Clearinghouse Rule 96-065

CERTIFICATE R OLE

STATE OF WISCONSIN )
OFFICE OF THE ) SS.
COMMISSIONER OF SECURITIES )

TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETINGS:

I, Patricia D. Struck, Commissioner of the State of Wisconsin Office of the
Commissioner of Securities, and custodian of the official records of said agency, do
hereby certify that the cnnexed rule under Ch. 551, Wis. Stats., the Wisconsin Uniform
Securities Law, relating to designating the Chicago stock exchange under s.
551.22(7), Stats., was duly approved and adopted by this agency on June 21, 1996.

[ turther certify that said copy has been compared by me with the original on
file in this agency and that the same is a true copy thereof, and of the whole of such

original.

IN TESTIMONY WHEREOF, I have hereunto
set my hond and affixed the official seal of
the Office of the Commissioner of Securities
in the City of Madison, this & day of
June, 1996.

[SEAL]

Patricia D. Struck
Commissioner of Securities

State of Wisconsin
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FINAL ORDER OF THE
OFFICE OF THE COMMISSIONER OF SECURITIES
STATE OF WISCONSIN
ADOPTING RULES

To create SEC 2.01(3)(e), Wis. Adm. Code, relating to designating the Chicago Stoc
under s. 551.22(7), Stats.

SECTION 1. SEC 2.01(3)(e) is created to read:

SEC 2.01(3)(e) The Chicago stock exchange is designated as a national securities
exchange qualifying for registration exemption status under s. 551.22(7), Stats., but only
with respect to Tier 1 securities listed on that exchange, provided that proposed rule
changes with respect to its Tier 1 securities are approved by the U.S. securities and
exchange commission, and provided that a Memorandum of Understanding is entered into
and is in force and effect between the Chicago stock exchange and the north american
securities administrators, inc. The designation is subject to the authority of the
commissioner to revoke the designation by order based upon a determination that the
exchange's requirements for listing or maintenance for Tier 1 securities as contained in the
Memorandum of Understanding and as published in the Commerce Clearing House
NASAA Reports, have been so changed or insufficiently applied that the protection of
investors contemplated by the exemption no longer exists. The commissioner also may
deny or revoke, by order, registration exemption status accorded by this paragraph with
respect to a specific issue of securities or category of securities on the exchange. The
issuance of any order by the commissioner under this paragraph shall be in accordance
with the provisions of the Memorandum of Understanding relating to notice of and
opportunity for hearing, written findings of fact and conclusions of law, and judicial

review,

Analysis Prepared by the Office of the Commissioner of Securities:

Statutory Authority: ss. 551.63(1), 551.22(7), Stats.

Statutory Interpreted: ss. 551.22(7), Stats.

This rule designates the Chicago Stock Exchange as a national securities exchange
qualifying for registration exemption status under the "trading marketplace" exemption in s.
551.22(7) Stats., but only with respect to "Tier 1" securities listed and traded on that exchange.
Rule changes have been proposed by the Chicago Stock Exchange, subject to approval by the
U.S. Securities and Exchange Commission ("SEC"), to create a two-tier structure for listings.
The rule changes would increase the Chicago Stock Exchange's quantitative and qualitative listing
standards and requirements for purposes of Tier 1 securities listed thereon so as to be equivalent
to the listing standards and requirements employed by: (i) the American Stock Exchange (which
for some years has been an exchange specified in s. 551.22(7), Stats.); (ii) by the National
Association of Securities Dealers NASDAQ/National Market System (that was added to s.
551.22(7), Stats., in legislation during 1990); and (iii) by the Pacific and the Philadelphia Stock
Exchanges that were designated as qualifying exchanges for purposes of s. 551.22(7), Stats.,--but




only with respect to Tier 1 securities traded thereon--in this Office's 1995 rule revision process in
rules that became effective January 1, 1996. By specifying in this rule that the exemption exists
only for the Chicago Stock Exchange Tier 1 listed securities, the securities listed on that
Exchange's Tier 2 --which have appreciably lower quantitative and qualitative standards--will not
qualify for use of the exemption.

