
STATE OF WISCONSIN 
OFFICE OF Tr-lE: 
COMMISSIONER OF SECURITIES 

CERTIFICNl'E 

SS RECEIVED 

AJ~Vc~d-
TO ALL TO WHOM THESE PRESENTS SHALL COME, GREETINGS: 

Rev/sor of 8tatutes . 
8ursau 

Ir Ullce Payne, Jr., Commisaioner of the State of Wisconsin Offiae 

of the Commissioner of Securities and custodian of the official records 

of said agency, do hereby certify that the annexed rules under Chapter 

551, Wis. Stats., relating to securities registration exemptions and 

use of preliminary prospectuses to make offers of securities were duly 

approved and adopted by this agency on April 16, 19B6. 

I further 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. 

(SEAL) 

IN TESTIMONY WHEREOF, I have 
hereunto set my hand and affixed the 
official seal of the Office of the 
Commissioner of Securities in the 
Cit~.Of Madison, this 7(p1:f day 
of rv-- ~ ~- , 1986. 

-lr-l-~~'~[JI~R. --------

commissi~~~~ Securities 
State of Wisconsin 
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ORDER OF THE 

OFFICE OF THE COMMISSIONER OF SECURITIES 

STATE OF WISCONSIN 

AMENDING RULES 

To amend SEC 2.01(1) (a)2. and 2.02(10) (g)1., re1ating to 
securities registration exemptions and use of pre1iminary 
prospectuses to make offers of securities. 



Pursuant to the authority vested in the Office of the 
Commissioner of Securities by sees. 551.22(1) (b), 551.23(18) 
and 551.63(1), Wis. Stats., the Wisconsin Commissioner of 
Securities amends rules interpreting those sections as 
follows: 

SECTION 1. SEC 2.01(1) (a)2. is amended to read: 

SEC 2.01(1) (a)2. Any securities of the enterprise, or 

any securities of an unconditional guarantor of all payments 

under the lease, sale or loan arrangement, are exempt under 

s.-8Ee ~.~1171-55l.22(7) Stats. or meet the conditions of s. 

551.235(1) to (4) and (5) (cl1.2. and 3a., Stats.-,- ~ or 

ANALYSIS: The amendments to this SECTION 
(which accords registration exemption 
status to industrial revenue bond s under 
s. 551.22(1) (b), Stats., where the 
underlying obligor or guarantor meets the 
requirements in the rule) do the 
following three things. First, because 
the so-called "blue chip" registration 
exemption of s. SEC 2.01(7) cited in the 
current rule has been repealed in 
Clearinghouse Rule 85-135 (effective 
Aprill, 1986), one of the amendments 
deletes the citation of the "blue chip" 
rule as a basis for the registration 
exemption in this ru1e. Second, due to 
the reeent enactment of a so-called 
"seasoned issuer" exemption in s. 
551.235, Wis. Stats. (1985 Wisconsin Act 
38, effective January 1, 1986), which was 
intended to rep1ace the "blue chip" 
exemption, a cross-reference to s. 
551.235 is added as a basis for the 
exemption in this rule. Third, a cross­
reference to the so-calied "exchange 
1 isting" exemption is s. 551. 22 (7), Wis. 
Stats., is added as a basis for the 
exemption in this rule. 
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The policy reasons for having the 
exemption in this ru1e be available for 
issuers (or guarantors) whose securities 
are exempt under s. 551.22(7) or meet the 
specified conditions of the "seasoned 
issuer" exemption are the same as 
underlaid the rule which in its current 
form refers to the "blue chip" rule. If 
the securities of an issuer would qua1ify 
for an exemption from registration in 
Wisconsin because the financial condition 
of the issuer and the trading market for 
its securities meets prescribed levels, 
the offer and sale in Wisconsin of 
industrial revenue bonds should simi1arly 
be exempt from registration where that 
same issuer is the underlying obligor or 
guarantor of all payments providing the 
source of payment of pr incipal and 
interest on such industr ial revenue 
bonds. 

