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directly or indirectly for ' soliciting or selling to
any person in this state ; or

(c) Effecting other transactions if no commis-
sion or other remuneration is paid or given
directly or indirectly for soliciting any person in
this state,

(3) "Broker-dealer" means anyy person : en-
gaged in thebusiness of effecting transactions in
securities for the account of others or for the
person's: own ' account. "Broker-dealer" does
not include : .

(a) An agent;
(b) An issuer;
(c) A bank , savings institution .or trust com-

pany, when effecting transactions for its own
account or as agent under s . . 551 : 31 (5);

(d) An executor, administrator, guardian,
conservator or pledgee ;_

(e) A person whose dealings in securities are
limited to transactions exempt by s .; 551 : 23 (5);

(f) A person licensed as a real estate broker
under ch . 452 and whose transactions in securi-
ties are isolated transactions incidental to that
business ; or'

(g) The investment board ; or
(h) Other persons not within the intent of this

subsection whom the commissioner by rule or
order designates.

(4) "Commissioner" means the commis-
sioner of securities .

(5) "Fraud", "deceit" and "defraud" are not
limited to common law deceit ,

SUBCHAPTERI

TITLE AND DEFINITIONS

551 .01 Short title. This chapter shall be
known and mayy be cited as the "Wisconsin
Uniform Securities Law", .

551 .02 Definitions . I n this chapter, unless the
context otherwise requires :

(1 ) "Advertising" means any circular, pro-
spectus, advertisement or other material or any
communication by radio, television, pictures or
similar means used in connectionn with a sale or
purchase or an offer to sell or purchase any
security

(2) ".`agent" means any individual other than
a broker-dealer, who represents a broker-dealer
or issuer in effecting or attempting to effect
transactions in securities', A partner, officer or
director, of abroker-dealer or issuer, of a person
occupying a similar status or performing similar
functions, is an agent if he or shee is within this
definition, "Agent" does not include an indi-
vidual who represents an issuer in:

(a) Effecting transactions in a security ex-
empted by s 55122 ;

(b) Effecting transactions exempted by s .
55123, bthec than transactions exempted under
s : 551 23(10) or (19) in which the individual
receives a commission or other remuneration
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sale of, or contract to sell , a security or' interest
in a security for value..

(b) "Offer" or `offer to sell" includes every
attempt or offer to sell or dispose of, or solicita-
tion of an offer to purchase, a security or
interest, in.'a security for value , but does not
include solicitation by a licensed broker-dealer
of tentative reservations of securities which
shall not be binding upon the purchaser until
ratified by the purchaser after the securities may
legally be sold .

(c) Any security given or delivered with , or as
a bonus on account of, any purchase of securi-
ties or any other thing is considered to consti-
tute part of the subject of the purchase and to
have been offered and sold for value.

(d) Every sale or of 'f'er of a warrant or right to
purchase or subscribe to another security of' the
same or another issuer ; as well as every sale or
offer of , a security which gives the holder a
present or future right or privilege to convert
into -. another security of the same or another
issuer, is considered to include an offer of the
other security

(e) Thee terms defined in this subsection do
not include any bona fide pledge or loan of a
security ;

(f) A securities broker-dealer or agent who
effects a brokered securities transaction is con-
sidered to have effected a sale or purchase of a
security.'.

(12) "Securities act of 1933", "securities ex-
change act of ` 1934", "investment company act
of 1940" , "investment advisers act of 1940" and
"internal revenue code" mean the federal stat-
utes of ' those names as amended on January 1,
1970, including such later , amendments as the
commissioner detexrnines are not inconsistent
with the purpose of this chapter ..

(13) (a) "Security" means any stock; treasury
stock; note; bond; debenture ; evidence of in-
debtedness ; share of beneficial interest in ` a
business trust; 'certificate of 'interest of partici-
pation in any profit sharing agreement ; collat-
eral trust certificate; preorganization subscrip-
tion ; transferable share ;" investment contract;
commodity futures contract ; voting trust certif-
icate ; certificate of deposit for a security ; limited
partnership interest; certificate of interest or
participation in an oil, gas or, mining title or
lease or 'in payments out of production under
such a title or' lease ; or, in general, any interest
or ' instrument commonly known as ox' having
the incidents of a ' security oY of'f'ered in the
manner in which securities are offered ; or any
certificate of interest or participation in, tempo-
rary or :interim certificate for, receipt for, guar-
antee of or- option, warrant or right: to subscribe
to or purchase or sell, any of the foregoing ..

(6) "Guaranteed" means guaranteed as to
payment of principal, interest or dividends . .

(7) "Investment adviser" means any person
who, for compensation, engages in the business
of advising others, either directly or through
publications ; writings or electronic means, as to
the value of securities of as to the advisability of
investing in, purchasing, or selling securities, or
who, for compensation and as a part of a
regular business, issues or- promulgates analyses
or reports concerning . securities . "Investment
adviser" does not include :

(a) A bank, savings institution or, trust
company ;

(b) A lawyer, accountant, engineer or teacher
whose performance of' these services is solely
incidental to the practice of his or' her
profession ;

(c) A broker-dealer whose performance of
these services is solely incidental to the conduct
of his ox her business as abroker-dealer and
who receives no special compensation for- them ;

(d) A publisher of any bona fide newspaper,
news magazinee or business or financial publica-
tion with a regular and paid circulation or a
publisher of any securities advisory newsletter
with a regular and paid circulation which does
not, provide advice to subscribers on their spe-
cific investment situation;

(e) The investment board ; or
(f) Other persons not within the intent of this

subsection whom the commissioner by rule or
order: designates,

(8)"Issuer"- means any person who issues or
proposes to issue any security and any pro-
moter. who acts: for an issuer to be formed,
except :

(a) With respect to certificates of deposit or
trust certificates, "issuer" means the person
performing the acts and assuming the duties of
depositor,, manager or trustee pursuant to the
provisions of the trust of other instrument
under which the security is issued ; and

(b) .With respect to certificates of interest or
participation in oil, gass or: mining titles or
leases, "issuer" means the owner of any such
title or-lease who creates fractional interests
therein for purposes, of sale. .

(9) "Nonissuet"- means not directly or ;indi-
rectly for the benefit of the issuer :

(10) "Person" means an individual; a corpo-
ration, apartnership, an association, a joint
stock company, a trust where the interests of the
beneficiaries are evidenced by a security ; an
unincorporated organization, a government, a
political subdivision of a government or any
other entity .

(11) (a) "Sale" 'or "sell" includes every sale,
disposition or exchange, and every contract of
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States; any state , any political subdivision of a
state or any agency or corporate or other instru-
mentality of one or more of the foregoing ; or
any certificate of' deposit for any of the forego-
ing; but any revenue obligation payable from
payments to be made in respect of property or
money used under a lease, sale or loan arrange-
ment by or for a nongovernmental industrial or
commercial enterprise is exempted only as pro-
vided under par . (b) A security, other than a
revenue obligation or security issued or guaran-
teed by the United States or an agency or
corporate instrumentality of the United States,
is exempt under this subsection only if the
issuer's financial statements are prepared ac-
cording to generally accepted accounting prin-
ciples or guidelines which the commissioner
designates by rule .

(b) Unless subject to a letter of credit of a
bank or a savings and loan association as pro-
vided in this paragraph , a revenue obligation of
an issuer specified under .par . (a) that is payable
from payments to be made in respect of prop-
erty or money used under a lease, sale or loan
arrangement by or for a nongovernmental in-
dustrial or commercial enterprise is exempted
subject to rules adopted by the commissioner . .
A revenue obligation is exempt from any filing
under the rules of the commissioner if it is the
subject of ' an irrevocable letter of credit from a
bank or a savings and loan association in favor
of' holdecs of' the revenue obligations providing
for payment of all principal and interest on the
revenue obligations , and the letter of credit is
accompanied by an opinion of counsel stating :

1 . a . That payment of debt service will not
constitutee a preference under federal bank-
ruptcy law if' a petition in bankruptcy with
respect to the enterprise is filed ; or

b . That the letterr of credit will provide for
reimbursement to holders of ' the revenue obliga-
tions if they are required .-by order of a federal
bankruptcy court to disgorge as a preference
any payment of 'a debt service; and

2 . That thee enforceability of the letter of
credit wouldnot be, materially affected by the
filing of a petition under federal bankruptcy law
with respect to the enterprise or any person
obligated to reimburse , the bank or a savings
and loan association for payments made under
the letter of credit ..

(2) Any security , excluding a revenue obliga-
tion, issued or guaranteed by Canada, any
Canadian province, any political subdivision of
any such province, any agency or corporate or
other instrumentality of one or more of the
foregoing , or any other foreign government
with which the . United States currently main-
tains diplomatic : relations, if the security is

REGISTRATION OF SECURITIES

551 .21 Registration requirement . (1) It is un-
lawful for- any person to offer or sell any secur-
ity in this state unless it is registered under this
chapter or the security or transaction is ex-
empted under s 551,22 or 551 ..23 ..

(2 ) It is unlawful for any issuer or registrant
of any securities registered under this chapter,
or any . person in control of or controlled by or
under common control with the issuer or regis-
trant, to offer or sell any of the registered
securities in this state ifthe issuer or registrant is
in violation of this chapter ;: or any rule under
this chapter, or any order under this chapter of
which he or she has notice ; or-if"the registration
statement relating to the securities, as of the
date of such offer or sale, is incomplete in any
material respect or contains anyy statement
which is false or misleading with respect to any
material fact
History: 1971 c. 84; 1981 c. 53 s 43 .
See note to 551 02, citing Hardtke v Love Tree Cor'p .386

F Supp.1085
Registration and reporting requirements for exempt

transactions discussed : Feitler v . Midas Associates, 418 F
Supp 735

The financing of corporate expansion through industrial
revenue bonds, Mulcahy, Guszkowski, 57 ML R 201 .

551 .22 Exemptt securities. The followings se-
curities are : exempt from registration under s .
;551 21 (1) :

(1) (a) Any security, including a revenue
obligation, issued or guaranteed by the United

4439

(b) "Security" does not include any fixed or
variable insurance or endowment policy or an-
nuity contract under which an insurer promises
to pay money either in a l ump sum or periodi-
cally fox life or some other specified period; any
beneficial interest in any voluntary inter vivos
trust not created for the pu r pose of car r ying on
any business or solely for the purpose of'voting ;
or any beneficial interest in any testamentary
trust, .

(14) "State" means any state, territory or
possession of the United States, the District of
Columbia and Puerto Rico .

History : . 1971 c 8 4; 1977 c 1 44; 1979 c . 1 02 s . 2 36 (3 ) ;
198 1 c 53 ss 1 t o 4, 43 ; 1983 a 8 7, 216 .
Where certifica te of stock was mailed to plaintiff in Wi s-

cons in , and ex t en si ve solici ta tion was conducted by defend-
ants in Wiscon sin, it qualified as an "offer " within (11) ( b ) .
Since securit ies were neither regis ter ed in Wi scon si n nor ex-
empt from registration , plai nti ff wa s entitled t o re scind tran s-
action and recover purchase price of securities plu s cos ts
Hardtke v, Love Tt ee'Co rp. 3 86 F Supp. 10 85

" Offe r' to se l l" under. ( 11) (b) occurred when defenda nt
gave unexecuted partnership agreement to pla i ntiff, thus im-
plicitly inviting plaintiff to return it completed a s to fo rm and
amount Feitler v Midas Associates , 41 8 F Supp 7 .35

State and federal re gulation of cond ominium s .. Mina ha n,
58 MLR 55 .

SUBCHAPTER II

SECURITIES LAW 551 .22
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recognized as a valid obligation by the issuer or
guarantor .

