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SEC 2.01 Exempt securities. (1)} (a)' Any revenue provided in subd. 1., except that the auditor’s opinion is qualified

obligation payable from payments to be made in respect of prop-
erty or money used under a lease, sale or loan arrangement by or
for a nongovernmental indusirial er commercial enlerprtse, is
exempted under s, 551.22 (1), Stats.,if: :

- 1. The enterprise is a public utility described under s, 551.22
(6), Stats.; having securities registered under section 12 of the
securities exchange act'of 1934, oris a wholly—owned subsidiary
of one or more of such utiities.

2. Any securities of the enterprise, or any sccurities of an
unconditional guardntor of all payments under the lease, sale or
loan arrangement, are exempt under s, 551,22 (7), Stats., or meet
the conditions of s. 551 235 {1} to (4) and (5) {c) 1 2. and 3 a.,
Stats.; or )

3. Anotice of the propose_d offermg isfiled w;th the conmmis-
sioner prior to the offering, including a trust indenture meeting the
requirements of 5. SEC 3.24, an officjal statement or a prospectus
meeting the requirements of s. SEC 3.23 that contains financial
statements for the enterprise meeting the requirements of 5. SEC
3.22(1)(p) and subjéct to the standards in s. SEC 3.06(2), and addi-

tional information as the cominissioner may require, and the com-

missioner does not by order deny the exemptmn w;thm 10 days of
the date the notice is filed.

(b) Any guarantee of, or any put optton or similar agreement

to purchase from a holder of, any security exempt under s. 55 122

(1), Stats., is exempted from s. 551.21, Stats,

(c) For purposes of the registration exemption provxsmn of s.
551.22 (1), Stats., requiring the financial statements of certain
issuers fo be prepared according to generally accepted accounting

principles or guidelines which the commissioner of securities des-

ignates by rule; a security is exempted from regtstrauon thereun-
der if}

1. The issuer’s annual financial statements for fiscal years
commencing on or after January [, 1982, are prepared according
to generally accepted accounting principles as established by the
National Council on Governmental Accounting, Statement 1,
“Governmental Accouniing and Financial Report Principles”
(March 1979) or other rule-making body designated under ruie
203 of The Professional Ethics Code of the Amertcan Institute of
Certified Public Accountants; or

2, The issuer’s annual general purpose financial siatements
relating to fiscal years ending on or before December 31, 1997, are
prepared according to generally accepted accounting principles as
provided in subd. 1., except that the auditer’s opinion is qualified
with respect to the emission of component units required to be
included by govemmemal accountmg standards board statement
no, 14,

3. The issuer’s annual general purpose financial statements
relating to fiscal years ending on or before December 31, 1997, are
prepared accordmg to generally accepted accountmg prmctples as
provided in subd. 1., except that the auditor’s opinion is qualified
with respect to the unaudited financial statements of an included
component unit.

4, The issuer’s general purpose financial statements relating
to fiscal years ending on or before December 31, 1997, are pre-
pared according to generally accepled accounting principles as

with respect to the general purpose financial staternents for com-
ponent units whose financial statements are not presented in
accordance with generally accepted accounting principles, but
which are included in the reporting entity in accordance with gov-
ernmental ‘accounting standards board statement no. 14.

5. The issuer’s annuat general purpose financial statements
are prepared according to generally accepled accounting prin-
ciples as provided in subd. 1., except that the anditor’s opinion is
qualified with respect to the recogrition of property tax revenue.

(&) Determination of accounting principles or guidelines.
Whether financial statements meet the requirements of par. (¢},
shall be conclusively determined by the last available auditor’s
opinion relating to the issuer’s financial statements for a fiscal
year ending 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 regu]atton $-X of the U.S. securities
and exchange commlsston m 17 CFR H210 2-02 and provide
that:

1. With respect to par. (c) 1., the financial statements are pre-
pared in accordance with generally accepted accounting prin-
ciples, or equivalent language;

2. With respect to par, {c) 2., the financial statements are pre-
pared in accordance with generally accepted accounting prin-
ciples, except that the auditor's opinion is qualified with respect -
to component units required to be included by governmental
accounting standards boa:d statement no. 14, or equivalent lan-
guage.

3. With respect to par. (¢) 3., the financial statements are pre-
pared according to generaliy accepted accounting principles,
except that the auditor’s opinion is qualiffed with respect to the
unaudited financial statements of an included component unit, or
equivalent language., _

4. With respect to par. {c) 4 the financial statements are pre-
pared according fo generally accepted accounting principles,
except that the auditor’s opinion is qualified with respect to the
general purpgse financial statements for component units whose
financial statements are not presented in accordance with gener-
ally accepted accountmg principles, byt which are included in the
reporting entity in accordance. with govemmemal accounting
standards board statement no. 14, or equivalent language.

. 5. With respect to par. {c) 5 the financial statements are pre-
pared in accordance with gcnerally accepted accounting prin-
ciples, except that the auditor’s opinion is quatified with respect
to the recognition of propertytax revenue, or equivatent language.

(2) For purposes of 5. 551.22 (3), Stats., an issuer or a guaran-
tor is “subject to regulation in respect of the issuance or guarantce
of its securities by a governmental authority” if that governmental
authority has authority to regulate the issuer’s or guarantor’s busi-
ness and the terms of the particular securities to be offered and
sold.

(3) (a) The exemption provided under s. 551 22 N, Stats .-
relating to the national market system of the national association
of securities dealers, inc. is subject to the authority of the commis-
sioner to terminate the exemption for the system or for a specific
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issue of securities or category of securities designated on the sys-
tem. The commissioner may, by order, terminate an exemption
upon g determination that the system’s requirements for designa-
tion or maintenance set forth in securities act release No. 6810
(Dec. 18, 1988), 53 Federal Register 52550 (December 28, 1988),
as amended in the form adopted April 28, 1990 by membership of
the North American Securities Administrators Association, Inc.
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
issuance of any such order by the commissioner shall be in accor-
dance with the provisions of the release relating to notice of and
opportunity for hearing, written findings of fact and conclusions
of law, and judicial review. .

(b) The Chicago board options exchange is designated as a
national securities exchange gqualifying for registration exemp-
tion status under s: 551.22 (7), Stats., subject to the authority of the
commissioner by order to revoke the designation based upon a
determination that the exchange’s requirements for listing or
maintenance as set forth in securities act release No, 34-28556

(October 19, 1990) 55 Federal Register 43233 (October 26, 1990), -

as contained in the Memorandum of Understanding dated May 30,
1991, entered into between the Chicago Board Options Exchange
and the North American Securities Administrators Association,
Inc., 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, reg-
istration exemption status accorded by this paragraph with respect
to a specific issue of securiiies 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
release relating to notice of and opportunity for hearing, written
findings of fact and conclusions of law, and judicial review.

