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CHAPTER 551

WISCONSIN UNIFORM SECURITIES LAW
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SUBCHAPTERI (d) An executor administratgr guardian, conservator or
pledgee;
TITLE AND DEFINITIONS (e) A person whosdealings in securities are limited to transac

tionsexempt by s551.23 (5)

551.01 Short title. This chapter shall be known and may be (f) A person licensed as a real estate broker undd5efand

cited as the “Wsconsin Uniform Securities Law”. whosetransactions in securities are isolated transactions irciden
tal to that business; or

551.02 Definitions. In this chapterunless the context other  (g) The investment board; or

wiserequires: _ _ (h) Other persons not within the intent of this subsection whom
(1) “Advertising” means any circulaprospectus, advertise the division by rule or order designates.
mentor other material or any communication by radio, television, (4) “Division” means the division of securities.

picturesor similar means used in connectiwith a sale or pur B o . .
(4g) “Federalcovered adviser” mearsperson who is regis

chaseo“r an of?r to sell or pgrch gse any security teredunder section 203 of tHavestment Advisers Act of 1940.
(2) “Agent” means any individual other than a broker—dealer

who represents a broker-dealer or issuerfiecting or attempting __(47) “Federalcovered security” mearany security that is a

to effect transactions in securities. A partnefficer or director CcOveredsecurity under section 18 (b) of the Securities Act of 1933
of a broker—dealer or issy@r a person occupying a similar statu§' régulations promulgated under that act.

or performingsimilar functions, is an agent if he or she is within (5) “Fraud”, “deceit” and “defraud” are not limited to cem
this definition. “Agent”does not include an individual who repre mon law deceit.

sentsan issuer in doing any of the following: (6) “Guaranteed” means guaranteed as to payment of princi
(a) Effecting transactioni a security exempted by%51.22  pal, interest or dividends.
(b) Effecting transactions exempted by551.23 otherthan (7) “Investmentadviser” means any person who, for ecom

transactionsexempted under £51.23 (8) (g) (10) or (19) in  pensation,engages in théusiness of advising others, either
which the individual receives a commissionother remuneration directly or through publications, writings or electronic means, as
directly or indirectly for soliciting or selling to any person in thigo the value of securities @s to the advisability of investing in,
state. purchasingor selling securities, or who, faompensation and as

(c) Effecting other transactions if no commission or othex part of aregular business, issues or promulgates analyses or
remuneratioris paid or given directly or indirectly for soliciting reports concerningsecurities. “Investment adviser” does not
any person in this state. includeany of the following:

(3) “Broker—dealer’'means any person engaged in the-busi (a) A bank, savings institution or trust company
nessof efecting transactions in securities for tecount of others  (p) A lawyer accountant, engineer teacher whose perfor

or for the persors own account. “Broker-dealer" does noinanceof these services is solely incidentialtthe practice of his

include: or her profession.
(a) An agent; (c) A broker—dealer or agent whose performance of these ser
(b) Anissuer, vicesis solely incidental to theonduct of his or her business as

(c) A bank, savings institution or trust compawheneffect- abroker—dealer oagent and who receives no special compensa
ing transactions for its own account or as agent un@&ds31 (5) tion for them.

Wisconsin Statutes Archive.


https://docs.legis.wisconsin.gov/document/statutes/1997/551.01
https://docs.legis.wisconsin.gov/document/statutes/1997/551.02
https://docs.legis.wisconsin.gov/document/statutes/1997/551.21
https://docs.legis.wisconsin.gov/document/statutes/1997/551.22
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23
https://docs.legis.wisconsin.gov/document/statutes/1997/551.24
https://docs.legis.wisconsin.gov/document/statutes/1997/551.25
https://docs.legis.wisconsin.gov/document/statutes/1997/551.26
https://docs.legis.wisconsin.gov/document/statutes/1997/551.27
https://docs.legis.wisconsin.gov/document/statutes/1997/551.28
https://docs.legis.wisconsin.gov/document/statutes/1997/551.29
https://docs.legis.wisconsin.gov/document/statutes/1997/551.31
https://docs.legis.wisconsin.gov/document/statutes/1997/551.32
https://docs.legis.wisconsin.gov/document/statutes/1997/551.33
https://docs.legis.wisconsin.gov/document/statutes/1997/551.34
https://docs.legis.wisconsin.gov/document/statutes/1997/551.41
https://docs.legis.wisconsin.gov/document/statutes/1997/551.42
https://docs.legis.wisconsin.gov/document/statutes/1997/551.43
https://docs.legis.wisconsin.gov/document/statutes/1997/551.44
https://docs.legis.wisconsin.gov/document/statutes/1997/551.51
https://docs.legis.wisconsin.gov/document/statutes/1997/551.52
https://docs.legis.wisconsin.gov/document/statutes/1997/551.53
https://docs.legis.wisconsin.gov/document/statutes/1997/551.54
https://docs.legis.wisconsin.gov/document/statutes/1997/551.55
https://docs.legis.wisconsin.gov/document/statutes/1997/551.56
https://docs.legis.wisconsin.gov/document/statutes/1997/551.57
https://docs.legis.wisconsin.gov/document/statutes/1997/551.58
https://docs.legis.wisconsin.gov/document/statutes/1997/551.59
https://docs.legis.wisconsin.gov/document/statutes/1997/551.60
https://docs.legis.wisconsin.gov/document/statutes/1997/551.605
https://docs.legis.wisconsin.gov/document/statutes/1997/551.61
https://docs.legis.wisconsin.gov/document/statutes/1997/551.62
https://docs.legis.wisconsin.gov/document/statutes/1997/551.63
https://docs.legis.wisconsin.gov/document/statutes/1997/551.64
https://docs.legis.wisconsin.gov/document/statutes/1997/551.65
https://docs.legis.wisconsin.gov/document/statutes/1997/551.66
https://docs.legis.wisconsin.gov/document/statutes/1997/551.67
https://docs.legis.wisconsin.gov/document/statutes/1997/551.22
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(g)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(10)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(19)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.31(5)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(5)
https://docs.legis.wisconsin.gov/document/statutes/1997/ch.%20452

551.02 SECURITIES LAW Updated 97-98Wis. Stats. Database 2

(d) A publisher of any bona fide newspapaews magazine sameor another issugis considered to include anfef of the

or business or financial publication with a regular and paid ciothersecurity

culationor a publisher of any securities advisory newsletter with (e) The terms defineéh this subsection do not include any

aregular and paid circulation which does not provide advice f@nafide pledge or loan of a security

subscribersn their specific investment situation. (f) A securities broker-dealer or agent whieett a brokered
(e) The investment board. securities transaction énsideredo have d&cted a sale or pur
(ed) A federal covered adviseunless the federal coveredchaseof a security

adviseris required to become licensed or qualify for an exclusion (12) “SecuritiesAct of 1933", “ Securities Exchange Act of

or exemption from licensure underss1.32 (1m) (c) 1934",“ Investment Company Act of 1940"|nvestment Advis
(eh) A person who is excluded from the definition of “investersAct of 1940” and “ Internal Revenue Code” mean the federal

mentadviser” under section 202 (a)lljlof the Investment Adwvis statutesof those names as amended on January 1, 1998, including

ersAct of 1940. suchlater amendments as the division determaresnot incon

(em) An investment adviser representative. sistent with the purpose of this chapter

(f) Other persons netithin the intent of this subsection whom  (13) (a) “Security” means any stockreasury stock; note;
the division by rule or order designates. bond; debenture; evidence of indebtedness; share of beneficial

B}terestin a business trust; certificate of interest or participation
in any profit sharing agreement; collateral trust certificate; preor
nizationsubscription; transferabkhare; investment contract;
mmodityfutures contract; voting trusertificate; certificate of

(7m) (a) “Investment adviser representative” means any
the following, unless excluded under pé):

1. A supervised person, as defined by the division by rule,%g1

aninvestment adviser a federal covered advisemless one of gepositfor a security; limited partnership interest; certificate of
the following applies: B ~interestor participation in an oil, gas or mining title or leasénor
a. Not more than a percentage, specified by the division pgyments out of production under such a title or leasé) gen
rule, of the clients of the supervised person are natural pers@fgl, any interest or instrument commonly known as or having the
who are not excepted persons, as defined by the division by rgiidentsof a security or déred in the manner in which securities
b. The supervised person does mota regular basis, solicit, areoffered; or any certificate of interest or participation in, tempo
meetwith or otherwise communicate with clients of the investary or interim certificate fqrreceipt for guarantee of or option,

mentadviser or federal covered adviser warrantor right to subscribe to or purchase or sell, any ofdie
c. The supervised person provides only impersonal inve§0!Ng.
mentadvice, as defined by the division by rule. (b) “Security” does not include any fixed or variable insurance

2. A 3rd-party solicitgras defined by the division by rule. of endowment policy or annuigontract under which an insurer
(b) “Investment adviserepresentative” does not include anyPromisesio pay money either in a lump sum or periodically for life
person excluded by the division by rule or order or some other specified period; any beneficial interest in any vol

8) | ,, ho i . __untaryinter vivos trust not created ftre purpose of carrying on
(8) “Issuer” means anperson who issues or proposes 10 issug,y b siness or solely fahe purpose of voting; or any beneficial

anysecurity and any promoter whots for an issuer to be formed;narestin any testamentary trust; or any memsénterest that
except: - _ . includesall of the rights set forth in £83.0102 (1) in a limited
~ (a) With respect to certificates of deposit or trust certificategability company oganized under ch.83if the aggregate num
“issuer” means the person performitige acts and assuming theper of members of the limited liability comparsfter the interest
dutiesof depositormanager or trustee pursuant to the provisionssold, does not exceed Had the articles of ganization do not
of the trust or other instrument under which the security is issuggstmanagement of the limited liability company in one or more
and managers.

(b) With respect to certificates of interestparticipation in oil, (c) Except as provided in pdb), “security” is presumed to
gasor mining titles or leases, “issuemieans the owner of any includea membes interest ira limited liability company aya-
suchtitle or lease who creates fractional interests therein for pwized under ch183 f the articles of aganization vest manage

posesof sale. mentof the limited liability company in, or if the operatiagree
(9) “Nonissuer’means not directly or indirectly for the benement delegates the essential manageredponsibility of the
fit of the issuer limited liability company to, one or more managers who are not

(10) “Person”means an individual, a corporation, a partnefembersor if the aggregate number of members of tbe Iimi_teg
ship,an association, a joistock companya trust where the inter liability companyafter the interest is sold, exceeds 35. “Security
ests of the beneficiariegse evidenced by a SECUIW] unincorpo IS presumed not to include a memkénterest in a limited ||ab|||ty

rated organization, a government, a political subdivision of 80mpanyorganized under chl83 if the aggregate numberf
governmenbr any other entity memberf the limitedliability company after the interest is sold,

(11) (a) “Sale” or “sell” includes every sale, disposition doesnot exceed 35 and the articles ofjamization do not vest

exchangeand every contract of sale of, or contract to sell, a-sedfjanagemenof the limited liability company in, nor does the
rity or interest in a security for value. operatingagreement delegate the essential managespbnsibi

. liti f the limited liabili
(b) “Offer” or “offer to sell” includes every attemet offer to ities of the limited liability company to one or more managers

) RO .. who are not members.
seI_I or dlsp_ose of, or _soI|C|tat|0n of anferf to purc_hase, a security (14) “State” means any state, territory or possession of the
or interest in a security for value, but does not include sohmtaugpn y ’ yorp

- _ . h o ited States, the District of Columbia and Puerto Rico.
by a licensed broker—dealer of tentatreservations of securities History: 1971 ¢. 841977 . 1441979 ¢. 103,236 (3) 1981 c. 5351 04, 43

which shall not be binding upon the purchaser until ratified by th@gsa. 87216 1985 a. 381991 a, 1451993 a. 12; 1995 a. 27356 400, 1997 a.
purchasesfter the securities may legally be sold. 316

; B f ; Profit sharing agreement between management and labor in exchange for wage
(C) Any securitygiven or delivered with, or as a bonus OQ ncessionsvas not a securityFore My Express, Inc..\Bast, 178 W (2d) 69305

accountof, any purchase of securities or any other thing is consily (2d) 408 (Ct. App. 1993).
eredto constitute panf the subject of the purchase and to haveWwnherecertificate of stock was mailed to plaifitii Wisconsin, and extensive
beenoffered and sold for value solicitation was conducted by defendants is&nsin, it qualified as afoffer”
’ . within (11) (b). Since securities were neither registered isc@sin nor exempt
(d) Every saleor offer of a warrant or right to purchase or subfrom registration, plaintifwas entitled to rescind transaction and recover purchase
scribeto another security of the same or another issisavell as price of securities plus costs. HardtkeLove Tree Corp. 386 F Supp. 1085.

; B ; “Offer to sell” under (1) (b) occurred when defendant gave unexecpéether
everysale or dfer of a security which gives the holder a prese@ﬁipagreement to plainfifthus implicitly inviting plaintif to return it completed as

or future right or privilege to convert into another security of th@ form and amount. Feitler Midas Associates, 418 F Supp. 735.

