As Introduced

125th General Assembly
Regular Session H. B. No. 7
2003-2004

Representative Taylor

A BILL

To anend sections 1701.831, 1707.01, 1707.08,

1707.09, 1707.11, 1707.23, 1707.40, 1707.41,

1707. 42, 1707.43, 1707.44, and 2913.02 and to
enact sections 1707.131 and 1707.231 of the

Revi sed Code to nodify the Corporation Law
regardi ng special neetings of shareholders in
connection with tender offer, control share

acqui sition bids; to nodify the Securities Law

Wi th respect to securities to which it applies,
requirements for registration of securities, the
desi gnation of the Secretary of State to receive
service of process, the application of renedies
under the Securities Law, the Attorney Ceneral's
enforcenent authority on behalf of persons injured
by a violation, the statutes of linmitations
governing an action for specified violations, and
the prohibitions against certain msleading
actions; and to increase the crimnal penalty for
certain theft offenses and create a new crim na

aggravated theft offense.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF OHIO:

Section 1. That sections 1701.831, 1707.01, 1707.08, 1707.09,
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1707.11, 1707.23, 1707.40, 1707.41, 1707.42, 1707.43, 1707.44, and
2913. 02 be anended and sections 1707.131 and 1707. 231 of the

Revi sed Code be enacted to read as foll ows:

Sec. 1701.831. (A) Unless the articles or the regul ati ons of
the issuing public corporation provide that this section does not
apply to control share acquisitions of shares of such corporation
any control share acquisition of an issuing public corporation
shall be made only with the prior authorization of the

shar ehol ders of such corporation in accordance with this section

(B) Any person who proposes to make a control share
acqui sition shall deliver an acquiring person statenent to the
i ssuing public corporation at the issuing public corporation's
princi pal executive offices. Such acquiring person statenent shall

set forth all of the follow ng
(1) The identity of the acquiring person;

(2) A statenment that the acquiring person statenent is given

pursuant to this section

(3) The nunber of shares of the issuing public corporation

owned, directly or indirectly, by the acquiring person;

(4) The range of voting power, described in division
(2(1)(a), (b), or (c) of section 1701.01 of the Revised Code,
under which the proposed control share acquisition would, if

consunmat ed, fall;

(5) A description in reasonable detail of the ternms of the

proposed control share acquisition

(6) Representations of the acquiring person, together with a
statenent in reasonable detail of the facts upon which they are
based, that the proposed control share acquisition, if
consummat ed, will not be contrary to law, and that the acquiring

person has the financial capacity to make the proposed contro
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share acqui sition

(O (1) Wthin ten days after receipt of an acquiring person
statenent that conplies with division (B) of this section, the
directors of the issuing public corporation shall call a special
neeting of sharehol ders of the issuing public corporation for the
pur pose of voting on the proposed control share acquisition
Unless Subject to division (C(2) of this section, unless the

acquiring person agrees in witing to another date, such specia
neeti ng of shareholders shall be held within fifty days after
recei pt by the issuing public corporation of the acquiring person
statenent. |f the acquiring person so requests in witing at the
time of delivery of the acquiring person statenent, such specia
nmeetings shall be held no sooner than thirty days after receipt by
the issuing public corporation of the acquiring person statenent.

Sueh Subject to division (C)(2) of this section, such special

neeti ng of sharehol ders shall be held no later than any ot her
speci al neeting of shareholders that is called, after receipt by
the issuing public corporation of the acquiring person statenent,
in conpliance with this section or section 1701.76, 1701.78,
1701.79, or 1701. 83—e+—1701+-83% of the Revised Code.
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(2) If, in connection with a tender offer, an acquiring

person i ncreases or decreases the percentage of the class of

securities being sought, the consideration offered, or the

security dealer's soliciting fee, and the acquiring person is

required to hold open the tender offer for at |east ten business

days fromthe date that the notice of such change is first

publ i shed, sent, or given to shareholders pursuant to securities
and exchange commission rule 14e-1(b), 17 C F. R 240. 14e-1(b)
promul gated pursuant to section 14(e) of the "Securities Exchange
Act of 1934," 82 Stat. 455, 15 U. S.C. 78n(e), then the directors

of the issuing public corporation may reschedul e the speci al

neeting of shareholders required by division (C(1) of this

section to a date that is not later than the date established by

the acquiring person as the closing date of the changed tender

of fer.

(D) Notice of the special neeting of sharehol ders shall be
given as pronptly as reasonably practicable by the issuing public
corporation to all shareholders of record as of the record date
set for such neeting, whether or not entitled to vote thereat at

the neeting. Sueh The notice shall include or be acconpani ed by

both of the follow ng:

(1) A copy of the acquiring person statenent delivered to the

i ssuing public corporation pursuant to this section;

(2) A statenment by the issuing public corporation, authorized
by its directors, of its position or recommendation, or that it is
taki ng no position or making no recommendation, with respect to

the proposed control share acquisition

(E) The acquiring person nmay make the proposed control share

acquisition if both of the follow ng occur:

(1) The sharehol ders of the issuing public corporation who

hol d shares as of the record date of such corporation entitling
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themto vote in the election of directors authorize the

acqui sition at the special neeting held for that purpose at which
a quorumis present by an affirnmative vote of a najority of the
voting power of such corporation in the election of directors
represented at the neeting in person or by proxy, and a mgjority
of the portion of the voting power excluding the voting power of
interested shares represented at the nmeeting in person or by
proxy. A gquorum shall be deenmed to be present at the special
neeting if at least a majority of the voting power of the issuing
public corporation in the election of directors is represented at

the neeting in person or by proxy.