(¢) The Pacific stock exchange is designated asanational secu-
rities exchange qualifying for registration exemption status under
s, 551.22(7), Stats., but only with respect to Tier I securities listed
on that exchange, sub]ect to the authority of the commissioner by
order to revoke the desxgnatton based upon a determination that
the exchange s requirements for listing or maintenance as set forth
in securities act release No. 34-34429 (July 22, 1994) 59 Federal
Register 38998 (August 1, 1994), as comamed in the Memoran-
dum of Understanding dated October 12, 1994, entered into
between the Pacific stock exchange and the North American
Securities Administrators Association, Inc., and as published in
the Commerce Clearing House NASAA Reports, have béen so

changed or insufficiently apphed that the protectlon of investors’

contemp]ated by the exemption no longer exists. The commis-
sioner alsc may deny or révoke, by order, registration exemption
status accorded by this paragraph with respect to a specific issue
of securities or category of sccurities on the exchange. The
issuance of any order by the commissioner undér this paragraph
shall be in accordance with the provisions of the release relating
to notice of and opportunity for hearing, written findings of fact
and conclusions of law, and judicial review.

(d) The Philadelphia stock exchange is designated as anational

securities exchange qualifying for registration exemption status
under 5.551,22(7), Stats., but only with respect to Tier 1 securities
listed on that exchange subject to the authority of the commis-
sioner by order to revoke the designation based upon'a determina-
tion that the exchange’s requirements for listing or maintenance
as set forth in securities act release No. 34-34235 (June 17, 1994)
39 Federal Register 32736 (Junc 24, 1994), as contained in the
Memorandum of Understanding dated October 12, 1994, entered
into between the Philadelphia stock exchange and the North
American- Securities Administrators Association, Inc., 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
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commissioner also may deny or revoke, by order, registration
exemption status accorded by this paragraph with respect to a spe-
cific issue of securities or category of securities on the exchange.
The issuance of any order by the commissioner under this para-
graph shall be in accordance with the provisions of the release
relating to notice of and epportunity for hearing, written findings
of fact and conclusions of law, and judicial review.

(e} The Chicago stock exchange is designated as a national
securities exchange qualifying for registration exemption status
unders. 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 amierican 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 securitles as contained in the Memoran-
dum of Understanding and as published in the Commerce Clear-
ing House NASAA Reports, have been so changed or insuffi-
ciently 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 opportonity for hearmg, wrilten ﬁndmgs of fact and
conclusions of law, and judicial review.

) @ Any evidence of debt issued by a domestic non-profit
corporation to persons other than its members is exempted under
s. 551.22 (8), Stats., if the issuer or a licensed broker-dealer files
a notice of the proposed issuance with the commissioner prior to
the offering, including: a trust indenture meeting the requiréments
of 5. SEC 3.24, under which the evidence of debt is proposed to
be issued; a prospectus describing the issuer, the lrust indenture
and the evidencé of debt proposed to be issued, which shall be
given or sent to each person to whom an offer of such evidence of
debt is made at the time or times speeiﬁed ins. SEC 3.23 (1), and
such additional information as the commissioner may require; and
the commissioner does not by order dény or revoke the exemption
within 10 days. In addition, if the domestic non—profit corporation
is or operates as a church, the offering shall meet the requirements
of 5. SEC 3.14, and if the domestic non-profit corporation is or
operates as a health care facility, the offering shal[ meet the
requiremnents of 5, SEC 3.145. :

{b) A person does not become a “member” for purposes of s.
551.22 (8), Stats., solely by reason of the purchase of the issuer's
securities.

(5) “Commercial paper” exempted under s. 551.22 (9), Stats.,
means any note, draft or bill of exchange, which:

{a) Byidences an obligation to pay cash within 9 months of the
date of issuance, exclusive of days of grace, any renewal of the
paper which is likewise limited, or any guarantee of the paper or
the renewal; |

(b) TIs offered or sold through a broker—dealer that is in com-
pliance with 3. 551.31 (1), Stats., or an institution described in s,
551.22 (3), Stats., or a state or any agency or political subdivision
thereof, whether the person is acting for itself or for the account
of a customer;

{(c) Isnot offered or sold to the general public by means of the
publication or circulation of any adverlising; and -

{d) Isissued to finance liquid current assets (including invento-
ries and receivables) or current operating expenses.

(6} A notice filed under s. 551.22 (10}, Stats., shall consist of
acomplete description of the plan, including any advertising to be
published, circulated or used. The exemption may be denied if the
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plan is unfair or inequitable to purchasers of securities thereunder.
If the plan involves purchases of the employer’s securities, a plan
may be deemed unfair or inequitable unless:

{a) The formula price at which employes may purchase shares
is calculated at least annually, and is not less than 85% of the fair
market value of the stock at the beginning of the one—year pur-

chase period or the end of the purclase period, whicheverislower,

and shares purchased are fully paid for at the end of each period,

stock certificates are issued and no fractional shares are issued;
(b) The issuer files an undertaking to deliver to all participating

eniployes copies of the issuer’s annual financial statements; -

© A parttc;patmg employe has the right to withdraw from the
plan at any time without penalty;

(d) If there is no adequate public market for the issuer's shares .

as defined ins. SEC 3.02 (1) {b), the issuer offers to repurchase the
shares at a price determined by the same formula pursuant to
which the shares were purchased by the employe under the issu-
er’s plan, upon the happening of either of the following events:

1. The employe ceases to be employed by the issuer (or a sub-
sidiary), and a written request for repurchase is received by the
issuer within 180 days after termination of employment; or

2. The employe experiences severe financial hardship due to
illness or death in the immediate family, major uninsured casualty
loss or other unforeseen events, and delivers to the issuer a writien
irrevocable election' to have the issuer repurchase the shares,
including a statement in reasonable detail as to the nature of the
employe’s financial hardship, and within 20 days the issuer’s
board of directors does not determme that no -severe financial
hardship exists.

{e) All funds contributed to the plan for the purchase of shares
are protected from claims of creditors of the issuer;

(f) Any withholding from an employe’s compensation is lim-
ited to not more than 10% of the compensation each pay period;

(g) All shares issued under the plan have voting, dividend and
iiquidation rights meeting the requirements of s. SEC 3.07; and

(h) If the securities to be purchased under the plan are not fegis-
tered under the securities act of 1933, the issuer files a satisfactory
opinion of counsel as to its exempt status under that act.

(7) Any security issued by alicensed broker—dealer to its offi-
cers, partners or employes is exempted under s, 35122 (14),
Stats,, if:

(a) The issuer files with the commissioner prior to the offering
a notice of the proposed issuance and such additional information
as the commissioner requires, and the commissioner does not by
order disallow the exemption within 10 days; or

(b) The security evidences a temporary subordinated borrow- -

ing by a broker-dealer that is a member of a national securities
exchange, which is made in accordance wnh the rules of that
exchange.