(3) Any security issued by and representing
an interest in or a debt of, or guaranteed by, any
bank organized under the laws of the United
States, or any bank, savings institution or trust
company organized under the laws of any state
and subject to regulation in respect of the
issuance or guarantee of itss securities by a
governmental authority of that state . .

(4) Any security issued by and representing
an interest in or a debt of, or guaranteed by, any
federal savings and loan association, or any
savings and loan or similar association orga-
nized under the laws of any state and licensed to
do business in this state, but not including the
capital stock of a state-chartered capital stock
savings and loan association,

(5) Any security issued or guaranteed by any
federal credit union, or anyy credit union or
similar, association organized and supervised
under the laws of this state

(6) Any security issued or guaranteed by any
railroad, other common carrier, public service
corporation, public utility or public utility hold-
ing company, which is subject to regulation in
respect of the issuance or guarantee of the
security` by a governmental authority of the
United States; any state, Canada or any Cana-
dian province .

(7) Any security listed, or approved for listing
upon notice of'issuance, on the New York stock
exchange;' the American stock exchange, or a
national securities exchange registered under
the securities exchange act of 1934 and desig-
nated by rule of the commissioner ; any security
called for by subscription rights or warrants so
listed or approved; or any warrant or right to
purchase or subscribe to any of the foregoing

(8) Any security issued to its members by a
domestic corporation organized and operated
not for private profit but exclusively for reli-
gious, educational, benevolent, charitable, fra-
ternal, social, athletic or reformatory purposes ;
and any evidences of debt issued' by any such
corporation to nonmembers in compliance with
rules adopted by the commissioner .

(9) Any commercial paper meeting the re-
quirements established by rule of'the commis-
sioner and which arises out of a current transac-
tion or the proceeds of which have been or are
to be used for currant transactions, and which
evidences an obligation . to :pay cash within 9
months of'the date of"issuance ; exclusive of days
of grace, or any renewal of such paper which is
likewise limited, or any guarantee of such paper
or of any suchh renewal,

(10) Any investment contract or other secur-
ity issued in connection with an employe's stock

purchase , savings, pension , profit sharing or
similar benefit plan if, in the case of plans which
are not qualified under section 401 of the inter-
iial revenue code and which provide for contri-
bution by employes, th ere i s f il ed with the
commissioner prior to any offer or sale a notice
specifying the terms of the plan and the com-
missioner: does not by order disallow the exemp-
tiorrwithin 10 days .

(11) Any shares of ' common stock issued by a
service corporation organized under s 180 99 .

(12) Any securities of a cooperative corpora-
tion organized under ch . 185 ..

(13) Any option to put or call any outstand-
ing security transactions in which are exempted
under s . 551,23 (3) . .

(14) Any security issued by a licensed broker-
dealer to its officers, partners or employes,
subject to rules adopted by the commissioner .

(15) Any contract for the sale or purchase of
a commodity for future delivery, if it is traded
or executed on a contract market designated
under 7 USC 7.

(16) Contribution notes issued under s,
611 .33 (2 ) ( b), 6 13 ,33 (2) o r 614.33, a nd any debt
securities approved by the commissioner of
insurance and issued under s 611 .75 (2) in
connection with the conversion of a stock insur-
ance corporation to a mutual, or under s . 61 . 3 . . 75
or 614 . 76 in connection with the conversion of a
set vice in surance corporation o r fraternal to a
mutual :

(17) Any security as to which the commis-
sioner by rule or order finds that registration is
not necessary or approp r iate for the protection
of investors

Hisfoiy: 1971 c : 84, 260; 1973 c:, 265 ; 1975 c . 359; 1977 c .
144; 1979 c . 102; 1981 c . . 53 ; 1983 a 216 ..

551.23 Exempt transactions . . The following
transactions are exempt from registration under
s . 551 : 21 (1) : :

(1) Any iso lat ed nonissuer transaction,
whether effected , through abroker-dealer or
not

(2) Any nonissuer transaction effected by or
through a licensed broker-dealer pursuant to an
unsolicited order or offer to purchase ; but the
commissioner may by rule require that the

`records of the broke r -dealer confirm that the
order or offer to purchase was unsolicited

(3) 'Anysale of' any outstanding security by or
on behalf of a person not the issuer and not in
control of the issuer or controlled by the issuer
or under common control with the issuer at a
price reasonably related to the current market
price if :

(a) The issuer has any securities registered
under s . 12 of the securities exchange act of 1934
or exempted from registration by s . 12 (g) (2)
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neration is paid or given directly or ' indirectly
for soliciting any subscriber in this state and no
advertising is published or circulated unless it
has been permitted by the commissioner, and if'
the subscription is not binding and no payment
is made by anyy subscriber until the securities
subscribed for may legally be sold ..

(10) Any offer or sale of its securities by an
issuer having: its princi pal office in this state, if
the aggregate number of persons holding di-
rectly or indirectly all of the issuer's securities ,
after the securities to be issued are sold, does
not exceed i5, exclusive of persons under sub . .
(8), if no commission or other remuneration is
paid or given directly or indirectly for soliciting
any pet-sop in this state, except to broker-
dealers and agents licensed in this state , and if
no advertising is published unless it has been
permitted by the commissioner .

(11) (a) Any transaction pursuant to an offer
directed by the offeror to not more than 10
persons in this state, excluding persons exempt
under sub . (8) butt including persons exempt
under sub (10), during any period of 12 consec-
utive month s, whether or not the o fferor or any
of' the offez ees is then p r esent in thi s s tate, if the
offecor reasonably believes that all the persons
in this state are purchasing . for investment, and
no commission or other remuneration is paid or
given directly or indirectly for soliciting any
person in this state , other than those exempt by
sub . . ( 8).

(b) The commissioner- may by rule or order,
as to any security or transaction ox any type of
security or, transaction , withdraw or further
condition this .s exemption; or increasee or de-
crease the number of offerees permitted , or
waive the conditions in par. (a), and may re-
quite reports of sales under this exemption ..

(12) Any transaction pursuant to an offer to
existing security holders of the is s uer , other
than an entity designated ins . 551 .52 (1) (b), ox
of a corporation which, prior to the offer ,
owned substantially all of the voting stock of
the issuer or whose controlling persons orga-
nized the issuer for' the purpose of the offer, if '
no commission or other remuneration other
than a standb y commission is paid or given
directly or' indirectly for soliciting any security
holder in this state, and if ; prior to any offer or
sale , the issuer' files a notice specifying the terms
of the offer and all othevinfbimation which the
commissioner by rule requires and the commis-
sioner does not by order disallow the exemption
within 10 days.. "Security holders" include
persons who at the time of ' the transaction are
holders of convertible securities, nontransfer-
able warrants or transferable warrants exercis-

(G) of that act, or is an investment company
registered under the investment company act : of
1940 ; or

(b) Securities of the same class have been
registered' under this chapter under a registra-
tion statement becoming effective within 2 years
preceding the sale and the registration has not
been revoked or suspended ; or

(c) Securities of the same 'class have been
registe red under ' the securities act of 1933 and
there is filed with the commissioner prior to any
offer or sale a . notice of the proposed sale and
other information as the commissioner by rule
requires and the commissioner does not by
order disallow the exemption within 10 days; or

(d) The issuer or applicant files with the
commissioner such information, and an under-
taking to file such reports, as thee commissioner
by rule requires and the commissioner does not
by order disalloww the exemption within 10 days . .

(4) Any transaction between the issuer or
other person on whose behalf the offering is
made and an underwriter or among
underwriters .

(5) Any transaction in a bond or other evi-
dence of indebtedness - secured by a real or
chattel mortgage or deed of trust, or by an
agreement for' the sale of ' real estate or chattels,
if the entire mortgage, deed of trust or agree-
ment, together with all the bonds or other
evidences of indebtedness secured thereby, is

.' off'ered and sold as a unit ..
(6) Any judicial sale or any transaction by an

executor, administrator, sheriff ', marshal, re-
ceiver, - trustee in bankruptcy, guardian, or
conservator

(7) Any transaction executed by a bona fide
pledgee without any purpose of evading this
chapter .

(8) Any, offer or sale of ' a security to any of the
following :

(a) The issuer: of the security ,
(b) A bank, savings institution, credit union,

trust company, insurer, broker-dealer. , invest-
ment adviser or savings andloan association, if '
the purchaser- :or.:prospectivepurchaser is acting
for itself or as trustee with investment control .

(c) An investmentt company as defined under '
15 , USC 80a-3 of a pension or profit-sharing
trust,

(d) This state or- any of its agencies or politi-
cal subdivisions . . :

(e) ; The federal government or, any of' its
agencies or instrumentalities ,

(f) Any financial institution or institutional
investor designated by rule or order . of the
commissioner ,

(9) Any offer or sale of a preorganization
subscription, if' no commission or other remu-
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(b) The issuer or its predecessors have had an
excess of revenues over expenses , excluding
interest expense, provision for depreciation and
extraordinary items, for each of the 2 fiscal
yea rs next preceding such offer or sa le, o r
average net revenues for the last 3 fiscal years
next . preceding such offer or sale , of not less
than 1 1 /2 times the aggregate annual interest
requirements on the issue of securities to be sold
under this subsection and all securities of equal
or: prior rank to be outstanding immediately
afterr such sale .

(16) Any offer, but not a sale, of a security for
which registration statements have been filed
under bothh this chapter and the securities act of
1933 if no stop order or denial order is in e f fect
and no proceeding is pending under either law ..

(17) Any offer or sale of warrants for or
rights to subscribe to any security, provided the
sale of the security deliverable on exercise of the
warrant or right is in compliance with this
chapt e r .

(18) Any other transaction as to which the
commissioner by rule or order finds that regis-
tration is not necessary or appropriate for the
protection of investors .

(19) (a) Any offer or' sale of securities made in
r eliance on the exemptions p rovided by Rule
505 or 506 of Regula tion D under th e securities
act of 1933 and the conditions and definitions
provided by Rules 501 to 503 thereunder , if' the
offer or sale also satisfies the additional condi-
tions and limitations in gars : (b) to (f)

(b) No commission or other remuner ation
may be paid or given, directly or indirectly, to
any person for soliciting or selling to any person
in this state in reliance on the exemption under
par . (a) , except to broker-dealers and agents
licensed in this state .

(c) 1 . Unless the c ause fo r di squa lifi cati on is
waived under subd . 2 , no exemption under par .
(a) is available for the securities of an issuer
unless the issuer did not know and in the
exercise of reasonable care could not have
known thatany of the following apply to any of
the persons described in Rule 252 (c) to (f) of
Regulation A under, the securities act of 1933 :

a' The person has filed a registration state-
ment which is the subject of an effectiv e o rder
entered against the issuer, its officers, directors,
general partners, controlling persons or affili-
ates thereof', pursuant to any state's law within 5
years before the filing of a notice required under
par.. (d) denying effectiveness to, or suspending
or revoking the effectiveness of, the registration
statement

b. The person has been convicted of any
felony or misdemeanor in connection with the
offer, sale or purchase of any security or

able within nott more than 90 days of their
issuance..

(13) Any transaction incident to a class vote
by stockholders, pursuant to the articles of
incorporation or the applicable corporation
statute, on a merger , consolidation, recl assi fica-
tion of' securities, or sale of corporate assets in
consideration of the issuance of securities of
another corporation ; or, any transaction inci-
dent to a judicially approved reorganization in
which a security is issued in exchange for one or
more outstanding securities , claims or property
interests, or partly in such exchange and partly
for ca sh .

(14) Any stock split and any stock dividend,
whether the corporation distributing the divi-
dend is the issuer of the stock or not, if nothing
of value is given by stockholders for the divi-
dend other than the surrender of a right to a
cash or property dividend when. each stock-
holder may elect to take the dividend in cash or
property or in stock:.