The rule contains language which provides that its effectiveness is conditional upon the
Chicago Stock Exchange's proposed rule changes with regard to its Tier 1 securities being
approved by the SEC. The rule also contains language which provides that its effectiveness is
conditional upon a Memorandum of Understanding ("MOU") being entered into and being in
force and effect between the Chicago Stock Exchange and the North American Securities
Administrators Association, Inc. ("NASAA") on behalf of its member jurisdictions. The MOU
provides the framework for consideration by individual NASAA member jurisdictions to grant
securities registration exemption status under their respective "trading marketplace" exemptions
[s. 551.22(7) in Wisconsin] on the basis that under the MOU:

(1)  The Chicago Stock Exchange has established listing and maintenance standards, as well as
specified corporate governance provisions, all as published in rules approved by the U.S.
Securities and Exchange Commission, for equity securities to qualify for trading on Tier 1
of that Exchange that are equivalent to the standards and requirements currently applied
by the American Stock Exchange, by the NASDAQ/NMS, and by the Pacific and the
Philadelphia Stock Exchanges (for Tier 1 securities traded thereon); and

(2) A decertification/termination process is established whereby the Commissioner can
decertify/terminate the designation of the Chicago Stock Exchange as qualifying for
registration exemption status under s. 551.22(7), Stats., by issuance of an order upon a
determination that the requirements for listing or maintenance have been so changed or
insufficiently applied that the protection of investors contemplated by the exemption
designation no longer exists. Additionally, the Commissioner by order can deny or revoke
exemption status with respect to a specific issue of securities or category of securities.
The MOU establishes the procedure to be followed with respect to the
decertification/termination process, including notice of and opportunity for hearing,
written findings of fact and conclusion of law, and judicial review.

* % k X

This rule shall take effect on the first day of the month following publication in the Wisconsin
Administrative Register as provided in s. 227.22(2)(intro.), Stats.

DATED at Madison, Wisconsin this =i/5&ay of Jitzre . 1996.

[SEAL]
PATRICIA D. STRUCK
Commissioner of Securities
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REPORT PREPARED BY THE

OFFICE OF THE COMMISSIONER OF SECURITIES
RELATING TO FINAL FORM OF RULE SEC 2.01(3)(e) OF THE

RULES OF THE COMMISSIONER OF SECURITIES

Statement Explaining Need for Proposed Rule

This rule is needed in order to designate the Chicago Stock Exchange as a national
securities exchange qualifying for registration exemption status under the "trading
marketplace" exemption in s. 551.22(7), Wis. Stats., but only with respect to "Tier 1"
securities listed thereon, as discussed more extensively in the attached Analysis for the

rule.

Explanation of Modifications Made as a Result of Public Comment Letters and Hearing
Testimony

Not Applicable--no hearing required to be held.

List of Persons Appearing or Registering at Public Hearing

None--no hearing required to be held.

Response to Legislative Council/Rules Clearinghouse Report Recommendations

Changes were made to the capitalization of certain words in the rule as recommended by
the Rules Clearinghouse, with other capitalization to be consistent with the capitalization
of the same words in three previously-adopted rules designating other securities exchanges
for purposes of s. 551.22(7), Wis. Stats.

No final regulatory flexibility analysis is included on the basis that the Office of the
Wisconsin Commissioner of Securities has determined that the proposed rule amendments
will not have a significant economic impact on a substantial number of small businesses.
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The proposed rule designates the Chicago Stock Exchange as a national securities
exchange qualifying for registration exemption status under the "trading marketplace” exemption
in's. 551.22(7) Stats., but only with respect to "Tier 1" securities listed and traded on that

exchange. .

’ This rule will not have any anticipated fiscal effect on agency revenues or costs because
the Tier 1 securities that will be listed on the Chicago Stock Exchange (and thus qualifying for
registration exemption status in Wisconsin) are also listed on other trading marketplaces,
including NASDAQ/NMS or the American Stock Exchange, that would separately qualify for
registration exemption status under the trading marketplace exemption in s. 551.22(7), Stats.
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WISCONSIN LEGISLATIVE COUNCIL STAFF

RULES CLEARINGHOUSE

Ronald Sklansky David J. Stute, Director
Director Legislative Council Staff
(608) 266—1946 (608) 2661304

One E. Main St., Ste. 401

Richard Sweet
P.O. Box 2536

Assistant Director
(608) 266-2982

[THIS REPORT HAS BEEN PREPARED PURSUANT TO 8. 227.15, STATS. THISIS
A REPORT ON A RULE AS ORIGINALLY PROPOSED BY THE AGENCY; THE
REPORT MAY NOT REFLECT THE FINAL CONTENT OF THE RULE IN FINAL
DRAFT FORM AS IT WILL BE SUBMITTED TO THE LEGISLATURE. THIS
REPORT CONSTITUTES A REVIEW OF, BUT NOT APPROVAL OR DISAPPROVAL
OF, THE SUBSTANTIVE CONTENT AND TECHNICAL ACCURACY OF THE

RULE.]