SECTION 3. SEC 2.02(10) (g)l. is amended to read: 

SEC 2.02(10) (g)l. The securities are the subject of a 

registration statement filed under s. 551.25 or 551.26, 

Stats., a filing under s. 551.235, Stats., or a notice filed 

under s. 551.22(1) or (8) or 551.23(12) or (15), Stats.; 

ANALYSIS: This amendment adds a cross­
referenee to the recently enacted 
"seasoned issuer" registration exemption 
in s. 551. 235, Stats. (1985 Wisconsin 
Act 38). The amendment wil1 extend to 
offerings of securities in Wisconsin 
uti1izing the "seasoned issuer" 
exemption, the registration exemption 
accorded under SEC 2.02(10)(g)--which 
permits offers of securities to be made 
in Wisconsin by licensed broker-dealers 
through use of prel iminary prospectuses 
for offerings specified under subd. (g)l. 

(2) 



The amendment is necessary because the 
language in the "seasoned issuer" 
exemption in s. 551.235, Stats., 
establishes as a condition for use of the 
exemption that a registration statement 
have been filed under the federal 
Securities Act of 1933 and have been 
declared effective. Such condition, 
while it acts as an appropriate condition 
for sales of securities under the 
exemption, would restrict the ability of 
selling broker-dealers in connection with 
the offering to make offers in Wisconsin 
of the secur ities involved through use 
of the preliminary prospectuses prior to 
effectiveness of the registration 
statement. 

The exemption proVls lon of s. SEe 
2.02(10)(g)1. has been promulgated under 
the statutory authority of s. 551.23(18), 
Stats., to remedy the identical problem 
and situation regarding distribution of 
preliminary prospectuses with respeet to 
filing for offerings of securities under 
the coordination registration and 
qualification registration provisions of 
the Wisconsin Uniform Securities Law, as 
weIl as the registration exemptions cited 
in the rule. The amendment in this 
SECTION now adds to the list of offerings 
entitled to use this rule to make offers 
in Wisconsin via distribution of 
preliminary prospectuses, offerings 
through broker-dealers on behalf of 
issuers using the seasoned issuer 
exemption. 

Consequently, because a filing under the 
"seasoned issuer" exemption may be made 
before effectiyeness of the federal 
registration statement for the offering, 
the amendment to this rule acts to perroit 
broker-dealers offering/selLing on behalf 
of issuers using the "seasoned issuer" 
exemption to begin to make offers in 
Wisconsin, immediately upon the filing 
for that exemption in Wisconsin, pursuant 
to distribution of the' preliroinary 
prospectuses for the offering. 

* * * * * 

(3) 



I 

EFFECTIVE DATE 

The arnendrnents contained in this Order shall take effeet 
as provided in s. 227.026(1)(intro.), Stats., on the first 
day of the month following publication in the Wisconsin 
Adrninistrative Register. 

DATED at Madison, Wisconsin this 1(P..f5::- day of '7..=i;~*",,~-, 
1986 • 

. (SEAL) 

I 
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WISCONSIN LEGISLATIVE COUNCIL n:TRC1 
llQ.B!ilJ 

RULES CLEARINGHOUSE 
RONALD SKLANSKY 

DIRECTOA 
(Phone 266·1946) 

RICHARD SWEET 
ASSISTANT DI REeTOR 

(Phone 266-2982) 

CLEARINGHOUSE REPORT 
TO AGENCY 

ROOM 147 NORTH, STATE CAPITOL 
MADISON, WI 53702 
PHONE 608-266·1304 

BONNIE REESE 
EXECUT1VE SECRETAAY. 

[THIS REPORT HAS BEEN PREPARED PURSUANT TO S. 227.029, STATS., 
AS CREATED BY CH. 34, LAWS OF 1979. THIS IS A REPORT ON A RULE AS 
ORIGINALLY PROPOSED BY THE AGENCYi THE REPORT ~~Y NOT REFLECT 
THE FINAL CONTENT OF THE RULE IN FINAL DRAFT FORM AS IT WILL BE 
SUBMITTEO TO THE LEGISLATURE. THIS REPORT CDNSTlTUTES A REVIEW OF, 
BUT NOT APPROVAL OR DISAPPROVAL OF, THr SUBSTANTIVE CONTENT AND 
TECHNICAL ACCURACY OF THE RULE.] 

