Replaced Register, November, 1996, No. 491

3 ;. COMMISSIONER.OF SECURITIES

" SEC 2.01

Chapter SEC 2
REGISTRATION EXEMPTIONS‘

© SEC 201- " Exempt securities

SEC :2.02.- " .Exempttransactions’

.+ SEC-+2027. - Wisconsin issuer registration' exemption by filing

SEC 2.028- Exemption for solicitations of rnterest prior 0" regrstrauon of
. exemption
SEC 203 ‘Exemption proceedings

' 'SEC2.01 Exempt securities. (1) (a) Any revenue obliga-
tron payable 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 commercral enterprise, is-

exempted under's: 551.22'(1), Stats., if:
1, The enterpnse isa public utility described under s. 551.22

","(6) Stats., having securities registered under section 12 of the ;
ksecuntres exchanve act of 1934, oris a. wholly—owned subsrdrary
_ of one or more of such utilities.

2. Any securities of the enterpnse or any securities of an

.. unconditiona] guarantor 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 3a.,
" Stats;or
.3..A notice of the proposed offerrno is filed with the commis-

sioner prior to.the offering, rncludmo,a‘trust,rndenture meeting the
requirements of s. SEC 3.24, an official statement or a prospectus

.. meeting the requirements of s.-SEC 3.23 that contains financial '

statements for the-enterprise meeting the requirements of s. SEC

.3.22(1)(p) and subject to the standardsin s. SEC 3.06(2), and addi- -

tional information asthe commissioner may.require, and the com-

missioner does not by order deny the exemptron wrthm 10days of

the date the notice is filed..
- (b). Any guarantee of,-or any put optron or srmrlar agreement

- to purchase from a:holder of; any security exempt under s. 551.22 ;
- (1), Stats., is exempted froms. 551.21, Stats. - ;

(c) For purposes of the registration exemption provision of 5. -
-"551:22 (1), Stats., requiring the financial statéments - of certain

issuers to be prepared according to generally accepted accounting
principles or guidelines which the commissioner of securities des— o iAo
ignates by rule, a securrty is exempted from recrrstratron thereun— v iequrvalent language.

der if: . .
1. The issuer’s annual frnancral 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 Governmental Accounting, Statement 1,

-“Governmental - Accounting and . Financial Report Principles”

(March 1979) or other rule—makmg body designated-under rule

...203 of The Professional Ethics Code of the American Instrtute of
. Certified Public Accountants; or

2. The issuer’s annual general purpose frnancral statements

- ~relating to fiscal years endrnd onor before December 31,1997, are
prepared according to generally.accepted accounting principles as °

provided in subd. 1 » except t that the auditor’s opinion is. qualified
with respect to the omission of component units.required to.be
included. _by aovemmental accountmo standards board statement

no. 14

53, The issuer s annual <’eneral purpose ﬁnancral statements

; ‘relatrno tofiscal years endrna onor before December 31, 1997, are
. .prepared accordingto oenetally accepted accounting pnncrples as
provided in subd. l ,except that the auditor’s opinion is qualified

with respect to, the unaudrted financial statements of an-included

. :component unit..

" 4. Theissuer’s aeneral purpose fmanc;al statements relatmc7

0 frscal years endr_n° on or before December 31, 1997; are pre-

pared according to oenerally accepted accounting prrncrples as
provided in subo :, except that the auditor’s Opinion is qualified
with respect to the aeneral purpose financial statements 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 g0V-

‘ernmental accounting standards board statement no. 14.

“(d) " Determinationi of accounting pnncrples or aurdelrnes
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 offermg “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 S=X of the U.S. sécurities
and-exchange commrssron rn 17 CFR H210.2-02' and provrde
that:

1. With respect to par. (c) 1 the ﬁnancral statements are pre-
pared in accordance with venerally accepted ‘accounting prin-
ciples, or equivalent lanouaoe

2. With réspect to.par. ©)2., the financial statements are pre-
pared in accordance with oenerally 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 board statement no. 14, or equrvalent lan-
ouaoe ‘

3. With respect to par. (c) 3 the frnancral statements are pre-
pared. .according to. aenerally accepted -accounting principles,

‘except that the audrtor s opinien is qualified with respect to'the

unaudited ﬁnancral statements of an mcluded component unit, or

4. -With respect to par. (c) 4, the ﬂnancral statements are:pre-

y pared -according to - cenerally accepted accounting: principles,
except. that the audrtor $ opinion is:qualified- with respect-to the

general purpose financial statements for component-units whose
ﬁnancral statements are not presented in accordance with-gener-
ally accepted accounting principles, but which are mcluded inthe
reporting entity in accordance with govemmental accounting
standards board statement no. 14, or equivalent language.

(2) For purposes of s. 55 1.22.(3), Stats., an issuer or 2 guaran-

tor is “subject to regulation in respect of the issuance or guarantee
. ofiits securitiesby a govemmental»authority” if that. govemmental

authority has authority to regulate the issuer’s or guarantor’s busi-

.. ness and:the terms of the partrcular securrtres to be offered and
. sold.