(15) Any offer or sale o f an' ev id ence o f debt
issued by a corporation organized and operated
nott for private profit but exclusively for reli-
gious, educational, benevolent or charitable
purposes if' the security qualifies under this
exemption, and if there has been filed with the
commissioner prior to any o ff e r or sale a notice
identifying the security and the basis of its
qualification under this exemption together
with any further information as the commis-
sioner by rule or order requires, and if' the
commissioner does not by order disallow the
exemption within 10 days or such shorter pe-
riod as the commissioner permits . The security
qualifies under this exemption if the issuer and
any predecessor have not defaulted within the
current fiscal year or the 3 preceding fiscal years
in any fixed interest or principal obligation ; and
the issuerr complies with rules of the commis-
sioner with respect to trust indentures and the
use off a prospectus ; and the security qualifies
under either of the following:

(a) Thee issuer and its predecessors have - not
been in existence for 3 years, ' and the securities
p roposed to - be sold are secured by a mortgage
or deed of' trust upon land and buildings which
is or will become a first lien at or prior to the
i ss uance of such evidence s of debt or provision
satisfactory to the commissioner is made for
impounding the proceeds from their sale until
such first lien is established, and the tota l
amount of such securities does not exceed 50%
of the then fair market ' value of the land and
buildings included in such mortgage or deed of'
trust , less the amount of any unpaid special
assessment taxes; or
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availability of the exemption under par . . (a) as to
other purchasers

( f) The commissioner may, by order , increase
the number of purchasers or waive any other
conditions of the exemption under par . (a) for a
particular offering , The commissioner shall not
require the filing of advertising used in connec-
tion with offers or sales in r eli ance on the
exemption . . The exemption maybe revoked by
order of the commissioner, but only if the
offe ring con stitutes or would cons ti tute a viol a-
tion of s . 551,31 and notice ther'eof ' has been
received by the issuer, or constitutes or would
constitute a violation of s . 551 . 41 ..

History: 1971 c. 84; 1977 c. 144 ; 1979 c. 102 s 236 (3) ;
.1981 c 53 ss. 6, 7, 43 ; 1981 c . 314 ; 1983 a . 27, 87, 216

See note to 551 02, citing Hardtke v . Love Tree Corp 386
F Supp. 1085 .

Registration and reporting requirements for exempt
transactions discussed. . Feitler v Midas Associates, 418 F
Supp 735 .

Has securities law regulation in the private capital mar-
kets become a deterrent to capital growth : a critical review .
Coles, 58 MLR .395 .

551.24 . Exemption proceedings . (1) The com-
missioner may by order deny or revoke any
exemption under s 551 .22 or 55123 with re-
spect to a specified security or transaction .

(2) If the public interest and th e p rot e ction o f
investorss so require, the commissioner may by
order summa rily deny or revoke any exemption
under s . 551 . 22 or 551 . 23 with respect to a
specified security or transaction . . Upon entry of
the order, the commissioner shall serve upon all
named parties a copy of the order and notify th e
parties of their right to request a hearing . .

(3) No order under thiss sectionn may operate
retroactively .

(4) A person who offers or sells a security
pursuant to an exemption under s . 55122 or
55123after the exemption is denied or revoked
by an order of the commissioner does not
violate s. 55 . 1 , . 21 (1) if':

(a) The person was not given notice of the
order; and

(b) The person sustains the burden of proof'
to establish that he or she was not given notice
and did not know and, in the exercise of reason-
able care, could not have known of the order .

(5) In any proceeding under this chapter, the
burden of ` pxoving an exemption or an excep-
tion f r om a definition is upon the person claim-
ing it

History : 1971 c. 84 1975 c . 57, 199; 1981 c. 53 .

551.25 Registration by coordination . (1) Reg-
istration .by coordination may be used for any
security for which a registration statementt has
been filed under the securities act of 1933 in
connection with the same offering and has not
become effective ::

franchise, or any felony involving fraud or
deceit, including but not limited to forgery,
embezzlement, obtaining money under false
pretenses, larceny or conspiracy to defraudd
c . The person is subject to an effective admin-

istrative order or judgment entered by a state
securities administrator within 5 years : before
the filing -of 'a notice required under par . (d) ,
which prohibits, denies or revokes the usee of
any exemption from securities registration ,
which prohibits the transaction of business by
the person as a broker-dealer or agent , or which
is based on fraud, deceit, an untrue statement of
a materi al fact or an omis sion to sta t e a materi al
fact ,

d . The person is subject to any order, judg-
ment o f decree of any court entered within 5
years before the filing of' a notice required under
par . (d) , temporarily, preliminarily or perma-
nently restraining or enjoining the person from
engaging in or continuing any conduct or prac-
tice in connection with the offer , sale or
purchase of any security , or the making of any
false filing with any state .

2 , a . Any disqualification under this para -
graph involving a broker-dealer or, agent is
waived i f the broker-dealer or agentt is or con-
tinues to be licensed in this state as a broke r -
dealer or agent after notifying the commissioner
of the act or , event causing disqualification .

b The commissioner may waive any disqual-
ification under this paragraph upon a showing
of good cause that it is not necessary under the
circumstancess that use of the exemption be
denied

(d) Not later than the earlier of the date on
which the first use of an offering document or
the first sale is made in this state in reliance on
the exemption under par . (a), there is filed with
the commissioner a notice comprised of offer-
ing material in compl iance with the require-
ments`of Rule 502 of Regulation D under the
securities act of 1933, a completed Form D as
prescribed by Rule 503 of Regulation D under
the securities act of 1933, and a fee of $200 ..
Material amendments to the offering document
shall be filed with the commissioner ' not later
than the date of their first use in this state.

(e) 1 . As to all sales in this state, the issuer
shall reasonably believe immediately before
making any sale that :

a . The investment is suitable for the put-
chaser ; and

` b The purchaser, either alone or with the
purchaser 's r epre sentati ve, has such knowledge
and experience in financial and business matters
as to be capable of evaluating the merits and
risks of the prospective investment .

2, The failure to satisfy the conditions of
subd .' I as to a purchaser shall not affect the
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(2) A registration statementt under this sec-
tion shall contain the following information
and .d be accompanied by the following docu-
ments in addition to the information specified
in s 551 . 27 (2) and the consent to service of
process required by s 551 .: 65 (1)

(a) Three copies of the latest form of' pcospec-
tus filed under the securities act of 1933 ;

(b) If thee commissioner . by rule or otherwi se
requires, a copy of the articles of incorporation
and bylaws or their substantial equivalents cur-
rently in effect, a copy of any agreements with
or among underwr ' iter 's,a copy of any indenture
or other instrument governing the issuance of
the security to be registered, and a specimen or
copy of the security ;

(c) If the commissioner requires, any other
information , or copies of any documents, filed
under the securities act of 1933 ; and

(d) An undertaking to forward all future
amendments to the federal prospectus , other
than an amendment which merely delays the
effective date of the registration statement, not
later than the first business day after they are
forwardedd to or filed with the securities and
exchange commission , or such longer- period as
the commissioner permits .

(3) (a) Unless waived in writing by the appli-
cant before federal effectiveness ; a registration
statement under this section automatically be-
comes effective at the moment the federal regis-
tration statement becomes effective if all of ` the
following conditions are met :

1 No stop order is in effect and no proceed-
ing is pending under s 551 . 28 .

2. The registration statement has been on filee
with the commissioner for at least 10 days ..

3 .. A statement of the maximum and mini-
mum proposedd offering prices and the maxi-
mum underwriting discounts and commissions
has been on file for 2 full business days or such
shorter period as the commissioner permits,
and the offering is made within these
limitations,

(b) The registrant shall promptly notify the
commissioner by telephone or telegram of the
date and time when the federal registration
statement became effective and the content of
the price amendment, if any, and shall promptly
file a post-effective amendment containing the
information and documents in the price amend-
ment . "Price amendment" means the final
federall amendment whichh includes a statement
of' the offering price , underwriting and selling
discounts or , commissions; amount of proceeds,
conversion rates, call prices and other matter's
dependent upon the offering price. Upon . fail-
uxe to receive the required notification and
post-effe ctive amendment with respectt to the
price amendment, the commissioner may enter

551 . 26 Registration by qualification . (1) Any
security may be registered by qualification ..

(2) A registration statement under this sec-
tion shall contain the information specified in s .
551,27 (2), shall be accompanied by the consent
to service of process required by s 55165 (1),
and shall contain such further information and
be accompanied by such further documents as
the commissionerr by rule or otherwise requires
For this purpose the commissioner may classify
issuers and types of securities .

(3) Registration under this section becomes
effective when the commissioner so orders . If a
registration statement has been on file for at
least 30 days and all information required by
the commissioner has been furnished, the per-
son filingg the.e statement may at any time file a
written request that the commissioner take ac-
tion within 10 days following the filing of such
request: If `a request is filed, and the commis-
sioner takes no action within the period, the
registration becomes effective at the end of the
1-0-day period .

(4) The commissioner may by rule or order
require as a condition of registration under this
section that a prospectus containing any desig-
nated: part of the information contained in the
registration statement or filed with it be sent or
given to each person to whom an offer is made
before or concurrently with the first written
offer made to the person, otherwise than by

551 .25 SECURIT IES LAW 4444

a stop order , without notice or hearing, retroac-
tively denying effectiveness to the registration
statement or suspending its effectiveness until
compliance with this subsection is effected, if '
the commissioner promptly notifies the regis-
trant by telephone or telegram ofthe issuance of
the order If the registrant proves compliance
with the requirements of this subsection as to
notice and post-effective amendment, the stop
order, shall be vacated . . The commissioner may
by rule or otherwise waive any of the conditions
specified in par (a) . If ' the federal registration
statement becomes effective before all the con-
diti ons in this subsection are satisfied and they
are not waived , the registration statement auto-
matically becomes effective as soon as all the
conditions are satisfied .. If the registrant advises
the commissioner of the date when the federal
registration statement is expected to become
effective, the, commissioner shalll promptly ad-
vise the registrantt by telephone or telegram , at
the registrant's expense , whether all the condi-
tions are satisfied and whether the commis-
sioner then contemplates the institution of a
proceeding under s 551 : 28 ; but this advice by
the commissioner does not preclude the institu-
tion of such a proceeding at any time .

History: 1981 c. 53 s . 43 ; 1983 a 216 ..
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means of a public advertisement, by or for the
account of the issuer or any other person on
whose behalf" the offering is made, or by any
underwriter or broker-dealer who is offering
part of an unsold allotment or subscription
taken by him or her as a participant in the
distribution ; or the confirmation of" any sale
made by or for the account of any person; or the
payment pursuant to any sale ; or the delivery of
the security pursuant to any sale ; whichever
first occurs . .
History: , 1981: c 53.

551 . 27 General registration provisions . . (1)
A registration statement may be filed by the
issuer, any other person on whose behalf' the
offering is to be made or a licensed broker-
dealer, but the commissioner may in specific
cases require that it be executed by the issuer .

(2) Every registration statement shall specify :
(a) The amount of securities to be offered in

this state, if''the issuer is not subject to s . 551.52
(I) (b) ;

(b) The states in which a registration state-
ment or applicationn in connection with the
offering has been or is to be filed ; and

(c) Anyy adverse order, judgment or decree
entered in connection with the offering by the
regulatory authorities in any state or by any
court or the securities and exchange commis-
sion, or-any. withdrawal of 'a registration state-
ment or application relating to the offering .