(8) Any security issued or gu aranteed as to both prmcxpal and

interest by an-international bank of which the United States is a

mernber is exempted under s. 551.22 (17), Stats.

(9) Any govemrnent security, other than a revenue obligation
and other than a security issued or guaranteed by the United States
or an agency or corporate instrumentality of the United States, is
exempted under s. 551.22 (17), Stats,, if it is a security which
matures within 16 months of date of issue and the issuer has levied
a direct annual irrepealable tax under Art, X1, 5. 3, Wis, Const, or
otherwise pledged levied taxes sufficient in amount to pay the
interest on the securities as it falls due and also to pay and dis-
charge the principal on the securities at maturity.

(10} (a) Any government security, other than a revenue
obligation and other than a security issued or guaranteed by the
United States or an agency or corporate instrumentality of the
United States, is exempted under s. 551,22 (17), Stats., if a notice
of the proposed offering containing the information in par. (b} is
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filed with the commissioner prior to the offering and the commis-
sioner does not by order deny the exemption within 10 days of the
date the notice is filed.
(b) A notice filed under par. (a).shall include the following
information: .
1. The nature and cost of the pro;ect to be financed with the
borrowed funds;
2. A statement of any other funds which may be needed fo
complete the praject;
3. Reference to the statutory authority for issuance of the

SeCUrltlBS,

4, Whether the securities are general obhgations of the issuer
secured by a constitutionally mandated irrepealable tax levy;

5. Equalized value and, if available, assessed value relating
to the property located in the geographlcal boundarles of the issuer

- for the preceding 5 years;

6. The issuer’s debt limit and the aggregate amount of existing
constitutional debt and unused borrowing margin;

7. The most recent U.S. census population and current esti-
mated population within the geographic boundaries of the issuer;

8, The issuer’s net tax rate for the last 5 years based upon
equalized value and, if avaiiable, upon assessed value;

9. The dollar amount of tax levies of the issuer for the last 5
years; ,
10. A statement relatmg to any pending htlganon which may

* have a material adverse financial impact upon the issuer er upon

the securities;
11. The § largest employers in the relevant geographw area;

12, The 5 largest taxpayers in the issuer’s geographlc bound- .
aries;

13. . The executive officers of the issuer;

14. The issuer’s financial statements for the preceding 3 years
for which such statements are avatlable. If the date of the financial
statements for the issuer’s most recent fiscal yéar is more than 180 -
days prior to the date of a filing for exemption under this subsec-
tion, the financial statements shall be updated . by providing
interim statements, that may be unaudited, to within 180 days of
the date of filing;

15, The issuer’s current general fund and debt service fund
balances as at the end of the month precedmg the filing of the
notice; and -

16, Whether the secuntles will be accompanied at dellvery by
an opinion of bond counsel to the effect that the securities are val-
idly authorized and issued and are exempt from present federat :
income taxes.

{¢) The requirements of par. (b) may be satisfied by an Official
Statement or other disclosure document relating to the securities
being oﬂ’ered contalmng at least the mformatton requlred in par.
(b).

(d) A notice filed under par. (a) shall be accompanied by:

1. A copy of any proposed resolution or resolutions of the
govemmg body of the issuer relating to the authorization and
issuance of the securities; ]

2. Anopinion of bond counsel, or counsel to the issuer, to the -
effect that ali appropriate steps to date necessary for the sale of the
securities have been duly taken;

3. A proposed form of the securities; _

4. A copy of the notice of sale, if apphcable, relatmg to the .
securities or a reference to the same mdmatmg where it may be
located;

5. A consent to service of process and resolution relating to
the same, certified by the secretary or clerk of the issuer;

6. A copy of the disclosure document for the offenng o be
provided to offerees containing the information required in par

(b);
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7. Across—reference sheetindicating where each information
itemn listed in par. (b) can be found in the Officiat Statement or dis-
closure document for the offering;

8. The fee prescribed by s. SEC 7.01 (2); and

9. Such additional information as the commissioner may
require,

History: Cr. Register, December 1969, No. 168, eff, 1-1--70; r. and recr. Register,
August, 1972, No. 200, eff. 9-1-72; cr. (6), Register, October, 1974, No, 226, eff.
11-1-74; 1. (1), tenunw (6) to be (1) and am., renum, (2} to (5) to be (3) 10 (6), ani,
(3) and (4), r. and recr. (5}, cr. (2) and (7), Reglster, December, 1977, No. 264, eff.
1-1-78; am. {2), v. (3), renum, (4}, (5) and (7} to be (3), (4) and (5), am. (3) (a), cr.
(7) and {8), Register, September, 1978, No. 273, cff. 10-1-78; emerg. am, (1){a) 2,,
eff. 10-1-78; am. (1) (a) 2., Register, January, 1979, No, 277, eff. 2-1-79; am. (¥}
{dyand (h), Register.December. 1979, No, 288, eff, 1-1-80: am. (13 {a) 1. to 3., (3)
(a), (4) (a) and (b (3) (D), (6) (2} and (7) () and (d), Register, December, 1980, No.
300, eff, 1-1-81; am. (1) (2} 3. and (3) (a), cr. {7m), Register, December, 1981, No.
312, cE 1-1-82; emerg. cr. (1) (¢} and (&), (103, (£1) and (12), eff, 5-1-82; cr. (1)
{c}and (d}, (9),(10) and (11), Register, September, 1982, No. 321, eff. 10-1-82; am.
(7) (d), Regisier, December, 1082, No. 324, eff. 1-1- 83 am, (1) {a) 3., Register,

December, 1983, No. 336, eff. 1- 1—84 am. (1) (&) 3., r. (10, renum, (li)lobe(lﬂ), :

Register, December, 1985, No. 360, eff. 1- 1-86; emerg. am. (1) (a), . (7), eff.
f=1-86; 1. (7), rentea. (S)lo(lﬁ)mbc(’?)to(!)) Register, March, 19806, No. 363, eff,
4-1-86; am. (1) (a), Register, May, 1986, No. 365, cff, 6-1-86; emerg, am. A ©
3., eff, 7-1-86; am. (1) (b), (¢) 2. and 3., (3) {a) and (4} (b), . (7m), Register, Decem-
ber, 1986, No. 372, eff, 1-1-87; emerg. am. {1} {c} 3., ¢ff. 7-1-88; am. (1) (¢} 3. and
(9} {b) 14, Register, December, 1988, Wo. 396, eff. 1-1-89; renum (3} 40 (9) to be
(4) to (10}, cr. (3), Register, December, 1990, No, 420, eff. I-1-91; renum, (3) to be
(3) (a),cr (3) {b}, Register, December, 1991, No., 432, eff. 1-1-92; emerg. ¢r. {1) {c)

4,10 6., (d) 4. 10 6,, eff, 5-1-94, ¢r, (1) (c)4 to b, {d) 4, to 6., Reglsﬁer,September.
1994 No, 465 eff. 10-1-94; am. (1} {a), 3., r. (1) (c)2 and3 (d) 2. and 3., renum
{4, 5. andﬁ (@4, 5 and 6. 10be {1} () 2. 104, and(d)2 to 4., cr. (3)(c)and
(d), Register, December, 995, No. 480, eff, 1-1-96; emerg. cr, (1) (c) 5.and {d} 5.
eff. 7-1-96; cr. (3} (¢), Register, July, 1996, No. 487, off. 8-1-96; cr. (1) (c) 5., {(d}
5., Register, November, 1996, No. 491, eff. 12-1-96.