(2) The acquisition is consummated, in accordance with the
terms so authorized, no later than three hundred sixty days
foll owi ng sharehol der authorization of the control share

acqui sition

(F) Except as expressly provided in this section, nothing in
this section shall be construed to affect or inpair any right,
renedy, obligation, duty, power, or authority of any acquiring
person, any issuing public corporation, the directors of any
acquiring person or issuing public corporation, or any other
person under the laws of this or any other state or of the United

St at es.

(G If any application of any provision of this section is
for any reason held to be illegal or invalid, the illegality or
invalidity shall not affect any legal and valid provision or
application of this section, and the parts and applications of

this section are severabl e.

Sec. 1707.01. As used in this chapter:

(A) Whenever the context requires it, "division" or "division
of securities" may be read as "director of commerce" or as

“comm ssi oner of securities."
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(B) "Security" means any certificate or instrunent, or any

oral, witten, or electronic adreenent. understanding. or

opportunity, that represents title to or interest in, or is

secured by any lien or charge upon, the capital, assets, profits,
property, or credit of any person or of any public or governnental
body, subdivision, or agency. It includes shares of stock
certificates for shares of stock, nenbership interests in limted
liability conpanies, voting-trust certificates, warrants and
options to purchase securities, subscription rights, interim
receipts, interimcertificates, promssory notes, all forns of
commerci al paper, evidences of indebtedness, bonds, debentures,
land trust certificates, fee certificates, |easehold certificates,
syndi cate certificates, endowrent certificates, certificates or
written instrunments in or under profit-sharing or participation
agreenents or in or under oil, gas, or mning | eases, or
certificates or witten instrunents of any interest in or under
the sanme, receipts evidencing preorgani zati on or reorgani zation
subscri ptions, preorganization certificates, reorganization
certificates, certificates evidencing an interest in any trust or
pretended trust, any investnent contract, any life settl enent
interest, any instrunent evidencing a prom se or an agreement to
pay noney, warehouse receipts for intoxicating Iiquor, and the
currency of any government other than those of the United States
and Canada, but sections 1707.01 to 1707.45 of the Revised Code do

not apply to the sale of real estate.

(O (1) "Sale" has the full neaning of "sale" as applied by or
accepted in courts of law or equity, and includes every
di sposition, or attenpt to dispose, of a security or of an
interest in a security. "Sale" also includes a contract to sell
an exchange, an attenpt to sell, an option of sale, a solicitation
of a sale, a solicitation of an offer to buy, a subscription, or

an offer to sell, directly or indirectly, by agent, circular,
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nphl et, adverti senent, or otherwi se.
(2) "Sell" means any act by which a sale is nade.

(3) The use of advertisenents, circulars, or panphlets in
connection with the sale of securities in this state exclusively
to the purchasers specified in division (D) of section 1707.03 of
the Revised Code is not a sale when the advertisenents, circulars,
and panphl ets describing and offering those securities bear a
readily legible legend in substance as follows: "This offer is
made on behal f of dealers |icensed under sections 1707.01 to
1707. 45 of the Revised Code, and is confined in this state

exclusively to institutional investors and licensed deal ers.”

(4) The offering of securities by any person in conjunction
with a |icensed deal er by use of advertisenent, circular, or
panmphlet is not a sale if that person does not otherw se attenpt

to sell securities in this state.

(5) Any security given with, or as a bonus on account of, any
purchase of securities is conclusively presuned to constitute a

part of the subject of that purchase and has been "sold."

(6) "Sale" by an owner, pledgee, or nobrtgagee, or by a person
acting in a representative capacity, includes sale on behalf of
such party by an agent, including a |icensed deal er or

sal esper son.

(D) "Person," except as otherw se provided in this chapter
neans a natural person, firm partnership, linited partnership,
partnershi p association, syndicate, joint-stock conpany,
uni ncor por at ed associ ation, trust or trustee except where the
trust was created or the trustee designated by |aw or judicia
authority or by a will, and a corporation or limted l[iability
conpany organi zed under the laws of any state, any foreign
governnment, or any political subdivision of a state or foreign

gover nnent .
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(E) (1) "Dealer," except as otherwi se provided in this
chapter, means every person, other than a sal esperson, who engages
or professes to engage, in this state, for either all or part of
the person's tine, directly or indirectly, either in the business
of the sale of securities for the person's own account, or in the
busi ness of the purchase or sale of securities for the account of
others in the reasonabl e expectation of receiving a comm ssion
fee, or other renmuneration as a result of engaging in the purchase
and sale of securities. "Dealer" does not nmean any of the

fol | owi ng:

(a) Any issuer, including any officer, director, enployee, or
trustee of, or nenber or manager of, or partner in, or any general
partner of, any issuer, that sells, offers for sale, or does any
act in furtherance of the sale of a security that represents an
econom ¢ interest in that issuer, provided no conmi ssion, fee, or
other simlar renmuneration is paid to or received by the issuer

for the sale;

(b) Any licensed attorney, public accountant, or firm of such
attorneys or accountants, whose activities are incidental to the

practice of the attorney's, accountant's, or firm s profession;

(c) Any person that, for the account of others, engages in
the purchase or sale of securities that are issued and outstandi ng
bef ore such purchase and sale, if a ngjority or nore of the equity
interest of an issuer is sold in that transaction, and if, in the
case of a corporation, the securities sold in that transaction
represent a mpjority or nore of the voting power of the

corporation in the election of directors;

(d) Any person that brings an issuer together with a
potential investor and whose conpensation is not directly or
indirectly based on the sale of any securities by the issuer to

the investor;
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(e) Any bank;

(f) Any person that the division of securities by rule
exenpts fromthe definition of "dealer" under division (E)(1) of

this section.