Wisconsin Statutes Archive.


https://docs.legis.wisconsin.gov/document/statutes/1997/551.32(1m)(c)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.02(7m)(b)
https://docs.legis.wisconsin.gov/document/statutes/1997/183.0102(11)
https://docs.legis.wisconsin.gov/document/statutes/1997/ch.%20183
https://docs.legis.wisconsin.gov/document/statutes/1997/551.02(13)(b)
https://docs.legis.wisconsin.gov/document/statutes/1997/ch.%20183
https://docs.legis.wisconsin.gov/document/statutes/1997/ch.%20183
https://docs.legis.wisconsin.gov/document/acts/1971/84
https://docs.legis.wisconsin.gov/document/acts/1977/144
https://docs.legis.wisconsin.gov/document/acts/1979/102
https://docs.legis.wisconsin.gov/document/acts/1979/102,%20s.%20236
https://docs.legis.wisconsin.gov/document/acts/1981/53
https://docs.legis.wisconsin.gov/document/acts/1981/53,%20s.%201
https://docs.legis.wisconsin.gov/document/acts/1981/53,%20s.%204
https://docs.legis.wisconsin.gov/document/acts/1981/53,%20s.%2043
https://docs.legis.wisconsin.gov/document/acts/1983/87
https://docs.legis.wisconsin.gov/document/acts/1983/216
https://docs.legis.wisconsin.gov/document/acts/1985/38
https://docs.legis.wisconsin.gov/document/acts/1991/145
https://docs.legis.wisconsin.gov/document/acts/1993/112
https://docs.legis.wisconsin.gov/document/acts/1995/27
https://docs.legis.wisconsin.gov/document/acts/1995/356
https://docs.legis.wisconsin.gov/document/acts/1995/400
https://docs.legis.wisconsin.gov/document/acts/1997/316
https://docs.legis.wisconsin.gov/document/acts/1997/316

3 Updated 97-98Wis. Stats. Database SECURITIES LAW 551.22

Stateand federal regulation of condominiums. Minahan, 58 MLR 55. 2. That the enforceability of the letter of credit would not be
Sev’;ﬁfg&?es AMembes Interest in an LLC Become a Security? Briskds.Waw  materially afected by the filing of a petition under federal bank
ruptcy law with respect to the enterprise or any person obligated
to reimburse the bank, savings bank or a savings and loan associa

SUBCHAPTERII tion for payments made under the letter of credit.
(2) Any security excluding a revenue obligation, issued
REGISTRATION AND NOTICE FILING guaranteedy Canada, any Canadian province, any political sub
PROCEDURES; SECURITIES division of any such province, any agencyoorporate or other

instrumentalityof one or more of the foregoing, or any other for
551.21 Registration requirement. (1) It is unlawful for €igngovernment with which the United States currentgintains
any person to dér or sell any security in this state unless at leadtplomaticrelations, if the security is recognized as a valiiga

oneof the following conditions is met: tion by the issuer or guarantor . . .
(@) The security is registered under this chapter (3) Any security issued by and representing an interest in or
adebt of, oguaranteed hyany bank aganized under the laws of

(b) The security ofransaction is exempted undebS1.220or . . Lo
551.23 the United States, oany bank, savings institution or trust com

panyorganized under the laws of any state and subjaeigola
. : ; ... tion in respect of the issuanoe guarantee of its securities by a
(2) It is unlawful for any issuer or registrant of any securiti P g y

\ " : e§overnmentalsluthority of that state.
registeredunder this chapteor any person in control of or con o . . .
trolled by or under common control with the issuer or registrant, (4) Any security issued by and representing an interest in or
to offer or sell any of the registered securities in this state if tRelebt of, or guaranteed bgny federal savings bank federal
issueror registrant is in violation of this chapter any rule under Savingsand loan association, or any savings bangavings and
this chapteror any order under this chapter of which he or she H@&n or similar associationrganized under the laws of any state
notice, or if theregistration statement relating to the securities, a8dlicensed to do business in this statat, not including the capi
of the date of such f&fr or sale, is incomplete in amgaterial tal stock of a state-chartered capital stock savings baskvorgs
respecbr contains any statement whisHalse or misleading with andloan association.
respecto any material fact. (5) Any security issued or guaranteed by any federal credit

History: 1971 c. 841981 c. 53.43; 1985 a. 381995 a. 3561997 a. 316 union, or any credit union or similar associatioyamnized and

See note to 551.02, citing Ha(dtkd_mve Tree Corp. 386 F Supp. 1085. supervisedunder the laws of this state.

Registratiorand reporting requirements for exempt transactions discussed. Feifler o .
v. Midas Associates, 418 F Supp. 735. (6) Any security issued or guaranteed dyy railroad, other

G Th‘f(ﬁ”a'?fg‘g of corporate expansidmough industrial revenue bonds. Mulcahy commoncarriey public service corporation, public utility or pub
usziowsK : lic utility holding companywhich is subject to regulation in

551.22 Exempt securities. The following securities are respectof the jssuance or guarantee of the security by a govern
exemptfrom registration under §51.21 (1) mentalauthority of the United States, any state, Canada or any

(1) (a) Any security including a revenue obligation, issued of-@nadiarprovince. o _
guaranteedby the United States, any state, any politeaddivi ~ (7) Any security listed, or approved for listing upon notofe
sionof astate or any agency or corporate or other instrumentaligguanceon a securities exchange designated by rule of the divi
of one or more of théoregoing; or any certificate of deposit forsion, subject to rules that the division may promulgate under this
any of the foregoing; but any revenue obligation payable frosubsectionany security of the same issuer which is of senior or
paymentgo bemade in respect of property or money used undsubstantiallyequal rank to the securitysted, designated or
a lease, sale or loan arrangembgtor for a nongovernmental approvedor listing or designation; any security called fordna
industrialor commercial enterprise is exemptedy as provided scriptionrights or warrants so listed, approved or designated; or
underpar (b). A security other than a security issued or guararanywarrantor right to purchase or subscribe to any of the forego
teedby the United States or an agency or corporate instrurentad.

ity of the United States and other than a revenue obligation, is(8) Any security issuetb its members by a domestic corpora
exemptunder this Zubsect(ljc_m only if the ﬁswefnnanmal state o organized and operated not for private profit but exclusively
mentsare prepared according to generally accepbunting - ¢, refigious, educational, benevolent, charitable, fratesuaial,
principlesor guidelines which the division designates by rule. athleticor reformatory purposes; and any evidences ofidsbed

(b) Unless subject to a letter of credit of a bank, savings bag any such corporation to nonmembersampliance with rules
or savings and loan associationmevided in this paragraph, aadoptedby the division.

revenueobligation of an issuer specified under. paythat is pay
ablefrom payments to be made in respect of propertnaney
usedunder a leasesale or loan arrangement by or for a nong

(c) The security is a federal covered security

(9) Any commercial paper meetirthe requirements estab
o\}ished by rule of the division and which arises out of a current

ernmentaindustrial orcommercial enterprise is exempted Subje#{ansactlomr the proceeds of which have been or are to be used
to rules adopted by the division. A revenue obligaticexismpt 107 current transactions, and which _ewdences an ob_llgatlon to pay
from any filing under the rules of the divisionitiis the subject of cashwithin 9 months of the date of issuance, exclusive of days of
anirrevocable letter of credit from a bank, savibgsk or savings 9race,or any renewal of such paper which is likewise limited, or
andloan association in favor tiblders of the revenue obligationsany guarantee of such paper or of any such renewal.
providing for payment of all principal ahe revenue obligations  (10) Any investmentontract or other security issued in €on
and all accrued and unpaid interest to thete of an event of nectionwith an employes stock purchase, savings, pension, profit
default on the revenue obligations, and the letter of credit sharingor similar benefit plaif, in the case of plans which are not
accompaniedy an opinion of counsel stating: qualified under sectiod01 of the internal revenue code and which

1. a. That payment of debt service will monstitute a prefer providefor contribution by employes, theiefiled with the divi
enceunder federal bankruptcy law if a petition in bankruptityh ~ sionprior to any ofer or salea notice specifying the terms of the
respecto the enterprise is filed; or planand any additional information required undes%l.24 (6)

b. Thatthe letter of credit will provide for reimbursement tcand the division does not by order disallow the exemption within
holdersof the revenue obligations if they are required by order &0 days after the date of filing the notice ibadditional informa
a federal bankruptcy court to disger as a preference any paytion is required under $51.24 (6) within 10 days after the date
mentof a debt service; and of filing that information.
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(11) Any shares of common stock issued by a service corporaortgage deed of trust or agreement, together witithe bonds
tion organized under s480.1901to 180.1921 or other evidences of indebtednassured therebis ofered and
(12) Any securitiesof a cooperative corporationgamized Soldas a unit.
underch. 185 (6) Any judicial sale or anyransaction by an executadmin
(13) Any option to put or call any outstanding security trandstrator,sherif, marshal, receivetrustee in bankrupteguardian
actionsin which are exempted under5§1.23 (3) or conservator
(14) Any securityissued by a licensed broker—dealer to its (7) Any transaction executed laybona fide pledgee without
officers, partners or employes, subject to rules adopyetie divi ~ any purpose of evading this chapter
sion. (8) Any offer or sale of a security to any of the following:
(15) Any contract for the sale or purchase of a commodity for (a) The issuer of the security
futuredelivery if it is tradedor executed on a contract market-des (p) A bank, savings institution, savings bank, crediton,

ignatedunder7 USC 7 trustcompanyinsurer broker—dealefinvestment advisefederal
(16) Contributionnotes issued under@l1.33 (2) (b)613.33 coveredadviser or savings and loan association, if the purchaser
(2) or 614.33 and any debt securities approved by the commisr prospectivepurchaser is acting for itself or as trustee with
sionerof insurance and issued unde6%1.75 (2)in connection investmentontrol.
with the conversion of a stock insurance corporation to a mutual,(¢y An investmentompany as defined undes USC 80a-3
or under s613.750r614.76in connection wittthe conversion of o 5 pension or profit-sharing trust, except that der afr sale of
aservice insurance corporation or fraternal to a mutual. a security to a pension or profit-sharing trust or to an individual
(17) Any security as to which the division by rule or orderetirementplan,including a self-employed individual retirement
finds that registration is not necessary or appropriate for thean,is not exempt under thigaragraph unless the trust or plan is
protectionof investors. administeredby a bank, savings institution, savings basrkedit

History: 1971 c. 84260, 1973 c. 2651975 c. 3591977 c. 1441979 c. 1021981 union, trust Companyinsurer broker—dea|en'nvestmenadviser
€.531983a. 2161987 a. 27381, 1989 a. 303336, 1991 a. 145221, 1995 a. 27

356 1997 a. 316 federalcovered adviseor savings and loan association that has
investmentcontrol.

551.23 Exempt transactions. The following transactions  (d) This state or any of its agencies or political subdivisions.

areexempt from registration under551.21 (1) (e) The federal government or any of its agencies or instrumen
(1) Any isolated nonissuer transaction, whethefeactéd talities.

througha broker—dealer or not. (f) Any financial institution or institutional investor desig
(2) Any nonissuer transaction fe€ted by or through a natedby rule or order of the division.

licensedbroker—dealer pursuant to an unsolicited order fer o (9) An individual accredited investaas defined byule of the

purchasebut thedivision may by rule require that the records ofjjyision, if the issuer reasonably believes immediately before the
the broker—dealer confirm that the order deofo purchase was salethat the individuahccredited investpeither alone or with the
unsolicited. individual accredited investts representative, has such knowl
(3) Any sale of any outstanding security by or on behalf ofedgeand experience in financial and business matters as to be
personnot the issuer and not in control of the issuer or controlledpableof evaluating the merits and risks of the prospective
by the issuer or under common control with the issuer at a prie@estment.
reasonablyelated to the currembarket price if any of the follow (9) Any offer or sale of a preganization subscription, if no
ing conditions are met: commissionor otherremuneration is paid or given directly or
(a) The issuer has any securitiegistered under section 12 ofindirectly for soliciting any subscriber ithis state and no advertis
the Securities Exchange Act of 1934 or exempted fregistra  ing is published or circulated unless it has bpemmitted by the
tion by section 12 (g) (2) (G) dr2 (g) (3) of that act, or the issuerdivision, and if the subscription is not binding and no payment is
is an investment company registered under the Investment Canadeby anysubscriber until the securities subscribed for may
panyAct of 1940. legally be sold.

(b) Securities of the same class have been registered under thig0) Any offer or sale of its securities by an issuer having its
chapterunder a registration statement becomirfgative within - principal office in this state, if the aggregate number of persons
2 years preceding the sale and the registratias not been holdingdirectly or indirectly all of the issuersecurities, after the
revokedor suspended. securitiesto be issued are sold, does not exceed 15, exclusive of

(c) Securities of the same class have been registered undepgrsonsunder sub(8), if no commission or other remuneration is
SecuritiesAct of 1933 and there is filed with the division prior topaid or given directly oindirectly for soliciting any person in this
any offer or sale anotice of the proposed sale, other informatiostate,except to broker—dealers aadents licensed in this state,
asthe divisionby rule requires and any additional informatiorandif no advertising is published unless it has been permitted by
requiredunder s551.24 (6) and the division does not by orderthe division.
disallowthe exemption within 10 days aftitre date of filing the (11) (a) Any transaction pursuant to afiesfdirected by the
noticeor, if additional information is required under5§1.24 (6)  offeror to not more than 10 persons in this state, excluding persons
within 10 days after the date of filing that information. exemptunder sub(8) but including persons exempt under sub.

(d) The issuer or applicant files with the division such infermd10), during any period of 12 consecutive months, whetheobr
tion, and an undertaking fite such reports, as the division by rulehe oferor or any of the dérees is then present in this state, if the
requiresand any additional information requiradder s551.24 offeror reasonably believes that all the persons in this state are pur
(6), and the division does not by order disallow the exempti@hasingfor investment, and no commission or other remuneration
within 10 days after the date of filing such information requireid paid or given directly or indirectly for soliciting any person
by rule or if additional information is required undei561.24 (6) this state other than those exempt by $8).
within 10 days after the date of flllng that information. (b) The division may by rule or ordeas to any Security or

(4) Any transaction between the issuer or other person transactioror any type of security or transaction, withdraw or fur
whosebehalf the dering is made and an underwriter or amonther condition this exemption, or increase or decrease the number
underwriters. of offerees permitted, or waive the conditions in (&r and may

(5) Any transaction in a bond or other evidence of indebtefequirereports of sales under this exemption.
nesssecured by a real or chattel mortgage or deed of trust, or by(12) Any transaction pursuant to arfefto existing security
an agreement for the sale of real estate or chattels, if the enticdders of the issugother than an entity designated @51.52
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(2) (b), or of a corporation which, prido the ofer, owned sub of securities to be sold under this subsection and all securities of
stantiallyall of the voting stock of the issuer or whose controllingqualor prior rankto be outstanding immediately after such sale.
personsmganized the issuer for the purpose of ttierpif no com (16) Any offer, butnot a sale, of a security for which registra
missionor other remuneratioather than a standby commissionijon statements have been filed under both thispter and the

is paid or given directly or indirectly for soliciting any securitySecuritiesAct of 1933 if no stop order afenial order is in éct
holderin this state, and if, prior to anyfef or sale, the issuer files andno proceeding is pending under either.law

a notice specifying the terms of thefef, all other information (17" Any offer or sale of warrants for or rights to subscribe to
which the division by rule requires and any additional informatiogy,y security provided the sale of the security deliverable on-exer
requiredunder s551.24 (6) and the division does not by ordersise of the warrant or right is in compliance with this chapter
disallowthe exemption within 10 days aftitie date of filing the (18) Any other transaction as which the division by rule or

noticeor, if additional information is required under5§1.24 (6) 4 : o g
e . : : 3 rderfinds that registratiois not necessary or appropriate for the
within 10 days after the date of filing that information. In this Su%rotectionof investors.

section,“security holder” includes a person whbthe time of the - . .
transaction is a holder of convertible securities or nontransferabld19) (&) Any ofier or sale of securities made in reliance on the

warrantsor a holder of transferable warrants that are exercisal§€mption provided by Rule 505 of Regulation D under the-Secu

within not more tha®0 days of their issuance but does not includ&'€S Act of 1933and the conditions and definitions provided by

a person who at the time of the transaction is a holder of only tra! ;'??E’Oﬁ to 503 thereunollgf the ofer or sale alsfo satisfies the

ferablewarrants that are exercisable for more than 90 days afégditional conditions and limitations in pags) to (f). _

their issuance. (b) No commission or other remuneration may be paid or
(13) Any transaction incident to a classte by stockholders, diven.directly or indirectly to any person for soliciting or selling

pursuanto the articles of incorporation or the applicable corpord? 1Y PErson ithis state in reliance on the exemption under par

tion statute, on aeiger, consolidation, share exchange, reclassid) except to broker—dealers and agents licensed in this state or

fication of securities, or sale of corporate assets in consideratfgffmptirom licensure under §51.31 (1)

of the issuance of securities of another corporation; or any transac(C) 1. Unless the cause for disqualification is waived under

tion incident to a judicially approved regmization in which a subd.2., no exemption under p&g) is available for the securities

securityis issued in exchange for one or more outstanding sec@i an issuer unless the issuer did not know and in the exercise of

ties, claims or property interests, or partly in such exchange aif@sonableare could nohave known that any of the following
partly for cash. applyto any of the persons describedlihCFR230.262(a), (b)