CLEARINGHOUSE RULE 86-2 
AN ORDER to repeal SEC 2.01 (7); and to amend SEC 2.01 (1) (a) 2 and 2.02 
(10) (g) 1, relating to securities registration exemptions and use of 
preliminary prospectuses to make offers of securities. 

Submitted by OFFICE OF THE COMMISSIONER OF SECURITIES. 

1- 2-86. Received by Legislative Couneil. 
1-28-86. Report sent to Ageney. 

RS : DLS : kja ; kj h 
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LEGISLATtVE COWICIL RULES elEARINGHOUSE REPORT 

(Pursuant to s. 227.029. Stats.) 

ClearinQhouf ~e No. ~ ""' 
Date I-l. -

1. REVIEW OF STATUTORY AUTHORITY (s. 227.029 (2) (a)J 

a. Rules appear to be within the ageneyls statutory ~ 
authori ty F\ 

b. Rules appear to be unsupported by statutory authority. D 
either in whole or in part 

c. Conment attaehed 0 yes 'F.. no 

2. REVIEl~ OF RULES FOR FORM. STYLE AND PLACEMENT IN ADMINISTRATIVE 
CODE (s. 227.029 (2) (e)J 

a. Rules satisfactory p{ 
b. Rules unsatisfactor,y D 
c. Comment attaehed D yes lino 

3. REVIEl~ OF RULES FOR CONFLICT WI.TH OR DUPLICATtON OF EXISTtNG RULES 
(s. 227.029 (2) (d)] . 

a. Conflict or duplieation not noted )( 
b. Conflict or duplieation noted D 
e. Camnent attaehed D yes '(no 

4. REVIEW OF RULES FOR ADEQUACY OF REFERENCES TO REU.TED STATUTES'. 
RULES AND FORMS [s. 227.029 (2) (e)] 

a. Referenees appear to be adequate )( 
b. Referenees appear to be inadequate o 
c. Comment attaehed D yes ~no 

5. REVm.z OF LANGUAGE OF RULES FOR CLARITY. GRAMMAR. PUNCTUATION 
AND PLAINNESS [s. 227.029 (2) (flJ 

a. Rules satisfaetor,y ~ 
b. Rules unsatisfactory D 
e. Conment attaehed li( yes D no 

6. REVIEW OF RULES FOR POTENTIAL CONFLlCTS HITH. AND COMPARASILITY 
TO. RELATED FEDERAL REGULATlONS [s. 227.029 (2) (g)] 

a. No problems noted )i( 
b. Problems noted D 
e. Conment attached D yes li( no 

7. REVIEW OF RULES FOR PERMIT ACTION OEADLINE ~s. 227.029 (2) (i)] 

a. No problelu noted )i( 
b. Problems noted 

c. Comment a ttached 

WlCS 
BR:wf:kja 
311/84 
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WISCONSIN LEGISLATIVE COUNCIL 

RULES CLEARINGHOUSE 

RONALD SKlANSKY 
DIRECTOR 

(Phone 266-1946) 

RICHARD SWEET 
ASSISTANT DIRECTOR 

(Phone 266-2982) 

ROOM 147 NORTH, STATE CAPITOl 
MADISON, WI 53702 

ClEARINGHOUSE RUlE 86-2 

COMMENTS 

PHONE 608-266-1304 

BONNIE REESE 
EXECUTIVE SECRETARY 

January 28, 1986 

[NOTE: All eitations to IIManual ll in the eomments 
below are to the Administrative Ru1es Proeedures 
Manual, prepared by the Revisor of Statutes Bureau 
and the legislative Couneil, dated June 1984.] 