(2) "Licensed dealer" nmeans a dealer licensed under this

chapt er.

(F) (1) "Sal esman” or "sal esperson” nmeans every natura
person, other than a dealer, who is enployed, authorized, or

appoi nted by a dealer to sell securities within this state.

(2) The general partners of a partnership, and the executive
of ficers of a corporation or unincorporated association, |icensed
as a dealer are not sal espersons within the nmeaning of this
definition, nor are such clerical or other enployees of an issuer
or dealer as are enployed for work to which the sale of securities
is secondary and incidental; but the division of securities may
require a license fromany such partner, executive officer, or
enployee if it determnes that protection of the public

necessitates the |icensing.

(3) "Licensed sal esperson” neans a sal esperson |icensed under

this chapter.

(G "lssuer" neans every person who has issued, proposes to

i ssue, or issues any security.

(H "Director" means each director or trustee of a
corporation, each trustee of a trust, each general partner of a
partnership, except a partnership association, each manager of a
partnershi p associ ation, and any person vested w th managerial or
directory power over an issuer not having a board of directors or

trustees.

(1) "I'ncorporator” means any incorporator of a corporation

and any organi zer of, or any person participating, other than in a
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representative or professional capacity, in the organization of an

uni ncor porated i ssuer

(J) "Fraud," "fraudulent," "fraudulent acts," "fraudul ent
practices,"” or "fraudul ent transactions" nmeans anything recogni zed
on or after July 22, 1929, as such in courts of |aw or equity; any
devi ce, schene, or artifice to defraud or to obtain noney or
property by means of any fal se pretense, representation, or

prom se; any fictitious or pretended purchase or sale of
securities; and any act, practice, transaction, or course of
business relating to the purchase or sale of securities that is
fraudul ent or that has operated or would operate as a fraud upon

the seller or purchaser.

(K) Except as otherw se specifically provided, whenever any
classification or conmputation is based upon "par value," as
applied to securities without par value, the average of the
aggregate consideration received or to be received by the issuer
for each class of those securities shall be used as the basis for

that classification or conputation

(L)(1) "Intangi ble property" neans patents, copyrights,
secret processes, formulas, services, good will, pronotion and
organi zati on fees and expenses, trademarks, trade brands, trade
nanes, |licenses, franchises, any other assets treated as
i ntangi bl e according to generally accepted accounting principles,
and securities, accounts receivable, or contract rights having no

readi ly determni nabl e val ue.

(2) "Tangible property" means all property other than
i ntangi bl e property and includes securities, accounts receivable,
and contract rights, when the securities, accounts receivable, or

contract rights have a readily determ nabl e val ue.

(M "Public utilities" neans those utilities defined in
sections 4905.02, 4905.03, 4907.02, and 4907.03 of the Revised
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Code; in the case of a foreign corporation, it nmeans those
utilities defined as public utilities by the laws of its domcile;
and in the case of any other foreign issuer, it neans those
utilities defined as public utilities by the laws of the situs of
its principal place of business. The term al ways incl udes

rail roads whether or not they are so defined as public utilities.

(N) "State" means any state of the United States, any
territory or possession of the United States, the District of

Col unmbi a, and any provi nce of Canada.

(O "Bank" means any bank, trust conpany, savings and | oan
associ ation, savings bank, or credit union that is incorporated or
organi zed under the laws of the United States, any state of the
United States, Canada, or any province of Canada and that is
subject to regulation or supervision by that country, state, or

provi nce.

(P) "Include,"” when used in a definition, does not exclude
ot her things or persons otherwise within the nmeaning of the term
defi ned.

(Q (1) "Registration by description" neans that the
requi rements of section 1707.08 of the Revised Code have been

conplied wth.

(2) "Registration by qualification" neans that the
requi rements of sections 1707.09 and 1707. 11 of the Revised Code

have been conplied with.

(3) "Registration by coordination" nmeans that there has been
compliance with section 1707.091 of the Revised Code. Reference in
this chapter to registration by qualification also shall be deened
to include registration by coordination unless the context

ot herwi se i ndi cat es.

(R) "Intoxicating liquor" includes all liquids and conpounds

that contain nore than three and two-tenths per cent of al cohol by
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wei ght and are fit for use for beverage purposes.

(S) "Institutional investor" neans any corporation, bank,
i nsurance conpany, pension fund or pension fund trust, enployees
profit-sharing fund or enpl oyees' profit-sharing trust, any
associ ati on engaged, as a substantial part of its business or
operations, in purchasing or holding securities, or any trust in
respect of which a bank is trustee or cotrustee. "Institutional
i nvestor" does not include any business entity fornmed for the
primary purpose of evading sections 1707.01 to 1707.45 of the
Revi sed Code.