(3) Any document filed under this chapter or
a predecessor law within 5 years preceding the
filing of a registration statement may be incor-
porated by reference in the registration state-
ment to the extent that the documentt is cuc-
rently accurate

(4) The commissioner may by rule or other-
wise permit the omission of any item of infor-
mation or document from any registration
statement .

(5) The commissioner may by rule or order
require as a condition of registration, and at the
expense of the applicant or registrant, that a
report by an accountant, engineer, appraiser or
other professional person be filed . The commis-
sionex may also designate one of the commis-
sioner's employes to make an examination of
the business and records'of'an issuer of'secuxi-
ties for which a registration statement has been
filed by qualification or coordination, at the
expense of'the applicant or registrant

(6) In the case of a nonissuer distribution,
information may not be required under s .
551 .26 (2) or 551 .27 (12) unless it is known to
the person filing the registration statement or, to
the persons on whose behalf the distribution is
to be made, or can be furnished by them with-
out unreasonable effort or expense .

(7) The commissioner may by rule or order
require as a condition of registration that any
security issued within the past 3 years or to be
issued to a promoter for a consideration sub-
stantially different from the public offering
price ; or to any person for a consideration other
than cash, be deposited in escrow; or that the
proceeds from the sale of'the registered security
in this state be impounded until the issuer
receives a specified amount from the sale of the
security either in this state or elsewhere ; or the
commissioner may impose both suchh require-
ments: The commissioner may by rule or order
determine the conditions of any escrow or im-
pounding required hereunder, but the commis-
sioner may not reject a depository solely be-
cause of location in another state .

(8) The commissioner may by rule require
that securities of designated classes shall be
issued under a trust indenture containing such
provisions as the commissioner determines

(9) The commissioner, may by rule or order
require as a condition of registration that any
security registered be sold only on a specified
form of'subscxiption or sale contract, and that a
signed or, conformed copy of each contract be
filed with the commissioner or preserved for
any period up to 3 years .

(10) The commissioner may by rule or order
impose other conditions under which a security
registered by qualification or coordination may
be sold, if these conditions are reasonable and in
the public interest . .

(11) A registration statement is effective for
one year from its effective date unless extended
by rule or order of the commissioner. All
outstanding securities of the same class as a
registered security are considered to be regis-
tered for the purpose of any transaction' by or
on behalf of a person not the issuer and not in
control of the issuer or controlled by the issuer
or under common control with the issuer, so
long as the registration statement is effective,
unless otherwise prescribed by order . A regis-
tration statement may not be withdrawn after
its effective date ifany of the securities regis-
tered have been sold in this state, unless permit-
ted by rule or order of the commissioner No
registration statement is effective during the
time a stop order is in effect under s . . 551 ..28 ..

(12) During the effective period of'a registra-
tion statement, the commissioner may by rule
or order, require the person who filed the regis-
tration statement to file reports, not more often
than quarterly, to keep reasonably current the
information contained in the registration state-
ment and to disclose the progress of the offer-
ing If any of the securities registered have been
sold in the state, the commissioner may by rule
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ment filed under s S51 27 (14) as of its effective
date, or- any report under s 551 2 ' Z (12) is
incomplete in any material respect or contains
any statement - which was, in the light of the
circumstances under which it was made, false or
misleading with respect to any material fact ;

(b) Any provision of' this chapter or any rule ,
order or condition lawfully imposed under this
chapter has been wilfully violated , in connec-
tion with the offering, by the person filing the
registration statement; the issuer , any partner ,
officer or director of the issuer, any person
occupying a similar status or performing similar
functions, or any person directly or indirectly
controlling or controlled by the issuer , but only
if ' the person filing the registration statement is
directly or indirectly controlled by the issuer ; or
any broker-dealer or other' person involved
directly or indirectly in the offering ;

(c) The securities are the sub j ect of an admin-
istrative stop order or similar order or a perma-
nent or temporary injunction of any court of
competent jurisdiction entered under any other
federal or state act applicable to the offering ,
but the commissioner may not institute a pro-
ceeding againstt an effective registration state-
ment under this, paragraph more than one year
from the date of the order or i njunction relied
on , and the commissioner may not enter an
order under this paragraph on the basis of an
orde r or injunction enteredd under any othe r
state act unless that order or injunction was
based on facts which would currently constitute
a ground for, a stop order under this section;

(d) The issuer's enterprise or method of ' busi-
ness includes or would include activities which
are illegal where performed;

(e) Subject to sub . (7) , the issuance or sale of
thee securities is or would be unfair or inequita-
ble to purchasers or has worked or tended to
work a fraud upon purchasers or would so
operate;

(f) Subject to sub . (7), the offering has been or
would be made with unreasonable amounts of
underwriters' and sellers' discounts , commis-
sions or other compensation , or promoters'
profits or participation, or unreasonable
amounts or kinds of options,

(g) The applicant or registrant has failed to
pay the proper filing Fee ; but the commissioner
may enter only a denial order under this para-
graph and the> commissioner shall vacate any
such orderr when the deficiency has been
corrected;

(h) Advertisingg prohibited by s 551 53 has
beenn used in connection with the sale or offering
of the securities ; or

(i) The financial condition of the issuer af-
fects or would affect the soundness of the
securities .s

or order extend the period for filing the reports
for an additional period ; not exceeding 2 years
from the date t he regist r a tion b ec ame effe ct ive
or the date of its last amendment or extension ..

(13) (a) Securities issued or guaranteed by an
insurer authorizedd by the commissioner of in-
surance, or by a person whose business consists
principally of owning or controlling the securi-
ties of any such insurer , may not be registered
without the prior approval of ' the commissioner
of insurance . Issuance of an organization per-
mit under s .. 611 . . 13, 613 13 or 614 . . 1 .3 constitutes
such approval for the securities described in the
permit, and also precludes application of s .
551 .28 ( 1 ) (d) and ( i)

(b) No issuer which is being organized in this
state or elsewhere solely or partly for the pur-
pose of organizing a corporation under ch . 611 ,
613 or 614 may register or sell its securities in
this state unless it obtains an organization per-
mit under s. 611 1 3, 61113 or 614 . . 1 .3 No
security may be reg istered or soldd in this state if
theree is any representation that an insurer will
be organized or purchased in this state with the
proceeds of the sale, unless the issuer obtains, an
organization -permit under s . 611 .. 13, 61 .3 .. 1 .3 or
614.11

(14) A registration statement relating to re-
deemable securities issued by an open-end man-
agement, company or unit investment trust as
defined in the investment company act of 1940,
or to securities issued by any class of financial
institutions which the commissioner by rule
determines , may be amended after its effective
date so as to increase the specified amount of
securities proposed to be offered The amend-
ment becomes effective when the commissioner
so orders .

(15) No warrantt or right to purchase or
subscribe to another security and no security
convertible into another security shall be regis-
tered unless it appears to the commissioner that
both the warrant or right or convertible security
and the securities deliverable on the exercise of
the warrant or right or conversion privilege
comply with this chapter .

History: . 1971 c 84, 260 ; 19'79 c 102 ; 1981 c . 53 ss 10, 4 .3 ;
1983 a;, 27; 216 .

Blue sky law: Is there merit in the merit requirements?
Goodkind, 1976 WLR 79

551.28 Denial, suspension and revocation of
registrations . (1) The , commissioner may issue
a stop order denying effectiveness to, or sus-
pending or revoking the effectiveness of, any
registration statement if the commissioner finds
that the order is in-the public interest and that:

(a) The registration statement as of its of "fec-
tive date or as of any earlier date in the case , of
an order denying effectiveness , or any amend-
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state as a broker-dealer or agent unless so
licensed under this chapter, except that a person
who effects transactions in this state exclusively
for the account of or exclusively in offers to sell
or sales to persons specified in s . 551 .23 (8) is
not required to be so licensed .

(2) It is unlawful for an y broker-dealer or
issuer to employ an agent to represent it in this
state unless the agent is licensed for that broker-
dealer or issuer or the agent is excluded from the
licensing requirement under sub. (1) . No agent
may at any time represent more than one
broker-dealer or issuer, except an agent may
represent licensed broker-dealers or issuers of
secu rities regi ster ed under ' thi s chapter, or both,
who are affiliated by direct or indirect common
control . When an agent terminates employ-
ment with a broker-dealer or issuer, or termi-
nates those activities which make that individ-
ual an agent, or transfers employment between
licensed broker-dealers, the agent, the broker-
dealer or the issuer shall promptly file a notice
in accordance with rules adopted by the
commissioner,

(3) It is unlawful for any person to transact
business in this state as an investment adviser
unless so licensed or licensed as abroker-dealer
under this chapter, except that a person whose
only clients in this state are persons specified in
s 551,23 (8) may transact business without a
license ,

(4) Every license expires one year from its
effective date unless renewed;' or unless the
license is limited or extended for not more than
6 months by rule or order for the purpose of
administering the licensing statutes in this chap-
ter The commissioner by rule or order may
prepare an initial schedule for license renewals
so that subsequent renewals of licenses effective
January 1, 1970, may be staggered by calendar
months. For this purpose the commissioner
may adjust the license fee proportionately No
license is effective after its expiration, and expi-
ration of 'a license forwhich a renewal applica-
tion -has not been filed is deemed an application
for withdrawal under s.. 551,34 (6) .

(5) A bank, savings institution or trust com-
pany not licensed as abroker-dealer may exe-
cute orders for the purchase or sale of ' secuiities
as agent for the purchaser or seller thereof ' in
accordance with rules adopted b y the
commissioner,

(6) It is unlawful for any licensed broker-
dealer, agent or investment adviser, or any
person directly or indirectly controlling a li-
censed broker-dealer or investment adviser, to
transact business in this state if " the licensee is in
violation of ' this chapter, or any rule under this
chapter, or any order under this chapter of

551 .31 Licensing requirement. (1) It is un-
lawful for anyy person to transact business in this

4447

(2) The commissioner' may not institute a
stop order proceeding against an effective regis-
tra ti on sta tement on the basis of a fa ct or
transaction known to the commissioner when
theregistration statement became effective un-
less the proceeding is instituted within 180 days
after the effective date . .

(3) In a proceeding for registration by qualifi-
cation, the applicant or registrant has the bur-
den of satisfying the requirements of ' sub . (1) In
a proceeding for registration by coordination ,
the commissioner has the burden of establishing
the existence of` one of the causes enumerated in
sub . ( 1 )

(4) If-'the public interest and the protection of
investors so require, the commissioner may , by
order , summarily deny, postpone ,, suspend or
revoke the effectiveness of the registration state-
ment Upon the entry of ' the order, the commis-
sioner shall serve upon all named parties a copy
of the order and notify the parties of their right
to request a hearing .

(5) No stop order may be entered under this
section, except under sub . (4) , unless s . 55.1 61
(1) is complied with and appropriate prior no-
tice is given to the applicant or registrant , the
issuer and the person on whose behalf ' the
securities are to be or have been offered ,

(6) The commissioner may vacate or modify
a stop order if the commissioner finds that the
conditions which prompted its entry have
changed or that it is otherwise in the public
interest to do so .

(7) Subsection (1) (e) and (f) does not apply to
the issuance or sale of' securities to any of the
following if all material information in connec-
tion with the issuance or sale is disclosed to all
purchasers :

(a) A person having an annual gross income
of at least $30,000 and a net worth of at least
$30 , 000, exclusive of' the person ' s principal resi-
dence and its furnishings and personal use
automobiles .

(b) A person having a net worth of at least
$75,000 ; exclusive of the person's principal resi-
dence and its furnishings and personal use
automobiles .

(c) A retirement trust or plan of a person
under .par, : (a) or (b ) .

History : 1971 c: 84; 1977 c. 144; 1981 c 53 ss , 11, 43 ;
1983 a 27

Adverse consequences of blue sky regulation of public of-
feting expenses Mofsky, 1972 WLR 1010 .