(14) Any stock split and any stock dividehgt a corporation, ' ©): ' ) . .
andany share split or share dividend by a business trust, whether@. Theperson has filed a registration statement which is the
the corporation or business trust distributing theidend is the Subjectof an efective order entered against the issiteioficers,
issuer or not, if nothing of value is given for the dividend othélirectors, general partners, controlling persons ofiliafes
thanthe surrender dd right to a cash or property dividend whehhereof,pursuant to any stagefaw within 5 years before the filing

eachstockholder or shareholder may elect to take the dividend®f & notice required under p@) denying efiectiveness to, or sus
cashor property or in stock or shares. pendingor revoking the ééctiveness of, the registration state

(15) Any offer or sale of an evidence of debt issued by a eorp'?)]ent' , ,
ration organized and operated not for privaefit but exclu b. The person has been convicted of any felony or misde
sively for religious, educational, benevolent or charitable puf?€&norin connection with theffer, sale or purchase of any secu
posesif the security qualifies under this exemption, and if thefdy or franchise, or any felony involving fraud or deceit, including
hasbeen filed with the division prior to anyfef or sale a notice Putnotlimited to fogery embezzlement, obtaining moneyder
identifying the security and the basis of its qualification under thi@!SePretenses, larceny or conspiracy to defraud.
exemptiontogether with any further information as tthigision _C. The person is subject to arfeetive administrative order
by rule or order requires, and any additional information requir€ judgment entered by a state securities administrator within
unders.551.24 (6) and if the division does not by order disallowyearsbefore the filing of a notice required under.ge), which
the exemption within 10 days after the date of filing the notice dprohibits,denies or revokes the use of any exemption from securi
if additional information is required unde581.24 (6)within 10  ties registration, which prohibits tiansaction of business by the
daysafter the date of filing that information. The security qualPersonas a broker—dealer or agent, or which is based on fraud,
fies under this exemption if the issuer and any predecéss@ deceit,an untrue statement of a material facaoromission to
not defaulted within the current fiscal year or the 3 preceding figtatea material fact.
cal years in any fixed interestr principal obligation; and the d. The person is subject to any ordedgment or decree of
issuercomplies with rules of the division with respect to trusany court entered within 5 years before the filing of a notice
indenturesand the use of a prospectus; and the security qualifiesjuiredunder par(d), temporarily preliminarily or permanently
undereither of the following: restrainingor enjoining the person from engaging ircontinuing

(a) The issuer and its predecessors have not been in existé{Beconduct or practice in connection with théeafsale or pur
for 3 years, and the securities proposed to be sold are secureﬁf@imf any securityor the making of any falsiding with any
amortgage or deed of trust upon laaad buildings which is or State.
will become a first lien at or prior to the issuance of such evidences2. a. Any disqualification under this paragraptolving a
of debt or provision satisfactory to the division is mdde broker—dealeor agent is waived if the broker—dealer or agent is
impoundingthe proceeds from their sale until suiist lien is  or continues to be licensed in this state as a broker-dealer or agent
establishedand the total amount of sucecurities does not after notifying the division of the act or event causing disqualifica
exceed50% of the then fair market value of thed and buildings tion.
includedin such mortgage or deed of trust, less the amount of any b. The division may waive any disqualification under this
unpaidspecial assessment taxes; or paragraphupon a showing of good cause that it is not necessary

(b) The issuer or its predecessors haad an excess of reve underthe circumstances that use of the exemption be denied.
nuesover expenses, excluding interest expense, provision for(d) Not later than the earlier of the date which the first use
depreciatiorandextraordinary items, for each of the 2 fiscal yearsf an ofering document or the firstale is made in this state in
nextpreceding such &r or sale, or average net revenues for thelianceon the exemption under p4a), there is filed with the
last 3 fiscal years next preceding sucfepbr sale, of not less thandivision a notice comprised of f&fring material in compliance
1 1/2 times the aggregate annual interest requirements on the isgtle the requirements of Rule 5a@# Regulation D under the
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SecuritiesAct of 1933, a&completed Form D as prescribed by Ruléng documents in addition to the information specified BB4..27
503 of Regulation D under the Securities Act of 1933, and a f€&) and the consent to service of process required31s65(1):
of $200. Material amendments to théedhg document shall be  (a) Three copies of the latest form of prospefited under the
filed with the divisionnot later than the date of their first use in thigecuritiesAct of 1933.

state. o _ (b) If the division by rule or otherwise requires, a copy of the
(e) 1. Asto all sales in this state, the issuer shall reasonagyiclesof incorporation and bylaws or their substantial equiva
believeimmediately before making any sale that: lentscurrently in efect, a copy of any agreements with or among

a. The investment is suitable for the purchaser; and underwritersa copy of any indenture or other instrument govern

b. The purchaseeither alone or witthe purchaseés repre  ing the issuance of the security to be registered, and a specimen
sentative,has such knowledge and experience in financial a¢copy of the security
businessnatters aso be capable of evaluating the merits and risks (c) If the division requires, any other information, or copies of
of the prospective investment. any documents, filed under the Securities Act of 1933.

2. The failure to satisfy the condition§subd.1. as to a pur (d) An undertaking to forward all future amendmentshie
chasershall not afiect the availability of the exemption under.parfederalprospectus, other than an amendment which merely delays
(a) as to other purchasers. the effective date of the registration statement, not later than the

() The division mayby ordeyincrease thaumber of purchas first business day after they are forwarded to or filed with the secu
ersor waive any other conditions of the exemption under(ppr rities and exchange commission, or such longer period as the divi
for a particular dering. The division shall not require the filingsion permits.
of advertising_Jsed in connectipn with fefrs or sales in reliance  (3) (a) Unless waived in writing by the applicant before-fed
ontheexemption. The exemption may be revoked by order of thgalefiectiveness, a registration statement under this section auto
division, but only if the ofering constitutes or would constitide matically becomes éctive at the moment the federal registration
violation of s.551.31and notice thereof has been receivedhiey statemenbecomes ééctive if all of the following conditions are

issuer,or constitutes or would constitute a violation d651.41 met:
History: 1971 c. 841977 c. 1441979 c. 102.236 (3) 1981 c. 53%s.6, 7, 43;

1981c. 3141983 a. 2787, 216, 1985 a. 381987 a. 381403 1991 a. 145221, 1993 1. No stop order is in &dct and no proceeding is pending
a.67, 1995 a. 27356, 415 1997 a. 316 unders.551.28
See note to 551.02, citing HardtkeLove Tree Corp. 386 F Supp. 1085. 2. The registration statement has beariile with the division
Registratiorand reporting requirements for exempt transactions discussed. Felflgl; t t10d
v. Midas Associates, 418 F Supp. 735. atleas ays.
H_assecuritigslaw regulation in the private capital markets become a deterrentto 3. A statement of thmaximum and minimum proposedef
capitalgrowth: a critical review Coles, 58 MLR 395. ing prices and the maximum underwriting discounts and commis

sionshas been on file for 2 full business dayssuch shorter
period asthe division permits, and thefefing is made within
theselimitations.

(b) The registrant shall promptly notify the division by tele
oneor telegram of the date and time whba federal registra

on statement becamefeftive andthe content of the price
amendment,if any, and shall promptly file gost—efective
amendmentcontaining the information and documents in the
price amendment. “Price amendment” means the final federal

551.24 Exemption proceedings. (1) Thedivision may by
orderdeny or revoke any exemption undeb51.220r 551.23
with respect to a specified security or transaction.

(2) If the public interest and the protection of investors s
require,the division may by order summarily deny or revoke ar{?1
exemptionunder s551.220r 551.23with respect to a specified
securityor transaction. Upon entry of the ordibe divisionshall
serveupon all named parties a copfthe order and notify the par

ties of their right to reque_st a “e.a“”g- . amendmentwhich includes a statement of thefeving price,
(3) No order under this section may operate retroactively ,ngenyritingand selling discounts or commissions, amafnt
(4) A person who dérs or sells a security pursuant to amroceedsgonversion rates, call prices and other matiersen
exemptionunder s551.220r 551.23after the exemption is denieddentupon the dering price. Upon failure to receive the required
or revoked by an order ¢he division does not violate 551.21 notification and post-déctive amendment with respect tioe
(1) if: price amendment, the division may enter a stop ondéhout
(&) The person was not given notice of the order; and noticeor hearing, retroactively denyingettiveness to the regis
(b) The person sustains the burden of proof to establish thatt@ion statement or suspending itseetiveness until compliance
or she wasot given notice and did not know and, in the exercig@éth this subsection is fefcted, if the division promptipotifies
of reasonable care, could not have known of the order theregistrant by telephone or telegram of the issuance of the order
(5) In any proceeding under this chaptée burden of prov If the registrant proves compliance with the requirements of this
ing an exemption or an exception from a definitionpisn the per Subsectioras to notice and post-fettive amendment, the stop
sonclaiming it. order shall be vacated. The division may by rule or otherwise

; . i f the conditions specified in p@). If the federal reg
(6) With respect to an exemption undes51.220r 551.23 walveany o ; - )
thatis perfected if a noticer other information is filed with the istrationstatement becomed@dtive before all the conditions in

division and the division does not disallow the exemptiduin this subsection are satisfied and ttag not waived, the registra

p : o I e tion statement automatically becomefeefive as soon as all the
gégﬁﬂgiﬁ"ﬁ’;gg?ea&%?ﬁ cl;ltlilggr’ ggﬁ e?';ﬂ?é?%gmhgégi?ea%sat conditionsare satisfied. If the registrant advises the division of the

additionalinformation reasonably relatéd the ofering be filed. date when the federal registration statement is expechmtome

If the division requires additional information, the date by Whicgﬁective,the division shall promptly advise the registrant by-tele

the division may disallow the exemption is 10 dafter the date F; oneor telegram, at the registraiexpense, whether all the eon
of filing that information. itions are satisfied and whether the division then contemplates

History: 1971 c. 841975 c. 57199, 1981 c. 531985 a. 381987 a. 3811995  theinstitution of a proceeding undersh1.28 butthis advice by
a. 27 356 the divisiondoes not preclude the institution of such a proceeding
atany time.
551.25 Registration by coordination. (1) Registration by  History: 1981 c. 5%.43; 1983 a. 2161995 a. 271997 a. 316
coordinationmay be used for any security fohich a registration
statemenhas been filed undéhne Securities Act of 1933 in con 551.26 Registration by qualification. (1) Any security
nectionwith the same &éring and has not becomdestftive. may be registered by qualification.

(2) A registration statement under this secgball contain all (2) A registration statement under this section shall contain
of the following information and be accompankadthe follow theinformation specified in £51.27 (2) shall be accompanied
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by the consent to service of process required B$%5.65 (1)and formed copy of each contract be filed with the division of pre
shall contain such further information and be accompabhied servedfor any period up to 3 years.

such further documents as the division by rule or otherwise (10) The division may by rule or order impose other cendi

requires. For this purpose the division may classify issuers aigns under which a security registered dpyalification or coor

typesof securities. dinationmay be sold, ithese conditions are reasonable and in the
(3) Registrationunder this section becomedeetive when public interest.

thedivision so orders. If a registration statement has been on file(11) A registration statement isfeétive for one year from its
for at least 30 days aradl information required by the division haseffectivedate unless extended by rule or order of the division. All
been furnished, the person filing the statement may at any time dl@standingsecurities of the same class as a registered security are
awritten request that the division take action within 10 days falonsideredo be registered for the purpose of any transaction by
lowing the filing of such request. If a request is filed, and the divibr on behalf of a personot the issuer and not in control of the
sion takes no action within the period, the registration becomgsyeror controlled by the issuer or under common comith
effectiveat the end of the 10-day period. theissuerso long as theegistration statement isfetive, unless

(4) Thedivision may by rule or ordeequire as a condition of otherwiseprescribed by orderA registration statement may not
registrationunder this sectiothat a prospectus containing anybewithdrawn after its ééctive date ifany of the securities regis
designated part of th@formation contained in the registrationteredhave been sold in this state, unless permitted by rule or order
statemenbr filed with it be sent or given to each person to whowf the division. No registration statement ifeefive during the
anoffer is made before or concurrentijth the first written dier  time a stop order is in &fct under s551.28

madeto the person, otherwise than by mears piiblic advertise  (12) During the efective period ofa registration statement,
ment, by or for the account of the issuer or any other person g division may by rule or order require the person who filed the
whose behalf the dring is made, or by any underwriter orregistrationstatement to file reports, not more often than quar
broker—dealewho is ofering part of an unsold allotment or sub terly, to keep reasonably current the information contained in the
scriptiontaken by him or her as a participant in the distributionggistrationstatement and to disclose the progress obffieeing.
or the confirmation of any sale made by or for the accouahgf |f any of thesecurities registered have been sold in the state, the
person;or the payment pursuant to any sale; or the delivery of thiision may byrule or order extend the period for filing the
securitypursuant to any sale; whichever first occurs. reportsfor an additional period not exceeding 2 years ftbm
History: 1981 c. 531995 a. 27 datethe registratiolbecame déctive or the date of its last amend

551.27 General registration provisions. (1) A registra mentor extension.

tion statement may be filed by the issueny other person on ._(13) (&) Securities issued or guaranteed by an insurer autho
whosebehalf the dering is to bemade or a licensed broker—rlzed by the commissioner of insuranaw, by a person whose

dealerbut the division may in specific cases require that it be e>{?eUSineS$°nSiStS. principally of owning or controlling the seeuri
cutedk;y the issuer les of any such insuremay not be registeraalithout the prior

approvalof the commissioner of insurance. Issuance of ga-or

(2) Every registration statement shall specify: . nizationpermit under $511.13613.130r614.13constitutes such
(&) The amount of securities to bdesed in this state, the approvalfor the securities described in the permit, and alse pre
issueris not subject to $51.52 (1) (b) cludesapplication of s551.28 (1) (d)

_ (b) The states which a registration statement or application (h) No issuer which is being ganizedin this state or else

in connection with the ¢&dring has been or is to be filed; and wheresolely or partlyfor the purpose of ganizing a corporation
(c) Any adverse ordejudgment or decree entered in conneainderch.611, 613 or 614 may register or sell its securities in this

tion with the ofering by the regulatory authorities in any state mstateunless it obtains an ganization permit under €11.13

by any court or the securities and exchange commission, or &18.130r 614.13 No security may be registeredsmid in this

withdrawal of a registration statement or application relating tstateif thereis any representation that an insurer will gaoized

the offering. or purchased in this state withe proceeds of the sale, unless the
(3) Any document filed under this chapter opeedecessor iSsuerobtains an @anization permit under 611.13 613.13or

law within 5 years preceding the filing of a registration statemefi4.13

may be incorporated by reference in the registration statetment (14) A registration statement relating to securities issued by

the extent that the document is currently accurate. any class of financial institutions, which the division by rule deter
(4) Thedivision may by ruler otherwise permit the omissionmines, may be amended after ifeefive date so as to increase the

of any itemof information or document from any registratiorspecified amount of securities proposed to bdewfd. The
statement. amendmenbecomes é¢ctive when the division so orders.