(3) (a) The exemptron provrded under s 551 22 (7) Stats ,

: relatmg 10.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

-issue:of securities-or category of securities designated on the sys-

tem.. The commissioner may, by order, terminate an exemption
upon a determination that the system S requrrements for designa-
tion. of ‘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.
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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 accord-
ance 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 qualifying for registration exemp-
tion status unders. 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 contamed in the Memor: andum of Undezstanding dated May 30,

1991, entered into between the Chicago Board Optrons Exchange .

and'the North American Securities Administrators Association
Inc., and as published in the Commerce Clearing House NASAA
Reports have been so changed or msufﬁcrently applied that the
protection of investors contemplated by the exemption no longer
| exists. Thé commiissioner also may deny or revoke, by order, reg-
_istration exemptron status accorded by this paragraph with respect
_ 10 a specific issue of securities or category. of securities on the
excha.nge “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 oppertunity for hearing, written
findings ‘of fact and conclusions of law, and judicial review.

(¢) The Pacrfrc stock exchanoe is desronated as anational secu-
rrtres exchange qualifying for registration exemption status under
s, 551.22(7), Stats but only withrespect to Tier 1 securities listed
on that exchanoe, subject t0 the authority of the commissioner by
order to revoke the designation based upon adetermination that
the exchange’s requirements for listing or maintenance as set forth
in securities act release No: 34—-34429 (Quly 22, 1994) 59 Federal
Register 38998 (August 1, 1994), as contained in the Meémoran-

"'dum of Understanding dated October ‘12, 1994, entered into

between  the ‘Pacific stock exchange and the North- American

Securities Administrators Assocratron, Inc., and as published in
the Commerce Clearing House NASAA Reports have been so
changed or msufﬁcrently applied that the protection of investors
vicontemplated by the exemption no-longer exists: The commis-
.'sioner-also may deny or revoke, by order registration exemptron
“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 release rélating
to notice of and opportunity for hearrng, written ﬁndmgs of fact
and conclusions of law, and judicial review. ,
-(d) The Phrladelphra stock exchange is designated as'a natibnal
+"securities exchange qualifying for registration exemption status
under s.551. 22(7) Stats., but only with respect to Tier 1 securities

listed on ‘that exchange sub)ect to the authority of the commis- -

sionerby.order to revoke the designation based upon a determina-
tion:that the -exchange’s requirements for listing or mainteniance
.-as:set forthiin securities act release No. 34—34235 (June 17, 1994)
59 Federal ‘Register 32736 (June 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
commissioner-also. may-deny or revoke, by order, régistration

; exemptron status-accorded by this paragraph with respectto aspe-

- 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 opportunity for hearing, written findings
of fact and conclusions of law, and judicial review.
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(e) The Chicago stock exchange is designated as a national
securities exchange qualifying for registration exemption status
unders. 551.22( 7) Stats., but only wrth respectto Tier | securities
_i1isted on that exchange, provrded that proposed rule changes with
respect to its Tier 1 securities are approved by the U.S. securities
and exchange commission, and provided that a Memorandum of
Understanding is entered into and is in force and effect between
the Chicago stock exchange and the north american securities
admmrstrators inc. The desrcnatron is subject to the authorrty of
the commissioner to revoke the designation by order based upon
a.determination that the exchange’s requrrements for listing or
maintenance for Tier 1 securities as contained in the Memoran-
dum of Understanding and as published in the Commerce Clear-
ing House NASAA I{eports, have been so changed or insuffi-
crently applied that the protection of investors contemplated by
the exemption rio 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 paraoraph shall be in accordance with
the provisions of the Memorandum of Understanding relating to
notice of and opportunity for hearing, written frndlnos of fact and
conclusions of law, and judicial review.

{4) (a) Any evidence of debt issued by a domestrc non—profit
corporation to persons other than its members is éxempted under
5. 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: 4 trust indenture meeting the requirements
of s. SEC 3.24, under which the eévidence of debt is proposed to
be issued; a prospectus-describing the issuer, the ‘trust indenture

~and the evidence 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- specrﬁed in's. SEC 3.23 (1), and
such additional information as'the ¢ommissioner may requrre and

' the comnmissioner does not by order deny or revoke the'e exemption

within 10 days. In addition, if the domestic non=profit corporatron

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 offering shall meet the
requirements of s. 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. . -

+-(8).“Commercial paper” exempted under s.551. 22 (9), Stats
means any note, draft or bill of exchange, which: .

(a). Evidénces 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 lrrmted or any guarantee of the paper or
the renewal;

- {b) Is offered or so]d throu0h a broker—dealer that isin com-
plrance with:s. 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;

* (€)' Is not offered‘or sold to the oeneral pubhc by meansof the
pubhcatron or circulation of any advertrsmg, and S

(d) Isissuedtofinance hqurd current assets (mcludrm mvento—
ries and receivables) or current operatmo expenses.

