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SI‘C 2 o1 E'(emp! securilies. (1) (a) Any revenue obhgatmn payab!e
from payments to be made in respect of property or money used under a
lease, sale or loan arrangement by or for a nongovernmental industrial or
commercial enterprise, is exempted under s, 551.22 (1), Stats " ifs

1. The’ enterprlse is a pubhc utility described under s, 551,22 (6),.
Stats., having securities registered under section 12 of the securities ex-
change actof 1934, orisa wholly-owned submdnary of one or more of such
utlhtles :

2 Any securlties of the enterprlse, orany securities ef an uncondltxonal
guarantor of all payments under the lease, sale or loan alrangement are
exempt under s. SEC 2.01 (Thor .. ..

3 A noticé of the IJl opnsed oﬁermg is filed with the commissioner prlor
to the offering, including a trust indenture meeting the requirements of s.
SEC 8.24, an official statement or a prospectus meeting the requirements
of s, SBC 3.28 that ¢ontains financial statements for the enterprise meet-
ing the requirements of s, SEC 3.22 (1) (p), and such additional informa-
tion as the commissioner may require, and the commissioner does not by
order deny the exemption within 20 days of the date the notice is filed.
The financial statement requirement in this subdivision is not applicable
if the revenue obligations being offered are the subject of an irrevocable
letter of credit from a bank in favor of holders of the revenue obligations
providing for payment of principal and interest on the revenue obliga-
tions, and the letter of eredit is accompamed by an opinion of counsel
stating that: a.i. payment of debt service will not constitute a preference
under the U.S, bankruptey code in the event of a filing of a petition in
bankruptey with respect to the enterprise, or ii. the letter of credit will
provide for reimbursement to holders of the revenue obligations in the
event they are required by order of a U.S. bankruptey court to disgorge
as a preference any payment of a debt service, or a combination of i, and
ii,; and stating that b. the enforceability of the letter of eredit would not-
be materially affected by the filing of a petition under the U.S. bank-
ruptey code with respect to the enterprise or any person obligated to
reimburse the bank for payments made pursuant to the letter of credit.

‘(b) Any guarantee of any secunty exempt under s. 551,22(1), Stats,. 1s
exempted froms, 551.21, Stats., . .

(c) For purposes of the reglstratlon exemption provxsxon of s. 551 22
(1), Stats,, requiring the financial statements of certain issuers to be pre-
pared accordmg to genera]ly accepted accounting principles or gmdelmes
which the commissioner of securities designates by rule. a security is ex-
empted from registration thereunder if:
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1. The issuer’s annual financial statements for fiscal years commencing
on or after January 1, 1982, are prepared according to generally accepted
accounting principles as established by the National Council on Govern-
mentfal Accounting, Statement 1, “Governmental Accounting and Fi-
nancial Report Principles’ (March 1979} or other rule-making body des-
ignated under rule 203 of The Proféssional Ethics Code of the American
Institute of Certlﬁed Public Accountants; or

2, The issuer’s annual Bnancial statements relating to fiscal years end-
ing on or before December 31, 1985, are prepared aceording to generally
accepted accounting prmelples as provnded in subd. 1., but where the
auditor’s opinion. is quallﬁed with respect to the ﬁxed asset account
group; or : )

3. The issuer’s annual financial statements relatin’g to fiscal years end-
ing on of before December 31, 1985, are prepared in compliance with
accounting guidelines or pr ocedures mandated by state law or by rule of
any state agency, or recommended by any state agency.

{d} Determination of accounting prineciples or guidelines. Whether fi-
nancial statements meet the requirements of par. (¢}, shall be conclu-
sively determined by the last available auditor’s opinion relating to the
issuer’s ﬁnan(:lal statements for-a fiscal year end;ng not more than 21
months prior to the offering. The auditor’s opinion may be conclusively
relied upon by third parties for purposes of such determination. The
opinion shall meet the requirements of rule 2.02 of regulation 8-X of the
. dS g}e;euntles and exchange commissmn in 17 CFR H210.2-02 and pro-
vi e at:

. Wlth 1espect to par (e} 1, the financial statements are prepared in
accordance with generally accepted accountmg prlnCIplES, or equivalent
]anguage, .