(5) Thedivision may by rule or ordeequire as a condition of ~ (15) No warrant or right to purchase or subscribe to another
registrationand at the expense of the applicant or registrant, ti§gcurityand no security convertible into another security siell
a report by an accountant, engineappraiser or other profes registeredinless it appears to the division that both the warrant or
sionalperson be filed. The division may also designate one of tiight or convertible security and the securities deliverablthen
division’s employes to make axamination of the business ancexerciseof the warrant oright or conversion privilege comply
recordsof an issuer of securities for which a registration statemenith this chapter
hasbeen filed by qualification or coordination,the expense of _ History: 1971 c. 84260 1979 c. 1021981 c. 53s.10, 43,1983 a. 27216, 1987

. . a.381, 1995 a. 27356
the applicant or registrant. Blue sky law: Isthere merit in the merit requirements? Goodkind, 1976 WLR 79.

(6) In the case of a nonissuer distribution, information may not
berequired under £51.26 (2)or 551.27 (12unless it is known 551 28 Denial, suspension and revocation of registra -
to the person filing the registration statement or to the personstigihs. (1) The division may issue a stop order denygfigctive-
whosebehalf the distribution is to be made, or can be furnished hgssto, or suspending or revoking thdesftiveness of, any regis
themwithout unreasonablefeft or expense. tration statement if the division finds that the order is in the public
(8) The divisionmay by rule require that securities of desiginterestand that:
natedclasses shalbe issued under a trust indenture containing (a) The registration statement as of itkeefive date or as of
suchprovisions as the division determines. any earlier date in the case of an order denyifegtfeness, or
(9) Thedivision may by rule or ordeequire as a condition of anyamendment filed under 851.27 (14)s of its dfective date,
registrationthat any security registered be sold only on a specified any reportunder s551.27 (12)is incomplete in any material
form of subscription or sale contract, and that a signed or carspecbr contains any statement which was, in the light of the cir
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cumstancesinder which it was made, false or misleading wittheissuey be accompanied by a form containing itifermation
respecto any material fact; specifiedby the division by rule. If &lling is required under this

(b) Any provision of this chapter or any rueder or condition Paragraphthe filing shall be accompanied by a consent to service
lawfully imposed undethis chapter has been wilfully violated, inof process signed by the issuer andotice filing fee under s.
connectiorwith the ofering, by the persofiling the registration 551.52(1) (a) Any notice filing required under this paragraph is
statementthe issuerany partnerofficer or director of the issuer effectiveupon receipt by the division of the documents and fees
anyperson occupying a similar status or performing similar-funtequiredunder this paragraph, or upon thieetiveness of the reg
tions, or anyperson directly or indirectly controlling or controlledistrationstatement under the Securitiést of 1933, whichever is
by the issuerbut only if the person filing the registration statemen@ter.
is directly or indirectly controlled by the issuer; or any broker— (b) After the initial ofer of afederal covered security in this
dealeror other person involved directly or indirectly in théeof  state,a copy of each document that is part of an amendment to its
ing; registration statement filed with the federal securities and

(c) The securities are thaubject of an administrative stopexchangecommission under the Securities A¢t1933, concur
orderor similar order or a permanent or temporary injunction ééntwith the federal filing, which mat the option of the issyer
any court of competent jurisdiction entered under any other fdi accompanied by a form containing the information spedifjed
eralor state acapplicable to the &ring, but the division may not thedivision by rule. If a filing is required under this paragraph and
institutea proceeding against arfesftive registration statementtheamendment relates either to a name change of the, issizer
underthis paragraph more than one year ftbmdate of the order changen the designation of the federal covered segutisfiling
or injunction relied on, and the division may not enter an ordehallbe accompanied by a fee in the amount prescribed by the rule
underthis paragraph on the basis of an order or injunction entegdorder requiring the filing. Unless the issuer requests a later
under any other state act unless that order or injunatishbased effectivedate, an amendment filing required under this paragraph
on facts which would currently constitute a ground for a stop ordéreffective upon receipt by the division of the documentsfaes
underthis section; requiredunder this paragraph.

(d) The issues enterprise or method of business includes or (c) For a unit investment trust olosed—end investment cem
would include activities which are illegal where performed; panyto extend its déring beyond a one-year period, a notice of

(e) The issuance or saé the securities has worked or tende@Xtensiontogether with any filing fee prescribed by rule or order
to work a fraud upon purchasers or would so operate; atthe time prescribed by rule or order

(g) The applicant or registrant has faitedpay the proper fil  (1m) If the division promulgates rules under s(t.(c) for
ing fee; but the division may enter only a denial order under tigit investment trusts or closed—end investment companies, the

paragraphand the division shall vacate any such order vthen division shall restate in those rules the statutory annual reporting
deficiency has been corrected:; andfee requirements that aapplicable to an open—end manage

(h) Advertising prohibited by $51.53has been used on ment company or a face amount certificatempany under s.
nectionwith the sale or déring of the securities; or 55%52\(,3_)'[&) 2. 1o a federal q ity thatd g

(2) The division may not institute a stop order proceedin _ With respect 1o a federal covered security thatog\eere
againstan efective registration statement on the basis of a fact gcurity under section 18 (b) (4) (D) of the Securiiesof 1933,
transaction known to thaivision when the registration statemenfhedivision may by rule or ordemequire the issuer to file a notice

becameeffective unless the proceedingiistituted within 180 Cconsistingof a completed Forr as prescribed by Rule 503 of
daysafter the dctive date. RegulationD under the Securities Act of 1933, signed by the

. . . " jssuer,not later than 15 days after the first sale of the federal cov
(3) In a proceeding for registration by qualification, the applfe(éi—idsecurity in this state. Any filing required under this subsec

cantor registrant has the burden of satisfying the requirements . - >
sub.(1). In aproceeding for registration by coordination, the«nliv?tI shall be accompanied by a fee in the amount prescribed by the

. S f e or order requiring the filingThe filing shall be ééctive upon
i;)l?sg;fnbhn?e?;{gg?nosfu%%abhsmng the existence of one of {@ eiptby the division of the filing and the fee.

(4) If the public interest and the protection of investors sg (3) With drespectt_ to algedgral covzredf fﬁcusnty thf"t‘.ta SVKI’(;.!df
require, the division mayby order summarily denypostpone, securityunder section (b) (r (4) of the Securities Act o

suspencbr revoke the éctiveness ofhe registration statement.1933'tfhe div_igion mayby rulehor gl_rd_elfrequirfe the ‘:;"”9' for puf'fl g
Upon the entry of the ordetthe division shall serve upon allPoseof providing notice to the division, of any document file

: : ; ith the federakecuritiesand exchange commission under the
ﬂgmﬁgﬁzgfess?g ?]Fe)ér?rf]éhe order and notify the parties of th e] Securities Acbf 1933, together with a fee prescribed in the

(5) No stop ordemay be entered under this section, exceélféle or order The filing is efective upon receipt by the division

X ) : -~f the documents and fee required under the rule or.order
underSUb'(4)' unless s551.61 (1)'5 complled with and appropr NOTE: The bracketed “the “ is unnecessaryCorrective legislation is pend

ateprior notice is given to the applicant or registrant, the issur ing.

the person on whose behalf the securities are to be or have beept) To the extent not prohibited by federal |dfithe issuer of
offered. afederal covered security does not pay a fee required under this
(6) Thedivision may vacate or modify a stop orifahe divi  chaptemwith respect to that security and the nonpayment or under
sion finds that the conditions which prompted its entry haveaymentof that fee has not been remedied within 10 days of
changedr that it is otherwise in the public interest to do so. receiptby the issuer of a written or electronically transmitted-noti
History: 1971 c. 841977 c. 1441981 c. 53s.11, 43, 1983a. 271993 a. 197  fication from thedivision, the federal covered security may not be
1995a. 27 356 PN i ; ;
Adverseconsequences of blue sky regulation of publierafg expenses. Mofsky OﬁerEd-O-r sold in this State- unless it is r_eglst_aueder this chapter
1972WLR 1010. ' or qualifies for an exemption from registration undesl.22or
551.23
551.29 Federal covered securities. (1) With respect to a (5) The division may issue an order suspendinfgrsfand
federalcovered security that is a covered security under sectionskfesof a federal covered security this state, except a federal
(b) (2) of the Securities Act of 1933, the division miay ruleor  coveredsecurity under section 18 (b) (1) of the Securities Act of
order,require the filing of any of the following: 1933,if the order is in the public interest and the division has rea
(a) Not later than the initial &#r of the federal covered securitysonto believe that thereas been a failure to comply with thissec
in this state, a copy of eadecument that is part of its registratiortion or a rule or order issued under this section. The division may
statemenfiled with the federal securities and exchange commissuean order suspendingfefs and sales of a federal covered
sionunder the Securities Act of 1933, which malythe option of securityin this state if the order is in the public interest and the

Wisconsin Statutes Archive.


https://docs.legis.wisconsin.gov/document/statutes/1997/551.53
https://docs.legis.wisconsin.gov/document/statutes/1997/551.28(1)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.28(1)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.28(4)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.61(1)
https://docs.legis.wisconsin.gov/document/acts/1971/84
https://docs.legis.wisconsin.gov/document/acts/1977/144
https://docs.legis.wisconsin.gov/document/acts/1981/53
https://docs.legis.wisconsin.gov/document/acts/1981/53,%20s.%2011
https://docs.legis.wisconsin.gov/document/acts/1981/53,%20s.%2043
https://docs.legis.wisconsin.gov/document/acts/1983/27
https://docs.legis.wisconsin.gov/document/acts/1993/197
https://docs.legis.wisconsin.gov/document/acts/1995/27
https://docs.legis.wisconsin.gov/document/acts/1995/356
https://docs.legis.wisconsin.gov/document/statutes/1997/551.52(1)(a)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.29(1)(c)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.52(1)(b)2.
https://docs.legis.wisconsin.gov/document/statutes/1997/551.22
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23

9 Updated 97-98Wis. Stats. Database SECURITIES LAW 551.31

division has reason to believe that the security is beirigas been (@) A person whdas licensed as a broker—dealer under this
offeredor sold in this state in violation of §51.41 chapter.
(6) Thedivision may by rule or orderwaive any requirement  (b) A person whosenly clients in this state are persons
underthis sectioror under rules promulgated, or orders issuedescribedunder s551.23 (8) (a}o (f).
unc_ierthls section. (c) A person who has no place of business indtiai® and, dur
History: 1997 a. 316 ing the preceding 12-month period, has not had more than 5 cli
entswho are residentsf this state, exclusive of clients described

SUBCHAPTERIII unders.551.23 (8) (a}o (f).
(3m) Unlessexempt from licensing under this subsection , it
LICENSING AND NOTICE FILING PROCEDURES: is unlawful for a person to transact business in this state as an

investment adviser representative for an investmelviser

BROKER-DEALERS, AGENTS, INVESTMENT ADVISERS unlesslicensed under this chapter as an investment adeipes

AND INVESTMENT ADVISER REPRESENATIVES sentative. All of the following persons are exempt from licensing
. . . - ) underthis subsection:
55131 Licensing ~and notice filing . requirements. (a) A person who is licensed as an agent under this chapter

(1) Unlessexempt from licensinginder this subsection, it is (b) A person whosenly clients in this state are persons
unlawful for any person tdransact business in this state as Bescribedunder s551.23 @) (a)o (f)

broker—dealemnless licensed undehis chapter as a broker— . s

dealer. Unless exempirom licensing under this subsection, itis () A person who has no place of business instiae and, der
unlawful for any person to transact business in this state as'3@the preceding 12-month period, has not had more than 5 cli
agentunless licensed under this chapter as an agenof @i fob entswho are residentsf this state, exclusive of clients described
lowing persons are exempt from licensing under this subsectiéftders.551.23 (8) (aJo (f).

() A person who éécts transactions ithis state exclusively  (4) (8) It is unlawful for any investmenadviser who is
for the account of or exclusively infefs tosell or sales to personsréquiredto be licensed under this chapter to employ an investment
specifiedin 5.551.23 (8) (ajo (f). adwserrepresentgtlveo represent _the investment a_dwsey in thl_s

(b) A person who gives a group presentation relating to jate, unless theinvestment adviser representative either is
issueror the securities of an issuer at a meeting or seminar Spggpns.edfor that investment adviser in this state or is a person
soredby a broker-dealdicensed under this chaptéfrthe person  describedunder sub(3my (@) (b) or (c). .
makesno solicitations, dfers or sales of the issusisecurities on ~ (b) It is unlawful for any person having a place of business
anindividual basis with any person in this state and if the perstgi¢atedin this state who is employed or supervisedbys assoei
doesnot in any other way transact business in this state as an agé@gd with, a federal covered advisdo act as an investment

(c) A person who represents a broker—dealerfectihgtrans adviserrepresentative in this state, unléiss investment adviser
actions,if the person meets tiiequirements under section 15 (hj€Presentativeeither is licensed in this state or is a person
(2) of the Securities Exchange Act of 1934 and the pessmanis ~ describedunder sub(3m) (a) (b) or (c).
actionsin this stateare limited to those transactions described in (c) 1. When an investment adviser representative licensed in
section 15 (h) (3) of the Securities Exchange Act of 1934.  this state employed by an investment adviser vghe@quired to

(2) (a) Itis unlawful for any broker—dealer or issuer to emplo€ licensed under this chapter terminates his or her employment,
anagent to represent it in this state unless at least one of the-foll8y¢ investmentdviser shall promptly file a notice with the divi

ing conditions is met: sion in accordance with rules promulgated by the division.
1. The agenis licensed for that broker—dealer or issuer in this 2. When an investment adviser representative licensibisin
state. stateemployed by a_federal covered _adwser terminates thsror
2. The agent is exempted from the licensing requiremef’Ployment, the investment adviser representatishall
undersub.(1). promptly file a notice with the division in accordance with rules
3. The agent is not requireshder sub(7) to obtain a separate Promulgateddy the division. _
licenseto represent that issuer (4m) It is unlawful for anyfederal covered adviser to transact

(b) Anagent may not at any time represent in this state mépé(estme_rjtadvi_sorybusiness in this state unless one of the fellow
thanone broker—dealer or issuer and may simultaneously rep N9 conditions is met:

resentboth a broker—dealer and an issustcept an agemhay (@) The federal covered advisernly clientswho are resi
representny of the following: dentsof this state are described undess1.23 (8) (ajo (f).