(6) “A notice filed under's. 551.22 (10), Stats., shall consist of
a complete description of the plan, including any advertising to be
published, circulated or used. The exemption may bé denred if the
plan is unfair or inequitable to purchasers of securities thereunder.
If the plan involves pirchases of the employer’s secunues, aplan
~“may be deemmed unfair or rnequrtable 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 orthe end of the purchase penod whicheverislower,
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- and shares purchased are fully paid for-at the end of each period,
- stock certrficates are issued and no fractional shares are issued;

(b)Fhe issuer files an undertaking to deliver to all participating

employes copies of the issuer’s annual financial statements;’

(¢) A participating employé has the right to wrthdraw from the
“plan at any time without penalty;

(@) If there isno adequate public market for the issuer’s shares
““asdefined in’s. SEC 3.02 (1) (b), thei 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 tobe employed by the issuer (or a sub-

‘ srdrary), and a written request for repurchase is received by the
. 1ssuer within 180 days after termination of employment; or

2. The employe experiences severe financial hardship due to

rllness or death in the immediate family, major uninsured casualty - .

loss or'other unforeseen events, and delivers to the issuer a written
irrevocable election to have the issuer repurchase .the shares,
-including a statement in reasonable detail as to the nature of the
employe s financial” hardshrp, and within 20 days the issuer’s
board of drrectors does not determine that no severe fmancral
~hardship exists.
(e) All funds contributed’ to the plan for the purchase of shares
are protected from claims of creditors of the issuer;
® Any wrthholdmo from an employe s compensatron is lim-
ited to not more than IO% of the compensation each pay period;
“(g) All'shares issued under the plan have voting, dividend and
quurdatron tights meeting the requirements of s."SEC 3.07; and

(h) If the securities to be purchased under the plan arenotregis-

tered under the securities act of 1933, the issuer files a satrsfactory
opmron of counsel as to its exempt status under that act.
“(7) Any security issued by alicensed broker—dealer to its offi-
cers, partners ot employes rs exempted under s. ‘551 22 (14),
~Stats., if:
(a) Theissuer files with the commissioner prror to the offering
- “anoticeof the proposed issuance and such additional mformatron
*“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
: exchanoe whrch is made in accordance wrth the rules of that
»‘exchange : .

_(8) Any security issued or cuaranteed as to both prrncrpal and
';»rnterest by an-international bank of which the Umted States is a
member is exempted under s. 551.22°(17), Stats

(9) 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 mstrumentalrty of the Umted 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, s. 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 drs-

charge the principal on the securities at maturity.

..~ - (10) (a) Any government security, other than arevenue obliga-
tion and other than a security issued or guaranteed by the United

- States or .an agerncy 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 filed

with thie commissioner prior to the offering and the commissioner

does not by order deny the exemption wrthm 10 days of the date
the notice is filed.

(b) ‘A notrce frled under pag. (a) shall rnclude the followmo
‘ rnformatron
.1 The nature and cost of the pro;ect to be ﬁnanced with the
" borrowed funds; : .

);
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2. A statement of any other funds which may be needed to
complete the project; ,

3. Reference to the statutory authority for 1ssuance of the
securities;

4. Whether the securities are oreneral oblroatrons of the issuer
secured by.a constitutionally mandated 1rrepealable tax levy;

5. :Equalized value and, if available, assessed value relating
tothe property located in the oeooraphrcal boundanes of the issuer
for the preceding 5.years; = = .

6. Theissuer’s debt limit and the aggregate amount of existing

constitutional debt and unused borrowma margin;

7. The most recent U.S. census population and currént esti-
mated populatron within the geographic bourndaries of the issuer;

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

9. The dollar. amount of tax levies of the i Issuer for the last 5
years;’

10. A statement relatrn<7 to any pendrno lrtrcatron which may
have a material adverse financial impact upon the issueror upon

" the securities;

11. The 5 largest employers in the relevant creooraphrc area;

12. The 5 laroest taxpayers in the 1ssuer s <reoaraphrc bound-
aries;

13. The executrve officers of the issuer;

14. The issuer’s financial statements for the preceding 3 years
for which such statements are available, I the date of the financial
statements-for the issuer’s most recent fiscal year is more than 180
days prior to the date of a filing for exémption under this subsec-
tion, the: financial statements:shall-be updated. by providing

interim statements, that may be unaudrted ‘o wrthm 180 days of
: the date of filing; :

15. The issuer’s clrrent oeneral fund and debt servicé fund
balances as at the ‘end of the month precedmo the frlmo of the

“notice; and

16. Whether the securities will be accompamed atdelivery by

* an opinion of bond counsel to the effect that the securities are val-

rdly authorized and 1ssued ‘and are exempt from present federal
income taxes.
(¢) The requrrements of par. (b) may be satisfied by an Official

“Statement or other disclosure document relating to the! securities

being' offered contamrno at least the mformatron required in par.
(b). ‘
@A notrce frled under par. (a) shall be accompamed by
1. A copy of any proposed resolution .or resolutions of. the
governing body of the issuer relatrno to. the authorization and
issuance of the securities;
2. An opinion of bond counsel, or counsel to the issuer, to the

" effect that all appropriate steps to date necessary forthe sale of the

securities have been duly taken;
C3.A proposed form of the securities; ,
4" A copy.of the, notice of sale, if applicable, relatmc to the

-securities or a reference to the same indicating. where it may be

located;
5., A consent to service of process and resolutron relatmc to

,' the same, certified by the secretary or clerk of the issuer;

6. A copy of the disclosure document for the offering to be
provided to offerees containing the information requrred in par.