SEC 2.02 Exemptiransactions. (1) An “isolated non-
issuer {ransaction” wuhm the meamng of 5. 551.23 (1), Stats u
includes:’

(2) Any sale of an outstanding security by or on behalf of a per-
son not in control of the issuer or controlled by the issuer or under
common control with the issuer and not involving a distribution;
butif the sale is effected through a broker—dealer, the transaction
is deemed isolated only if it is one of not more than 5 such transac-
tions effected by or through the broker—dealer in this state during
the prior 12 months; and

(b) Any sale of an outstanding security by or on behaif of aper-
son in conirol of the issuer or controlled by the issuer or under
commeon conteol with the issuer if the sale is effected pursuant to
brokeérs' transactions in accordance with section 4 (4) of the Secu-
rities Act of 1933 and rule 144 thereunder; or pursuant to any other
transaction not effected through a broker—dealer and not involv-
ing a distribution if the sale, including any other sales by the per-
son of securities of the same class during the prior 12 months, does
not exceed 1% of the cutstanding shares or units of that class.

{2) In any nonissuer transaction effected by or through a
licensed broker—dealer under s. 551.23 (2), Stats., pursuant to an

unsolicited order or offer to purchase, the broker—dealer shall .

obtain from the purchaser a written acknowledgment that the pur-
chase was unsolicited, or the confirmation delivered to the pur-
chaser or a memorandum delivered in connection therewith shall
confirm that the purchase was unsolicited by the broker—dealer or
any agent of the broker—dealer. This exemption includes only
transactions between a broker—dealer and a purchaser of a secu-
Tity,

(3) Any sale of an outstanding security is exempted under s,
551.23 (3), Stats,, if: )

(a) With respect to a security qualifying unders. 551.23 (3) (c),
Stats., the issuér or a licensed broker—dealer files a notice of the
proposed sale with the commissioner prior to the offering, includ-
ing the latest prospectus filed under the securities act of 1933
describing the securities proposed to be sold, a copy of the issuer’s
articles of incorporation and bylaws, or equivalents, as currently
in effect, and the information concerning the public market for the
security specified in 5. SEC 3.02 (1) (b). The exemption, unless
denied or revoked by order of the commissioner within 10 days,
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is effective so long as the issuer is filing periodic information, doe-
uments and reports under section I5 (d) of the securities exchange
act of 1934.

(b) With respect to a security quallfymg unders, 551.23(3) (d)
Stats., the issuer or an applicant files with the commissioner prior
to the offering a notice of the proposed sale, including: the pro-
spectus used in the most recent offering of the securities proposed
to be sold; a copy of the issuer’s articles of incorporation and by
laws, or equivalents, as currently in effect; any information speci-
fied in ss. SEC 3,22 and 3.23, and not contained in the filed pro-
spectus; the frust.indenture, if any, under which the securities
proposed {o be sold are issued; the information concerning the
public market for the security specified in 5, SEC 3.02 (1) (b); a .
balance sheet of the issuer as of the end of the last fiscal year of
the issuer preceding the date of filing and statements of income
and changes in financial position and analysis of surplus for such

- fiscal year meeting the requirements of s.'SEC 7.06; an undertak-

ing to file with the commissioner within 120 days {180 days with
respect to a corporation organized and operated not for private
profit but exclusively for religicus, educational, benevolent or
charitable purpose) after the end of each fiscal year of the issuer
comparable financial statements of the issuer for each such fiscal
year; and an undertaking to furnish the commissioner with a writ-
ten report within 30 days after the happening of any material event
affecting the issuer or the securities proposed to be sold. The
exemption, unless disallowed by order of the commissioner
within 10 days is effective so long as the information required to
be furnished is kept current.

(4) A “financial institution ormstitutlonal investor” within the
meaning of 5. 551.23 (8), Stats., includes:

{(2) An endowment or trust fund of a charitable organization
specified in section 170 (b) (1) (A) of the Internal Revenue Code;

_(b) Anissuer which has any class of securities registered under
section 12 of the Securities Exchange Act of 1934, and any wholly
owned subsidiary thereof;

{c) A venture capital company as aresult of meeting any of the
following requirements:

1. Operating a small business investment company l1censed_
under the small business investment act of 1958, as amended 135
UsC 631..

2. Bemg a corporation, partnershlp or association whose net
assets exceed $1,000,000 and either:

a. Whose principal purpose as stated in its articles, by—laWS
or other organizational instruments is investing in securities; or

‘b. Whose primary business is investing in developmental
stage companies or eligible small business companies as defined

in the regulations of the small business adrmmstrat:on at 13CFR
108.2,

(d) Any “qualified institutional buyer“ as defined and listed in
sec, 230.144A under the securities act of 1933 as amended inclu-
sive to October 22, 1992, whether acting for its own account or
the accounts of other qualified institutional buyers that in the
aggregate owns and invests on a discretionary basis at least $100
million in securities of issuers that are not affiliated thh the quali-
fied institutional buyer.

(e) Any entity, all of the equity owners of which are persons
designated in 5. 551.23 (8), Stats., or rules thereunder, acting for
its own account or the accounts solely of other persons designated
in's. 551.23 (8), Stats., or rules thereunder. -

(f) Any other person or entity whom the commissioner by
order designates.