1. Licensed broker—dealegs issuers of securities registered (b) The federal covered adviser has no place of business in this
under this chapteor both,who are dfliated by direct or indirect state,and, during the preceding 12—-month period, the adviser has
commoncontrol. not had more than 5 clients who are residents of this state-exclu

2. More than one broker—dealer miore than one issyesr  Sive of clients described under51.23 (8) (ajJo (f).
both,if an application that complies with pée) is filed with the (c) The federal covered adviser has compligiti the notice
division and the division, in writing, permits the representationfiling provisions under $551.32 (1m)

(c) The division shall by rule specify the required contents and (5) A bank, savings institution or trust company not licensed
form of an application filed under pgb) 2. asa broker—dealer may execute orders for the purabresale of

(d) When an agent who is required to be licensed under sgg¢uritiesas agent for the purchaser or seller thereof in accordance
(1) terminates employment with a broker—dealer or issudger ~ With rules adopted by the division.
minatesthose activities which make that individual an agent, or (6) It is unlawful for any licensed broker—dealegent or
transfers employment betweericensed broker—dealers, theinvestmentadviseror any person directly or indirecitpntrolling
agent,the broker—dealer or the issuer shall promptly file a notieelicensed broker—dealer or investment adyitetransacbusk
in accordance with rules adopted by the division. nessin this statéf the licensee is in violation of this chapter any

(3) Unlessexempt from licensing under thésibsection, it is rule under this chapteor any order under this chapter of which
unlawful for a person to transact business in this state as an-invégt licensee or person has notice, or if the informationtained
mentadviser unless licensed under this chagsean investment in the licensee& or persors application for license, as of the date
adviser. All of the following persons are exempt from licensingof such transactions, is incomplete in any mategapect or is
underthis subsection: falseor misleading with respect to any material fact.

Wisconsin Statutes Archive.


https://docs.legis.wisconsin.gov/document/statutes/1997/551.41
https://docs.legis.wisconsin.gov/document/acts/1997/316
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(a)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(f)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.31(1)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.31(7)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.31(2)(c)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.31(2)(b)2.
https://docs.legis.wisconsin.gov/document/statutes/1997/551.31(1)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(a)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(f)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(a)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(f)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(a)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(f)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(a)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(f)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.31(3m)(a)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.31(3m)(b)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.31(3m)(c)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.31(3m)(a)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.31(3m)(b)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.31(3m)(c)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(a)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(f)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(a)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.23(8)(f)
https://docs.legis.wisconsin.gov/document/statutes/1997/551.32(1m)

551.31 SECURITIES LAW Updated 97-98Wis. Stats. Database 10

(7) An agent may make fafrs and sales of securities for moradivision within 30 days aftea response to a written request is
thanone issuer that is a limited partnership or for more than ofiled;
issuerthat is an investment company without obtaining a separate 3. |f an amendment to a pending application is filed, licensing
licensefor each limited partnership or investment company reprg effective 30 days after the amendment is filed; and
sentedby the agent if all of the following conditions aatisfied: 4. The division may by rule or order specify an earliézef

(a) The limited partnerships have the sagereeral partneor  tjve date.
theinvestment companies have the same investment adviser (Im) (a) If required under §51.31 (4m)a federal covered

(b) An application to amend tregents license to name eachgyisershall file with thedivision a notice filing together with the
additional limited partnership or investment company the feeprescribed undes.551.52 (2) The notice filing shall consist
agent'semployer is filed with and approved by the division beforgither of a notice filing form prescribed by the division by rule or
the agent makes anyfefs or sales in this state on behalf of thg copy of those documents that have been filed with the federal

aqu|:|onalgglltegfigl;gnerli?lgs? 'Qgigé?egtlg%gpaggﬂggl securitiesand exchange commission as the division, by rule or
istory: c. 84 c. 14¢ c. a. a. a. :
145, 1995 a. 27356 1997 a. 316 order,may require.

Violators of (1) and (3) are subject to strict liability; what constitutes transacting (b) An initial notice filing is efective upon receipt by the divi
businessas an investment advisor in violation of (3) discussed. Garréitie/Advi- ion of th men nd f r ir in. - A renewal
sory Services, Inc., 793 F (2d) 796 (1992). SO- 0 t e _dOCU e ts and fee qu e.d K)a) enewa

noticefiling is effective upon the expiration under sy¢8) (a) of

551.32 Licensing and notice filing procedure. (1) (a) the prior notice filing, or upon receipt by the division of thecu

A broker—dealeragent, investment adviser investment adviser Mentsand fee required under péa), whichever is later

representativenay obtain an initial or renewal license fifing (c) To the extent not prohibited by federal Jawfederal cov

with the division, or an granization which the division by rule ered'adwser for Wth a nonpayment or unde_rpayr_ne_nt of any

designatesan application together with a consent to service f¢quiredfee to the division has not been remedied within 10 days

procesaunder s551.65 (1) of the receipt by the adviser of written notification from the-divi
(b) An application under pag@) shall contain whatever infor S'O" of the nonpayment or underpayment, shall either become

mation the division byrule requires concerning the app”CSm,Ilcensedor qualify for an exclusion or exemption from licensure.

form and place of @anization, proposed method of doing busil e Written notification by the division under this paragraph may
H be transmitted electronically

nessand financial condition, the qualificatioasd business his - =0 ) . )
tory of the applicant, including, in the case of a broker-dealer (1) Thedivision shall cooperate with other securities admin
investmentadviser the qualifications and busindsistory of any istratorsand regulatoryauthorities to simplify and coordinate
partner officer, director or any person occupying a similar statuicenseapplication, notice filing and renewal procedures.
or performing similar functions or any controlling person, any (2) Beforeaction on an application the division may designate
injunction or administrative order or conviction ohsisdemeanor an employe to make an examinatiohthe books, records and
involving securities and any conviction affelony and any other affairs of the applicant at the applicamgxpense.
matters which the division determines are relevatti¢applica (3) A licensed broker—dealer or investment adviser filay
tion. Thedivision may by rule or order require an applicant for agn application for licensingf a successpand a federal covered
initial license to publish asnnouncement of the application inaqyisermay file a notice filing for a successahether or not the
oneor more specified newspapers published in this state. g ccessois then in existence, for the unexpired portiorthaf
(om) 1. In addition to information required under.fly, an year. There shall be no filing fee.

applicationunder par(a) shall contain the following: (4) Thedivision may by rule prescribe standards of qualifica
a. In the case of an individual, the individsagocial security tion with respect to training, experience and knowledge of the
number. securitiesbusiness and provide for an examination, which may be
b. In the case of a person who is not an individual, the persowritten or oral or both, to be takdsy any class of or all applicants
federalemployer identification number andthe division may by order require an examination of a licensed
2. The division may not disclose any information receive@roker-dealeragent, investment adviser or investment adviser
undersubd.1. to any person except as follows: representativéor due cause.
a. The division may disclose information under subdo the (5) Thedivision may by rule or orderestablish a minimum
department of revenue for the sole purpose of requesting certifiggtcapital requirement for licensed broker—dealers, subjeeto
tionsunder s73.0301 limitations of section 15 of the Securities Exchange Act of 1934

andmay establish a minimum net capital requirement for licensed

the department of industryabor and job developmefdepart investmenladvisers, subject to the limitations of section 222 of the
mentof workforce development] in accordance with a memoraffvestmentAdvisers Act of 1940. o
dum of understanding under 49.857 (6) The division may by rule or order require licensed
NOTE: The department of industry, labor and job development was changed broker—dealerandinvestment advisers who have custody of or

to the department of workforce development byi997 Wis. Act 3 Corrective leg  discretionaryauthority over client funds or securities, to post
islation is pending. _ o bondsin amounts as the division may prescribetdg or order

(c) Licensing under this subchapter ifeefive 30 days after gypjectto the limitationsof section 15 of the Securities Exchange
anapplication is filed, other than for an application for license g of 1934 for broker—dealers and section 22thefnvestment
anagent for an issuer of securities exempted undi1s23 (10)  adyisersAct of 1940 for investment advisers, and may determine
or (19) in which case licensing isfettive 10 business days aftefihe conditions of the bonds. No bond may be required of any
the application is filed or such earlier time as the division permitgsanseanvhose net capital exceeds the amquescribed by rule
except: or order of the division. Every bond required by rules premul

1. Licensing is not ééctive if an order is in édct, or a pre  gatedunder this subsection shall provide for suit on the bond by
ceeding is pending, unders51.34 any person who has a cause of actioders.551.59and, if the

2. If the division makes a written request for additional infordivision by rule or order requires, by any person who has a cause
mationrelevant to the application within 30 days after the applicaf action not arising under this chaptétvery bond requirely
tion is filed, the licensing is not fefctive until 30 days after the rulespromulgated under this subsection shall provide thauito
information is filed in response to that written request or imay be maintained to enforce digbility on the bond unless the
responsdo any subsequent written request for informatiothiey suitis brought within the time limitations of §51.59 (5)

b. The division may disclose informatiemder subdLl. a.to
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(7) Thedivision may by rule or order impose other conditions (4) Thedivision shall make periodiexaminations, within or
or limitations in connection with the issuancklicenses under without this state, of the business and records of each licensed
this chapteras the division deems appropriate in the public interdstoker—dealeand investment adviseat such timesnd in such

or for the protection of investors. scopeas the division determines. The examinations may be made
(8) (a) Every license or notice filing undthis section expires without prior notice tothe broker—dealer or investment adviser
on December 31 unless one of the following occurs: The expense reasonably attributableaoy such examination

shall be paidby the broker—dealer or investment adviser whose

5 The li tice filing is limited tended f gusiness%s examined, but the expense so payable shadixueted
- /NE TIceNSe or notice Tiling IS imitéd or exténded 101 NOX, 50t which the division by rule prescribes. For the purpose
morethan 6 months, and the licensee or notice filer pays a fey

diust tionatelv by the division by rul i ?‘avoiding unnecessary duplication of examinations, the divi
adjustedproportionately by the division by rule or order sion, insofar as it is practicable in administering this subsection,

3. The division specifies a drent expiration date by rule or may cooperatewith securities administrators of other states, the
order. securitiesand exchange commission, and any national securities
(b) No license or notice filing under this section ifeefive exchangeor national securities association registered utieer

afterits expiration. The expiration of a license or notice filing foBecuritiesExchangeAct of 1934. The division shall not make

which a renewal application has not been filed constitutes poblic the information obtained in the course of examinations,

applicationfor withdrawal under sulf9). exceptwhen thedivision’s duty under this chapter requires the
(9) (a) Withdrawal from the status d licensed broker— divisionto take action regarding any broker—dealer or investment

dealer,agent, investment adviser or investment adviser repres@gviseror to make thénformation available to one of thegami-

tative becomes é&ctive 30 days after receipt by the division or bgationsspecified in this subsection, or except when called as a wit

anorganization designated by rule of the division und&64.32 nessin any criminal or civil proceeding.

(1) (a) of an application to withdraw or within such shorter period (5) The division may by rule prohibit unreasonable cjea,

as the division determines, unless a revocation or suspension profits, commissions or other compensation of broker—dealers

ceedingis pending when the application is filed opmceeding andinvestment advisers.

to revoke or suspend or tmpose conditions upon the withdrawal () The division may by rule establish standards for the con

is instituted within 30 dayafter the application is filed. If a pro quctof business by broker-dealers, agents, investment advisers

ceedingis pending omstituted, withdrawal becomedettive at andclearing corporations as defined i68.102 (1) (e)

sqchtlme ancupon suph qondltlpns as thg division by qrder deter (7) Nolicensed broker—dealer shall be subject t8.05 (1)

mines. If no proceeding ipending or instituted and withdrawal 5y yith respect to any debit balance in a customer account if the

automatically becomes ééctive, the divisionmay institute @ qepithajance is payable on demand and the colbateral for the
revocationor suspension proceeding for the grounds Spec'f'%glanceis securities

undersub. (1) (b), (g), (m) or (n) [S51.34 (1) (B)(@), (m) or (n)] (8) With respect to investmeatvisers, the division maigy

within one year after withdrawal becamdeefive and enter a i oK i - .
revocationor suspension order as of the last date on which tfjd€ O orderrequire that certain information be furnished or dis
licensewas in efect. seminatedhs necessary or appropriate in the public interest or for
NOTE: The bracketed language indicates the coect cross—refeences. Cor the protection of |nv_estorand advisory clle_nts. If the leISIO[‘I_
rective legislation is pending. promulgatesules or issues orders under this subsection requiring
(b) Termination of a notice filing unders51.32 (1m)s efec- thatinformation be furnishedr disseminated, the division may

tive uponreceipt by the division of written notification of termina in its discretion, permit investment advisers to satisfy reguire

1. The license or natice filing is renewed.

tion. mentsof these rules or orders in whole or in part by furnishing cli
History: 1981 c. 531983 a. 871995 a. 27415 1997 a. 191237 1997 a. 316 €Nts or prospective clients information that would satisfy the
$5.421t051, 60. requirement®f the Investment Advisers Act of 1940.