SUBCHAPTER III

LICENSING OF BROKER-DEALERS,
AGENTS AND INVESTMENT ADVISERS

SECURITIES LAW 551.31
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551 .32 Licensing procedure . (1) (a) A
broker-dealer, agent or investment adviser may
obtain an initial or renewal license by filing with
the commissioner, or an organization which the
commissioner by rule designates, an application
together with a consent to service of process
under s SS1,:65 (1) .

(b) An applicationn under par. . (a) shall con-
tain whatever information the commissioner by
rule "requires' concerning the applicant's form
and place of organization, proposed method of
doing business and financial condition, the
qualifications and experience of the applicant,
including, in the case of a broker-dealer or
investment adviser, the qualifications and expe-
rience of any partner, officer, director or con-
trolling person, any injunction or administra-
tive order or convictionn of a misdemeanor
involving securities and any conviction of a
felony, and any other matters which the com-
missioner determines are relevant to the appli-
cation. The commissioner may by rule or order
require an applicant for an initial license to
publish an announcement of the application in
one or more specified newspapers published in
this state .

(c) Licensing under this subchapter is effec-
tive 30 days after an application is filed, other
than for an application for license as an agent
for an .issuer of securities exempted under s .
551 23 (10) or (19) in which case licensing is
effective 10, business days after the application
is filed or such earlier time as the commissioner
permits, except :

1 . Licensing is not effective if' an order is in
effect., or a proceeding is pending, under s .
551.34 ;
2. If the commissioner makes a written re-

quest for additional information relevant to the
application within 30 days after the application
is filed, the licensing is effective 30 days af'ter' the
information is filed ;

3 If' an amendment to a pending application
is filed, licensing is effective 30 days after the
amendment is filed; and

4'. The commissioner may by rule or order
specify an earlier effective date .

(d) The commissioner shall cooperate with
other securities administrators and regulatory
authorities to simplify' and coordinate license
application and renewal procedures .

551 .33 Post -licensing provisions . (1) Every
licensed broker-dealer, agent and investment
adviser shall make and keep all accounts, corre-
spondence, memoranda, papers, books and
other records which the commissioner, by rule
prescribes. . All records required shall be pre-
served for 3 years unless the commissioner by
rule prescribes otherwise for particular types of
records. All required records shall be kept
within this state or shall, at the request of the
commissioner, be made available at any time
for examination by the commissioner either in
the principal office. of the licensee or by pr oduc-
tion of exact copies thereof' in this state .

(2) Every licensed broker-dealer and invest-
ment adviser shall file such reports as the com-
missioner by rule prescribes .

(3) If the information contained in any appli-
cation for license or other document filed with

551 .31 SECURITIES LAW

which the licensee or person has notice, or if the
information contained in the licensee's or per-
son's applica ti on for license, as o f the date of
such transactions, is incomplete in any material
respect or is false or misleading with respect to
any mate ri al fac t .

History : , 1971 c 84 ; . 197 7 c . 144; 1981 c 53 ; 1983 a 216
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(2) Before action on an application the com-
missioner may designate an employe to make an
examination of ' the books , records and affairs of
the applicant at the applicant's expense ,

(3) A licensed broker-dealer or investment
adviser may file an application for licensing of a
successor , whether or not the successor is then
in existence,- for- the unexpired portion of the
year . There shall be no filing fee ..

(4) The commissioner may by rule prescribe
standards of qualification with respect to train-
ing, experience and knowledgee of the securities
business and provide for an examination, which
may be written or oral or both, to be taken by
any class of or all applicants , as well as persons
who represent or will represent an investment
adviser, and the commissioner may by order
require an examination of a licensed broker-
dealer, agent or investment adviser for due
cause .

(5) The commissioner may by rule require a
minimum capital for broker-dealers and invest-
ment advisers and establish limitations on ag-
gregate indebtedness of broker-dealers in rela-
tion to net capital .

(6) The commissioner may by rule require the
furnishing of surety bonds by broker-dealers
and investment advisers and all bonds so re-
quired shall provide for suit thereon by injured
customerss or clients , but no bond may be re-
quired of any licensee whose net capital exceeds
the amount prescribed by rule forr this purpose . .

(7) The commissioner may by rule or order
impose other conditions or limitations in con-
nection with the issuance of licenses under this
chapter as the commissioner deems appropriate
in the public interest or for the protection of
investors .

History : 1981 c . 53 ; 1983 a, 87 .
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viser, any partner, officer or director, any per-
son occupying a similar status or performing
similar functions, or any person directly or
indirectlyy controlling the broker-dealer or in-
vestment adviser :

(a) Has filed an, application for license which
as of its effective date , or as of any date after
filing in the case of an order denying effective-
ness, was incomplete in any material respect or
contained any statement which was, in light of
the circumstances under which it was made,
false or misleading with respect to any material
fact;

(b)` Has wilfully violated or wilfully failed to
comply with any provision of this chapter or a
predecessor law or the securities act of 1933 , the
securities exchange act of 1934, the investment
advisers act of 1940, the investment company
act of 1940, or any rule under any of such
statutes or any order thereunder of which he or
she has notice ;

(c) Subject to ss . 111 .. 321, 111 322 and
111,335, has been convicted , within thee past 10
years, of any misdemeanor involving a security
or any aspect of the securities business, or any
felony ;

(d) Is permanently or temporarily enjoined
by any court of competent Jurisdiction f rom
engaging in or continuing any conduct or prac-
tice involving any aspect of the securities
business;

(e) Is the subject of an order of the commis-
sioner denying an application or suspending or
revoking a license as a broker-dealer , agent or
investment adviser ;

(f) Is the subject of an order entered within
the past 5 years by the securities administrator
of any otherr state or by the securities and
exchange commission denying, suspending or
revoking the person's registration or license as a
broker-dealer, agent or investment adviser, or is
the subject of an order of the securities and
exchange commission or of a securities ex-
change or association registered under the se-
curities exchange act of 1934 suspending or,
expelling such person from a securit ies ex-
change or association or forbidding the associa-
tion or affiliation of the person with abroker-
dealer or investment adviser , or is the subject of
a US postal service fraud order . The commis-
sioner may not institute a revocation or suspen-
sion proceeding under this paragraph more
than one year f r om the date of the order relied
on, and the commissioner may not enter an
order under this paragraph on the basis of an
order, under another state law or federal law
unless the order was based on facts which would
currently constitute a ground for an order
under, this section;

551 .34 Denial, suspension and revocation of
licenses . (1 ) The commissioner may by order
deny an application for, or postpone the effec-
tive date of, a license or suspend or revoke any
license or may censure the licensee, if'the com-
missioner finds that the order is in the public
interest and that the applicant or licensee or, in
the case of abroker-dealer or investment ad-
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the commissioner or an organization desig-
nated under s . 551 32 (1) (a) is or becomes
inaccurate or incomplete in any material re-
spect, the licensee shall promptly filee a cor-
recting amendment .

(4) The commissioner shall make periodic
examinations, within or without this state , of
the business and records of each licensed
broker-dealer and investment adviser, at such
timess and in such scope as the commissioner
determines .. The examinations may be made
without prior notice to the broker-dealer or
investmentt adviser. The expense reasonably
attributablee to any such examination shall be
paid by the broker-dealer or investment adviser
whose business is examined, but the expense so
payable shall not exceed an amount which the
commissioner by rule prescribes , For the pur-
pose of avoiding unnecessary duplication of
examinations , the commissioner, insofar as it is
practicable in administering this subsection,,
may cooperate with securities administrators of
other states, the securities and exchange com-
mission , and any.:.y nati onal securities exchange
or national securities association registered ,
under the securities exchange act of 19 .34 . . The
commissioner shall not make public the infor-
mation obtained in the course of examinations,
except when the commissioner ' s duty under this
chapter requires the commissioner , to take ac-
tion regarding any broker-dealer or investment
adviser or to make the information available to
one of the organizations specified in this subsec-
tion , or except when called as a witness in any
criminal or civil proceeding .

(5) The commissioner may by rule prohibit
unreasonable charges, profits, commissionss or
other compensation of broker-dealers and in-
vestment advisers

(6) The commissioner may by rule establish
standards for the conduct of business by
broker-dealers, agents, investment advisers and
clearing corporations as defined in s . 408 102
(1) (b)

(7) No licensed br 'oker ' -dealer shall be subject
to s 138 05 (1) (a) with respect to any debit
balance in a customer account if' the debit
balance is payable on demand and the only
collateral for the balance is securities .

History: 1971 c . 84; 1975 c . 107,199 ; 19 '77 c 144; 1981 c
53 ; 1983 a 189 s 329 (24)
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(g) Has engaged in dishonest or unethical
practices in the securities or investment advi-
sory business or has taken unfa ir advantage of' a
customer ;

(h) Is insolvent, in the sense that liabilities
exceed assets or, that the person cannot meet
obligations as they mature , of is in such finan-
cial condition that the person cannot continue
in business with safety to customers, or the
person does not have sufficient financial re-
sponsibility to carry out the obligations incident
to the person's operations ;

(i) Is not qualified on the basis of ' such factors
as training, experience and knowledge of the
securities business;

(j) Has failed reasonably to supervise agents
or, in the case of an investment adviser, em-
ployes, to assure their ' compliance with this
chapter, but no person may be deemed to have
failed in such supervision if ' there have been
established written procedures, and a system for
applying such procedures, which would reason-
ably be expected to prevent and detect, insofar
as practicable , any violations of statutes, rules
or orders and if' the person has reasonably
discharged the duties incumbent upon the per-
son by reason of ' such procedures and system ;

(k) Has failed to pay the proper filing fee, but
the commissioner shall vacate any such o rder
when the deficiency has been corrected;

(1) Is selling or has sold, or is offering or has
offered for sale, in this state securities through
any unlicensed agent or for any dealer or issuer
with knowledge that the dealer or issuer has not
complied with this chapter ;

(m) Has made any material misrepresenta-
tion to or withheld or concealed any material
fact from the commissioner or any of his or her
representatives, or has refused to furnish infor-
mation reasonably requested by the commis-
sioner ; or

(n) Has not complied with thee conditions or
limitations of a license issued under this
chapter,

(2) The enumeration of the causes stated in
sub. . (1) shall not be exclusive and the commis-
sioner may deny an application or suspend or
revoke any license or censure any licensee for
any cause whether similar to of different fr om
these causes when necessary or appropriate in
the.e public interest:t or for the protection of
investors .

(3) The commissioner may not institute a
suspension- or revocation proceeding on the
basis of a fact or transaction known to the
commissioner when the license was issued un-
less the proceeding is instituted within 180 days
following issuance of the license .

551 .41 Sales and purchases . It is unlawful
for any person, in connection with the offer,
sale or purchase of any security in this state,
directly or indirectly :
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(4) If' the public interest or the protection of
investors so requires, the commissioner may by
order summarily denyy or suspend a license or
postpone the effective date of a license . Upon
the entry of the order, the commissioner sh a ll
serve upon alll named parties a copy of the order
and notify the parties of their right to request a
hearing .

(5) If' the commissioner finds that any li-
censee or applicant is no longer in existence or
hass ceased to do business as a broker-dealer,
agent or investment adviser , or is subject to an
adjudication of mental incompetence : or to the
control of 'a committee, conservator or guard-
ian, or cannot be located after reasonable
search, the commissioner may on order issued
summarily revoke the license or deny the
application .