(2) An “individual accredited investor” for purposes of s. -
551.23 (8) (g), Stats., means any of the following:

1. Any director, exccutive officer, or general partner of Ehe
issuer of the securities being offered or sold, or any director,
executive officer, or general parmer of a general pariner of that
issuer;
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2. Any natural person whose individual net worth, or joint net
worth with that person’s spouse, at the time of his or hcr purchase
exceed $1,000,000; or

3. Any natural person who had an individualincome inexcess
of $200,000 in each of the 2 most recent years or jointincome with
that person’s spouse in excess of $300,000 in each of those years
and has a reasonable expeciation of reaching the same income
level in the current year. . o

(h) Any “accredited investor" as defined and listed in sec.
230.501¢a)(1), (2), (3) or {7) under Regulation D under secs. 3(b)
and 4€2) of the securities act of 1933,

(5} With respect-to an offer or sale of a secunty exempted
under s. 551.23 (10) or (11), Stats.:

(a) Offerces of persons holding directly or indirectly all the

issuer’s securiiies include-all joint or common owners and all

beneficial owners of its securities, and all beneficial owners of any -

corporation, partnership, association or trust holding any of the
issuer’s securities and organized in connection with the offer or
sale of the securities, provided that any relative or spouse, or any
relative of the spouse, taking or holding the securities in joint or
common tenancy with and having the same home as the offeree
or person, shall not be deemed a separate offeree or person;

(b) Issuers affiliated by reason of direct or indirect control or
persons affiliated by reason of direct or indirect control of any
issuer are deemed to be a single issuer or person; but use of an
exemption for the offer and sale of securities by such affiliated
isster or person shall not be denied on account of such affiliation
provided the offer and sale are not part of a common businiess pur-
pose or plan of offering, or if upon the filing of an application the
commissioner so orders. A “common business purpose or plan of
offering” is presumed where the offer or sale of securities is not

separate and distinct from another offer and sale of securities with

respect to (i) the application of proceeds, (i) the physical proxim-
ity of real property or other assets, or (m) the financial affairs of
the business;

(¢) A reasonable commission or fee may be paid to a broker—
dealer or agent licensed in this $tate for services rendered in con-
nection with a sale of securities effected under 5. 551.23 (10) or
(11), Stats.; a commission or fee will be presumed reasonable if
itdoes notexceed the amount permitted under s. SEC3.01{1); and

(d) The exemption | for any offer or sale under s, 551 23 (11),

Stats., is withdrawn with respect to:
. 1. Bxcept as provided in this subdivision, any offer or sale of

interests in a limited partnership that is or will be primarily .

engaged in oil, gas or mining activities, any investment contract

irrespective of the kind of assets held or business engaged in by .

the enterprise, or any certificate of interest or participation in an
oil, gas or mining title or lease, or in payments out of production
under the title or lease, if the aggregate offering price or .face
amount, whichever is greater, of all securities to be offered by or
on behalf of the issuer, together with the value of any securities
sold to persons in this state by or on behalf of the issuer during the
prior 12 months, exceeds $100,000, unless prior to the offering the
issuer files a noticé of the proposed offer or sale with the commis-
sioner, including any prospectus, circular or other material to be
defivered 1o offerees; and other information as the commissioner
may require, and the commissioner does not by order withdraw,
deny or revoke the exemption within 10 days. This paragraph is
not applicable to any offer or sale made by a broker-dealer

licensed in Wisconsin if the brokeHiealcr is niot affiliated with
either the issuer or sponsor of the i issuer by means of direct or indi-

rect common control;

2. Any offering of securities if the issuer, any of its ofﬁcers,
directors, general partners, controlling persons or affiliates
thereof are or would be disqualified from use of the registration
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exemption in s, 551,23(19), Stats,, as a result of any of the causes

~ specified ins. 551.23 (19) {c) 1. a. te d,, except for any person or

persons subject to a disqualification who meets the conditions for
waiver in s. 551.23 (19) (c) 2. a. or for any person who receives
a waiver by the commissioner upon a showing of good cause that
it is not necessary under the circumstances that use of the exemp-
tion be withdrawn.

{6) “Class vote” within the meaning of . 551 23 (13}, Stats
includes any vote pursuant to the articles of incorporation or the :
applicable corporation statute, of the stockholders of a corpora-
tion voting as one class, and any vote of stockholders of any class
taken-in accordance with the provisions of s, 180.1004, Stats., or
comparable provisions .of the articles of incorporation or of an
applicable corporation statute of another state.

(7} (a) “Stock split” within the meaning of s. 551.23 (i4),
Stats., does not include any action by the corporation which has
or may have the effect of consolidating securities of a class of out-
standing equity secunues into a smaller number of securities of
that class;

{b) “Stock di\'ldend” within the meaning of 5. 551.23 (14),
Stats., includes the issuance of shares under a dividend reinvest-
ment plan in which the election by a shareholdet to participate in
the plan is voluntary and such election may be rescinded at any
time upon notice to the issuer,

‘(8) Notice of an offer of an evidence of debt of a non-profit
corporation exempted under s, 551.23 (15), Stats., shall be filed
with the commissioner prior to the offering, and shall include: a
trust indenture teeting the requirements of s. SEC 3.24 under
which the evidence of debt is proposed to be issued; a prospectus
describing the issuer, trust indenture and evidence of debt pro-
posed to be issued, which shall be given or sent to each person to
whom an offer of such evidence of debt is made at the time or
times spec;ﬁed in s. SEC3.23 (1); such addluonal mformatlon as

- the commissioner may reguire; and-

(a) Withrespect to an offer qualifymg unders,. 551.23 (15) (a),
Stats., a signed or conformed cpinion of counsel for the issuer or
other evidence satisfactory to the commissioner with respect to
the validity and rank of the lieri of the mortgage or deed of trust
and evidence satisfactory to the commissioner that the total
amount of the securities proposed to be offered does not exceed
50% of the then fair market value of the land and buildings

. included in the mortgage or deed of trust, less the amount of any

unpaid special assessment taxes; or

{b) With respect to an offer qualifying under 5. 551.23 (15) (b),
Stats., a balance sheet of the issuer as of the end of the last fiscal
year of the issuer preceding the date of filing, and statements of
income and changes in financial position and an analysis of sur-
plus of the issuer for each of its 3 immediately preceding fiscal
years meeting the requirements of s, SEC 7.06,

(c) In addition, if the non-profit corporation is or operates as
a church, the offering shall meet the requirements of s, SEC 3.14,
and if the domestic non-profit corporation is or operates as a
health care facility, the offerlng shall meet the requirements of s.
SEC 3.145.

{9) The following transactions are exempted under s. 551.23
(18), Stats., without limiting the com:msmoner s authority there-
under:

“(a) Any isolated issuer transdction relating to redeemable
securities of an investment company registered under the invest-
ment company act of 1940, effected through a licensed broker—
dealer pursnarit to an unsolicited order or offer to purchase, pro-
vided that the broker-dealer obtains from the purchaser a written
acknowledgment that the purchase was unsolicited or the con-
firmation delivered to the purchaser or a memorandum delivered
in connection therewith confirms that the purchase was unsolic-
ited by the broker—dealer or any agent of the broker—dealer, A

Register, November, 1996, No. 491
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transaction is presumed to be “isolated” if it is one of not more than
3 such transactions during the prior 12 months.