2. With 1eapeet to par. {¢) 2, the financial statements are prepared in
accmdance with generally accepted accounting principles, but qualified
wrth lespect to the fixed asset account group, or equlvalent language;

3. With respect to par. (¢)8, the financial statements are prepared on
the basis of accounting guidelines or procedures mandated by state law
or by rule of any state agency, or recommended by any state agency, or
equwalent language

{2) For purposes of s 551.92 (8) Stats an Issuer or a guarantor is
“subject to regulation in respect of the issuance or guarantee of its securi-
ties by a governmental authonty if that governmental authority has
authority to regulate the issuer’s or guarantor’s business and the terms of
the par ticular securities to be offered and sold o

(3) (a) Any evidénce of debt issued by a domestic non-m ofit corpora-
tion to persons other than its members is exempted under s. 551,22 (8),
Stats, ., Il the issuer or a licensed bloker-dealen files a notice of the pro-
posed issuarice with the commissioner prior to the offéring, including: a
trust indenture meetmg the requirements of s. SEC 3.24, under which
the evidence of debt is proposed fo be issued; a prospectus descrlbmg the
issuer, the frust mdentm e and the evidence of debt proposed to be issued,
wlueh shall be g given or sent to edch person to whom an offer of such
evidence of debt is made at the time or times speclfied ins, SEC 3,23 (1};
and such “additional information as the commissioner may re-
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(i) Any offer or sale of debt securities by an issuer to its employes or
agents, provided there is filed with the commissioner prior to any offer or
sale a notice as provided in s, SEC 2.03 (1), and the commissioner by
order exempts the offering, Without limiting the ability of the commis-
sioner to refuse to issue an order on other grounds, the commissioner may
ﬁmli the issuance of an order inappropriate for the protection of investors
unless;

1. The issuer’s net earnings for its last fiscal year prior to the offering
shall have been at least equal to the interest requirements on its debt
securities for that year;

2. The debt securities being offered shall be of a fixed-term nature with
maturities varying from not less than 90 days to not more than two years
from the date of issue;

3. Any provision for renewal of the debt securities shall require that
each holder receive 30 days prior written notice of the renewal accompa-
nied by updated information described in subd. 5., that the renewal may
not occur unless the holder signs at the time of the renewal a subscrlptmn
agreement agreeing to the renewal, and that the term of the securities
being renewed shall not extend beyond the expiration date of the Order
of Fxemption issued under this subdivision;

4, Bach purchaser of debt securities shall be required to represent ina
subseription agreement for purchase or renewal of the debt securities
that the dollar amount of the purchase does not exceed 25% of his or her
liqtuid net worth, excluding equity in his or her house or personal prop-
erty;

5. An Information Summary containing at least the following informa-
tion shall be provided by the issuer to each offeree at the time of the
offering:

a. Disclosure of the specific purposes for use of the funds raised from
the sale of the debt securities; .

b. A statement that the decision 'of an offeree whether or not to
purchase or to agree to any renewal wﬂl not have any effect upon that
offeree’s advancement opportunities, raises or other benefits, nor will im-
pact on the offeree’s continued employment or job duties; :

c. A representation that the issuer is not contemplating, and is not the
subject of, any proposed merger, sale of assets or control of the issuer,
receivership or bankruptey, that it does not have current financial obli-
gations that it is unable to meet, and that it has not been refused credit
by any lending institution for the purposes for which the proceeds from
sale or renewal of the debt securltles wxll be used and

d. Financial statements for the issuer’s three previous fiscal years, or
the duration of the issuer’s existence, whichever is less, that shall be ei-
ther audited or, if unaudited, accompanied by the issuer’s federal income
tax retum with suppm tmg schedules for the corresponding years;

6. Oﬁerees shall be provnded thh a ﬁve day period following their re-
ceipt of any offering materials, information or subseription agreement for
purchase of the issuer’s securities, before the subseription agreement can
be returned to or aceepted by the issuer; and
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7. The issuer shall provide that upon the death or involuntary termi-
nation of employment of the holder, the debt securities will be redeemed
by the issuer within 60 days of receipt by the issuer of a written request
for repurchase from the holder or the holder's legal representative, The
redemption price shall include principal plus acerued interest to the date
of redemption. .

(i) Any offer or sale of securities under s, SEC 2.025.

Hislory: Cr. Register, December, 1969, No. 168, eff. 1-1-70; r. and reer. Register, August,
1812, No, 200, eff, 9-1-72; emerg. cr. {11), eff, 11-4-75; er (11), Register, February, [976, No.,
242, eff, 5-1- 6. Am, {1)(a), (3)(a), and (b), (5} and (B), renum, {9}10) and {11) to be (10),
(Il) and (9), am. (9)(10} {intro.) and (11)(a)and (e}, r. and recr. {10)(b), er. (11) {f) and (g},
Register, December, 1977, No. 264, eff, 1-1-78; am. (8)(b) and (d) I, Reglster, September,
1978, No, 273, eff, 10-1-78; am. (b) (c), {6} (b) and (11} €0y 6., Reg:ster. December, 1979, No.