History: 1971 c. 841975 c. 107199, 1977 c. 1441981 c. 531983 a. 18%.329
551.33 Post-licensing provisions. (1) Every licensed (24),1985a. 23%.119, 1995 a. 271997 a. 297316
broker—dealeragentand investment adviser shall make and kee ] ) . .
all accounts, correspondence, memoranda, papers, books %34 Denial, suspension and revocation of licenses.
otherrecords which the division prescribes by rateordersub (1) Thedivision may by order deny an applicatifam, or post
jectto the limitations of section 15 of the Securities Exchange Agenethe efective date of, a license or suspend or revoke any
of 1934 for broker-dealers and section 222 of the Investmdi§enseor may censure the licensee, if the division finds that the
Advisers Act of 1940 for investment advisersAll records Orderis in the public interest and thiate applicant or licensee, or
requiredshall be preserved for the period prescribed by the diii the case of a broker-dealer or investment adwasgpartney
sionby rule or order All required records shall, at the request opfficer or director any person occupying a similar status or per
thedivision, be made available at any time for examinatiothey forming similar functions, or any person directly or indirectly
division either in the principal @ite of the licensee or by produc controllingthe broker—dealer or investment adviser:
tion of exact copies thereof in this state. (a) Has filed an application for license which as of itsative

(2) Everylicensed broker—dealer and investment adviser shélte,or as of any date after filing in the caseanforder denying
file such reports as the division prescribes by rule or sdbject effectivenesswas incomplete imny material respect or contained
to the limitations of section 15 of the Securitieechange Act of any statement which was, in light of the circumstances under
1934for broker—-dealers and section 222w Investment Advis  Which it was made, false or misleading with respect to any-mate
ersAct of 1940 for investment advisers. rial fact;

(3) If the information contained in angpplication for a  (b) Has wilfully violated or wilfully failed tacomply with any
licenseor other document filed witthe division or an ganiza- Provisionof this chapter or a predecessor law or the Securities Act
tion designated under’$51.32 (1) (a)s or becomes inaccurate orof 1933, the Securities Exchange Act of 1934, the Investment
incomplete in any material respect, the licensee filing the applidévisersAct of 1940, the Investment Company Axt1940, or
tion or document shall promptly file a correctiagnendment, any rule under any of such statutes or any order therewfder
exceptthat a federal covered adviser shall file a correcting amenyghich he or she has notice;
ment when it is required to be filed with the securities and (c) Subjectto ss111.321111.322and111.335 has been cen
exchangecommission, unless notification dfe correction has victed, within the pastLO years, of any misdemeanor involving a
beengiven under s551.32 (9) (a) securityor any aspect of the securities business, or any felony;
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(d) Is permanently or temporarily enjoined by any court aforkforcedevelopment or a county child support agency under s.
competenjurisdiction from engagingn or continuing any cen 59.53(5) and related to paternity or child support proceedings or
ductor practice involving any aspect of the securities businessiho is delinquent in makingourt-ordered payments of child or

(e) Is the subject of an order of the division denying an applid&mily support, maintenance, birth expenses, medical expenses or
tion or suspending or revoking a license as a broker—deglent otherexpenses related to the support of a child or former spouse,
or investment adviser; as provided in a memorandum of understanding entered into

(f) Is the subject of an order entered within the Bagtars by unders.49.857 An applicant whose application is denied under
the securities administrator of any other staté@pthe securities this subdivision for delinquent payments is entitled to a notice and

and exchange commission denying, suspending or revoking %Géar!ngunder s49.857but is not entitled to any other notice or
person'sregistration or license as a broker—deadgent, invest 'earingunder this section. _

mentadviser or federal covered adviser is the subject of an () The division shall restrict or suspend a license uttisr
orderof the securities and exchangemmission or of a securities Subchapteif the licensee is an individual who fatts provide his
exchangeor associatiomegistered under the Securities Exchang@ hersocial security numbgewho fails to complyafter appropri

Act of 1934 suspending or expelling such perfsom a securities atenotice, with a subpoena or warrant issued by the department
exchangeor association or forbidding the association tiliation ~Of workforce development or@unty child support agency under

of the person with a broker—dealer or investment ad\isés the  S- 59.53_ (5)ar_1d relate_d to paternity or child support proceedl_ngs
subject of a U.S. postal service fraud ordBne division may not OF Who is delinquent imaking court-ordered payments of child
institute a revocation or suspension proceeding undemptnia  ©F family support, maintenance, birth expenses, medical expenses
graphmore than one year from the date of the order relied on, &idother expenses related to the support of a child or former
the division may not enter an order under this paragrapthen SPouseas provided ira memorandum of understanding entered
basisof an order under another state law or fedemalunless the Nto under s49.857 A licensee whose license is restricted or sus

order was based on facts which would currently constitute Rgndedunderthis paragraph is entitled to a notice and hearing
groundfor an order under this section; unders.49.857but is not entitled to any other notice or hearing

(g) Has engaged in dishonest or unethical pracitic®e secu underthis se_cp(_)n. . .
rities or investment advisory business or teen unfair advan __(€) The divisionshall revoke a license if the department of rev
tageof a customer:; enuecertifies under s73.0301that the licensee is liable for delin

(h) Is insolvent, in the sense that liabilities ex s or that quenttaxes. A licensee whose license is revoked under this para

o= L raphfor delinquent taxes isntitled to a notice under33.0301
the person cannot meet obligations as they mature, or is in s Qﬁ(b) 1. b.and hearing under 3.0301 (5) (aput is not entitled
financial condition that theperson cannot continue in busines

with safety to customers, or the person does not hafieienf any other notice, hearing or review under this subchapter

financial responsibility to carry out the obligations incident to the (2) Theenumeration of the causes stated in gljsshall not
person'soperations; eexclusive and the division may deny an application or suspend

. . . - or revoke any license or censure any licensee for cause
() Is r:jotkqualllflzd on ]fhﬁ basis of .S'UCB factors as trainingr eXRhethersimilar to or diferent from these causes when necessary
rienceand knowledge of the securities business; or appropriate in the public interest or for the protection of inves

(i) Has failed reasonably to supervise agentsdhe case of tors,
aninvestment adviseemployes, to assure their compliance with (3) The division may noinstitute a suspension or revocation
this chapteybut no person may be deemed to have failed in Sggceeding)n the basis of a fact or transaction known to the divi
supervisionf there have been established written procedures, nwhenthe license was issued unless the proceeding is insti
asystem for applyinguch procedures, which would reasonablyieqwithin 180 days following issuance of the license.

be expected to prevent and detect, insofar as practicable, an e - .
violationsof statutes, rules or orders and if the person has reas%g(ji)rel; tHleedR/liJsbilcl)% :]q;er%st O?(rj etrguﬁ:crﬁgrcﬁ'og egf glrvsejéor: néoa
ably dischaged the duties incumbent upon therson by reason ! y by y y P

. licenseor postpone the fefctive date of a license. Upon the entry
of such procgdures and system; - _ of the orderthe division shall serve upon all named parties a copy
(k) Has failed to pay the proper filing fee, but the divisiball o the order and notify the parties of their right to request a hearing.
vacateany such order when the deficiency has been corrected; gy f the division finds that any licensee or applicant is ne lon
(L) Is selling or hasold, or is dfering or has dered for sale, gerin existence or has ceased to do business as a broker-dealer
in this state securities through any unlicensed agent or for gjentinvestment adviser or investment adviser representative, or
dealeror issuer with knowledge that the dealer or issuer has no&ubject to an adjudication of mental incompetence or to the con
compliedwith this chapter; trol of a committee, conservator or guardian, or cannot be located
(m) Has made any material misrepresentation to or withhelfter reasonable search, the division may on order issued sum
or concealed anynaterial fact from the division, or has refused tenarily revoke the license or deny the application.
furnishinformation reasonably requested by the division; or (7) No order may be entered under this section except under
(n) Has not complied with the conditions lanitations of a sub.(4) or (5) withoutappropriate prior notice to the applicant or
licenseissued under this chapter licenseeas well as the employer or prospective employer if the
(1m) (a) The division shall deny an application fire applicantor licensee is an agent. dases of denial orders written
issuanceor renewal of a license if any of the following applies:findings of fact and conclusions of law arequired only if

. . . . . . questedy the applicant.
1. The applicant fails to provide the information reqUIreEPHiStory: 1971 c. 841977 c. 125144 1981 c. 535191021, 43 1981 c. 334.

unders.551.32 (1) (bm) 1. 25(1); 1983 a. 2165s.11, 18; 1995 a. 27415 1997 a, 191237, 316
2. The department of revenue certifies und@3s0301that
the applicant is liable for delinquent taxes. An applicant whose

applicationfor the issuance or renewal of a license is denied under SUBCHAPTERIV

this subdivision for delinquent taxes is entitled to a notice under

5.73.0301 (2) (b) 1. kand hearing under 83.0301 (5) (aput is FRAUDULENT PRACTICES

not entitled to any other notice, hearing or review under this sub

chapter. 551.41 Sales and purchases. It is unlawful for any person,

3. The applicant is an individual who fails to provide his dif connection with theffer, sale or purchase of any security in this
hersocial security numbgewho fails tocomply after appropriate State,directly or indirectly:
notice,with a subpoenar warrant issued by the department of (1) To employ any device, scheme or artifice to defraud,;
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(2) To make anyuntrue statement of a material fact or to om#51.51 Administration. (1) This chapter shall be adminis
to state a material fact necessary in order to make the statemwredby the division.
made,in the light ofthe circumstances under which they are made, (2) It is unlawful forthe division or any diters or employes
not misleading; or of the division to use for personal benefit any information which
(3) To engagén any act, practice or course of business whidh filed with or obtained by the division or arganization desig
operateor would operate as a fraud or deceit upon any personatedunder s551.32 (1) (apnd which isnot generally available
Intentto defraud is not necessary element under (2). Stagmby 108 W (2d) to the public. Nothing in this chapter authorizes the division or
521,322 NW (2d) 522 (Ct. App. 1982). any officers or employesf the division to disclose any confiden
(Cﬁ"ig’;'”gg;;a'e" discussed. StateMattes, 175 W (2d) 572, 499 NW (2d)I71 ja| information except among themselves or to other securities
Lack of reliance is a@lefense to all claims based on a misrepresentation tHEwey admlnlsyratprsor regl'”at_ory au_thor't'_es C_)I’ when necessary or
applicationof s. 551.59 (1) (b) does not restrict the defense to claims under s. 55:4apropriatein a proceeding or investigation under tbigapter
(2). Carney vMantuano, 204 W (2d) 527, 554 NW (2d) 854 (Ct. App. 1996).  No provision of thischapter either creates or derogates from any

Section551.41 does not create a private righaction. 551.59 (1) contains civil i i ; ; a
remedyfor viojaion of 551.41 (2). and limitation period in 551,59 (5) applies. Coid!Vilege which exists at common law otherwise when doeu

nial Bank & Trust Co. v American Bankshares, 478 F Supps@ (1979). mentaryor other evidence is sought undesubpoena directed to
See note to 895.01, citing Continental AssuAmerican Bankshares Corp. 483 the division or any dicers or employes of the division.
F Supp. 175 (1980). History: 1971 c. 841977 c. 4181981 c. 531995 a. 27

Statewas not required to prove that defendant entered into investmeinacts
with purpose or intent of defrauding investor&n\Duyse visrael, 486 F Supp. 1382 551.52 Fees and expenses. (1) (a) There shabe a filing
1980). : . ’ .
(1980) fee of $750 for every registration statement filed und&54..25
or551.26 and for every notice filing unders51.29 (1) (a) Ifa
registrationstatement is denied or withdrawn before thieative

1) To effect i ton i ity which invol dateor a pre—dective stop order is entered undeb51.28 or a
(1) To effect any transaction in a security which InvolVes . iqe filing is withdrawn, the filing fee shall be retained.

changein the beneficial ownership theret, to enter any order (b) 1. Anindefinite amount of securities shall be registered for

or ordersfor the purchase or sale of any security with the knowl| d sale in this stat d strati tat ?relati
edgethat an order or orders of substantially the same size, -at Pfier and sale in this state underegjistration statement relating

stantiallythe same time, and at substantially the same price, formeredeemable securities issued by an open-readagement

; ; yor a face amount certificate compaayg defined in the
saleor purchase of the secutityave been or will be entered by companyor a g
for the same or &fiated persons, for the purpose of creating vestmentCompany Act of 1940, and the applicahall pay the

falseor misleading appearance of active trading in the security‘g'feunder par(@). Theregistrant also shall, within 60 days after

: ; ; end of each fiscal year during which its registration statement
gilusﬁt;).r misleading appearance with respect to the market foris%ﬂ‘ective and withir60 days after the registration is terminated,
! . file a report on a form prescribed by rule of the division. The form
of t(rza)n;rzca)c?:?ncst’ iﬁlc;rr]]?/ c;re‘é"l'}ntg”C‘?eoétmgr&ﬁ;ggﬁ?i&igr%lI require the registrant to do one of the following:
tradingin the security or raising or depressing the price of thﬁstgédEI:ctanf(;tetcéflr;scilusdoeothe information under sdbd. and
security,for the purpose ohducing the purchase or sale of thé pay e . L
b. Report the amount of securities sold to persotiss state

securityby others; or . X " . ; A -
(3) To induce the purchase or sale of @egurityby the cir during the preceding fiscal year,df the registration is termi
culationor dissemination of information to thdesdt that the price nated duringthe portion of the preceding fiscal year during which
theregistration was édctive, and pay a fee of 0.05% of the dollar

of the security will or is likely to rise or fall becauseroarket o, niof the securities sold to persons in this state, buesst
operationof any oneor more persons conducted for the PUrPOSHan $150 nor more than $1.500 ’

of raising or depressing the price of the secufitye or she is sel
ling or offering to sell or purchasing orfefing to purchase the

; ; o : ; ; P sale in this state resulting from a notice filing undé&s4..29 (1)
Zﬁ;‘iﬂtgﬁ rplgrtseocr? Iving a consideration, directly or indirediigm (a) for the initial ofer of a federal covered security under section

History: 1981 c. 53.43 18 (b) (2) of the Securities Act of 1933, if the filing party has-noti
fied the division of the issuisrfiscal yearand the filing party pays
551.43 Broker-dealer activities. It is unlawful for a thefee undepar (a). The filing party shall also, within 90 days
broker-dealeto efect in thisstate any transaction in, or to inducéfter the end of each fiscal year following the filing under s.
the purchase or sale of, any security by means of any maniputa1-29(1) (&) and within 90 days after sales in this state have ter
tive, deceptive or other fraudulent device or contrivance, inclulinatedfile a report to allow the division to determine that the
ing any fictitious quotation. The division may hyle define the @mountof the fee paid isorrect. The report shall be on a form
terms“manipulative, deceptive or other fraudulelevice or con prescribeddy rule of the division and shall require the filing party
trivance”. to do one of the following:
History: 1995 a. 27 a. Elect not to include the information under subd.and
instead pay a fee of $1,500.
551.44 Advisory activities. It is unlawful for any person b. Report the amount of securities sold to persotisis state
who receives any consideration from another person primarily féaring the preceding fiscal year,df sales have terminated, dur
advisingthe other person as to the value of securities or their pirg the portion of the preceding fiscal year during which sales
chase or sale, whether through the issuance of analyses or repggte made, and pay a fee of 0.05% of the dollar amouttef
or otherwise, in this state, to employ any device, scheme or artifsgecuritiessold to persons in this state, but not léss $150 nor
to defraud the other person;@mgage in any act, practice or courseore than $1,500.
of business whicleperates or would operate as a fraud or deceit (2) Every applicant for an initial or renewal license under
uponthe other person. The division may adaés defining the 551 32shall pay a filing fee of $200 in the case of a broker-dealer
termsused in this section. or investment adviser and $30 in the case of an agent representing
History: 1981 c. 531995 a. 271997 a. 316 abroker—dealer or issuer or an investment adviser representative.
Everyfederal covered adviser this state that is required to make
anotice filing under $551.32 (Im)hall pay an initial or renewal

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

2. An indefinite amount of securities is eligible fofesfand

SUBCHAPTERV noticefiling fee of $200. A broker—dealgnvestment advisgor
federalcovered adviser maintaining a brancfioef within this
GENERAL PROVISIONS stateshall pay an additional filing fee of $30 for edstanch
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office. When an application is denied, or an application or a notioepracticesin the sale of securities, which appear or tend to be
filing is withdrawn, the filing fee shall be retained. unfair, inequitable or fraudulent; and