7.°A cross-reference sheét indic’atinv Where each information
itemn listed in par. (b) can be found in the Offrcral Statement or dis-

. closure document for the offering;

8. The fee prescribed by 5. SEC 7.01 (2), and-
9. Such additional mformatron as “the commrssroner may

require.
History: Cr.Register. December 1969, No. 168, eff. 1~1-70; . and recr Regrster
August, 1972, No. 200, eff. 9-1-72; cr. (6), Register, October, 1974, No. 226, eff.
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11-1-74; r, (1), renum. (6) o be (1) and am., renum. (2) to (5) to be (3) to (6), am
(3) and (4), r. and recr. (5), cr. (2) and (7), Regrster December, 1977, No, 264, eff.
1-1-78; am. (2), r. (3), renum. (4), (5) and (7) to be (3), (4) and (5), am (3) (a), cr
(7) and (8), Register, September,- 1978, No. 273, eff, 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. (7)
(d) and (h), Register, December, 1979, No. 288, eff. 1-1-80; am. (1) (2) 1. t0 3., (3)

@), (4) (a) and (b), (5) (£), (6)(2) and (7) (a) and (d), Register; December, 1980, No.-

. 1-1-81; am. (1) (2) 3. and (3) (a), cr. (7m), Regrster December. 1981, No.

312 eff 1=]-82; emerg. cr. (1) (c) and (d), (10), (11) 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), Register, December, 1982, No. 324, eff. 1- 1-83: am (l) (a)-3, Register,
December, 1983, No. 336, eff. 1-1-84; am (1) (a) 3., 1. (10), renum. (ll)tobe(lO)
Register, December, 1985, No. 360, eff. 1-1-86; emerg. am. (1) (a). r. (7). eff.
1-1-86; 1. (7), renum, (8) to (10) to be (7) to(9), Register, March, 1986, No. 363, eff.
4-1-86; am. (1) (a), Register, May, 1986, No. 365, eff. 6-1-86; emerg, am. (1) (¢)
3., eff. 7-1~-86;am (1) (b), (c) 2 and 3., (3) (a) arid (4) (b), . (Tm), Register, Decem-
ber, 1986, No. 372, eff. 1-1-87; emerg. am. (1) (c) 3., eff. 7-1-88; am. (1) (c) 3. and
(9) (b) 14., Register, December, 1988 No. 396, eff. 1-1-89; renum. (3) t0 (9) to be
(4)to (10), cr. (3), Register, December, 1990, No 420, eff. 1-1-91; renum (3) to be
(3)(a),.cr (3) (b), Register; December, 1991, No. 432, eff. 1--1-92; emerg. cr. (1) (c)
4.106.,(d) 4. 10 6,, eff. 5-1-94, cr. (l)(c)4 to 6., (d) 4. 10 6., Register, September,
1994, No: 465, eff. 10-1-94; am. (1) {a), 3., 1. (1)(c)2 and3 (d) 2..and 3., renum

(1)(c)4..5.and 6;,(d) 4.; 5. and 6 tobe(l)(c)Z 104, and(d)2 to4.,cr. (3)(c)and '

(d), Register, December 1996, No. 480, eff. 1-1-96; emerg. cr. (1) (c): and (d) 5.
eff. 7-1-96; cr. (3) (), Register, July, 1996 No 487, eff 8-1-96.

SEC 2 02 Exempt transactions. (1) An ‘isolated nonis-

suer transaction” wrthrn the meamno of s. 551 23 (1), Stats.,
includes: ; .

(a) Any sale of an outstandmo security by or on behalf of a per-
son not in control of the issuer or controlied by the issuer or under
common control with the issuer and not involving a distribution;
. but if the sale is effected through a br oker—dealer the transaction

.18 deemed isolated only if it is one of not mere than 5 such transac-
tions effected by.or through the broker—dealer in thrs state during
the prior 12, months;.and, : :

~:(b):Any sale of an outstandmo secunty by oron behalf ofa per- :

son'in control of the issuer: or controlled by the issuer or under
common control with the issuer if the sale is effected pursuant to
. brokers’ transactions in-accordance with section 4 (4) of the Secu-
 rities Actof 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, mcludrno any other sales by the per-

“son of securities of the same class durmo the prior 12 months, does

‘not, exceed 1%.of the outstandmo 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 purchasera written acknowledgment that the pur- .

chase was unsolicited, or the confirmation delrvered 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 4 purchaser of a secu-
rity.

(3) Any sale of an outstandrno secunty 1s exempted under s.
551:23:(3), Stats,, if:”

(a) Withrespect to a security quahfymo under's. 551.23 (3) (c),
Stats., the issuer or a licensed broker—dealer files a notice of the
proposed sale with the commissioner prior to the offermg, includ-
~'ing the latest prospectus filed under the securities act “of 1933

descnbmcr the securities proposed to be sold, a copy of the issuer’s
.articles of incorporation and bylaws, or équivalents, as currently
in effect, and the information concerning the public market for'the
security specified.in.s. SEC 3.02 (1) (b) The exemption,unless
denied or revoked by order of the commissioner within 10 days,

is effective so long as the issuer is filing periodic information, doc-

uments-and reports under section 15 (d) of the securities exchange
actof 1934. - ..