(T) "Securities Act of 1933," 48 Stat. 74, 15 U S.C. 77a,
"Securities Exchange Act of 1934," 48 Stat. 881, 15 U S.C. 78a,
"I nternal Revenue Code of 1986," 100 Stat. 2085, 26 U S.C 1,
"l nvest nent Advi sers Act of 1940," 54 Stat. 847, 15 U.S.C. 80b,
and "I nvestnent Conpany Act of 1940," 54 Stat. 789, 15 U S.C. 80a
nmean the federal statutes of those names as anmended before or
after March 18, 1999.

(U "Securities and exchange conmi ssion" means the securities
and exchange conm ssion established by the Securities Exchange Act
of 1934.

(V) (1) "Control bid" neans the purchase of or offer to
purchase any equity security of a subject conpany froma resident

of this state if either of the follow ng applies:

(a) After the purchase of that security, the offeror would be
directly or indirectly the beneficial owner of nore than ten per
cent of any class of the issued and outstanding equity securities

of the issuer.

(b) The offeror is the subject conpany, there is a pending
control bid by a person other than the issuer, and the nunber of
the issued and outstandi ng shares of the subject conpany woul d be

reduced by nore than ten per cent.
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(2) For purposes of division (V)(1) of this section, "control

bi d" does not include any of the foll ow ng:

(a) A bid nade by a dealer for the dealer's own account in

the ordinary course of business of buying and selling securities;

(b) An offer to acquire any equity security solely in
exchange for any other security, or the acquisition of any equity
security pursuant to an offer, for the sole account of the
offeror, in good faith and not for the purpose of avoiding the
provisions of this chapter, and not involving any public offering
of the other security within the neaning of Section 4 of Title I
of the "Securities Act of 1933," 48 Stat. 77, 15 U . S.C. A 77d(2),

as anended;

(c) Any other offer to acquire any equity security, or the
acqui sition of any equity security pursuant to an offer, for the
sol e account of the offeror, fromnot nore than fifty persons, in
good faith and not for the purpose of avoiding the provisions of

this chapter.

(W "Oferor"” nmeans a person who makes, or in any way
participates or aids in making, a control bid and includes persons
acting jointly or in concert, or who intend to exercise jointly or
in concert any voting rights attached to the securities for which
the control bid is made and al so i ncludes any subj ect conpany

making a control bid for its own securities.

(X)(1) "Investnent adviser" means any person who, for
conmpensation, engages in the business of advising others, either
directly or through publications or witings, as to the val ue of
securities or as to the advisability of investing in, purchasing,
or selling securities, or who, for conpensation and as a part of
regul ar business, issues or pronul gates anal yses or reports

concerni ng securities.

(2) "lInvestnent adviser" does not nmean any of the foll ow ng:
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(a) Any attorney, accountant, engineer, or teacher, whose
performance of investnent advisory services described in division
(X)(1) of this section is solely incidental to the practice of the

attorney's, accountant's, engineer's, or teacher's profession;

(b) A publisher of any bona fide newspaper, news magazi ne, or
busi ness or financial publication of general and regul ar

circul ation;

(c) A person who acts solely as an investnment adviser

representative;

(d) A bank hol di ng conpany, as defined in the "Bank Hol di ng
Company Act of 1956," 70 Stat. 133, 12 U S.C 1841, that is not an

i nvest nent conpany;

(e) A bank, or any receiver, conservator, or other

| iquidating agent of a bank;

(f) Any licensed dealer or |icensed sal esperson whose
performance of investnent advisory services described in division
(X)(1) of this section is solely incidental to the conduct of the
deal er's or sal esperson's business as a |licensed deal er or
i censed sal esperson and who receives no special conpensation for

t he services;

(g) Any person, the advice, analyses, or reports of which do
not relate to securities other than securities that are direct
obligations of, or obligations guaranteed as to principal or
interest by, the United States, or securities issued or guaranteed
by corporations in which the United States has a direct or
indirect interest, and that have been designated by the secretary
of the treasury as exenpt securities as defined in the "Securities
Exchange Act of 1934," 48 Stat. 881, 15 U S. C. 78c;

(h) Any person that is excluded fromthe definition of

i nvest nent advi ser pursuant to section 202(a)(11)(A) to (E) of the
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"I nvest ment Advisers Act of 1940," 15 U.S.C. 80b-2(a)(11), or that
has received an order fromthe securities and exchange conm ssion
under section 202(a)(11)(F) of the "Investnent Advisers Act of
1940," 15 U.S.C. 80b-2(a)(11)(F), declaring that the person is not
within the intent of section 202(a)(11) of the Investnent Advisers
Act of 1940.

(i) Any other person that the division designates by rule, if
the division finds that the designation is necessary or
appropriate in the public interest or for the protection of
i nvestors or clients and consistent with the purposes fairly

i ntended by the policy and provisions of this chapter.

(Y)(1) "Subject company" nmeans an issuer that satisfies both

of the follow ng:

(a) Its principal place of business or its principal
executive office is located in this state, or it ownns or controls
assets located within this state that have a fair market val ue of

at least one mllion dollars.

(b) More than ten per cent of its beneficial or record equity
security holders are resident in this state, nore than ten per
cent of its equity securities are owned beneficially or of record
by residents in this state, or nore than one thousand of its
beneficial or record equity security holders are resident in this

state.

(2) The division of securities may adopt rules to establish
nore specific application of the provisions set forth in division
(Y)(1) of this section. Notw thstanding the provisions set forth
in division (Y)(1) of this section and any rul es adopted under
this division, the division, by rule or in an adjudicatory
proceedi ng, may nmake a determination that an issuer does not
constitute a "subject conpany" under division (Y)(1) of this

section if appropriate review of control bids involving the issuer
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is to be made by any regul atory authority of another jurisdiction.

