was committed. The distriet attorney of such eounty shall, within 90 days
after receipt of such record, file a written statement with the department which shall set
forth the action taken upon such record, or, if no action has been taken thereon, a state-
ment of that fact and the reasons therefor. Upon request of such district attorney, the
department shall assist in the prosecution of any offense under section 189.19, and may
assign any member of its staff, including an assistant attorney-general appointed under
subsection (1), to render such assistance.

189.21 Orders; findings; form; evidence, (1) The department may exeecute any
order, finding, license, or evidence of registration issued by it in as many counterparts as
it deems necessary, and each shall be deemed to be an original. An original of every such
order, finding, license or evidence of registration shall be retained and preserved by it in
its office. Copies of all orders, findings, licenses and evidences of registration issued by the
department, and of all papers filed in its office, when certified by the director under its
official seal, shall be received in evidence in all cases in like manner and with the same
effect as the originals. :

(2) Every official report made by the department, and every report made to it by any
agent, assistant or employe of the department of any investigation made by him or under
his direction, and copies of such reports, certified by the director of the department, shall
be prima facie evidence of the facts therein stated for all purposes in any action or pro-
ceeding.

(3) The certificate of the director of the department to the effect that a specified per-
son is not or was not on a specified date licensed as a dealer, agent or investment adviser
or under s. 189.28, or to the effect that a specified security had not been registered, or
that registration of such security was not in effect on a date specified, or as to the issu-
ance or revocation of any such license or registration, or as to the existence or nonexist-
ence of the same, or as to the issnance and terms of any order of the department, or as to
the giving or submission or failure to give or submit to the department any notice or in-
formation, shall he prima facie evidence of the facts stated therein for all purposes in any
action or proceeding.

(4) In any prosecution or action or proceeding under this chapter, the fact that a
security or transaction is exempt from the provisions of this chapter or that the sale
of a security or other transaction is permitted by sections 189.06, 189.07, 189.08 or 189.09
shall be a matter of defense, and the burden of proof of any such exemption or permission
shall be upon the party claiming the benefit thereof; and in all actions or proceedings
under this chapter, the burden of proof shall be upon the party adverse to the department
or seeking to rescind, reverse, set aside or vacate any order, rule, regulation or finding
of the department to show, by clear and satisfactory evidence that such order, rule,
regulation or finding is unlawful or unreasonable.
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(5) In any prosecution for violation of s. 189.03 proof of the fact that a person acted
as a dealer, agent or investment adviser shall be prima facie proof that ecompensation
therefor was received or promised. v

(6) In any complaint, warrant, information or indictment in any eriminal proceeding
arising out of alleged violations of this chapter, alleged illegal sales to or transactions
with the complaining witness, and alleged illegal sales to and transactions with other
parties who have been similarly dealt with by the accused, may be joined in separate
counts; and if it appears that fraud has been ‘committed by the accused in connection
with such sales or fransactions, counts based on such fraud may be included.

(7) All findings and orders, rules or regulations of the department shall be of foree
and prima facie lawful and reasonable until finally found otherwise in an action brought
for that purpose pursuant to section 189.22.

History: 1951 c¢. 727; 1955 c. 551.

189,22 Hearings; rehearings; court actions; limitation, (1) Within 30 days after
any order has become effective without hearing, any intervested party may apply to the
department for a hearing in respect of any matters determined by such order, and
such hearing shall be held within 10 days after said application is filed with the depart-
ment,

(2) Within 20 days after any order has become effective after the hearing provided
for m subsection (1), or after any hearing otherwise held by the department, any inter-
ested party may apply to the department for a rehearing in respect of any matters de-
termined by sueh order. The department may grant and hold such rehearing on said
matters if in its judgment sufficient reasons therefor be made to appear. The applica-
tion for rehearing shall set forth specifically the ground or grounds on which the applicant
considers said order to be unlawful or unreasonable. In case a rehearing is granted, the
proceedings thereon shall conform as nearly as may be to the proceedings in an original
hearing except as the department may otherwise direet. If after such rehearing it shall
appear that the original order is in any respect unlawful or unreasonable, the department
may reverse, change, or modify the same accordingly, and any order, after such rehearing,
reversing, changing or modifying the original order, shall have the same force and
effect as an original order. TFailure to grant an application for rehearing within 20 days
from the date of the filing thereof shall constitute a denial thereof; and failure, within
15 days after the conclusion of a rehearing, to issue an order affirming, reversing or
modifying the original ovder of the department shall constitute an affirmation of the
original order.

(8) The legislative powers of the state, in so far as they are involved in the making
of orders by the department, shall not have been completely exercised until the depart-
ment has acted or failed to aet upon an application for rehearing as provided for in
this section.