5. C1arity, Grammar, Punetuation and Plainness 

a. In s. SEe 2.01 (1) (a) 2, the notation IIStats. 1I should follow II S • 
551.22 (7)11 and a semieolon shou1d preeede the final word lIor.1I 

b. In the effeetive date provision, II see . 227.026 (1) (Intro.), Wis. 
Stats. 1I should be II S • 227.026 (1) (intro.), Stats. 1I 
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Report Prepared by the 
Office of the Commissioner of Securities 

Relating to Amendments to the 
Rules of the Commissioner of Securities 

(a) Findings of Fact 

(1) The administrative rule promulgation procedure is 
being implemented in this matter for the purpose of adopting 
in permanent form emergency rules adopted December 6, 1985 
for effectiveness January 1, 1986. 

(2) 1985 Wisconsin Act 38, effective January 1, 1986, 
created a "seasoned issuer" registration exemption in s. 
551.235, Wis. Stats. Enactment of the "seasoned issuer" 
statute specifica11y affects the two rules that are amended 
by this Order. 

(3) A Notice of Hearing to consider the amendment of 
the ru1es that are the subject of this Order was issued by 
the Commissioner on December 12, 1985 and was pub1ished in 
the December, 1985, end-of-the-month Wisconsin Administrative 
Register, designating the pUblic hearing to be he1d in Room 
314 Northwest of the State Capitol on the 4th day of 
February, 1986, commencing at 10:00 a.m. 

(4) The complete text of the proposed rules with an 
analysis for each section was inc1uded in the mailing list of 
the December, 1985 Wisconsin Securities Bulletin sent to all 
persons on the Bulletin mailing list. The Bulletin mailing 
list includes the general pUblic, securities licensees and 
registrants, securities law practitioners, and other 
interested persons. In a Staff Note item of that Bulletin, 
the agency reguested written comments on the proposed 
amendments or testimony at the public hearing held at the 
State Capitol in Madison, Wisconsin. 

(5) A summary of the Notice of Hearing was published in 
the December 23, 1985 edition (Number 757) of the Blue Sky 
Law Reporter, pub1ished by Commerce ciearing House. 

(i) 



(6) The required filing of the proposed rule amendments 
was made with the Rules Clearinghouse of the Wisconsin 
Legislative Couneil on January 2, 1986, and those proposed 
rule amendments were designated in the Rules Clearinghouse 
Report as Clearinghouse Rule 86-2. The Rules Clearinghouse 
Report contained two comments on the proposed rules that 
related solely to "Clarity, Grammar, Punctuation and 
Plainness". Both of the suggestions by the Rules 
Clearinghouse in its Report were implemented as 
particularized in sub. (e) of this Report. 

(7) The public hearing relating to the rules that are 
the subject of this Order was held as scheduled on February 
4, 1986 at 314 Northwest Capital, with the Wisconsin 
Commissioner of Securities presiding as the hearing offieer. 

(8) During the comment period, no comments were 
received. At the public hearing, no testimany was preserited 
(other than by agency staff). 

(9) It is appropriate in the public interest and for 
the protection of Wisconsin investors for the Commissioner to 
seek to exercise his rUle-making authority under ss. 
551.22(1) (b), 551.23(18) and 551.63(1), Stats., to amend the 
rules as attached to carry out the purposes of the Wisconsin 
Uniform Securities Law. 

(b) Statement Explaning Need for Ru1es 

The administrative rule promulgation procedure is being 
implemented in this matter for the purpose of adopting in 
permanent form emergency ru1es effective January 1, 1985, 
which were adopted for the reasons discussed below. 

The emergency ru1es were adopted to coordinate the 
timing of changes in three existing administrative rule 
provisions with the January 1, 1986 effective date of 
recent1y enacted (October 24, 1985) 1985 Wisconsin Act 38 
that created a "seasoned issuer" registration exemption in s. 
551.235, Wis. Stats. The "seasoned issuer" exemption 
specifica11y affected all three of the administrative rules 
that were amended or repealed by the emergency rules. 

The ANALYSES of the ru1e amendments contained in the 
attached Order include detai1ed discu'ssions of the need for 
the rules. 