(3) The expenses reasonably attributable to the examination(d) Hold hearings, upon reasonable notice, and issue orders on
of any matterarising under this chapter shall be duaf to the thebasis thereof, in respect of any matter arising out of the admin
applicant, registrantor licensee involved, but the expenses sistrationof this chapter
chargedshall not exceed such maximum amounts as the division(2) Forthe purpose of any investigation, hearing or proceed
by rule prescribes. ing under this chaptethe division or any @iter designated by the

(4) The division may by rule require the paymentmie  division may administer oaths andfiahations, subpoena wit
scribedfees for delinquent or materially deficient filings of infor nesses, compel their attendance, take evidence and require the
mationor documents required under this chapter to be filed wigfoductionof any books, papers, correspondence, memoranda,
the division or an ayanization designated unde551.32 (1(a). agreementr other documentsr records which the division

(5) All feesandexpenses collected under this section shall igemselevant or material to the inquiryailure to obey a stb
paidinto the state treasury poenaor give evidence may be dealt with in accordance sith

History: 1973 c. 3331977 c. 4181981 ¢.53, 1983 a. 271987 a. 3811995 a. 885.12
27,1997 a. 316 (3) (a) No person is excused from attending and testifying or
from producingany document or record before the division, or in

551.53 Advertising. (1) It is unlawful for any person, in obedienceo the subpoena of the division or anyias desig
connectiorwith the ofer, sale or purchase of any security in thisiatedby the division, or in any proceeding instituted by the-divi
state,to publish, circulate or use any advertising: sion,on the ground that the testimony or eviderezpiired of the

(a) That contains an untrue statemera afiaterial fact or omits personmay tend to incriminate him or her or subjtiet person to
to state a material fact necessary in order to make the statemargnalty or forfeiture; but ndividual may be prosecuted or
made,in the light of the circumstances under which they wegibjectedo any penalty or forfeiture for or on account of his or
made,not misleading; or her testimony or evidence, after claiming his or her privilege

(b) That has not been filed with the division not later than tfRg@instself-incrimination, except that the individual testifying is
dateof publication or circulation, except for advertising relating©t €x€mpt from prosecution apdinishment for perjury or cen

to a federakovered security or except as the division may eth mptcomm_itted in_ testifyi_ng. ) .
wise provide by rule or order (b) Theimmunity provided under pafa) is subject to the

L . . restrictionsunder s972.085
(2) Thedivision may by rule or order prohibit the publication, History: 1975 . 571981 c. 535,27, 43 1989 a. 1221995 a. 27

circulationor use of any advertising deemed false or misleading.

History: 1971 c. 841975 ¢. 571981 c. 531983 a. 2161995 2. 271997 8. 316 gpq 57 Injunctions. Whenever it appears the division that
any person has engagedisiabout to engage in any act or practice
constitutinga violation of this chapter @ny rule or order hereun
der, the division may bring an action in thameof the state in the
circuit court of the appropriateounty to enjoin the acts or prac
icesand to enforce compliance with this chapter or any rule or

551.54 Misleading filings. It is unlawful forany person to
makeor cause to be made, in any document filed withdiision
or filed under s551.32 (1) (ajith an oganization designated by
thedivision or in any proceeding under this chamey statement

which'is, at the time and in the light of the circumstances undgiyerhereunderor the division may refer the matterthe attor
whichit is made, false or misleading in any material respedt or ne. general or the district attorney of the appropriate county
connectionwith such statement, to ontd state a material fact ;5504 proper showing, the court may grant a permanent er tem
necessanyn order to make the statements made, in the light of tHé)raryinjunction or restraining ordgor may appoint aeceiver
circumstancesinder which they are made, not misleading. oy the defendant or the defendarassets, anay order rescission

History: 1981 c. 531995 a. 27 of any sales or purchasessefcurities determined to be unlawful
under this chapter or any rule or order hereundiée court may
not require the division to post a bond.

History: 1971 c. 841981 c. 53.43; 1995 a. 27

551.55 Unlawful representations. Neither thefact that a
noticefiling, registration statement @n application for a license
hasbeen filed nor the fact that a secuigyefectively registered
or a person is licensed constitutes a finding by the divisiorathat 551 58 Criminal penalties. (1) Any person who wilfully
documentfiled under thischapter is true, complete and not misyjolatesany provisiorof this chapter except$51.54 or any rule
leading. Neither any such fact nor the fact that an exemptiongigerthis chapteror any ordenf which the person has notice, or
exceptlonls available for a Securlty or a transaction means that Wﬁo violates s551.54 knowing or having reasonable cause to
division has passed in any way upon the merits or qualificatiopglievethat the statement made was false or misleading in any
of, or recommended or given approval to, any person, securityn@éterialrespect, may be fined not more than $5,000 or imprisoned
transaction. It is unlawful to make, or cause to be made, to amot more than 5 years or bottEach of the acts specified shall
prospective purchaser customer or client any representatiortonstitutea separate t#nse and a prosecution or conviction for

inconsistenwith the foregoing. any one of such &#nses shall not bar prosecution or conviction
History: 1995 a. 271997 a. 316 for any other dense.
. . o NOTE: Sub. (1) is amended eff. 12-31-99 BP97 Wis. Act 283to read:
551.56 Investigations and subpoenas. (1) Thedivision (1) Any person who wilfully violatesany provision of this chapter except s.
may: 551.54,0r any rule under this chapter or any order of which the person has

k h bli . . . iomithi ith notice, or who violates s. 551.54 knowing or havingeasonable cause to believe
(a). Make such public or private investigatiomshin or wit that the statementmade was false or misleading in any materialesspect, may be
outthis state as are necessary to determine whether any persoffita@siot more than $5,000 or imprisoned for notore than 7 years and 6 months

violated or is about to violate this chapter or any rule or order both. Each of the acts specified shall constitute a separate offense and a-pr
underthis chapteror to aid in the enforcement thfis chapter or secutionor conviction for any one of such offenses shall not bar psecution or

in th ibi f rul d f der this chapter: conviction for any other offense.
in the prescribing of rules and forms under this chapter, (2) Thedivision may refer such evidence as is available con

(b) Require or permit any personftie a statement in writing, cerningviolations of this chapter or of any rule or order under this
underoath or otherwise as the divisidetermines, as to all the chapterto the attorney general or the district attorney of the appro
factsand circumstances concerning the matter biewiestigated; priate county who may with or without any reference, institute

(c) Publish information concerning any violation of this chapthe appropriate criminal proceedings under this chaptér
teror any rule or order under this chapter or concerning securitieferredto a districtattorney the district attorney shall, within 90
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days, file with the division a statement concerning any actioson,unless the person liablereunder proves that he or she did
takenor, if no action has been taken, the reasons therefor not know, and in the exercise of reasonable care couldhao

(3) Nothingin this chapter limits the powef the state to pun known, of the existencef the facts by reason of which the liability
ish any person for any conduct which constitutes a crime underlleged to exist. Theris contribution as in cases of contract
any other statute. amongthe several persons so liable.

?&St?ryg %19)83 c. 531t995 a. 271997 a-tZi?» his or her acti awful (5) No action shall be maintained under this section unless
atsun. 0es not require a person to KNOw nis or ner actions are uniawfu B :
notrender the statute unconstitutional. MuelleBullivan, 141 F 3d 1232 (1998). %S%mencemefore th@Xp'rat'on of 3 years after the act or trans

actionconstituting the violation, but the time specified for eom

551.59 Civil liabilities. (1) (a) Any person who &drs or mencmgsuch action s_haII be extendedreason of any fact and
sellsa security in violation of £51.21,551.31, 551.410r551.55 for the time specified in s893.13and893.16t0 893.23

or any rule relating thereto, or any condition imposed under s.(6) (a) No purchaser may commence an action under this sec
551.260r551.270r any order under this chaptervdfich the per tion if, before suit is commencethe purchaser has received a
sonhas noticas liable to the person purchasing the security fromritten offer stating the respect in which liability under thee

him or her The person purchasing the security raag either at tion may have arisen and fairly advising the purchaser of his or her
law or in equity to recover the consideration paid for the securitjghts; offering to repurchase the security foaish payable on
togethemith interest at the legal rate undet 38.04from the date delivery of the security equal to the consideration paid, together
of paymentand reasonable attorney fees, less the amount of atish interest at the legal rate unde88.04from the date of pay
incomereceived on the securjtypon the tender of the secuyity ment, less the amount of any incomeceived thereon pif the

or for damages if the person no longer ownsstreurity Damages purchasemo longer ownghe securityoffering to pay the pur
arethe amount that would be recoverable upon a tendettless chasemupon acceptance of thef@fan amount in cash equal to the
valueof the security when the purchaser dlsposed of it and intergaiagesomputed in accordance with sib); and stating that
atthe legal rate under $38.04from thedate of disposition. &@n-  the ofer may be accepted by the purchaser at any time within a
dershall require only notice of willingness to exchangesth&@i  specifiedperiod of not less than 30 days after the datecdipt

rity for the amount specifiedAny notice may be given by servicethereofor such shorter period as the division may by rule pre
as in civil actions or by. certified mail addressed to the last-knowgrihe:and the purchaser has failed to accept sifeh iofwriting
addresf the person liable. within the specified period.

(b) A person whaffers or sells a security in violation of . (5) No seller maycommence an action under this section if,
551.41(2)is not liable under pafa) if the purchaser knew of the eforesuit is commenced, the seller has received a writfien of
untruestatement of a materiédct or omission of a statement Ofsiétingtherespect in which liability under this section may have

amaterial fact or the person sustains the burden of proof to estalisenand fairly advising the seller of his or her rightéethg to
lish that he or she did not know and in the exercise of reason m the security plus the amount of any income received

carecould not have known of the untrue statement or OmiSSiofhereonupon payment dhe consideration received, @ithe pur

(2) (@) Any person who purchasesecurity in violation of s. chasemo longer owns the securityffering to pay the seller upon
551.41 (2Jis liable to the person selling teecurity to him or her  acceptancef theoffer an amount in cash equal to the damages
whomay sue either at law @r equity to recover the security andcomputedn accordance with sut®); and providinghat the der
reasonablettorney fees, plus any income received bypghe maybe accepted by the seller at any time within a spegiéeiod
chaserthereon, uporender of the consideration received, or fops 1ot lesgthan 30 days after the date of receipt thereof: and the

damages and reasonable attorney fees if the purchaser no l08ggrhas failed to accept thefef in writing within the specified
ownsthe security Damages are the excess of the value of “’p‘)‘é[iod.

securitywhen the purchaser disposed of it, plus interest at the lega
rateunder s138.04from the date of dispositiooyer the consid
erationpaid for the securityTender requires only notice of wil
ingness to pay the amount specified in exchangthé&security

Any notice may be given by service as in civil actions or by-ce i : .
fied mail to the last—known address of the person liable. performedin accordance witfts terms, suit by the fafree under

(b) A person who purchases a security in violatiba551.41 this section shall be permitted without regard t_o this subsection.
(2) is not liable under paga) if the seller knew of the untrue state _ (7) N person who has made or engaged in the performance
mentof a material fact or omission of a statement of a material f&§t@ny contract in violation of this chapter or any rule or order
or the person sustains the burden of proof to establish that h&@eunderor who has acquired any purported right under any

shedid not know and in the exercise of reasonable care could fgbtractwith knowledge of the facts by reasorvdfich its mak
haveknown of the untrue statement or omission. ing or performance was in violation, may base any suit on the con

(3) Any person who wilfully participateis any act or transac tract. " ) ) . .
tion in violation of s551.42shallbe liable to any other person who  (8) Any condition, stipulation or provision binding any person
purchasesr sells any security atprice which was fEfcted by the acquiringany security to waive compliance with any provisién
actor transaction for the damages sustained as a result of suctitigchapter or any rule or order hereunder is void.
or transaction.Damages shall be thefdifence between the price  (9) Therights and remedies under this chapter are in addition
atwhich the other person purchased or sold securities and the rteaany other rights or remedies that may exist at law or in equity
ket value which the securities would have had at the time of his OHistory: 1979 c. 323.33; 1981 c. 535.29t0 33, 43; 1983 a. 2161995 a. 27
herpurchase or sale in the absence of the act or transaction, pl@gapter551 is not exclusiveemedy for securities fraud, it does not preempt-com

interestat the legal rate under £38.04and reasonable attorneyg‘8°4”('f;"8gf‘”d remedies. Esser DistributingSteid, 149 W (2d) 64, 437 NW (2d)
fees. .

Sub.(7) isoperative only when innocent party elects remedy of rescission and res
(4) Everyperson who directly or indirectlgontrols a person titution and waives breach of contract remedyriticare Systems, Inc. 8entek/nc.

: . ; 159 W (2d) 639, 465 NW (2d) 216 (Ct. App. 1990).
liable under SUb(l)’ (2) or (3)’ everypartner pr|n0|pal executive .Lack of reliance is @efense to all claims based on a misrepresentation tHEoey

officer or director of $UCh person, every person occupying a sirg plicationof sub. (1) (b) does not restrict the defense to claims under s. 551.41 (2).
lar status or performing similar functions, every employe of sucfarneyv. Mantuano, 204 W (2d) 527, 554 NW (2d) 854 (Ct. App. 1996).
personwho materially aids in the act or transact@mnstituting Civil action brought in Wéconsin under federal law is subject to limitation under
the violation, and every broker-dealer or agent who materialq@A.r;?r:tlilovﬁEgifiE;n:éij?itzigs':b(ri(l?erl:gle(gggggct was enforceable under federal
a,“dsm t,he act or transacthmnstltutlng the V|0|at|0n' are also arbitrationact; sub. (8) was in “actual conflict” with act and was, therefore, pre
liable jointly and severally with and to the same extent as sueh p&fpted. Kroog v Mait, 712 F (2d) 148 (1983).

(c) Offers shall be in the form and contain the information the
| division by rule prescribes. Everyfef under this subsection shall
be delivered tathe oferee or sent by certified mail addressed to
heofferee at the dérees last-known address. If arferfis not
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Section551.59 (5) applies to actions arisiogt of sales of securities under SECORDERS. (&) The division or any fifer designated by the division
rules,rather than 893.19 (7) [now 893.93 (1) (b)]. Kramdroewi & Co., Inc. 357

F Supp. 83. may impose an administrative assessment in the amount provided
Interpretationof phrase, “discovery of the facts constituting the fraud’{sp 1N par (b) on any person who is subject to an order that is issued
Cahill v. Ernst & Ernst, 448 F Supp. 84 (1978). unders.551.24551.28551.34551.53551.600r551.63 (1)and

See note to 895.01, citing Continental AssuAmerican Bankshares Corp. 483 (2) in any of the following circumstances:
F Supp. 175 (1980). ) ' > ) )
Limitation period under (5) begins to run when defrauded party is in possession of 1. Following a hearing unders51.61if the notice delivered

suchessential facts as will, If diligently investigated, disclose the fraud. Gieringgy all interested parties includes notice of the divisienithority

v. Silverman, 539 F Supp. 498 (1982). . . . . .
A defrauded party may not recover any indirect or consequential damages ur¥8e¥mp°39 an administrative assessment under this subsection.