(4) No proceeding for judicial review of any order of the department shall be hrought
in any court unless the plaintiff within the time limited herein shall have made appliea-
tion to the department for rehearing and the department shall have acted or failed to act
upon said application as provided for in this section.

(5) Orders of the department, except those made under section 189.11, shall be sub-
ject to review in the manner provided in chapter 227,

189.26 Injunction procedure. (1) No injunction shall issue in any proceeding
instituted pursuant to section 189.22 (b) suspending or staying any order of the depart-
ment, exeept upon application to the court or the presiding judge thereof, notice of which
shall be given to the department and any other party to the proceeding, and hearing; and
no injunection shall issue in any other proceeding or action, in any court, which shall have
the effect of delaying or preventing any order of the department from becoming effective,
unless the parties to the proceeding before the department in which such order was made,
ave also parties to such proceeding or action,

(2) No injunction shall issue in any proceeding instituted pursuant to section 189.22
(5) or in any other proceeding or action, in any court suspending or staying any order
of the department or having the effect of delaying or preventing any order of the depart-
ment from becoming effective, unless an undertaking shall be entered into on the part of
the petitioner or plaintiff, with such surety or sureties and in such sum as the court or the
presiding judge thereof shall direct or approve to the effect that the petitioner or plaintiff
will pay all damages which any party may sustain by the suspension or stay of the order
of the department or the delay or prevention of such order from hecoming effective, and
to such other effect as such court or judge may dirvect, and no order or judgment in any
such proceeding or action shall be stayed on appeal therefrom unless a like undertaking
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be entered into hy the petitioner or plaintiff in addition to the undertaking provided in
seetion 274.11 (3).

189.27 Service on nonresidents. In any action or proceeding in this state, arising
out of-or founded npon any misrepresentation or fraud or any violation of this chapter or
of any order, rule or regulation of the department in which any issuer, dealer or other
person, who shall have appointed the director its attorney, shall be a party, sexrvice of any
summons, eomplaint, pleading, process, order or notice may be made by service upon such
attorney or by filing a copy of same with the department. The department shall forthwith
forward by mail, postage prepaid, to the person designated in the appointment at the
address stated therein, or, if no such designation has been made, to the issuer, dealer ox
other person at his last known post-office address, a copy of such papers. Thereupon,
serviece of such papers upon such issuer, dealer or other person shall be deemed complete
personal service. The certification of the department under its official seal, of such service,
shall be sufficient proof thereof.

History: 1951 ¢, 727.

189.28 License for banks; agents, (1) Any state bank, mutual savings bank,
trust company bank or national bank, which is not a licensed dealer, may upon applying
for and obtaining a license under this section, exeeute orders for the purchase or sale
of securities as agent of the purchaser or seller, provided it has no direct interest in
the sale or distribution of the securities purchased or sold, receives no eommission, profit
or other compensation from any source other than the purchaser or seller, delivers to
the purchaser or seiler written confirmation of the order which clearly itemizes its com-
mission, profit or other compensation, and purchases from or sells such securities to a
licensed dealer.

(2) Said application shall be verified and filed with the department and shall be in
such form and set forth suech information as the department may require to determine
the nature and scope of the applicant’s securities business. The department shall issue a
license authorizing the applicant to engage in the transactions specified in subsection (1)
upon payment of the prescribed fee. The department may periodically examine the
records of any licensee hereunder but such examination shall be limited to the securities
transactions executed pursuant to such license. All licenses issmed pursnant to this see-
tion shall terminate on December 31 following the date thereof unless sooner suspended
or revoked as provided in subsections (5) and (6) hereof.

(3) No bank, mutual savings bank, trust company bank or national bank licensed
pursuant to this section, shall be required to report to the department the purchases and
sales of seeurities by it pursuant to the aunthority granted by such licenses, but it shall
keep a permanent record of all such purchases and sales available for examination hy
the department.

(4) No officer or employe of a state bank, mutual savings bank, trust company bank
or national bark licensed under this seetion shall be required to obtain an agent’s license
under this chapter in order to act for such state bank, mutual savings hank, trust company
bank or national bank in the execution of the transactions authorized by its license.

(5) The department may, after a hearing on not less than 5 days’ notice, revoke any
license granted under this seetion if it finds that such licensee:

(a) Has violated any of the provisions of this chapter or any order of the depart-
ment, or has engaged or is about to engage in any course of bhusiness in evasion or viola-
tion of this ehapter;

(b) TFails to maintain or have available at all reasonable times to the department
aceurate records of all transactions covered by this section including such records ag the
department may preseribe from time to time, or refuses to permit the examination of any
books, papers, records and memoranda relative to the business covered by this section; or

(¢) Has failed, in any transactions permitted by this section, to aceount to any person
entitled thereto for any money or property, or has failed to deliver any security to any
person entitled theveto when due to be delivered or within a veasonable time thereafter.