(6) Withdrawal from the status of a licensed
broker-dealer , agent or investment adviser be-
comes effective 30 days after receipt by the
commissioner or by an organization designated
by culCOf the commissioner under s . :551 .32 (1)
(a) of ' an application to withdraw or within such
shorter period as the commissioner determines,
unless a revocation or suspension proceeding is
pending when the application is filed or a pro-
ceeding to revoke or suspend or to impose
conditions upon the withdrawal is instituted
within 30 days after the application is filed . If a
proceeding is pending or instituted , withdrawal
becomes effective at such time and upon such
conditions as the commissioner by order deter-
mines If no proceeding is pending or instituted
and withdrawal automatically becomes effec-
tive, the commissioner may institute a revoca-
tion or suspension proceeding for the grounds
specified under sub . (1) (b) , (g) , (m) or (n) within
one year after withdrawal became effective and
enter , a revocation or suspension order as of the
last date on which the license was in effect . .

(7) No order - may be entered under this
section except under sub . (4) without appropri-
ate prior notice to the applicant or licensee , as
well as the employer or prospec t ive employer if
the applicant or licensee is an agent . In cases of
denial orders written findings of fact and con-
clusions of law are required only if' requested by
the applicant .

History: 1 971 c . 84 ; 1977 c . 125, 144 ; 1981 c. 53 ss 19 to
21, 43 ; 1981 c 334 s 25 (1) ; 1983 a 216 ss . 11, 18
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(1) To employ any device, scheme or artifice
to defraud ;

(2) To make any untrue statement of'a mate-
rial fact or to omit to state a material fact
necessary in order to make the statements
made, in the light of the circumstances under
which they are made, not misleading ; or

(3) To engage in any act, practice or course of
business which operates or would operate as a
fraud or deceit upon any person :

Intent to defraud is not necessary element under (2) State
v . Temby, 108 W (2d) 521, 322 N W (2d) 522 (Ct . App.. 1982) .

Section 551 41, does not create private tight of action
551 59 (1) contains civil remedy for violation of 551,4 1 (2),
and limitation period in 551 .59 (5) applies, Colonial Bank &
Trust Co v . American Bankshares, 478 F Supp. 1186 (1979),

See note to 995 01, citing Continental Assur v American
Bankshares Corp .. 483 F Supp 175'(1980)

State was not required to, prove that defendant entered
into investment contracts with p u rpose or intent of de-
fiauding investors Van Duyse v Israel, 486 F' Supp 1382
(1980) . .

551 .42 Market manipulation . It is unlawful
for any person, directly or indirectly, in this
state:

(1) To' effect any transaction in a security
which involves no change in the beneficial own-
ership thereof', or to enter any order or orders
for- the purchase or, sale of any security with the
knowledge that an order or orders of substan-
tially the same size, at substantially the same
time, and at substantially the same price, for the
sale or purchase of the security, have been or
will be entered by or for the same or affiliated
persons, for the purpose of creating a false or
misleading appearance of active trading in the
security or a false or misleading appearance
with respect to the market for the security ;

(2) To effect, alone or with one or more other
persons, a series of'transactions in any security
creating actual or apparent active trading in the
security or raising or depressing the price of'the
security, for thee purpose of inducing the
purchase or sale of" the security by others ; or

(3) To induce the purchase or sale of any
security by the circulation or dissemination of
information to the effect that the price of the
security will or is likely to rise or fall because of
market operations of any one or more persons
conducted for the purpose of'xaising or depress-
ing the price of the security, if he or she is'' selling
or offering to sell or purchasing or offering to
purchase the security or is receiving a considera-
tion, directly or indirectly, from any such
person .

History: 1981'c 53 s 4 3

551 .43 Broker-dealer activities. I t is unlaw-
ful for abroker=dealer to effect in this state any
transaction in, or to induce the purchase or sale
of'; any security by means of any manipulative,
deceptive or other fraudulent device or contri-

551 .52 Fees and expenses . (1) (a) There shall
be a filing fee of $750 for every registration
statement filed under s . 55125 or 551 ..26 .. When
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vance, including any fictitious quotation The
commissioner may by rule define the terms
"manipulative, deceptive or other fraudulent
device or contrivance " .

551 .44 Advisory activities . It is unlawful for
any person whoo receivess any consideration
from another person primarily for advising the
other person as to the value of securities or their
purchase or sale, whether through the issuance
of analyses or reportss or otherwise, in this state,
to employ any device, scheme or artifice to
defraud the other person ; or engage in any act,
practice or course of business which operates or
would operate as a fraud or deceit upon the
other' person ; or take or havee custody of any
securities or funds of any clientt unless the
adviser is licensed as a broker-dealer under this
chapter . The commissioner may adopt rules
defining the terms used in this section .
History : 1981 c 53

SUBCHAPTER V

GENERAL PROVISIONS

551 .51 Administration . (1) This chapter shall
be administered by the commissionerr of securi-
ties, The commissioner shall appoint a deputy
commissioner, subject to s . 15 04 (2), and . (3) .
The commissioner may designate the deputy
commissioner or any employe to perform any
duty or exercise any power or function assigned
to the commissioner when he or she is absent
from the office, ,

(2) It is unlawful for the commissioner or any
officers or employes of the office of' the commis-
sioner to use for personal benefit any informa-
tion which is filed with or obtained by the
commissioner or an organization designated
under s .. 551 . 32 (1) (a) and which, is not generally
available to the public .. . Nothing in th is chapter
authorizes the commissioner or any officers or
employes of the office of the commissioner to
disclose any., confidentiall information except
among themselves ox to other , securities admin-
istrators or regulatory authorities or when nec-
essary or appropriate in a proceeding or investi-
gation underr thi s chapter . No provision of' this
chapter either creates or derogates from any
privilege which exists at common law or other-
wise when documentary or other evidence is
sought under a subpoenaa directed to the com-
missioner` or any officers or employes of the
office of the commissioner ,

History : 1971 c . 84; 1977 c . 418 ; 1981 c . 53
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551 .53 Advertising . (1) It is unlawful for any
person, in connection with the offer, sale or
purchase of'any security in this state, to publish,
circulate or use any advertising :

(a) That contains an untrue statement of a
material fact or omits to state a material fact
necessary in order to make the statements
made, in the light of the circumstances under
which they were made, not misleading ; or

(b) That has not been filed with the commis-
sioner not later than the date of publication or
circulation, except as the commissioner may
otherwise provide by rule or order ..

(2) The commissioner may by rule or order
prohibit the publication, circulation or use of
any advertising deemed false or misleading . .

Hi story: 1971 c 84; 1975 c 57; 1981 c 53 ; 1983 a 216

551 . 54 Misleading filings. It is unlawful for
any person to make or cause to be made, in any
document filed with the commissioner or filed
under s. 551,32 (1) (a) with an organization
designated by the commissioner or in any pro-
ceeding under this chapter, any statement which
is, at the time and in the light of the circum-
stances under which it is made, false or mislead-
ing in anyy material respect or, in connection
with such statement, to omit to state a material
fact necessary in order to make the statements
made, in the light of thee circumstances under
which they are made, not misleading .

Histo ry : 1981 c . . 5.3 .

551 .55 Unlawful representations . Neither
thee fact that a registration statement or an
application for a license has been filed nor the
fact that a security is effectively registered or a
person is licensed constitutes a finding by the
commissioner that any document filed under
this chapter is true, complete andd not mislead-
ing Neither any such fact nor the fact that an
exemption or exception is available for a secur-
ity or a transaction means that the commis-
sioner has passed in any way upon the merits or
qualifications of, or recommended or given
approval to; .any person, security or transac-
tion. It is unlawful to make, or cause to be
made, to any prospective purchaser, customer,
oor client any, representation inconsistent with
the foregoing

551 .56 Investigations and subpoenas . (1)
The commissioner may :

(a) Make such public or private investiga-
tions within or without this state as are neces-
sary to determine whether any person has vio-
lated or is about to violate thiss chapter or any
rule or order under this chapter, or to aid in the
enforcement of'this chapter' or in the prescribing
of rules and forms under, this chapter ;

a registration statement is denied or withdrawn
before the effective date or apse-effective stop
order is entered under s . 551 . .28, the filing fee
shall be retained

(b) An indefinite amount of securities shall be
registered under a registration statement relat-
ing to redeemable securities issued by an open-
end management company or a face amount
certificate company, as defined in the invest-
ment company act of 1940, and the applicant
shall pay the fee under par . (a) .The registrant
also shall, within 60 days after the end of each
fiscal year during which its registration state-
ment is effective and within 60 days after the
registration is terminated, pay a fee of $1,500 or
file a report on a form prescribed by rule of'the
commissioner specifying its sales of securities to
persons in this state during the fiscal year and
pay a fee of 0 . .05% of' the securities sold to
persons in this state, but not less than $150 nor
more than $1,500 .

NOTE : Par '.. (b ) is sh own as a ffect e d b y 1983 Wi s. Act 2 7,
ss, 1 73 1[ and 2 204 (48), eff. 7d-85.. Pri or to that d ate, par . (b)
states:

"(b) If' theregistcat ion statem e nt relates to red ee mabl e se-
cu rities issued by an open-end management company , unit in -
vestme nt trust or a face amount cer tifica te compan y, as d efined
in the investm ent company act of 1940, th e additio nal f ee shall
be one-twe ntieth of on e percent of themaximum aggregate of-
fei in g price at whi c h the registered secu rities are t o be offered
in th is state, and there sha ll be no maximum filing fee . . Th e
commis sio ner mayby rule permit the registration of an indefi-
nite amo unt of suc h securities and prescri be a . m ethod for pay-
men t o f the filing fee,"

( 2) Every applicant for an initial or renewal
license under s.551.,. .32 shall pay a filing fee of
$200 in the case of abroker-dealer, $30 in the
case of an agent representing abroker-dealer or
issuer or a person representing an investment
adviser; and $200 in the case of an investment
adviser' . . A broker-dealer or investment adviser
maintaining a branch office within this state
shall pay an additional filing fee of $30 for each
branch office .. When an application is denied or
withdrawn, the filing fee shall be retained,

(3) The expenses reasonably attributable to
the examination of any matter arising under
this chapter shall be charged to the applicant,
registrant or licensee involved, but the expenses
so charged shall not exceed such maximum
amounts as the commissioner by rule
prescribes .

(4) The commissioner may by rule require the
payment of prescribed fees for delinquent or
mate iially deficient filings of information or
documents required under this chapter to be
filed with the commissioner or an organization
designated under s . 551 .32 (1) (a) .

( 5) All fees and expenses collected under this
section shall be paid into the state treasury

History: 1973 c 333 ; 1977 c 418 ; 1981 c 53; 1983 a 27 .
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(b) Require or permit' any person to file a
statement in writing, under oath or otherwise as
the commissioner determines , as to all the facts
and circumstances concerning the matter being
investigated ;

(c) Publish information concerning any vio-
lation of' this chapter or any rule or order under
this chapter or concerning securities, or prac-
tices in the sale of securities , which appear or
tend to be unfair, inequitable or f r audulent ; and

(d) Hold hearings , upon reasonable notice ,
and issue orders on the basis thereof , in respect
of ' any matter arising out of the administration
of this chapter .

(2) For the purpose of any investigation,
hearing or proceeding under this chapter , the
commissioner or any officer designated' by the
commissioner may administer oaths and affir-
mations , subpoena witnesses , compel their at-
tendance , take evidence and require the produc-
tion of any books, pape rs, correspondence ,
memoranda , agreements or other documents or
records which the commissioner deems relevant
or material to the inquiry ; Failure to obey a
subpoena or give evidence may be dealt with in
accordance with s 885 12 :

(3) No person is excused from attending and
testifying or, from producing any document or
record before the commissioner, or in obedience
to the subpoena of the commissioner or any
officer designated by the commissioner , or in
any proceeding instituted by the commissioner ,
on the ground that the testimony or ev idence
required of the person may tend to incriminate
him or her or subject the person to a penaltyy or
forfeiture; but no individual may be prosecuted
or subjected to any penalty or forfeiture for or
on account of any transaction , matter or thing
concerning which the individual is compelled,
after claiming his or her privilege against self-
incrimination , to testify or produce evidence ,
except that the individual testifying is not ex-
empt from prosecution and punishment for
perj ury or contempt committed in testifying .