(Z) "Beneficial owner" includes any person who directly or
indirectly through any contract, arrangenent, understanding, or
relationship has or shares, or otherw se has or shares, the power
to vote or direct the voting of a security or the power to dispose
of, or direct the disposition of, the security. "Beneficial
ownershi p" includes the right, exercisable within sixty days, to
acquire any security through the exercise of any option, warrant,
or right, the conversion of any convertible security, or
ot herwi se. Any security subject to any such option, warrant,
right, or conversion privilege held by any person shall be deened
to be outstanding for the purpose of conputing the percentage of
out st andi ng securities of the class owned by that person, but
shal | not be deenmed to be outstanding for the purpose of conputing
the percentage of the class owned by any other person. A person
shall be deenmed the beneficial owner of any security beneficially
owned by any relative or spouse or relative of the spouse residing
in the home of that person, any trust or estate in which that
person owns ten per cent or nore of the total beneficial interest
or serves as trustee or executor, any corporation or entity in
whi ch that person owns ten per cent or nore of the equity, and any

affiliate or associate of that person

(AA) "Oferee" nmeans the beneficial or record owner of any
security that an offeror acquires or offers to acquire in

connection with a control bid.

(BB) "Equity security" neans any share or simlar security,
or any security convertible into any such security, or carrying
any warrant or right to subscribe to or purchase any such
security, or any such warrant or right, or any other security
that, for the protection of security holders, is treated as an

equity security pursuant to rules of the division of securities.

(CO (1) "Investnent adviser representative" neans a
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rvised person of an investnent adviser, provided that the
supervi sed person has nore than five clients who are natura
persons other than excepted persons defined in division (EE) of
this section, and that nore than ten per cent of the supervised
person's clients are natural persons other than excepted persons
defined in division (EE) of this section. "Investnent adviser

representative" does not nean any of the follow ng:

(a) A supervised person that does not on a regular basis
solicit, meet with, or otherw se comuni cate with clients of the

i nvest ment advi ser;

(b) A supervised person that provides only investnent
advi sory services described in division (X)(1) of this section by
means of witten materials or oral statenents that do not purport
to neet the objectives or needs of specific individuals or

accounts;

(c) Any other person that the division designates by rule, if
the division finds that the designation is necessary or
appropriate in the public interest or for the protection of
investors or clients and is consistent with the provisions fairly

i ntended by the policy and provisions of this chapter.

(2) For the purpose of the calculation of clients in division
(CO (1) of this section, a natural person and the foll ow ng
persons are deened a single client: Any ninor child of the natura
person; any relative, spouse, or relative of the spouse of the
nat ural person who has the sane principal residence as the natura
person; all accounts of which the natural person or the persons
referred to in division (CC)(2) of this section are the only
primary beneficiaries; and all trusts of which the natural person
or persons referred to in division (CC)(2) of this section are the
only primary beneficiaries. Persons who are not residents of the
United States need not be included in the calculation of clients

under division (CC (1) of this section.
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(3) If subsequent to March 18, 1999, anendnents are enacted
or adopted defining "investnent adviser representative" for
pur poses of the Investnent Advisers Act of 1940 or additi onal
rules or regulations are promul gated by the securities and
exchange conmi ssion regarding the definition of "investnent
advi ser representative" for purposes of the |Investnent Advisers
Act of 1940, the division of securities shall, by rule, adopt the
substance of the anendnents, rules, or regulations, unless the
di vision finds that the anendnents, rules, or regulations are not
necessary for the protection of investors or in the public

i nt erest .

(DD) "Supervised person" neans a natural person who is any of

the foll ow ng:

(1) A partner, officer, or director of an investnent adviser,
or other person occupying a simlar status or performng sinilar

functions with respect to an investnent adviser;
(2) An enpl oyee of an investnent adviser;

(3) A person who provides investnment advisory services
described in division (X)(1) of this section on behalf of the
i nvest nent advi ser and is subject to the supervision and control

of the investnent adviser.

(EE) "Excepted person" neans a natural person to whom any of

the follow ng appli es:

(1) I'mediately after entering into the investnent advisory
contract with the investnent adviser, the person has at |east
seven hundred fifty thousand dollars under the managenent of the

i nvest ment advi ser.

(2) The investnent adviser reasonably believes either of the
followng at the tinme the investnent advisory contract is entered

into with the person
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(a) The person has a net worth, together with assets held
jointly with a spouse, of nore than one nillion five hundred

t housand dol | ars.

(b) The person is a qualified purchaser as defined in

di vision (FF) of this section.

(3) I'mediately prior to entering into an investnment advisory
contract with the investnent adviser, the person is either of the

fol | owi ng:

(a) An executive officer, director, trustee, general partner,
or person serving in a sinmlar capacity, of the investnent

advi ser;

(b) An enpl oyee of the investnent adviser, other than an
enpl oyee performng solely clerical, secretarial, or
adm ni strative functions or duties for the investnent adviser,
whi ch enpl oyee, in connection with the enpl oyee's regul ar
functions or duties, participates in the investnent activities of
the investnent adviser, provided that, for at |east twelve nonths,
the enpl oyee has been perform ng such nonclerical, nonsecretarial,
or nonadm ni strative functions or duties for or on behalf of the
i nvest ment advi ser or perform ng substantially simlar functions

or duties for or on behalf of another conpany.