(b) With respect to a security quahfymo under S 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

_tobe sold; a copy of the issuer’s arncles of incorporation and by-
laws, or equivalents, as.currently in effect; any information speci-
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fied in ss. SEC 3.22 and 3.23, and not contained in the filed pro-

‘spectus; the trust indenture, if* any, under which the securities

proposed to be sold are issued; the information concerning the
public market for the security specified in s..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 requuements 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 relmous, 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 commiissioner with a writ-
tenreport within 30 days after the happening of any material event

--affecting the issuer or the securities proposed to be sold. The

exempti’on unless disallowed by “order of the commissioner

- within 10 days, is effective so'long as the mformatxon requrred to
. be furnished is kept current.

(4) A “financial institution or institutional mvestor” w1thm the
meaning of 5. 551.23 (8); Stats., includes:”

(@ 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 caprtal company asa result of meetmv any of the

following requirements:

1. Operating 2 small business rnvestment company licensed

under the small busmess rnvestment act of 1958 as amended 15
"USC631. ,

2. Beinga corporatron partnershrp or assomatlon whose net

_assets exceed $1,000,000 and either:

a. Whose principal purpose as stated in its amcles by—laws

or other oroamzatronal rnstruments is 1nvestm° m securities; or

b. Whose primary busmess is investing in developmental
stage companies or eligible small business companies as defined
in the regulations of the small business administration at 13 CFR

1082.

(d Any* quahﬁed msututronal buyer” as defmed 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 with the quali-

_ fied institutional buyer.

(e) Any entity, all of the eqtnty owners of which are persons
desrcnated ins. 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 commrssroner by

.- order designates,

(g) “An “individual accredrted investor” for purposes of s.

551.23 (8) (g), Stats., means any of the following:

1. Any director; executive officer, or general partner of the
issuer of the securities being offered or sold, or any- director,

-executive officer, or general partner of a oeneral partner of that
- issuer;

2. Any natural person whose md1v1dual net worth or Jornt net
worth with that person’s spouse, at the t1me of hrs or her purchase
exceed $1,000,000; or

3. Any natural person who had an mdlvrdual income in excess
of $200,000 in each of the 2 most recent years-or joint income with
that person’s spouse in excess of $300,000 in each of those years

- and has a reasonable expectation of reaching the same income

level in the current year.
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- (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 $. 551.23 (10) or.(11), Stats.:
(a) . Offerees or persons holding-directly or mdlrectly all the
-~issuer’s securities include all joint or common owners and all
. ~beneficial owners of its securities, and all beneficial owners of any
.corporation,. partiership, 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, oOr any
. relatlve of the spouse, taking or -holding the securities in joint or
common tenancy with, and havmc 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

exemptlon for the offer and sale of securities by such affiliated .

issueror person shall not be denjed on account of such affiliation
provrded the offer and sale are not part of a common ‘business pur-
pose or plan of offerm or if upon the filing of an applrcatlon the

commiissioner so orders A “common business purpose or plan of

“offering” is présumed where the offer or sale of secirities is not
separate and distinct from another offer and sale of securities with
respect to (i) the apphcatron of proceeds (11) the physical proxim-

ity of ‘real property or other assets, or (ur) the fmancral affarrs of

: the busrness

(c) A reasonable commission or fee may be paid to a broker—
_ dealer or agent licensed in this state for services rendered in con-
" ‘nection’ w1th a sale of securities effected under s. 55 1. 23(10) or

an, Stats,; a commissjon or fee will be presumed’ reasonable if
it does not exceed the amount permrtted unders. SEC3.01 (1);and - -

@ The exemptron for any offer or sale. under s.551.23 (ll)
Stats is withdrawn with, respect to:

1. Except as provided in this subdxvrsron 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 interést or participation iri 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, whrchever is greater; of all securities to be offered by or
“on behalf of the i 1ssuer tooether with the value of any secufities
" soldto persons in this state by oron behalf of the issuer dufing the
N pnor 12'months, exceeds $100,000, uniess prior to the offenng the
" issuer files anotice of the proposed offer or sale with the.commis-
sroner 1ncludrno any prospectus, circular or other material to be
delivered to offerees, and other information as the commissioner
may require, and the commrssroner does not by order. withdraw,
\ deny or revoke the exemptron wrthm 10 days Thrs paragraph is
‘not. apphcab]e to-any.offer or:sale. made by a broker—dealer
licensed in"Wisconsin if the broker—dealer: is not affiliated with
- -eitherthe issuer orsponsorof the i 1ssuer by ‘meansof direct orindi-
- rect.common control; R
2 Any offermo of secuntres if the i issuer, any of its'officers,
“directors,” general - partners; controllmo persons ‘or affrhates

~“thereof are-or would be drsqualered from use of the’ reorstratron :

“gxemption in's."551- 23(19), Stats., as aresult of any of the causes
specified in s. 551.23 (19) (¢) 1. a. to d., except for any person or
persons subject to a.disqualification who-meets the conditions for
waiver in's.551.23.(19) (¢) 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. :

"SEC 2.02

(6) “Class vote” within the meaning of s. 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
apphcable corporation statute of another state.