® Any'is'suance of securities by a corporation in a transaction
meeting the requirements of section 368 (a) (1} (B} of the intemnal -

revenue code, if the issuer files with the comimissioner prior to the
offering the reorganization agreement and plan pursuant to which

the securities are proposed to be issued and additional information

as the commissioner may require, and the commissioner does not

by order disallow the exemptton within IO days. from thc date of -

filing.

holders of the issuer, other than an entity designated in s, 551,52
(1) (b), Stats., and to not more than 10 other persons in this state
less the number of persons in this state with whom the issuer has
effected any transactions during the period of 12 months preced-
ing the offer pursuant to s. 551.23 (10) or (11), Stats., if no com-
mission or other remuneration other than a standby commission
is paid or given directly or indirectly for soliciting any security
holder in this state; and if the issuer files with the commissioner
prior to the offering a notice specifying the terms of the offer,
including any prospectus, circular or other material to be deliv-

ered to offerees in conngction with the transaction and such other .
information as the commissioner may require, and the commis- .

sioner does not by order disallow the exemption within 10 days.
{d) Any transaction incident to a vote of security holders.of any

issuer other than a corporation, pursuani to ifs organizational ,

instrument or the applicable statute of any state, on a reorganiza-
tion or a sale or transfer of assets in consideration of the issuance
of securities of another person,

(e} Any offer or sale of securities pursuant to a transaction not

involving a public offering under the securities act of 1933 which
the commissioner by order exempts upon application filed by the
issuer or seller, including such information as the commissioner

may r'cquirc, effected in compliance with such conditions as the -

commissioner may prescribe.

(£} Any offer or sale of securities to the employes or agenis of
the issuer or its subsidiaries pursuant to a stock option plan, pro-
vided there is filed with the commissioner a notice consisting of
a complete description of the plan including any advertising to be
published, circulated or used, and the commissioner by order
exempts: the plan. The commissioner may find the order inap-
propriate for the protection of investors unless:

1. The plan extends for no longer than 10 years;

:- 2. The total amount of options and the exercise pncc mect the

requirements of s. SEC 3.03 (1) and (2);

3. Theissuer files an undertakmg todelivertoall partnmpatmg
employes copies of the issuer’s annual financial statements; -

4. Any provision of the plan prOVIdmg for installment pay-
ments for shares issued upon exercise is not permitted except as

authorized by a majority of the dIS] nterested lndependent outSIde

directors of the issuer;

3. Certificates are issued upon exsrcise; :

6. The plan meets the repurchase standards of 5. SEC 2. 01 (6)
) o : L .

7. All shares issued under the plan have voting, dividend and
liquidation rights meeting the requirements of s. SEC 3.07; and

8. If the shares (o be issued under the plan are not registered

under the securities act of 1933, the issuer files a satisfactory opin-
ion of counsel as to its exempt status under that act.

(g} Any offer by a licensed broker-dealer pursuant to a prelim-
inary prospectus, provided all the following requirements are met:

1. 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 5. 551.22 (1) or (8) or 551 23(12) or.

(15), Stats .

Register, November, [996, No. 4¢1

(c) Any transaction pursuant to an offer to exlstmg security’
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2. The preliminary prospectus has been filed with the U.S.
securities and exchange commission or the commissioner for a
period of 10 days, and the commissioner does not by order deny
the exemption; and

3. Before the securities referred to in subd 1. may Iegally be
sold; no customer funds are received and no customer signs any
subscription agreement or similar document relating to the securi-
ties offered ather than a tentative reservation of securities that is
not binding on the subscriber until ratified by the subscriber afier
the securities may legally be sold.

(h) Any transaction, in other than the initial public offering,
involving any government security, other than a revenue obliga-
tion and other than a security issued or guaranteed by the United

- States, or any agency or corporate instrumentality of the United

States, where the government security is of investment quality rat-
ing as determined by the office of the commissioner of banking for
the state of Wisconsin or by the comptroller of the currency by vir-
tue of credit worthiness, or any transaction involving any govern-
ment security dated prior to the effective date of this paragraph.

(1} Any offer or sale of secutities that qualifies for use of a
transactional registration exemption under s. SEC 2.027 or 2.028.
(j) Offers or sales of a discretionary or managed trading
account involving discretion or management provided by a bro-

ker—dealer licensed in this state or by an lnvestmem adviser’

licensed in thls state.,

(k) Any offer, but not a sale, of a securlty through a presenta-
tlon to potential investors at an orgamzed venture capital fair or
other investment forum designated in writing by the commis-
sioner. In order to be designated as a venture capital fair or invest-

ment forum for purposes of this exemption, a written apphcatmn '

for designation shall be submilted o the commissioner either by
a sponsor of the fair or forum or by any interested person if accom-
panied by the written affirmation of a sponsor, setting forth the
dates, places and times the activity will take place, the names and
addresses of all sponsors of the actmty, and the criteria to be met

for a firm or persen to participate in the fair or forum, Within 10

days from the receipt of the application or 10 days from the date
of receipt of any amendment or supplemental information to the

- application required by the commissioner, the commissioner shall

either designate the applicant a venture capital fair or investment
forum or notify the applicant in writing why such g designation
will not be made. For purposes of this paragraph, the terms “ven-
ture capital fair” or “invéstment forum” include, but are not lim-
ited to, gatherings open to public attendance that are sponsored by
one or more not—for—profit entities at which persons representing
existing or proposed businesses may make presentations regard-
ing their business plans and products, or their financing or invest-
ment capital needs or proposals. -

(L) 1. ‘Any offer, other than a solicitation of interest made pur-
suant to SEC 2,028, sale or option to purchase equily securities
issued by a new Wisconsin business corporation if that offer or
sale is made by, or the option is offered by, the issuing corporation
to its employes, officers or directors. In this subsection, “new
Wisconsin business corporation” means a business incorporated
under.ch, 180, Stats., with its principal office in this state.

-2, Prior to any offering made in this state under this paragraph,
the corporation shall provide the commissioner with at least 10

days’ advance written notice of the offering. The notice shall

include a copy of a written disclosure document to be provided to
each offeree setting forth, without limitation as to other types of
information that can be provided, the amount of funds being
raised in the offéring; how the proceeds will be expended; basic
information about the corporation’s business activities and histor-
fcal operations to date; the identity of its officers, directors and
controlling persons; the cumrent ownership levels of the corpora-
tion’s securities, together with the price per share paid by persons
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for those shares; and audited or reviewed financial statements for
the corporation.