I f subsequent to March 18, 1999, anendnents are enacted or
adopt ed defining "excepted person" for purposes of the I|nvestnent
Advi sers Act of 1940 or additional rules or regulations are
promul gated by the securities and exchange comm ssi on regarding
the definition of "excepted person” for purposes of the Investnent
Advi sers Act of 1940, the division of securities shall, by rule,
adopt the substance of the amendnments, rules, or regul ations,
unl ess the division finds that the anendnents, rules, or
regul ati ons are not necessary for the protection of investors or

in the public interest.
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(FF) (1) "Qualified purchaser" nmeans either of the foll ow ng:

(a) A natural person who owns not less than five mllion
dollars in investnments as defined by rule by the division of

securities;

(b) A natural person, acting for the person's own account or
accounts of other qualified purchasers, who in the aggregate owns
and invests on a discretionary basis, not less than twenty-five
mllion dollars in investnents as defined by rule by the division

of securities.

(2) If subsequent to March 18, 1999, anendnents are enacted
or adopted defining "qualified purchaser" for purposes of the
I nvest ment Advi sers Act of 1940 or additional rules or regul ations
are promul gated by the securities and exchange conmm ssi on
regarding the definition of "qualified purchaser” for purposes of
the I nvestnent Advisers Act of 1940, the division of securities
shall, by rule, adopt the amendnents, rules, or regul ations,
unl ess the division finds that the anmendnents, rules, or
regul ati ons are not necessary for the protection of investors or

in the public interest.

(G5 (1) "Purchase" has the full neaning of "purchase" as
applied by or accepted in courts of law or equity and incl udes
every acquisition of, or attenpt to acquire, a security or an
interest in a security. "Purchase" also includes a contract to
purchase, an exchange, an attenpt to purchase, an option to
purchase, a solicitation of a purchase, a solicitation of an offer
to sell, a subscription, or an offer to purchase, directly or
indirectly, by agent, circular, panphlet, advertisenent, or

ot her wi se.
(2) "Purchase" nmeans any act by which a purchase is made.

(3) Any security given with, or as a bonus on account of, any

purchase of securities is conclusively presuned to constitute a
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part of the subject of that purchase.

(HH) "Life settlenent interest" means the entire interest or
any fractional interest in an insurance policy or certificate of
i nsurance, or in an insurance benefit under such a policy or

certificate, that is the subject of alife settlement contract.

For purposes of this division, "life settlenment contract”
nmeans an agreenent for the purchase, sale, assignment, transfer,
devi se, or bequest of any portion of the death benefit or
ownership of any life insurance policy or contract, in return for
consi deration or any other thing of value that is |less than the
expected death benefit of the life insurance policy or contract.
"Life settlenment contract” includes a viatical settlenment contract
as defined in section 3916.01 of the Revised Code, but does not

i ncl ude any of the follow ng:

(1) Aloan by an insurer under the terns of a life insurance
policy, including, but not limted to, a | oan secured by the cash

val ue of the policy;

(2) An agreenment with a bank that takes an assignnent of a

life insurance policy as collateral for a |oan;

(3) The provision of accelerated benefits as defined in
section 3915.21 of the Revised Code;

(4) Any agreenment between an insurer and a reinsurer;

(5) An agreenent by an individual to purchase an existing
life insurance policy or contract fromthe origi nal owner of the
policy or contract, if the individual does not enter into nore

than one life settlenment contract per cal endar year

(6) The initial purchase of an insurance policy or
certificate of insurance fromits owner by a viatical settlenment
provi der, as defined in section 3916.01 of the Revised Code, that
is licensed under Chapter 3916. of the Revised Code.
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Sec. 1707.08. (A) The transactions enunerated in section
1707. 06 of the Revised Code may be consummat ed on conpliance with

this section and section 1707.11 of the Revi sed Code.

(B) A description, verified either by the oath of the persen
individual filing it or of any persen individual having know edge
of the facts, shall be filed with the division of securities by
the issuer, or by a mpgjority of the incorporators of the issuer
prior to election of officers if it is an incorporated issuer, or
by a licensed deal er, which description shall be on forns

prescribed by the division and shall set forth:
A-(1) The nane of the issuer;
Br(2) A brief description of the securities;

{S-(3) The amobunt of the securities to be offered after the
filing of the description for sale in this state and, if all the
securities are not to be offered by the person filing the
description, then the respective amounts to be offered by others,
so far as those amounts are known, and the nanes and addresses of

the other offerors;

BH-(4) A brief statenent of the facts which show that the
securities are the subject matter of a transaction enunerated in
section 1707.06 of the Revised Code;

{E-(5) The price at which the securities are to be offered

for sale.

(C) The individual who executes the application for

regi stration by description on behalf of the applicant shall state
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the individual's relationship to the applicant and certify all of

the foll ow ng:

(1) The individual has executed the application on behalf of

the applicant.

(2) The individual is fully authorized to execute and file

the application on behalf of the applicant.

(3) The individual is famliar with the applicant's

application.

(4) To the best of the individual's know edge, information,

and belief, the statenents nade in the application are true, and

the docunents subnitted with the application are true copies of

the original docunents.