History : 1975c 57; 1 981 c 53 ss 27, 43 ,

551 .57 ' Injunctions . Whenever it appears to
the commissioner that any person has engaged
or is about to engage in any act or practice
constituting a violation of this chapte r or any
rule or order hereunder , the commissioner may
bring an action in the name of the state in the
circuit court of ' the appropriate county to enjoin
the acts or practices and to enforce compliance
with this chapter or~ any r ule or Order hereun-
dei, or the commissioner may refer the matter
to the attorney general or the district attorney
of the appropriate county .. Upon a proper
showing," the court may grant a permanent or
temporary injunction or restraining order , or

551 .58 Criminal penalties . (1) Any person
who wilfully violates any provision of this chap-
ter: except s 551 54, or any rule under this
chapter, or any order of which the person has
notice, of who violates s. 551 54 knowing or
having reasonable cause to believee that the
statement made was false or misleading in any
material respect, may be fined not more than
$S,000.ox imprisoned not more than 5 years or
both Each o#'the acts specified shall constitute
a;,separate offense andd a prosecution or convic-
tion for any one of such offenses shall not bar
prosecution of conviction for any other offense .
NOTE: Sub . (1 ) was amended by ch ap ter 53, l aws of 1 98 1 ,

to dele t e the time limitation on prosecut ion.. . Sec tion 44 of
chapter 53 gives thea pplicabilit y date of violations under this
section and'of the su ccessor s. 939..74.

(2) The commissioner may refer such evi-
dence as is available concerning violations of
this chapter or of any rule or order under this
chapterr to thee attorney general or the district
attorney of the appropriate county, who may,
with or without any reference, institute the
appropriate criminal proceedings under this
chapter' . If referred, to a district attorney, the
district attotneyshall, within 90 days, file with
the commissioner a statement concerning any
action taken of, if'no action has been takep, the
reasons therefor ..

(3) Nothing in this chapter limits the power
of the state to punish any person for any con-
duct which constitutes a crime under any other
statute ..

Hi st ory: 1981 c 53 .

551 . 59 Civil liabilities . . (1) (a) Any person who
offers or sells a security in violation of s 551 ..21,
551 31, 551,41 of 551 .55 or any rule relating
thereto, or any condition imposed under s ..
551 26 of 551,27 or any order under this chapter
of which the person has notice is liable to the
person purchasing the security from him or her
The person purchasing the security may sue
either at law of in equity to recover, the consid-
eration paid for the security, together with
interest at the legal rate under' s 138 ..04 from the
date of payment, and reasonable attorney fees,
less the amount of any income received on the
security ; upon the tender of'the security, or for
damages- if the person no longer owns the
security . . Damages are the amount that would
be recoverable upon a tender less the value of
the security when the purchaser disposed of it

4453 SECURIT IES LAW 551.59

may appoint a receiver for the defendant or the
defendant's assets, or may order rescission of
any sales or purchases of' securities determined
to be unlawful under this chapter or any rule or
order hereundex : The court may not require the
commissioner to pos t a bond .

History : 1971 c 84 ; 1981 c 5 :3 s . 43
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every partner, principal executive officer or '
director of' such person, every person occupying
a similar status or performing similar functions ,
every employe of such person who materially
aids in the act or transaction constituting the
violation, and every broker-dealer or agent who
materially aids in the act or transaction consti-
tuting the violation, are also liable ,jointly and
severally with and to the same extent as suchh
person, unless the person liable hereunder
proves that he or she did not know, and in the
exercise of reasonable care could not have
known, of' the existence of' the facts by reason of
which the liability is alleged to exist . There is
contribution as in cases of contract among the
several persons so, liable

(5) No action shall be maintained under this
section unless commenced before the expiration
of 3 years after the act or transaction constitut-
ing the violation, ., but the time specified for
commencing such action shall be extended by
reason of any fact and 'for the time specified in
ss , 893, 13 and 893 . 16 to 893 . . 2 3 . .

(6) (a) No purchaser may commence an ac-
tion under this section if, before suit is com-
menced, the purchaser has received a written
offer stating the respect in which liability under
this section may have arisen and fairly advising
the, purchaser of his or her rights ; offering to
repurchase the security for cash payable on
deliveryy of the security equal to the considera-
tion paid, together with interest at the legal rate
under s . 138 . 04 from the date of payment, less
the ,amount of any income received thereon or,
if ' the purchaser, no longer owns the security,
offering to pay the purchaser upon acceptance
of the offer an amount in cash equal to the
damages computed in accordance with sub. (1);
and stating thatt the offer may be accepted by
the purchaser at any time within a specified
period of not less th an 30 days after- the date o f
receipt thereof ' or such shorterr period as the
commissioner may by rule prescribe; and the
purchaser has, failed to accept such offer in
writing within the specified period

(b) No seller may commence an action under
this section if, before suitt is commenced , the
seller has received a written offer , stating the
respect' in which liability under this section may
have arisen and fairly advising the seller of his
or her rights ; offering to return the security plus
the amount of any income received thereon
upon payment of' the consideration received; or,
if thee purchaser no longer owns the security,
offering topay the seller upon acceptance of ' the
offer- an, amount in cash equal to thee damages
computed in accordance with sub . (2) ; and
providing that the offer may be accepted by the
seller .. at any , time withinn a specified period of
not lss than 30 days after the date of receipt

and interest at the legal rate under s . 138,04
from the date of disposition .. Tender shall
require only noticee of willingness to, exchange
the security for' the amount specified ., Any
notice may be given by service as in civil actions
o r by certified mail addressed to the last-known
address of the person liable .

(b) A person who offers or sells a security in
violation of s . 551 .4T (2) is not liable under par .
(a) if the purchaser knew of' the untrue state-
ment of a material fact or omission of` a state-
ment of 'a materiall fact of the person sustains
the burden of proof ' to establish that he or she
did not know and in the exercise of reasonable
care could not have known of' the untrue state-
ment or omission ';

(2) (a) Any person who purchases a security
in violation of s . 551 .41 (2) is liable to the person
selling the security to him or her, who may sue
either at law or in equity to recover the security
and reasonable attorney fees, plus any income
received by the purchaser thereon upon tender
of the consideration received, or for damages
and reasonable attorney fee sif the purch aser no
longer owns the security . Damages are the
excess of the value of the security when the
purchaser di sposed of it plus interest at the
legal rate under s . 138,04 from 'the date of
disposition, over the consideration paid for thee
security , Tender requires only notice of' willing-
nessto pay the amount specified in exchange f 'or,
the security ., Any notice may be given by service
as in civil actions or by certified mail to the last-
known address' of ' the person liable .

(b) A person who purchases a security in
violation of' s . 551 41 (2) is not liable under, par . .
(a) if the seller- knew of the untrue statement of ' a
material fact or omission of a statement of a
material fact ox the person sustains the burden
of proof to establish that he or she did not know
and in the exercise of ' reasonable care could not
have known of the untrue statement or
omission

(3) Anyy person who wilfully participates in
any act or transaction in violation of ' s . 551 . .42
shall be liable to any other ' person who
purchases or sells any security at a pricewhich
was affected by the act or ' transaction for ' the
damage s sustained as a result of such act' or
transaction . : Damages shall be the difference
between the price at which the other person
purchased or, sold securiti es and the market
value which the securities would have had at the
time of his or her purchase ox sale in the absence
of the act or- transaction, pluss interest at the
legal rate under, s . 138 .04 and reasonable attor-
ney fees . :

(4) Every person who directly or indirectly
controls a person liable under sub, (1), (2) or (3),
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thereof; and the seller has failed to accept the
offer in writing within the specified period ..

(c) Offers shall be in the form and contain the
information the commissioner by rule
prescribes . Every offer under this subsection
shall be delivered to the offeree or sent by
certified mail addressed to the offeree at the
offeree's last-known address . . If an offer is not
performed in accordance with its terms, suit by
the offeree under this section shall be permitted
without regard to this subsection .

(7) No person who has made or engaged in
the performance of any contract in violation of
this chapter or any rule or order hereunder, or
who has acquired any purported right under
any contract with knowledge of the facts by
reason of which its making or performance was
in violation, may base any suit on the contract .

(8) Any condition, stipulation or provision
binding anyy person acquiring any security to
waive compliance with any provision of this
chapter or any rule or order hereunder is void . .

(9) The rights and remedies under this chap-
ter are in addition to any other rights or reme-
dies that may exist at law or in equity . .

History : 1979 c 323 s 33 ; 1981 c 53 ss 29 to 33, 43 ; 1983
a 216

Civil action brought in Wisconsin under federal law is sub-
ject to limitation under (5) Cahill v Ernst & Ernst, 625 F
(2d) 151 (1980) :

Arbitration clause in securities brokerage contract was
enforceable under federal a r bitration act; sub . . (8) was in "ac-
tual conflict" with act and was, therefore, preempted Kroog
v . Malt, 712 F (2d) 1148 (1983)

Section 551 59 (5) applies to actions arising out of sales of
securities under SEC rules, rather than 893 .19 (7) [now
893 93 (I) (b)j , Kramer v Loewi & Co , Inc 357 F Supp. 83 .

Interpretation of phrase, "discovery of the facts constitut-
ing the fraud", in (5) Cahill v ' Ernst & Ernst, 448 F Supp . 84
(1978)

See note to 55141, citing Colonial Bank & Trust Goo v
American Bankshares, 478 F Supp 1186 (1979) . .

See note to 895 01, citing Continental Assur v. American
Bankshares Corp 483 F Supp 175 (1980) .

Limitation period under (5) begins to run when defrauded
party , is in possession of such essential facts as will, if dili-
gently investigated, disclose the fraud Gieringer v
Silverman, 539 F Supp, 498 (1982). :

551,60 Miscellaneous - powers of commis-
sioner, (1) The commissioner may by rule or
order require any issuer of securities registered
or exempted . by order of the commissioner
under thischapter or predecessor laws to file
with the commissioner and distribute to its
security holders in this state at least annually
specified financiall or other information con-
cerning the issuer .

(2) ' (a) If the commissioner has reason to
believe that any offer or sale of an unregistered
security is, has been or would be. unfair, inequi-
table or fraudulent to offerees or purchasers,
the commissioner may by order summarily pro-
hibit further- offers or sales of such security in
this state until it is registered under this chapter . .

(b) If the commissioner has reason to believe
that any, security is being or has been offered or
sold in this state by any unlicensed person in
violation of this chapter or any rule or order
hereunder , the commissioner may by order
summarily prohibit such person from further
offers or, sales of securities in this state until
licensed under, this chapter' .. _

(c) If the commissioner has reason to believe
that any unlicensed person is transacting or has
transacted business in this state as an invest-
ment adviser in violation of this chapter or any
rule or order promulgated under this chapter,
the commissioner may by order summarily pro-
hibit such person from further engaging in such
activity in this state until licensed under this
chapter

(3) If the public interest and the protection of
investors so require, the commissioner may by
order summarily suspend all trading in this state
by broker-dealers and agents in any security for
any period specified .. No broker-dealer or agentt
may effect any transaction in , or induce or
attempt to inducee the purchase . or sale of, any
security in this state in which trading is so
suspended, except in performance of a contract
previously entered into . At any time after the
issuance of an order under this subsection, any
interested person may in writingg request that
the suspension of' trading be vacated .. Upon the
receipt of.' a written request , the matter shall be
noticed for hearing and a hearing shall beheld
in the manner provided in s.. 55161 (2) , After
the hearing, the commissioner may order the
suspension to be continuedd until modified or
vacated by further order upon a finding that
trading in the security will be unfair or inequita-
ble or will tendd to work a fraud upon the
purchasers or sellers of the security . Otherwise ,
the commissioner shall vacate the suspension of
trading and no further order may be entered
under this subsection wi th respect to thee same
security in the absence of changed cixcum-
stances ,justifying an order .