284, eﬁ 1- 180 am, (1)(b). (2Yand (3) (a) and (b}, r. (4}, renum. (5) to (11) to be (4) to (10,

and am. {h) (a) (e), and (d) 1,, {6, (9} and (16), Register, December, 1980, No. 300, eff. 1-1-
81; cr. (9) (¢) and am, (10) (d). Register, December, 1981, No. 312, eff. 1- 182 energ, cr. {14)
(h), eff. 5-1-82; er, (10} (h), Register, September, 1982, No. 321, eff, 10-1-82; am, {3) {a)and
(5 (d} 1., er. (10) (i), Registér, December, 1982, No. 324 eff, 1- 1-83 er. (10) (]), Reg:ster
August, 1983 No, 332, eff. 9-1-83,

SEC 2.025 Uniform limited offering exempiion. (1) Except as provided
under sub. (6}, any offer or sale of securities made in complianece with the
requirements of regulation D under the securities act of 1933; and rules
230.501-230.508, 230,505 and 230.506 thereunder [17 CFR 230.501-503,
230.505 and 230.506] as set forth in the U.S, securities and exchange com-
mission release No. 33-6389, is exempted if the offer or sale also satlsﬁes
the additional conditions and limitations in this section.

(2) No commission or other remuneration shall be pald or given, di-
rectly ‘or indirectly, to any person for soliciting any prospective pur-
chaser in this state or in connection with sales in this state of securities in
reliance on the exemption under this seetion, except to a broker-dealer
licensed in this state or to an issuer representative meeting the conditions
in sub. (7) of this section. .

(3) (a) Unless the cause for disqualification is waived under par. (b), no
exemption under this section shall be available for the securities of any
issuer if any of the following subds. apply to any of the persons or parties
described in pars. (¢) through (f) of rule 230.252 of regulation A under
the securities act of 1933 [17 CFR 230.252;:

1, The person or party has filed a registration statement which is the
subject of an effective order entered against the issuer, its officers, direc-
tors, general partners, controlling persons or affiliates thereof, pursuant
to any state's law within five years prior to the filing of a notice required
under sub. (4) denying effectiveness to, or suspending or revoking the
effectiveness of, the registration statement;

2. The person or party has been convicted of any felony or misde-
meanor in connection with the offer, sale or purchase of any Secm‘ltif
franchise, or any félony involving fraud or deceit, including but not
ited to forgery, embezzlement, obtaining money under false pretenses,
larceny or conspiracy to defraud

3. The person or party, other than a broker-dealer licensed in this
state, is subject to any state’s administrative order or judgment entered
by that state’s securities administrator within five years prior to the fil-
ing of a notice required under sub. {4), or the person or party, mcludmg a
broker-dealer licensed in this state, has been subject to any state’s ad-
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ministrative order or judgment based on fraud, deceit, an untrue state-
ment of a material fact, or an omission to state a material fact, and the
order or judgment was entered by that state’s securities admmlstrator
within five years prior to the filing of a notice required under sub. (4);

4. The person or party is subJect to any state’s adminstrative order or
judgment entered by that state’s securities administrator within five
years prior to the filing of a notice required under sub, (4) which prohib-
its, denies or revokes the use of any exemption from registration in con-
nection with the offer, sale or purchase of securities; or

5. The person or party is subject to any order, Judgment or demee of
any eourt temporarily or preliminarily restrammg or enjoining, or is sub-
ject to any order, judgment or decree of any court entered within five
years prior to the filing of a notice required under sub. (4) _permanently
restrammg or enjoining the person or party from engaging in or continu-
ing any conduct or practice in connection with the offer, sale or purchase
of any security, or the making of any false filing with any state,

(b) 1. Any disqualification under this subsection mvolvmg a broker-
dealer is waived 1n the event the broker-dealer is licensed as a broker-
dealer i né this state subsequent to the act or event causing disqualifica-
tion; an

2. The commissioner may waive any dlsquahﬁcatmn under this subsec-
tion upen a showing of good cause that it is not neeessary under the cir-
cumstances that use of the exemption be denied.

(4) The issuer shall file with the commissioner a notice comprised of
the information and documents listed in pars. (a} through (e) of this sub-
section not later than the date the first offer in reliance on the exemption

under this sect:on is made in this state: .