(D) A registration by description is effective seven busi ness

days after the division receives the description on applicable

fornms, together with a filing fee of fifty dollars, if no

proceedi ng i s pendi ng under section 1707.13 or 1707.131 of the

Revi sed Code. However, the division nmay pernit an earlier

effective date by rule or by issuing a certificate of

acknow edgnent for the registration by description

(E) I'n order to correct errors or om ssions, a registration
by description may be anended by the person whe that originally
filed it, by the filing, in the same manner as in the case of an
original registration by description, of an anmended registration
by description or of an anendnent of the original registration by

descri ption.

(F) When transactions in any securities enunerated in section
1707. 06 of the Revised Code have been registered and the fees
prescribed by this section have been paid, the transactions may be

consumat ed so long as the registration remains in full force.

Sec. 1707.09. (A (1) Al securities, except those enunerated
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in section 1707.02 of the Revised Code and those that are the
subject matter of a transaction pernitted by section 1707. 03,
1707.04, or 1707.06 of the Revised Code, shall be qualified in the

manner provided by this section before being sold in this state.

(2) Applications for that qualification, on fornms prescribed
by the division of securities, shall be nmade in witing either by
the issuer of the securities or by any licensed dealer desiring to
sell themwithin this state and shall be signed by the applicant,
sworn to by any persen individual having know edge of the facts
stated in the application, and filed in the office of the
di vi si on.

(3) The individual who executes the application for

qualification of securities on behalf of the applicant shall state

the individual's relationship to the applicant and certify that:

the individual has executed the application on behalf of the

applicant; the individual is fully authorized to execute and file

the application on behalf of the applicant; the individual is

famliar with the applicant's application; and to the best of the

i ndi vidual's know edge, infornmation, and belief, the statenents

nade in the application are true, and the docunments submitted with

the application are true copies of the original docunents.

(B) The division shall require the applicant for

gualification of securities to submit to it the follow ng

i nf ormati on:

A-(1) The names and addresses of the directors or trustees
and of the officers of the issuer, if the issuer is a corporation
or an unincorporated association; of all the nmenbers of the
issuer, if the issuer is alimted liability conmpany in which
managenent is reserved to its nmenbers; of all the nmanagers of the
issuer, if the issuer is alimted liability conmpany in which
managenent is not reserved to its nenbers; of all partners, if the

issuer is a general or limted partnership or a partnership
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associ ation; and the nane and address of the issuer, if the issuer

is an individual

{By(2) The address of the issuer's principal place of

busi ness and principal office in this state, if any;

{S-(3) The purposes and general character of the business
actually being transacted, or to be transacted, by the issuer, and

the purpose of issuing the securities naned in the application;

B-(4) A statenent of the capitalization of the issuer; a
bal ance sheet made up as of the nbst recent practicable date,
showi ng the amount and general character of its assets and
liabilities; a description of the security for the qualification
of which application is being nmade; and copies of all circulars,
prospectuses, advertisenents, or other descriptions of the
securities, that are then prepared by or for the issuer, or by or
for the applicant if the applicant is not the issuer, or by or for

both, to be used for distribution or publication in this state;

E-(5) A statenent of the anpbunt of the issuer's incone,
expenses, and fixed charges during the last fiscal year or, if the
i ssuer has been in actual business |ess than one year, for the

time that the issuer has been in actual business;

H-(6) A statenment showing the price at which the security is

to be offered for sale;

S-(7) A statenent showi ng the considerations received or to
be received by the issuer of the securities purchased or to be
purchased fromthe issuer and an itenized statenment of al
expenses of financing to be paid fromthose considerations so as
to show the aggregate net anount actually received or to be

recei ved by the issuer;

H-(8) Al other information, including an opinion of counsel
as to the validity of the securities that are the subject matter

of the application, that the division considers necessary to
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enable it to ascertain whether the securities are entitled to

gualification

H-(9) If the issuer is a corporation, there shall be filed
with the application a certified copy of its articles of
incorporation with all amendnments to the articles, if the articles
or amendnents are not already on file in the office of the
secretary of state; if the issuer is alimted liability conpany,
there shall be filed with the application a certified copy of its
articles of organization with all anendnents to the articles, if
the articles or anendnents are not already on file in the office
of the secretary of state; if the issuer is a trust or trustee,
there shall be filed with the application a copy of al
instrunments by which the trust was created; and if the issuer is a
partnershi p or an uni ncorporated association, or any other form of
organi zation, there shall be filed with the application a copy of
its articles of partnership or association and of all other papers
pertaining to its organization, if the articles or other papers

are not already on file in the office of the secretary of state;

-(10) If the application is made with respect to securities
to be sold or distributed by or on behalf of the issuer, or by or
on behal f of an underwriter, as defined in division (N) of section
1707. 03 of the Revised Code, a statenent showi ng that the issuer
has received, or will receive at or prior to the delivery of those
securities, not less than eighty-five per cent of the aggregate
price at which all those securities are sold by or on behalf of
the issuer, w thout deduction for any additional conm ssion,
directly or indirectly, and without liability to pay any

addi ti onal sum as comm SSi on

H(11) If the division so permts with respect to a
security, an applicant may file with the division, in lieu of the
di vision's prescribed forns, a copy of the registration statenent

relating to the security, with all anmendnents to that statenent

Page 26

752
753

754
755
756
757
758
759
760
761
762
763
764
765
766
767
768
769

770
771
772
773
774
775
776
777
778
779

780
781
782
783



H.B. No. 7

As Introduced

previously filed with the securities and exchange comi ssi on of
the United States under the "Securities Act of 1933," as anended,
together with all additional data, information, and docunents that

the division requires.