(4) Every corporation, partnership or associ-
ation having its principal office in this state or
whose securities have been registered under this
chapter or predecessor lawss shall, within 20
days after receipt of written request from the
commissioner made in connection with any
investigationn under s . . 551 . . 56 (1), furnish thee
commissioner with a list of all or pact of its
security holders as the commissione r requests,
showing the amount of securities held by each
security holder and the date of issuance of such
securities and information reasonably related
thereto, signed by the : president , secretary or
partner of the issuer or -a person occupying a
similar statuss or performing similar functions ..
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( 5) The commissioner may take such action
as is authorized under 7 USC 13a-2, as
amended

History: 1971 c. 84; 1975 c . 57, 199 ; 1977 c 144; 19811 c
53 ss 34, 35, 43 ; 1983 a. 216 .

551 .61 Hearings and judicial review . (1) No
order, other than an order issued summarily
subject to sub . . (2), may be entered by the
commissioner under s . 551 .24, 551 ..28, 55 or
551 53 (2) without appropriate prior notice to
all interested parties, opportunity for a hearing
and, except as provided by s 551 34 (7), written
findings of fact and conclusions of law .. ,

` (2) Within 30 days after the commissioner
has issued an order summarily, an interested
party may file a written request with the com-
missioner for a hearing in respect to any matters
determined by the order, except a party may file
a request for' a hearing regarding an order
issued under s . 551,60 (3) at any time, Within 10
days after an interested person files a written
request with the commissioner for a hearing, the
matter shall be noticed for hearing, and a hear-
ing shall be held within 60 days after notice,
unless extended by the commissioner for good
cause During the pendency of any hearing
requested under this subsection, the order is-
sued summarily shall remain in effect unless
vacated or modified by the commissioner .

(3) After a hearing, the commissioner may
issue a final order as appropriate . The final
order may affirm, vacate' or modify an order
issued summarily in effect during the pendency
of the hearing as appropriate, or may include
such other, sanctions as are provided for under
s. 551 :24, 551 ..28' or 551 .34. ' An order issued
summarily against a party becomes a final order
if'the patty fails to request a hearing under sub . .
(2) or if the party defaults af'ter' requesting a
hearing .

(4) Hearings and iehearings shall be public . .
(5) Orders of the commissioner are subject to

judicial `review under ch 227 but orders origi-
nally entered without a hearing 'may be re-
viewed only if the party seeking review has
requested a hearing within thetime provided by
sub.. (2) .

History : 1971 c . 84 ; 1975 c . 57, 199;414 ; 1981 c 53 .'

551 .62 ' Stay of proceedings. (1) No perma-
nent or temporary injunction, stay, restraining
order' or other order shall issue in any proceed-
ing under s 551 56 or 551 61 suspending or
staying any orderofthe commissioner, except
upon application to the circuit court of the
appropriate county, notice of' which `shall be
given to the commissioner and other parties to
thee proceeding, and except after, opportunity
for hearing thexeom, No permanent or tempo-

551 .63 Rules, forms and orders . (1) The com-
missioner may make ; amend and rescind any
rules, forms and orders that are necessary to
carry out this chapter, including rules and forms
governing registration statements, applications
and reports, and defining any terms, whether or
not used in this chapter, insofar as the defini-
tions are not inconsistent with this chapter . For
the purpose of rules and forms, the commis-
sioner may classify securities, persons and mat-
ters within the commissioner's jurisdiction, and
prescribe different requirements for different
classes . . Rules shall be made and published in
accordance with ch . 227:..

(2) No rule, form or order may be made,
amended or rescinded unless the commissioner
finds that the action is necessary or appropriate
in the public interest and for the protection of
investors . . In prescribing rules and forms thee
commissioner' may cooperate with the securities
administrators of`other, states and the securities
and exchange commission with a view to
achieving maximum uniformity in the form and
content of registration statements, applications
and reports wherever practicable .

(3) The commissioner may by rule or order
prescribe the °form and content of financial
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nary injunction, stay, restraining order or other
order shall issue in any other proceeding or
action, in any court, which shall have the effect
of delaying or preventing any such order from
becoming effective, unless the parties to the
proceeding before the commissioner are also
parties to the court proceeding or action , andd
except after notice and opportunity for hearing
thereon.

(2) No permanent or temporary injunction ,
stay, restraining order or other order shall issue
in any proceeding under s . 551,56 or 551 .61 or
in any other proceeding or action, in any court,
suspending or, staying any order of the commis-
sioner or having the effect of delaying or
preventing any such order f iom becoming effec-
tive, unless an undertaking is entered into on
the part of the petitioner or plaintiff, with a
surety, and in the sum the court or the presiding
judge thereof directs or approves to the effect
that the petitioner or plaintiff ' will pay all dam-
ages which any party sustains by the suspension
or stay of the order or, the delay or prevention of
the order' from becoming effective, and to such
other effect as the court or judge directs, and no
order or ,judgment in any proceeding or action
shall be stayed on appeal therefrom unless a like
undertaking is entered into by the petitioner or
plaintiffin addition to the undertaking under' s .
80 8 .. 07 .

History: ' 19 ' 71 c 84; Sup .. CC Order, 67 W (2d) '776 ; 1977
c. . 187 s. 135; 1983 a . 216.
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suit, action or proceed ing against him or her or
a successor, executor or administrator which
arises under this chapter or any rule or order
under this chapter after the consent has been
filed , with the same validity as if served person-
ally on the person filing the consent . . The
consent shall be in the form the commissioner
by rulee prescribes The consent need: not be
filed by a person who has filed a consent in
connection with a previous registration or li-
cense which is then in effect . . Service may be
made by leaving a copy of the process in the
office of the commissioner ; but i t is not effective
unless the plaintiff, who may be the commis-
sioner in a suit, action or proceeding instituted
by the commissioner , promptly sends notice of
the service and a copy of the p rocess by regis-
tered or certified mail to the defendant or
respondent at the person's last address on file
with the commissione r, and the plaintiff's affi-
davit of''corripliance with this subsection is filed
in the case on or before the return` day of the
process; or within such time as the court allows .

(2) When any person , including any nonresi-
dent of this state, engages in conduct prohibited
or made actionable by this chapter or any rule
or order under this chapter , and the person has
not filed a consent to service of process under
sub . . (1) and personal jurisdiction over the per-
son cannot otherwise be obtained in this state ,
that conduct shall be considered equivalent to
the person's appointment of the commissioner
to be his or her attorney to receive service of ' any
lawful process in any noncriminal suit , action or
proceeding against the person or the per-son's
successor , executor or administrator which
arises out of that conduct and which is brought
under this chapter or any rule or order under
this chapter , with the same validity as if served
on him or her personally . Service may be made
by leaving a copy of the process in the office of
the commissioner, but it is not effective unless
the plaintiff; who may be the commissioner in a
suit , action or proceeding instituted by the
commissioner, promptly sends notice of the
service and a copy of the process by registered
or certified mail to the defendant or respondent
at the per-son's last-known address or takes
other steps which are reasonably calculated to
give actual notice ; and the plaintiff's affidavit of
compliance with this subsection is filed in the
case on or before the return day of the process
or within such time as the court allows . .

(3) When process is served under this section
the court, or the commissioner in a proceeding
before the commissioner, shall order such con-
tinuance as is necessary to afford the defendant
or respondent reasonable opportunity to
defend . .

History : 1981 c 53 ss 41, 43

551 .65 Service of process. (1) Eve ry appli-
cant for license or registration under this chap-
ter and every issuer which proposes to offer a
security in this state through any person acting
as agent shall file with the commissioner or, if
applying for a license, with the organization
designated by the commissioner under s 551 .32
(1) (a), an irrevocable consent appointing the
commissioner or the commissioner's successor
in office to be his or her attorney to receive
service of any lawful process in any noncriminal

4457

statements required under this chapter, the cir-
cumstances under which consolidated financial
statements shall be filed , and whether any re-
quired financial statements shall be certified by
independent or certified public accountants ,
All financial st atements shall be prepared in
accordance with generally accepted accounting
practices unless otherwise permitted by rule or
order . .

(4) No provision of ' this chapter imposing any
liability applies to any act done or omitted in
good faith in conformity with any rule , form or
order of the commissioner , notwithstanding
that the rule, form or order may later be
amended or rescinded or be determined to be
invalid for any reason ;

History : 1981 c 53 s 43 .'

551 .64 Administrative files and opinions.. (1)
A document is, filed when it is received by the
commissioner or, if" auhhorized under s . 551 .32
(1)" (a), an organization designatedd by the
commissioner :

(2) The commissioner shall keep a register of
all licenses and registration statements which
are or have ever been effective under this chap-
ter and predecessor laws and all denial, suspen-
sion or revocation orders which have been
entered under this chapter and predecessor
laws. The register shall be open for public
inspection. .

( 3) The information contained in or filed with
any registration statement, application or re-
port shall be made available to the public in
accordance with rules adopted by the
commissioner .

(4) The commissioner upon request shall
furnish to any person at a reasonable charge
photostatic or other copies, certified under the
commissioner's seal of office, if' certification is
requested, of any entry in the register or any
order or other document on file in the commis-
sioner's office Any copy so certified is admissi-
ble in evidence under s. 889 . .18..

(5) The commissioner may honor requests
from interested persons for interpretative
opinions . .

History : 1981 c 53 ss, 40, 4 .3 .
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551 .66 Scope of chapter. (1) The provisions either party is then present in this state, when
of this chapter concerning sales and offers to the offeree directs it to the offeror in this state
sell apply when a sale or offer to sell is made in reasonably believing the offeror to be in this
this state or when an offer to purchase is made state and it is received by the offexor in this
and accepted in this state .. The provisions state .e
concerning purchases and offers to purchase (4) An offer to sell or to purchase is not made
apply when a purchase or offer to purchase is in this state when the publisher circulates or
made in this state or' an offer to sell is made and there is circulated on the publisher's behalf' in
accepted in this state this state any bona fide newspaper or other

(2) For the purpose of"this section, an offer to publication of general ; regular and paid circula-
sell or to purchase is made in this state, whether tion which is not published in this state, or a
or not either party is then, present in this state, radio or television program originating outsidewhen the offer originates from this state or is this state is received in this state

:directed by the offeror to this state and received xistoiy : 1971 c 84 ; 1981 c 53
by the offeree in this state, but for the purpose this section focuses on locus of certain actions, regardless
of 's 55121, , an offer to sell which is not directed of either party's presence .. F eiUer v Midas Associates, 418 F
to or received by the offeree in this state is not Supp . 735
made in this state :

(3) For the purpose of this section ; an offer' to 551 . 67 Statutory policy . This chapter shall be
purchase or to sell is accepted in this state when so construed as to ef'f'ectuate its general purpose
acceptance is communicated to the offeror in to make uniformm the law of those states which
this state, and has not previously been commu- enact the "Uniform Securities Act" and to
nicated to the offeror, ora l ly or in writing, coordinate the interpretation and administca-
outside thiss state; and acceptancee is communi- tion 'of' this chapter with related federal
rated to the offeror in this state, whether or not regulation ...
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