(7) (a) “Stock split” within the meaning of s. 551.23 (14),

Stats., does not include any action by the corporation which has

or may have the effect'of consohdatmor securities'of a ‘class of out-
standing equity securities into a smaller number of securities of
that'class;

“(b) “Stock drvrdend” within the meanrno of S. 551 23 (14),
Stats includes the issuance of shares under a dtvrdend reinvest-
ment plan in which the election by a shareholder 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 evrdence 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 meeting the requirements of s. SEC 3.24 under

which the evidence of debt is proposed to be issued; a prospectus

'descmbrno 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 specxfled ins. SEC 3.23.(1); such addmonal information as
the commissioner may require; and

(a) With respect to an offer qualifying unders. 55123 (15) (),

Stats.,.a signed or conformed opinion of counsel for the issuer or

other evrdence satrsfactory to-the commissioner with respect to
the validity and rank of the lien 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 quahfyrnc under s, 551. 23 (15) (b),
Stats., a balance sheet of the issuer as of the end of the last fiscal
year of the issuer precedmo the date of frhng, and statements of
income and changes in financial posmon and an analysis of sur-
plus of the issuer for each of its 3 immediately precedmcr fiscal

years meeting the requirements of s. SEC7. 06

(¢) In addition, if the non—profit corporatron isor operates as
a church, the offering shall meet the requirements of s. SEC3.14,
and if the domestic non—proﬁt corporation is or operates as a
health care facility, the offering shall meet the requirements of s.
SEC 3.145.

(9) The following transactions are exempted under s. 551.23

(18), Stats.; without lrmmno the comm1ssxoner ’s authonty there-
. under:+ : o

“{a) Any isolated 1ssuer transactron relatrncr to redeemable
securities of an investment company registered under the invest-

‘ment company act of 1940, effected” throuch a-licensed broker—
“dealer pursuant 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

transaction is presumed to be* 1solated” ifitisone of not more than
3.such:transactions during the prior-12 'months..

(b) Any issuance of securities by a corporatron in a transaction

.meeting the requiréments of section 368 (a) (1) (B) of the internal

revenue code; if the issuer files with the commissioner prior to the
offering the reorganization agreement and plan pursuant to.-which
the securities are proposed to be issued and additional information
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as the commissioner may require, and the commissioner does not

by order disallow the exempuon within 10 days from the date of

filing.

. -(c) Any transactlon pursuant to an offer to existing security
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 mdrrectly for soliciting any security

“holder in thrs state; and if the issuer files with the commissioner
prior to the offering a notice specifying the terms of the offer,
including any prospectus ¢ircular or other material to be deliv-

-eredto offerees in connection with the transactionand 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 ¢orporation, pursuant to its organizational

*"instrument or the applicable statute of any state, on a reorganiza-

tion or a Sale or trafisfer of assets in consideration of the i issuance

of securities of another pérson.

ey Any offer or sale of securities pursuant to a transactron not

“involving a pubhc 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 requrre effected in comphance with such condmons as the
commissioner may prescribe.

() Any offer or sale of secufities to the employes or agents of

the issuer or its subsidiaries pursuant to a stockoption 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 1nap-
spropriate for the.protection of investors unless:
1.- The plan extends for no longer than 10 years,
2. The total amount of optrons and the exercise pnce meet the
requirements of s. SEC 3.03 (1) and (2); :

‘ 3. Theissuer files an undertakrng todeliverto all participating
“employes copies of the issuer’s annual financial statements;

ments for shares issued upon exercise is not permitted except as
authorized by a majority of the drsmterested mdependent outside
drrectors of the issuer;

5. Certrflcates are issued upon exercrse

6.. The plan meets the repurchase standards of s. SEC 2, Ol 6)
@

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

8. If the shares to be issued under the plan are not registered
under the securities-act of 1933, theissuer files a satxsfactory opin-

ion of counsel as to its exempt status under that act.
(g) Any ¢ offer by alicensed broker—dealer pursuantto a prelim-
inary prospectus, provided all the following requirements are met:
. 1. The securities are the subject of a'registration statement
-filed under s.. 551.25.0r 551.26, Stats., a filing.unders.-551.235,
*.Stats., or a notice frled under s.551. 22 (1) or (8) or 551 23 (12) or
. (15), Stats;: oo
- 2. Thet prelrmmary 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 toin subd l ‘may leoally be
sold, no customer-funds are received ‘and no customer signs any
subscription agreement orsimilar document relating to the : securi-

" .ties offered.other than a tentative reservation of securities that is

 Register, July, 1996. No. 487

WISCONSIN ADMINISTRATIVE CODE 8

not binding on the subscriber until ratified by the subscriber after

--the securities may legally be sold.

(h) Any transaction, in other than the initial public offering,
involving any government security, other-than a revenue obhca-
tion and other than a security issued or guaranteed by the Umted
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 offéror sale of securities that qualifies for use of a trans-
acuonal registration exemption under s: SEC 2.027 or 2.028.