(1) (a). Jersild vAker, 775 F Supp.198 (1991). 2. Pursuant to an order that is issueder any of the sections
) o referredto in this paragraph and that is stipulated to by each person
551.60 Miscellaneous powers. (1) The division may by subjectto the administrative assessment.

rule or order require any issuer of securities registered or ) The amount of an administrative assessment imposed on
exemptedoy order of the division under this chapter or predecegy, nerson under this subsection may not exceed $5,000 for each
sorlaws to file with the division and distribute to its secunibyd- act or omission that constitutes the basis for issuingotiver

ersin this state at least annually specified financial or Other'infq.ﬁnderany of the sections referred to in péa), except that the

matlonconcernmg thg Issuer . amountof the administrative assessment may not exceed $50,000
(2) (a) If the division has reason to believe that arfgrobr o, any person subject to the order

saleof an unregistered security is, has beewauld be fraudulent

to offerees or purchasers, the division may by order summaril (¢) The division shall include any administrative assessment
prohibit further ofers or sales of such security in this state untﬂrXposedunder this subsection in the order issued under any of the

it is registered under this chapter sectionsreferredto in par (a) in the manner described in péa)

(b) If the division has reason to believe that any secisrityl' or2. L A
beingor has been tgred or sold in this state by any unlicensed (@) Upon the request of the division, the department of justice
personin violation of this chapter or any rute order hereunder May bring a civilaction in the circuit court for Dane county to
the division may by ordesummarily prohibit such person fromCOMPelpayment of any unpaid administrative assessment, unless
furtheroffers or sales afecurities in this state until licensed undegayment of the administrative assessment is stayed under s.
this chapter 21.54 . . . Lo

(c) If the division has reason to believe that any unlicensed per (€) The administrative assessment under this subsection is in
sonis transacting or has transacted business in this state agdgitionto any other penaltyemedy or sanction under this chap
investmentdviser in violation of this chapter or any rule or orddf'-

promulgatedunder this chaptethe division mayby order sum (2) INVESTOR EDUCATION. All moneys collected from the
marily prohibit such person from further engaging in such activigdministrativeassessment under siib) shall be credited to the
in this state until licensed under this chapter appropriationunder s20.144 (1) (i) Subject to s20.144 (1) (i)

(3) If the public interest and the protection of investors $bedivision shall use moneys credited to that appropriation to pro
require,the division may by order summarily suspend all tradinigde information to residents of this stat@out investments in
in this state by broker—dealers and agents in any securignfor Securitiesto help investorand potential investors evaluate their
periodspecified. No broker—dealer or agent mageet any trans  investmenidecisions, protect themselves from unfisiequitable
actionin, or induce or attempt to induce the purchase or sale of,fraudulent dferings, choose their broker—dealers, agents or
any security inthis state in which trading is so suspended, excepvestmentadvisers more carefullpealert for false or mislead
in performance of a contract previously entered into. At any tirteg advertising or other harmful practices, and know their rights
afterthe issuance of an order under this subsection, any interestevestors.
personmay in writing request that the suspension of trading beHistory: 1987 a. 3811995 a. 27
vacated. Upon the receipt of a written request, the matter shall be
noticedfor hearing and a hearirspall be held in the manner pro 551.61 Hearings and judicial review . (1) No ordey other
videdin s.551.61 (2) After the hearing, the division may ordertthanan order issued summarily subject to §ah.may be entered
the suspension to be continued until modified or vacated by flwy the division under £51.24551.28551.340r551.53 (2)with-
therorder upon a finding that trading ine security will tend to out appropriate prior notice to all interested parties, opportunity
work a fraud upon the purchasers or sellers ofdwirity Other  for a hearing and, except as providea!®p1.34 (7) written find
wise, the division shall vacate ttmispension of trading and noings of fact and conclusions of law
furtherordermay be entered under this subsection with respect to(2) within 30days after the division has issued an order-sum
the same security in the absence of changed circumstances just{#rily, an interested party may filenaitten request with the divi
ing an order sion for a hearing in respect ny matters determined by the
(4) Every corporation, partnership or association having itsrder,except a party may file a request fdresaring regarding an
principal office in this state owhose securities have been regisorder issued under 551.60 (3)at any time. Wthin 10 days after
teredunder this chaptear predecessor laws shall, within 20 dayaninterested person files a written request with the division for a
after receipt of written request from the division made in connegearing the matter shall be noticed for hearing, and a hearing shall
tion with any investigation under §51.56 (1) furnish the divi  be held within 60 days after noticenless extended by the divi
sionwith a listof all or part of its security holders as the divisiogjon for good cause. During the pendency of amaring
requestsshowing the amount of securities held by each securfyquestedinder this subsection, the order issued summarily shall
holderand the date of issuance of such securities and informatigiainin effect unless vacated or modified by the division.
reasonablyelated thereto, signed by the president, secretary or(3) After a hearing, the division may issue a final order as

partnerof the issuer or a person occupying a similar status er pgbpropriate.The final order may ffm, vacate or modify an order

forming simil_ar_ f_unctions. o ) issuedsummarily in efect during the pendency of the hearagy
(5) The division may take such actiasis authorized under appropriatepr may include such other sanctions as are provided

7USC 13a-2as amended. _ for under s551.24551.280r551.34 An order issued summarily

ap1a 1805 s araea 075 C-STI9NISTT ¢ 1441981 . 53934, 35,43, 1983 qgainsta party becomes a final order if the party fails to request
ahearing under sulf2) or if the party defaults after requesting a

551.605 Administrative assessments; investor educa - hearing.

tion. (1) IMPOSING ADMINISTRATIVE ASSESSMENTWITH CERTAIN (4) Hearingsand rehearings shall be public.
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(5) Ordersof thedivision are subject to judicial review underform or order may later be amended or rescinded or be determined
ch. 227 but orders originally entered without a hearing may ke be invalid for any reason.
reviewedonly if the party seeking review has requested a hearingistory: 1981 c. 53.43; 1995 a. 271997 a. 316
within the time provided by suli2).
History: 1971 c. 841975 c. 57199, 414 1981 c. 531995 a. 27 551.64 Administrative files and opinions. (1) A docu
mentis filed when it is received by the division drauthorized
551.62 Stay of proceedings. (1) No permanent or tempo unders.551.32 (1) (g)an oganization designated by the division.

rary injunction, stayrestraining order asther order shall issue in  (2) Thedivision shall keep a register of all licenses, ndilee

any proceeding under §51.560r 551.61suspending or staying ingsand registration statements which aréave ever beenfet-

any order of the division, excepipon application to the circuit tive under this chapter and predecessor laws and all denial, sus
courtof the appropriate countyotice of which shall be given to pensionand revocation orders whittave been entered under this
the division and other parties the proceeding, and except aftethapterand predecessor laws. The register shall be open for pub
opportunity for hearing thereon. No permanent or temporaf inspection.

injunction, stay restraining order or other order shall issue in any (3) Theinformation contained in or filed with amggistration

other proceeding or action, in argourt, which shall have the g5tementnotice filing, application or report shall be made avail

effect of delaying or preventing any sudnder from becoming 5pje1q the public in accordance with rules adopted by the division.
effective,unless the parties the proceeding before the division (4) Thedivision upon request shall fumish to any person at a

arealso parties to the court proceeding or action, and eaftept reasonablechage photostatic or other copies, certified by the

noticeand opportunity for hearing thereon. division if certification is requested, of amptry in the register or

(2) No permanent or temporary injunction, stegstraining 5.y orderor other document on file with the division. Any copy
orderor other order shall issue in any proceeding undgs1s56 so certified is admissible in evidence unde89.18

or551.610r in any other proceeding or action, in any court; sus o .

pendingor stayingany order of the division or having thdest for(isn)te-lr-hrigg\l/séog m%yniswonor requests from interested persons
of delaying or preventing any such ordewm becoming déc- History'p1981 c 5$Sp40 43 1995 2 271997 &, 316

tive, unless an undertaking is entered into on the part of the peti ’ e ’ '
tioneror plaintiff, with a surety and in the sum the caarthe pre
siding judge thereof directs or approves to thiecfthat the
petitioneror plaintiff will pay all damages which any party sus
tainsby the suspension or stay of the order or the delay or prev
tion of the order frombecoming déctive, and to such otherfect with the division orif applying for a license, with theganization

as”:f court OtF judghe I?iée(t:ts’ %nd no ordelrtﬁr ju?gmentlin anyl.pkEfésignated)y the division under £51.32 (1) (a)anirrevocable
ceedingor action shait bstayed on appeal thereirom uniess a i Eonsenlappointing the division to be his or her attorney to receive

undertakings entered intdy the petitioner or plainfifn addition serviceof any lawful process in any noncrimirglit, action or

to the undertaking under 808.07 . : : o
o proceedingagainst him or her or a successxecutor or adminis
13 oR A et o, Gt Order6T W (2d) 585, 776 (1978)977 ¢ 18B- ratorwhich arises under thishapter or any rule or order under
this chapter after the consent has been filed, thithsame validity
551.63 Rules, forms and orders. (1) The division may asif served personally on the person filing the cons@he con
make,amend andescind any rules, forms and orders that are negent shall be in the form thiiivision by rule prescribes. The eon
essanyto carry out this chaptencluding rules and forms govern sentneed not be filed by a person who has filed a conseatin
ing registration statements, notice filings, applicaticarsd Nhectionwith a previous registrationr notice filing or license
reports,and defining any terms, whether or not used in thischafghichis then in diect. Servicenay be made by leaving a copy
ter, insofar as the definitions are not inconsistent with this chaptérthe process at thefafe of the division, but it is not ffctive
or federal statutesr regulations. For the purpose of rules andnlessthe plaintif, who may be the division in a suit, action or
forms, the division may classify securities, persons and matté#pceedingnstituted by the division, promptly sends notice of the
within the divisions jurisdiction, and prescribe tifentrequire  serviceand a copyf the process by registered or certified mail to

mentsfor different classes. Rules shall be made and publishedhg defendant or respondeat the persos’last address on file
accordancevith ch.227. with the division, and the plainti§ afidavit of compliance with

(2) No rule, form or order malge made, amended or rescindedhis subsection is filed in the case on or before the return day of the
unlessthe division finds that the action is necessary or appropri&’t‘%"ces"“‘or within such time as the court allows.

. . . . OTE: The bracketed “notice” was inserted after “filing” by 1997 Ws. Act
in the pUb“C interest and for the protection of |nvestdrspre 316, but is shown hee in the correct location. Corrective legislation is pending.

scribingrules and forms the division may cooperate with the-secu 5y \yhenany person, including any nonresident of this state,
rities administrators of other states and the securities aggoaqedn conduct prohibited anade actionable by this chapter
exchangeommission with a view to achieving maximum umifor o 2 v jjeor order under this chaptend the person has not filed
mity in the form and content of registration statements, notice fﬁconsent to service of process under §lipand personal juris
ings, applications and reports wherever practicable. diction over the person cannot otherwise be obtaingkis state,

(3) Subjectto section 15 of the Securities Exchange Act ghat conduct shall be considered equivaléatthe persos’
1934and section 222 of the Investment Advisers Act of 1940, tB@pointmenbf the division to be his or her attorney to receive ser
division may by rule or order prescribe the form and content gfce of any lawful process in any noncriminal suit, action ok pro
financial statements required under this chapthe circum ceedingagainst the person or the persmuccessgrexecutor or
stancesunder which consolidated financial statements shall Bgministratorwhich arises out of that conduct and which is
filed, and whether any requirddiancial statements shall be certi proughtunder thischapter or any rule or order under this chapter
fied by independent or certified public accountants. All financiglith the same validity as if served on him or her persansigr
statementsshall be prepared in accordance with generallyice may be made by leaving a copfthe process at thefiok of
acceptedaccounting practices unless otherwise permitted by rulge division, but it is not ééctive unless the plaintifwho may be
or order the division in a suit, action or proceeding instituted by the-divi

(4) No provision of this chapter imposing any liabilapplies sion, promptly sends notice of teervice and a copy of the pro
to any act done or omitted in good faith in conformity with angessby registered or certified mail to the defendant or respondent
rule, form or order of the division, notwithstanding that thke, atthe persors last-known address or takes other steps wdrneh

551.65 Service of process. (1) Everyapplicant for license
or registrationunder this chapteevery person filing a [notice] fil
ing under thischapter and every issuer which proposes fer af
§ curity in this state through any person acting as agent shall file
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reasonablycalculated to give actual notice; and the pldiatifi- in this state.
davit of compliance wittthis subsection is filed in the case on or (3) For the purpose of this section, afeoto purchase or to
beforethe return day of the process or within such time as the casisil is accepted in this state when acceptance is communicated to
allows. the offeror in this state, and has nateviously been communi

(3) Whenprocess is served under this section the court, or tbetedto the oferor, orally or in writing, outside this statand
division in a proceeding before the division, slatler such con acceptancés communicated to thefferor in this state, whether
tinuanceas is necessary tdfaifd the defendant or respondent-reaor not either party is then present in this state, when fleecef
sonableopportunity to defend. directsit to the oferor in this state reasonably believing théeodr

History: 1981 c. 53s.41, 43; 1995 a. 271997 a. 316 to be in this state and it is received by thiewfr in this state.

(4) An offer to sell or to purchase is not made in this state when

551.66 Scope of chapter . (1) The provisionf this chapter the publisher circulates or there is circulated on the publisher
concerning sales andfefs to sellapplywhen a sale or fafr to sell  behalfin this state any bona fide newspaper or other publication
is made in this state or when arfesfto purchase is made andof general, regular and paid circulation which is not published in
acceptedn this state. The provisions concerning purchases atiik state, or a radio or television program originating outside this
offers to purchase apply when a purchase far &6 purchase is stateis received in this state.

made in this state or anfef to sell is made and accepted in this History: 1971 c. 841981 c. 53
state. This section focuses on locus of certain actions, regardless of eithes aey’
. . ence. Feitler vWidas Associates, 418 F Supp. 735.
(2) Forthe purpose of this section, ariesfto sell or to pur

chases made in this state, whether or not either party is then pr651.67 Statutory policy . This chapter shall be so construed
entin this state, when the fef originates from thistate or is asto efectuate its general purpose to make unifone law of
directedby the oferor to this state and received by thiende in  thosestatesvhich enact the “Uniform Securities Act” and to coor
this state, but for the purpose ofh1.21 an ofer to sell which dinatethe interpretation and administration of this chapter with
is notdirected to or received by thderkee in this state is not maderelatedfederal regulation.
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