CLEARINGHOUSE RULE 96065

AN ORDER to create SEC 2.01 (3) (e), relating to designating the Chicago stock exchange under
s. 551.22 (7), Stats. ‘

Submitted by OFFICE OF THE COMMISSIONER OF SECURITIES

03-29-96 RECEIVED BY LEGISLATIVE COUNCIL.
04-18-96 REPORT SENT TO AGENCY.
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Clearinghouse Rule No. 96—065
Form 2 —-page 2 ’

LEGISLAT ILR LEARIN E REPORT

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

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

-Comment Attached YES r__ NO |~

2. FORM iYLE AND PLACEMENT IN ADMINISTRATIVE CODE [s. 227.15 (2) (¢)]

Eﬁ{ﬁm@"@)mh\lént Attached YES | | . NO

i«

‘)~ 3. CONEEICT WITH OR DUPLICATION OF EXISTING RULES [s. 227.15 (2) ()]

SRy

Comment Attached YES [::l NO |

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

| Comment Attached -~ YES [___] NO
5. CLARITY, GRAMMAR, PUNCTUATION AND USE OF PLAIN LANGUAGE [s. 227.15 (2) (D]
Comment Attached YES D NO

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

Comment Attached YES D - NO -

7. COMPLIANCE WITH PERMIT ACTION DEADLINE REQUIREMENTS [s. 227.15 2) (h)]

Comment Attached YES - _ NO k_




WISCONSIN LEGISLATIVE COUNCIL STAFF

RULES CLEARINGHOUSE

Ronald Sklansky David J. Stute, Director
Director Legislative Council Staff
(608) 2661946 (608) 266—1304

Richard Sweet One E. Main St., Ste. 401
Assistant Director P.O. Box 2536

(608) 2662982 Madison, WI 53701-2536

FAX: (608) 2663830

CLEARINGHOUSE RULE 96065

Comments

[NOTE: All citations to “Manual” in the comments below are to the
Administrative Rules Procedures Manual, prepared by the Revisor of
Statutes Bureau and the Legislative Council Staff, dated October
1994.]

2. Form, Style and Placement in Administrative Code

In the rule, certain words should not be capitalized: “Tier 1,” “Securities and Exchange
Commission,” “Memorandum of Understanding,” “Securities Administrators, Inc.” and “Com-
merce Clearing House NASAA Reports.” Section SEC 2.01 (3) contains numerous examples of
excess capitalization that can be remedied during future revisions of these provisions.




State of Wisconsin
Office of the Commissioner of Securities

Tommy G. Thompson 101 E thaﬂmguAd:l Fouth Fl
FORN . Wilson Street, Four oor
Governor ) Post Office Box 1768
Madison, WI 53701
Patricia D. Struck Information (608) 266-3431
Commissioner Registration (608) 266-1064
Franchise (608) 266-8557
Licensing (608) 266-3693
Legal Services (608) 266-9886

June 21, 1996

Office of the Secretary of State
30 West Mifflin Street
Madison, WI 53703

/ Revisor of Statutes Bureau ,
131 West Wilson Street, Suite 800 RECEIVED
Madi WI 53703-3233 : .

adison, JN 21 3996

REVISOR OF STATUTES
BUREAU

Re:  Filing of Certified Copies of Final Order
Adopting Rules/Clearinghouse Rule 96-065

Gentlemen and Mesdames:

Pursuant to the requirements of ss. 227.20 and 227 21, Wis. Stats., a certified copy is

herewith filed with each of your offices of the above-referenced Final Order Adopting Rules in the

form prescribed by sec. 227.14, Wis. Stats. The Final Order Adopting Rules was signed and
issued by this agency on June 21, 1996.

Also attached is a copy of the Report prepared by this agency relating to the final rules,

together with a copy of a Fiscal Estimate relating to the rules, and a copy of the Wisconsin
Legislative Council Rules Clearinghouse Report.

If you have any questions, please call me at 266-3414.

Very truly yours,

Ra/né E. Schumann B
General Counsel

RES:jdc

enclosures

cc: Patricia D. Struck
Commissioner of Securities
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