(ii) 



/' 
/ , .. / 

'I / 

(e) Explanation of MogJ.fj.eqtj.~ms. Mp-.qe. !i.S, .cLResult of 
Public Comment~~etters Re~_~iygd and Public Hearing 
Testimony 

--As aresult of the repeal of the "blue ehip" registration 
exemption in permanent form under Clearinghouse Rule 85-135, 
effeetive Aprill, 1986, the repeal of the "blue ehip" 
registration exemption initially ineluded as SECTION 2 of 
Clearinghouse Rule 86-2 in its eomment draft form has been 
deleted from the final form of Clearinghouse Rule 86-2 as 
attaehed to this Report. Repeal of the "blue ehip" 
registration exemption in the Clearinghouse Rule 86-2 is 
unneeessary and would be duplieative beeause the repeal in 
final form has already been aeeomplished in Clearinghouse 
Rule 85-135. 

(d) List of Persons Appearing or Registering at Public 
Hearing eondueted by Commissioner of Securities· 
U1ice Payne, Jr. as Hearing Offieer 

Patrieia D. Struek, Assistant General Counsel of 
the Office of the Commissioner of Securities, made 
an appearanee on behalf of the agency's staff and 
submitted doeuments and information for the 
reeord. 

(e) Response to Legislatiye Couneil/Rules Clearinghouse 
Report Recommendations 

(1) Aeeeptanee of reeommendations in whole: 

Under 1. Statutory Authority 

--No eomments were made by the Rules Clearinghouse. 

Under 2. EQt:m, St yle sng ElaQement in Agminiatt:atiye 
~ 

--No eomments were made by the Rules Clearinghouse. 

Under 3. Reyiew of Ru1es fot: CQnfliQt With or 
DupliQatiQn of Exiating RQL~ 

--No eomments were made by the Ru1es Clearinghouse. 

(iii) 



Under 4. Adeguaey of Referenees to Related Statutes, 
Rules and Forms 

--No eomments were made by the Rules Clearinghouse. 

Under 5. Clarity, Grammar, Punetuation and Plainness 

--Consistent with the Ru1es C1earinghouse eomment 
in para. a., in s. SEC 2.01(1) (a)2., the notation 
"Stats." was added after "s. 551.22(7)", and a 
semieolon was added before the final word "or" 

--Consistent with the Rules C1earinghouse eomment 
in para. b., the 1anguage "see. 227.026(1) 
(Intro.), Wis. Stats." in the Effeetive Date 
provision was amended to read "s. 227.026(1) 
( Intro) Stats. " . , 

(f) Fina1 Regulatory Flexibility Analysis 

The rule amendments will not affeet small businesses as 
defined in s. 227.016(1) (a), Stats. 

( iv) 



State of Wisconsin \ OFFICE OF THE COMMISSIONER OF SECURITIES 

Anthony S. Ear! 
Governor 111 WEST WILSON STREET 

, BOX 1768 
MADISON, WISCONSIN 53701 

U/ice Payne, Jr. 
Commissioner of Securities 

Margaret A. Satterthwaite 
Deputy Commissioner Apr!l 16, 1986 

Office of the secretary of State 
201 East Washington Avenue 
Madison, Wisconsin 53702 

• )Revisor of Statutes Bureau 
V30 West Miff1in Street 

Madison, Wisconsin 53703 

Gentlemen and Mesdames: 

';"~r.' 

GENERAL 
GENERAL COUNSEL 
REGISTRATION 
LlCENSING 
FRANCHISE 
ENFORCEMENT 
ADMINISTRATION 

RECEIVED 

APR 16 1986 
Revisor of Statutes 

Bureau 

Re: Filing of Certified Copies of Order 
__ ~Ac1ol)ting Rules/CIeaI inghouse Rule 86-2 

Pursuant to the reguirementa of ss. 227.023(1) and 
227.025, wis. Stats., a certified copy is herewith filed of 
the above-referenced Order Adopting Rules in the form 
prescribed in sec. 227.024, Wis. Stats. The rules were 
adopted by this agency on April 16, 1986. 

vr;;;ll!St ______ 
RandaII E. Schumann -
General Counf3el 

RES:bd 

cc: Ulice Payne, Jr. 
Commissloner of Securities 

Enclosures 

(608) 266-3431 
(608) 266-9886 
(608) 266-1064 
(608) 266-3693 
(608) 266-3364 
(608) 266-8557 
(608) 266-3583 