(j) Offers or-sales of a discr etronary or managed trading
account involving discretion or maragement provrded by a
broker~déaler licensed in this state or by an investment advrser
licensed in this state:

(k) _Any offer, but not a sale, of a security thr'ough a presenta-

‘tion to potential investors at an organized 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-

meént forum for purposes of this exemption, a written applrcatron
for designation shall be submitted to the commxssroner either by

_asponsor of the fair or forum orby any interested personif 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 activity, and the criteria to be met

fora firm or person to participate in the fair or forum. Within 10
“days from the receipt of the application or 10 days froin the date

of receipt of any amendment or supplemental information to the
applrcatron required by the commrssroner, the commissioner shall
either designate the applicant a venture capital fair or investment
forum or notify the applicant in writing why ‘such a designation
will not be made. For purposes of this paragraph, the terms “ven-
ture capital fair” or “investment forum” include, but are not lim-

- ited to, gatherings opento 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 therr business plans.and products, or their financing or invest-

4. Any provision of the plan providing for installment pay- - ‘ment capital needs or proposals.

@ 1. Any offer, other than a sohcrtatron of 1nterest made pur-
suant to SEC 2.028, sale or option to purchase equity securities
issued by a new Wisconsin busrness corporation if that offer or
salei is made by, or the option is offered by, the issuing corporatron
to its ‘émployes, officers or directors. ' In ‘this subsectron ‘new
Wisconsin business corporanon means a business mcorporated
under ch: 180, Stats., ' with its principal offrce in'this state.”

2. Prror to a.ny offenno made in this state under this paragr. aph

““the corporation shall provide the comimissioner with at least 10

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

‘include a'copy of a.written dtsclosure document tobe 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 offering; how the proceeds will be expended; basic
information about the corporation’s business activities and histor-
ical operations to date; the identity of its officers, directors and
controlling persons the current ownershrp ievels of the corpora-
tion’s securities, together with the price per share paid by persons
for those shares; and audrted or revrewed ﬁnancral statements for
the’ corporatlon . .

(m) Any transaction by the sponsor of a unit mvestment 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 benefrcral mterest in the
secondary market. ‘
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-2, The share of beneficial interest 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: limitation, 2
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 exemption in rule 230.701 under sec. 3(b) of the secu- -

rities.act of 1933, - ... . . P
History: Cr. Register, December, 1969, No 168, eff. 1-1-70; r andrecr. Register
August, 1972, No. 200, eff. 9-1-72; emerg. ¢r. (11), eff. 11-4-75; cr. (11), Register.
February, 1976, No. 242, eff :3<1-76. Am. (1) (a), (3) (2), and (b); (5) and (6), renum
(9) (10) and (11) to be (10), (11) and (9), am (9) (10) (intro.) and (1) (a) and (e), r.
andrecr. (10)i(b); cr. (11) (f) and (g), Register, December: 1977, No. 264, eff. 1-1-78;
am.(6) (b) and (d) 1., Register, September, 1978, No, 273; eff. 10~1~78; amn. (5) (c),
(6)(b) and (11) (f) 6 , Register, December, 1979. No. 288, eff, 1-1-80; am. (1) (b),
(2) and (3) (2)-and {(b); r. (4); renum. (5) to (11) 10 be (4) to (10), and am. (5) (a), (¢).
and (d) 1.,.(6),.(9) 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; cr. (10)'(h), Register, September, 1982, No. 321, eff. 10-1-82; am.
(3) (@) and (5)(d) 1.; er.(10) (i); Register, December, 1982, No. 324, 'eff 1-1-83; cr.
(10).(3), Register; August; 1983, No. 332, eff 9-1-83;am. (1) (2); (5) (d) 1..and (10)
(b). Register, December, 1983. No. 336, eff. 1-1-84; emerg. r. (10) (j),eff. 1-~1-84;
1. (10) (j), Register, May, 1984, N6 341, eff. 6-1-84; am. (10) (g), Register, Decem-
©-ber, 1984, No. 348; eff 1~1-85;am. (3)(b)and (10) (f) 4., Register, December, 1985.
No: 360, eff. 1-1-86; emerg. am:-(10) (g) 1., eff, 1-1-86;.cr. (10) (j), Register; March,
1986, No. 363, eff. 4-1-86; am. (10} (g) 1, Register, May, 1986, No 365, eff.
6-1-86;:am. (1) (a) and (9) (c), ct. (10) (k), Register, December, 1986, No 372, eff.
1-1-87; am. (10) (3), Register, December; 1987, No..384, eff, 1-1-88; r. and recr: (4)
(¢).am (10) (j), cr. (10) (I) and (m), Register, December, 1988, No. 396, eff. 1-1-89;
am. (4)(c) (intro’); 1. and 2. intro., (5) {c) and (d) 3. Register, December, 1989, No
408, eff. 1-1-90; 1. (6), renum. (4) (d), (7) t0.(10)to be (@) () and (6) to (9)and’am

£9)(D 6., cr. (4) (d), Registér, 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.

(@) (&) tobe (4) (), cr. (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) 1. to 5.. renum -(4) (d) (intro.)

“to:be (4)(d) and am:,:am. (5).(a), (9)(c), () 2., cr. (9) (m), Register, December; 1994,

No. 468 eff. 1-1=95; am: (1) (a), (4) (¢) 2.,45) (d) 1., cr. (4) (h), (9) (n), I, and récr.

£(8) (d):2,,1.(5).(d).3.; (9).(1), renum.(9) (i) to (n) to be (9) (1) to () and-am  (9):(h)
and (L), Register, December, 1995, No. 480, eff. 1-1-96

SEC 2.027 Wisconsin issuer registration exemption
by filing. If all of the following conditions are met, other than
any condition or conditions waived by the commissioner upon a
showing of good cause, a transaction registration exemption 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 comple-
tion 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. 551.23 (8), Stats.;

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

(¢) 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
s.551.23 (19) (c), Stats.