{m) Any transaction by the sponsor of a unit investient trust
involving the resale of a share of beneficial interest in the trust that
meets all of the following conditions:

1. The sponsor acquired the share of benefimal mterest inthe
secondary market,

2. The share of beneficiat 1nterest had been sold in the second-
ary market by a public holder of the share after the initial public
offering of shares by the trust had been completed,

(n) Offers or sales of a security by an issuer pursuant to a writ-
ten compensatory benefit plan including, without lmitation, a
purchase, savings, option, bonus, stock appreciation, profit-shar-
ing, thrift, incentive, pension or similar plan, and interests in any
such plan, provided that the offers and sales qualify for use of the
registration exermnption in rule 230.701 under sec. 3(b} of the secu-
rities act of 1933.

History: Cr, Reg1ster,December, 1969, No. 168, eff, 1-1-70; r. and recr. chlsicr,
August, 1972, No. 200, ¢ff. 9-1-72; emerg. er. {11}, eff. 11—4——75 cr. {11}, Register,
February, 1976, Wo. 242,eff. 3-1-76. Am. (1} (a), (3) (), and (b}, {5) and (6}, renum.
(9) (10) and (11} 10 be (10), (11} and (9), am. (9} (10) {intro.) and (11) (a) and (e), 1.
and reer. {10} (b), er, (11) (D) and {g), Regisier, December, 1977, No. 264, ¢ff. 1-1-78;

am, {6) (b} and (d} 1., Register, September, 1978, No. 273, eff. 10—1-78; am. (5) (¢},

(6) (b) and (11) {f} 6., Register, Pacember, 1979, No. 288, eff, I-1-80; am, (I) (b},
{2) and (3} (&) and (b}, r. (4}, renum. (5} 10 (11} to be (4) to (10), and am. (5} {a), {c},
and (d} 1., (6), (93 and {10}, Register, December, 1980, No, 300, eff, 1-1-81; cr. (9}
{(c) and am., (10) (d), Register, December, 1981, No. 312, eff. 1-1-82; emerg. cr. (10)
{h}, eff, 5--1-82; ¢r, (10) (h), Register, September, 1982, No, 321, eff. 16--1-82; am.
{3) () and {5) (d) 1., cr. {10) (i), Register, December, 1982, No. 324, off, 1-1-83; cr.
(10 (3), Register, Avgust, 1983, No, 332, eff, 9-1-83; am. (1) (a), (5) (d} 1. and (10)
{b), Register, December, 1983, No. 336, eff, 1-1-84; emerg, 1. (10) (§), off. 1-1-84;
1. (10) (3), Register, May, 1984, No. 341, eff. 6-1-—84; am. (10} (g), Register, Decen-
ber, 1984, No. 348, off. 1-1-85; am. (3} (b) and (10) (£) 4., Register, December, 1985,
No, 360, eff. 1-1-86; emerg. am. {10} {g} 1., eff, 1-1-86; cr. (10) (7), Register, March,

1986, No. 363, eff. 4-1-86; am. (10} (g) 1., Register, May, 1986, No. 365, eff

6-1-86; am. {13 (a) and (%) (c), cr. (EO) (), ch:stc.r, December, 1986, No, 372, ¢fT.
1--1-87; am, (10} (j}, Register, December, 1987, No, 384, ¢ff. 1-1-88; r. and réer. (4)
(c), am. (10) (3 cr (1) (I) and {m}, Register, December, 1988, No. 396. eff, 1-1-89;

am, {(4) (c) (intro.)}, . and 2. intro., (5} (c) and (d) 3., Register, December, 1989, No, *-

408, eff. 1--1-90; . (6}, renumm. (4) (d}, (7) to (10) to be (4) (e} and (6) to (9} and am.
{9 (£ 6., cr. () (), Register, December, 1991, No. 432, eff. 1-1-92; reprinted to cor-

recterrorin {4) (d) 4., Register, February, 1992, No. 434; am. (4) (d}4. and (6}, renum. -~

{d) (e} rabe (4) (£}, ¢r, (4) (&), Register, December, 1992, No. 444, eff, 1-1-93: cr. (4)
{g), Register, May, 1994, No. 461, eff. 6-1-94; r. (4) (d} I. 10 5., renum. (4) (d} (intro.}
to be (4) (d) and am., am. (5) {a), (9) (c}, {f) 2., cr. (9) {n), Register, December, 1994,
No. 468, eff, 1-1-95; am, (1) (a), @) {c) 2., (5) (d} 1., ¢r. (4) (h), (9) (0}, r. and recr.
{5) () 2., 1. (53 (d) 3., {9) (3), renum. (9) (§) ta {n} to be (9} (i) to (m) and am. (9) (h)
and {L}, Register, December, 1995, No. 480, eff., 1-1-96.

SEC 2.027 Wisconsin Issuer registration exemp-
tion by filing. If all of the following conditions are mef, other
than any condition or conditions waived by the commissioner
upon & showing of good cause, a transaction registration exemp-
tion is available under s. 551.23 (18), Stats., for any offer or sale
for cash of the securities of an issuer having, both before and upon
completion of the offering, its principal office and a majority of
the full-time employes located in this state:

{1) The securities are sold to not more than 100 persons in this
state, excluding:

{a) Persons described in s. 351.23 (8), Stats.;

{b) Accredited investors as defined in rule 501 (a) of Regula-
tion D under the securities act of 1933; and

(c) Members of the immediate family of an executive officer
or director of the issuer who have the same permanent residence
as the officer or director,

(2) No commission or other remuneration is paid or given,
directly or indirectly, for soliciting or selling to any person in this
state in reliance on the exemption in this section except to broker—
dealers and agents licensed in this state,

{3) Neither the issuer, its officers, directors, general partners,
controlling persons or affiliates, nor any broker-dealer or agent
offering or selling the securities is or would be disqualified under
5. 551.23 (19) (c), Stats.

(4) The aggregate offering price of the securities sold in the
offering to persons in Wisconsin pursuant fo this exemption does
not exceed $1,000,000, provided that the issuer has not made
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other offerings in Wisconsin pursuant to this exemption that
would meet the criteria for being integrated with the offering
under Rule 502 (a) of Regulatlon D under the securities act of
1933, ‘

(5) The duration of the offering period shall not exceed one
year, although the issuer may extend the offering for up to an addi-
tional one year by filing amended and updated disclosure materi-
als, together with any adveriising, with the commiissioner in con-
formance with the requirements of sub. (8). If the disclosure
materials provide that a minimum dollar amount of offering sub-
scriptions must be received before the issuer mdy tilize any of the
proceeds, all subscriptions shall be held by a financial institution
under an impounding agreement until the required minimum sub-
seription level is reached, iy

(6) Theissuerreasonably believes that all sales made pursuant
to this exemption are suitable for the purchaser and that the pur-
chaser either alone or with the purchaser’s representative has such
knowledge and experience in financial and business matters as to
be capable of evaluating the merits and risks of the investment,

(7) Anoffering document is delivered to each purchaser prior
to the sale of the securities that meets one of the followmg require-
ments:

(a) Por offerings by a corporate issuer, an offering dotument
that complies with the North American Securities Administrators
Association, Inc, Form U-7 Small Corporate Offering Registra-
tion and Prospectus Disclosure Form, except that the financial
statements may be either audited or reviewed; or

(b) For offerings by any type of issuer, an offering document
that complies with the disclosure requiremnents of rulc 502 (b) (2)
of Regulation D under the securities act of 1933, ;

(8) The issuer or applicant fites with the cornmissioner: -

{a) The offering document to be used in connection with the
offer and sale of the securities, not later than the date of the first
use of the document in this state, together with a fee of $200; and -

{b). A letter specifying how the requirements for use of this
exemption contained in the introduction and in subs. (1) to (7) are
met or will be met; and

(¢} A copy of all adveriising, other than the offering document
and except for solicitation of interest materials previously filed
pursuant to s, SEC 2.028, to be used in connection with the offer
and sale of the securities, not later than the date of its first use in
this state, and a copy of all material amendments to the offering
document, not later than the date of first use of each materiat
amendment in this state.

History: Cr. Register, March, 1986, No, 363, eff. 4-1-86; 1. and recr, Register,
December, 1990, No. 420, eff. 1-1-91; am. {3} and (4}, Register, December, 1991,
No, 432, eff, 1-1-923 am. (intro.), renuin. (63 to {&) to be (7) to (9, or. (6}, Register,
December, 1994, No. 468, eff, 1-1-95; am. {1) {intre.), (4}, r. {5), renum, (€} to {9}
to be (5} to (8} and am. {7} (a), (8) (b) is renumbered to (8) (¢} and amended, cr. {8}
(b, Register, December, 1995, No. 480, off. 1—1-96; correction in (5) made under
5. 13.93 (2m) (b) 7., Stats,, Reglster, November, 1996, Ne. 491,

SEC 2.028 Exemption for solicitations of interest
prior to registration. or exemption. (1) A transaction
exemption is available under s. 551.23(18), Stats., for an offer, but
not a sale, of a security made by or on behalf of an issuer pursuant
to delivery of a written document or use of a newspaper publica-
tion or scripted media broadeast containing the information pre-
scribed in the form in 5. SEC 9.01(1)(c), for the sole purpose of
soliciting an indication of interest from prospective purchasers in
receiving a prospectus, private placement memorarndum or equiv-
alent disclosure docunent for the security, if the following condi-
tions are satisfied, except to the extent that sub. (2) is applicable.

(2) The issuer intends that sales of the security be either:

1. Registered under ch. 551, Stats.; or
2. Exempt from registration under an available exemption in
any subsection of s, 551.23, Stats.

(b} Not later than the date of the initial solicitation of interest
made under this section, the offeror shall file with the commis-
sioner a completed solicitation of interest form as prescribed in s.

Register, November, 1996, No. 491
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SEC 9.01(1)(c), together with any other materials to be used to
conduct solicitations of interest, including, but not limited to, the
script of any broadcast to be made and a copy of any notice to be
published. Material amendments to the solicitation of interest
form or to any relaled materials used to conduct solicitations shatl
be filed with the commissioner not later than the date of their first
use. Any written document under this subsection may include a
coupon, returnable to the issuer indicating interest in a potential
affering,revealing the name, address and telephone number of the
prospective purchaser.

(c} Any published notice or script for broadcast and any
printed material delivered -apart from the solicitation’ of interest
form, shall contain the disclosures specified in the schcnlauon of
interest form in s. SEC 9.01(1){c).

(d) The offeror does not know, and in the exercise of reason-
able care could not know, that any of the issuer’s officers, direc-
tors, general partners, controlling persons or affiliates thereof are
or would be disqualified from use of the registration exemption in
8. 551.23(19), Stats., as a result of any of the causes specified in
8.551.23 (19)(c} L. a. to d., Stats., except for any person or persons
sub_;ect toa dlsquahﬁcatlon who meets the conditions for waiver
in 5. 551.23 (19) {¢) 2. a., Stats.

{e) Solicitations of inferest pursuant to this section shall not be
made after the filing. of either a registration statement under ch,
551, Stats., the filing of materials required for a claim of registra-
tion exemption under s, 551.23, Stats., or use of any available
self-executing exemption under s. 551.23, Stats,

(f) Sales of the securities that are the subject of solicitations of
interest under this section shall not be made until 20 calendar days
after the last delivery of a solicitation of interest document or a
radio or television broadcast or other media publication.

(2) (a) A failure to comply with any of the conditions in sub,
(1} will not result in the loss of the securities registration exemp-
tion under this section for any offer to a particular individual or
entity if the offeror demonstrates each of the following are met:
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1. The failure fo comply did not pertain to a condition directly
intended to protect that particular individual or entity; and

2. The failure to comply was insignificant with respect to the
offering as a whole; and

3. A good faith and reasonable attempt was made to comply
with the conditions in pars. (1){a) to ().

(b) Where an exemption is established only through reliance
upon this sub. (2), the failure to comply with the conditions in
pars. (1)(a) to (f) shall constitute a basis for action that may be
taken by the commissioner under s. 551.57, Stats.,, and shall
constitute a basis for action that may be taken by the commissioner

unders, 531,24, Stats., todeny orrevoke the exemptionastoa spe-

cifie secunty or lransaction.
History: Cr. chlstcr, December, 1995, No, 480, off. 1-1-56. -

© SEC 2.03 Exemption proceedmgs {1) If a notice is
required to be filed in order to seek to claim registration exemption
status pursuant to s, 551,22 or 551,23, Stats,, the notice shall con-
sist of a copy of any prospectus, circular or other malterial to be
delivered to offerees, the fee prescribed by s. SEC 7.01 (2), and a
cover letier describing how the offering will meet all the require-
ments for use of the exemption sought to be utilized, -

(2) If any information is reasonably required by the commis-
sioner prior to the effective date of an exemption, in connection
with the examination of any notice filed pursuant to 5. 551.22 or
551.23, Stats., the notice is not deemed filed until the information
so required is filed with the commissioner.

{3) An order of the commissioner disallowing an exemption
with respect to a specified security or transaction pursuant fo s.
551.22 or 551.23, Stats,, has the same effect as an order denrying
or revoking an exemption pursuant to s. 551,24, Stats.

History: Cr. Register, December, 1969, No. 168, off. 1-1-70; 1. and recr. Register,
August, 1972, No. 200, eff, 9-1-72; am. {1}, Register, December, 1977, No. 264, off,
1-1-78; r. and recr. (1}, Repister, December, 1981, No. 312, eff. 1-1-82; am. (1),
Register, December, 1982, No. 324, eff, 1-1-83; am. (1), chtstcr Dccember, 1991,
No. 432, off, 1-1-92,
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