(a) An offering document providing full diselosure of all material facts
relating to the issuer and to the offering, mc]udmg its terms and condi-
tions;

(b} An undertaking to file with the commissioner a copy of any mate-
rial -amendment to the offering within 10 days from the date of the
amendment;

(c) A completed Form D as prescribed under the securities aet of 1933
in 17 CFR 239.500 that is manually signed by a person duly authorized
by the issuer;

{d} A eonsent to service of process manually signed by a person duly
authorized by the issuer; and

(e) The fee prescribed by s. SEC 7.01 (2).

(5) In ail sales in this state to aceredited and non-aceredited investors,
as both terins are defined in regulation D under the securities act of 1933,
the lssuer, any person acting on its behalf, and any broker—dealer in-
volved in the offer or sale of the securities, shall make Inquiry sufficient to
have reasonable grounds to believe, and shall believe, that both of the
following conditions are satisfied: .

(a) The investment is suitable for the purchaser upon the basis of facts,
if any, diselosed by the purchaser regarding the purchaser’s other securi-
ties holdings and current financial condition and objectives, For the lim-
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ited purpose of this condition, a rebuttable presumption is created that
the investment is suitable if it does not exceed 20% of the purchaser's net
worth, éxcluding prmc:pal residence, household furnishings and personal
automob:les,

{b) The purchaser either alone or.with:-the purchaser’s representative
has such knowledge and experience in financial and business matters that
the purchaser js capable of evaluating the merits and risks of the prospec-
tive investment, For purposes of this subparagraph, the offeree repre-

sénitative shall not be directly or indirectly affiliated with the issuer and:

shall not receive a fee or compensation from the issuer or any broker-
dealer involved in the offer or saie of the securities,

(6) The registration exemption under this section is not available for

offers or sales of securities described in pars. (a) or (b) of this subsectlon
unless the offers and sales are made by a broker-dealer hcensed in this
state:

(a) Any investment contract or limifed partnership interest engaged in
acquiring or developing an oil, gas or mining title or lease; or-.

. (b} Any certificate of interest or participation in an oil, gas or mining
title or lease or in payments out of production under such title or lease.

(7) A persen may act as an issuer representative to offer or sell the
securities of an issuer engaged or to be engaged in the acquisition or de-
velopinent of real estate located in this state if conditions (a) to (¢) of
this subsection are complied with:

"(a) The person is licensed by meeting the filing, qualifieation and Ii-
censing provisions applicable to an agent for an issuer under ss. §51.31-

551.33, Stats., and is subject to the provistons of s. 551,34, Stats., and to |

the ﬁ]mg ofan applicatron for withdrawal under s. SEC 4 08 (2) when the

offering is terminated or the issuer representative termmates employ-

ment;

(b) An application for license is filed by the issuer with the commis-
stoner for each issuer representative not later than 10 business days prior
to the filing of a notice required under sub. (4} of this section, and licens-
ing is eﬂ'ectwe 10 business days after filing, or such earlier time as the
commissioner may permit, unless the apphcatlon is clemed or postponed
under s. 551,34, Stats.; and

(e) Every applicant {or an issuer representative license shall pay the
agent filing fee speciﬁed in s, 5561.52 (2), Stats.

(8) The commissioner may, by order increase the number of purchas-
ers or waive any other conditions of the exemptmn under this section for
a particular offering.

History: Cr. RegisterpAugust, 1983, No. 332, ff, 9-1-83.

SEC 2.03 Exemption proceedings. (1) A notice of exemptlon pursuant to
5. 551,22 or 551.28, Stats,, shall consist of a copy of any pr ospectus, cireu-
lar or other matertal to be delivered to offerees, the [ee prescribed by s,
SEC 7.01 (2), and a cover letter deseribing how the oﬁ'ermg will meet all
the requirements for use of the exemption sought to be ufilized,

(2) Tf any information is reasonably required by the commissioner
prior to the effective date of an exemption, in connection with the exami-
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nation of any notice filed pursuant to s. 551.22 or 551.23, Stats., the no-
tice is not deemed filed untit the information so required is filed with the
commissioner.

{3) An order of the commissioner disallowing an exemption with re-
spect to a specified security or transaction pursuant to s, 551.22 or 551.23
Stats., has the same effect as an order denying or revoking an exemption
pursuant to s. 551.24, Stats.

1tistory: Cr. Register, December, 1969, No. 168, eff, 1-1-70; r. and recr. Register, August,
1972, No. 200, eff. 9-1.72; am. { 1), Register, December, 1977, No. 264, off. 1-1-78; 1. and recr.
3121‘, chégilstlers,SDecember. 1981, No, 312, eff. [-1-82; am. (1), Register, December, 1982, No,

, eff. 1-1-83,
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