(6) Pending final determination as to whether any such license shall he revoked, the
department may, at the time of issuanece of the notice of hearing veferred to in subsec-
tion (5) of this section, or at any time thereafter, suspend such license if it shall have
reason to helieve that such suspension may he necessary or appropriate in the publie in-
terest or for the protection of investors.

a Thgglsection is applicable to sale of securities by national banks in Wisconsin. 39 Atty.
Ien, .

189.29 Fees and expenses, (1) The department shall colleet, as a filing fee, $25
for each application for a dealer’s license, $5 for each application for an agent’s license,
$25 for each applieation for an investment adviser’s license, and $10 for each application
for a license under s. 189.28,
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(2) The department shall collect, as a filing fee, for each application for registration
under s. 189.13, a fee of $25 plus 50 cents per thousand for each $1,000 par value of the
entire anthorized issue of securities for which rvegistration of all or part is sought, but in
1o case shall the filing fee be more than $160 for each such issue except that:

(a) If any such securities shall have no par value, or if the sale price of par value
stock shall be in excess of the par value thereof, the initial offering price at which it is
proposed to issue or sell the same shall be deemed the par value for the purpose of com-
puting the filing fee to be paid, except that if there is no fixed price at which it is pro-
posed to issue or sell such securities the market value at the date of application shall he
deemed the par value for the purpose of this section,

(b) If any such securities shall consist of purchase warrants or rights to subseribe for
securities, the number of sharves or wnits to be offered through warrants or vights to sub-
seribe for securities, multiplied by the price per share or unit of the shares or units issu-
able in fulfilment of such warrants or rights, shall be deemed the entive par value for the
purpose of computing the filing fee to he paid.

(3) The department shall collect, as a filing fee, for each notice under section 189.08,
a fee of $2.50 from each dealer giving such notice.

(4) The expense reasonably attributable to any investigation, including any examina-
tion, inspection, appraisal or audit, in comnection with any application for a dealer’s,
agent’s or investment adviser’s license, any application for registration under s. 189.13,
any notice under s. 189.08, or any other matter under this chapter which may require
investigation; shall be borne by the applicant or, in the case of notice under s. 189.08,
proportionately by the dealer giving the first nofice and all dealers giving notices in
respect of the same seeurity within 30 days thereafter, nnless the department shall other-
wise direct. A sum deemed sufficient to cover such expense, in an amount from time to
time prescribed by the department, shall be deposited with the department prior to the
commencement of any such investigation, unless the department shall otherwise direct.
If the department shall find during its investigation that the expense of same will exceed
the amount deposited, it shall advise the applicant or dealer giving notice under s. 189.08
of the estimated additional amount, who shall thereupon deposit such amount with the
department. Upon the completion of any such investigation, the department shall ascer-
tain the expense reasonably attributable thereto and render a bill therefor hy registered
mail to the applicant or dealer giving notice under s. 189.08, and complete payment shall
thereupon be made. If the amount of deposits exceeds the expense reasonably attvibutahle
to such investigation, the department shall refund the difference. No seeurity shall he reg-
istered and no license concerning which any investigation is made shall be issued until the
entive expense reasonably attributable thereto shall have been paid to the department.
If complete payment is not made within 30 days after the submission of the final hill, the
application for a license or for registration may be denied and sales pursuant to a notice
filed under s. 189.08 may be prohihited.

(5) No application for registration or for a license shall be deemed to he filed with
the department and no notice under section 189.08 shall be deemed to be given to the
department until the requisite fee, provided in this section, has heen paid to the depart-
ment.

(6) The department shall pay all fees and expenses collected under this section into
the state treasury. . .

(7) The department may order the return of the filing fee paid, when the applieation
for registration of a secwrity is permitted by it to be }\*1fhdraxvn, but may charge the
expense reasonably attributable to its preliminary examination against the cost deposit
provided by subs. (4) hereof. If the expense of its examination shall exceed the cost
deposit, such defieit may be charged against the filing fee hefore a refund is made.

History: 1955 ¢, 339, 503, 551,

189.30 Inferstate commerce. This chapter shall apply to or be construed as a
regulation of ecommerce with foreign nations or among the several states only so far as
the same may be permitted under the provisions of the constitution and the acts of the
congress of the United States.