(4) The aggregate offering price of the securities sold in the
offering to persons in Wisconsin pursuant to this exemption does
not exceed $1,000,000, provided that the issuer has not made

.other offerings in Wisconsin pursuant to this exemption that
would meet the criteria for being integrated with the offering
under Rule 502 (a) of Regulation 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-

-SEC 2.028

als; together with any advertising; with the commissioner in con-
formance with the requirements of ‘sub. (9). If the disclosure
materials provide that a minimum dollar amount of offering sub-
scriptions must be received before the issuer may utilize any of the
proceeds, all subscriptions shall be held by a financial institution
under an impounding agreement until the required minimum sub-

“scription level is reached.” N :

..(6) The issuer reasonably 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 expetience 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 following require-

ments:

(2) For offerings by a corporate issuer, an offering document
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 ¢ither audited or reviewed; or o

(b) For offerings by any type of issuer, an offering document

- that complies with the disclosure requirements of rule 502 (b) (2)

of Regulation D under the securities act of 1933,
* (8) The issuer or applicant files with the commissioner:
(a) The offering document to be used in connection with the
offer and sale of'the securities, notlater 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 advertising, other than the offering document
and éxcept 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 material

amendment in this state.

History: Cr. Register, March, 1986, No. 363, eff. 4-1--86; r. and recr. Register,
December, 1990, No. 420, eff, 1-1-91; am. (3) and (4), Register, December, 1991,
No. 432, eff. 1-1-92; am. (intro.), renum. (6) to (8) to be (7) to (9), cr. (6), Register,
December, 1994, No. 468, eff. 1-1-95; am. (1) (intro.), (4), r. (5), renum. (6) 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, eff. 1-1--96.

SEC 2.028 Exemption for solicitations of interest
priorto registration or exemption. (1) A transaction exemp-
tion 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 publication
or scripted media broadcast containing the information prescribed
in the form in s. SEC 9.01(1)(c), for the sole purpose of soliciting
an indication of interest from prospective purchasers in receiving
a prospectus, private placement memorandum or equivalent dis-
closure document for the security, if the following conditions are
satisfied, except to the extent that sub. (2) is applicable.

(a2) 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,
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 related materials used to conduct solicitations shall
be filed with the commissioner not later than the date of their first
use. Any written document under this subsection may include a
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-coupon, returnable to the issuer indicating interest in a potential
-, offering, 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 intérest
form, shall contain the disclosures specified in the solrcrtatron of
mterest form in s. SEC 9.01(1)(c). k

(d) The offeror does not know, and inthe exercise of reasonable
care could not know, that any of the issuer’s ‘officers, directors,
* general partners, controllmc7 persons or. affiliates thereof dre or

would be disqualified from use of the registration exemption in s.
551. 23(19), Stats., as a result of any of the causes specified in s.
551.23¢( 19) (©) 1. atod., Stats,, except for any DEIson or PErsons
subject to & disqualification who meets the conditions for ‘waiver
ins. 551.23 (19) (¢) 2. a,, Stats.

e Solrcrtatrons of interest pursuant to this section shall notbe
made after the filirig of either a registration statement under.ch.
551, Stats., the frlmo of materials required for a claim of registra-
© tion exemption under s. 551 23, Stats., or use of any avarlable
self-executing exemption under s. 551. 23 Stats.

® Sales of the. securities:that are the sub]ect of solrcrtatrons 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
radro or television broadcast or other medra pubhcatron '

{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 followrnor are met:

1. The failure to comply did not pertain to a condition drrectly
rntended to protect that particular individual or entity; and
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2: The failure to comply was rnsr ignificant wrth respect to the
offering as a whole; and
3. A good faith and reasonable attempt was made to comply
with. the. condmons in pars. (1)(a) to (f): . ;
(b) Where an exemption is established only thr'ough relrance

" upon this sub. (2), the failure t6 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
under's. 551.24, Stats., to deny or revoke the exemptron as toaspe-

- cific: secunty or transacnon

History: Cr. Regrster, December, 1995 No. 481, eff. 1- 1—96

SEC 2,03 Exemption Droceedlngs. (1) “If a notice is
required to be filed in order to seek to claimregistration 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 material to:be
delivered to offerees, the fee prescribed by s:'SEC 7.01 (2), and a
cover letter describing how the offering will meet all the require-
ments for use of the exemption souOht to be utilized: - h

" (2) ‘If any information is reasonably required by the commrs--
sioner prior to the effective date of an exemption; in'connection
with the examination of’ any notice filed pursuant to s. 55122 or

551.23, Stats., the notice is not, deemed filed until the 1nformatron

so required is filed with the’ commissioner. .
{3) ‘An order of the commrssroner drsallowrno an ‘exemption

-with Tespect to a specrfred SCCHI‘II}’ or transaction pursuant 1o 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. .
History: Cr ‘Register, December, 1969, No. 168, eff. 1-1~70; 1. and recr:Register,

August, 1972, No. 200, eff 9-1~72; am. (1), Register, December, 1977, No. 264; eff.
-1-1-78: r. and recr. (1), Register, December, 1981, No: 312, eff.- 1-1-82; am. (1),
.- Register, December, 1982, No. 324 eff. 1-1—83 am (l) Regrs!er, Decembet 1991

No. 432, eff. 1-1-92




	491Nov96SEC2.pdf 