(G If the division finds that it is not necessary in the
public interest and for the protection of investors to require al
the information specified in divisions (A ~—te—{(3H(B)(1) to (10) of

this section, it may pernit the filing of applications for

qualification that contain the information that it considers
necessary and appropriate in the public interest and for the
protection of investors;y_ but this provision applies only in the
case of applications for qualification of securities previously

i ssued and outstanding that may not be made the subject matter of
transactions exenpt under division (M of section 1707.03 of the
Revi sed Code by reason of the fact that those securities within
one year were purchased outside this state or within one year were

transported into this state.

(D) Al the statements, exhibits, and docunents required by
the division under this section, except properly certified public
docunents, shall be verified by the oath of the applicant for

gualification, of the issuer, or of any persen individual having

know edge of the facts, and in the manner and formthat may be
required by the division. Failure or refusal to conply with the
requests of the division shall be sufficient reason for a refusal

by the division to register securities.

(E) If it appears to the division that substantially the only
consi deration to be paid for any of the securities to be qualified
is to be intangible property of doubtful value, the division my
require that the securities be delivered in escrowto a bank in
this state under the terns that the division nay reasonably
prescribe or require to prevent a deceitful m srepresentation or

sale of the securities—_ that the securities be subordinated in
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favor of those sold for sound value until they have a val ue
bearing a reasonable relation to the value of those sold for sound
val ues-_ or that a | egend of warning specifying the considerations
paid or to be paid for the securities be stanped or printed on al
advertisenents, circulars, panphlets, or subscription blanks used
in connection with the sale of any securities of the sane issuer+_
or it may inpose a conbination of any two or nore of these

requi renments

(F) At the time of filing the information prescribed in this
section, the applicant shall pay to the division a filing fee of

one hundred doll ars.

(G (1) The division, at any time, as a prerequisite to
qualification, may make an examination of the issuer of securities
sought to be qualified. The applicant for qualification of any
securities may be required by the division to advance sufficient
funds to pay all or any part of the actual expenses of that
exam nation, an item zed statenment of which shall be furnished the

applicant. H

(2) If the division finds that the business of the issuer is
not fraudul ently conducted, that the proposed offer or disposal of
securities is not on grossly unfair terns, that the plan of
i ssuance and sale of the securities referred to in the proposed
of fer or disposal would not defraud or deceive, or tend to defraud
or deceive, purchasers, and that division -(B)(10) of this
section applies and has been conplied with, the division shal
notify the applicant of its findings:+_ and, upon paynent of a
registration fee of one-tenth of one per cent of the aggregate
price at which the securities are to be sold to the public in this
state, which fee, however, shall in no case be | ess than one
hundred or npre than one thousand doll ars, the division shal

regi ster the qualification of the securities.

(H An application for qualification of securities may be
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anended by the person filing it at any tinme prior to the
division's action on it either in registering the securities for
qualification or in refusing to do so. Subsequent to any such
action by the division, the person who filed the application my
file wth the consent of the division one or nore amendnents to it
that shall becone effective upon the making by the division of the

findi ngs enunerated in thehnext—preceding—paragraph division (G

of this section~_ the giving of notice of those findings to the

appl i cant by the division-_ and the paynent by the applicant of
the additional fee that woul d have been payabl e had the
application_ as it previously becane effective, contained the

amendnent .

(1) Wien any securities have been qualified and the fees for
the qualification have been paid as provided in this section, any
i censed deal er subsequently may sell the securities under the
qualification, so long as the qualification remains in full force,
and any deal er of that nature whe that desires may file with the
division a witten notice of intention to sell the securities or
any designated portion of them For that filing, no fee need be

pai d.

Sec. 1707.11. (A) Each person that is not organi zed under the
|aws of this state, that is not |licensed under section 1703. 03 of
the Revised Code, or that does not have its principal place of
business in this state, shall submt to the division of securities
an irrevocabl e consent to service of process, as described in
division (B) of this section, in connection with any of the

fol | ow ng:

(1) Filings to claimany of the exenptions enunerated in
division (Q, (W, (X), or (Y) of section 1707.03 of the Revised
Code;

(2) Applications for registration by description,
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i on, or coordination;

(3) Notice filings pursuant to section 1707.092 of the
Revi sed Code.

(B) The irrevocable witten consent shall be executed and
acknow edged by an individual duly authorized to give the consent

and shall do all of the follow ng:

(1) Designate the secretary of state as agent for service of

process or pleadi ngs;

(2) State that actions growi ng out of the sale of such
securities, the giving of investnent advice, or fraud conmitted by
a person on whose behal f the consent is submitted nay be conmenced
agai nst the person, in the proper court of any county in this
state in which a cause of action may arise or in which the
plaintiff in the action may reside, by serving on the secretary of
state any proper process or pleading authorized by the | aws of

this state;

(3) Stipulate that service of process or pleading on the
secretary of state shall be taken in all courts to be as valid and
bi nding as if service had been made upon the person on whose

behal f the consent is submtted.

(C) Notwi thstanding any application, form or other material

filed with or submitted to the division that purports to appoint

as agent for service of process a person other than the secretary

of state, the application, form or other material shall be

consi dered to appoint the secretary of state as agent for service

of process.

(D) Service of any process or pleadings may be nade on the
secretary of state by duplicate copies, of which one shall be
filed in the office of the secretary of state, and the other
i medi ately forwarded by the secretary of state by certified mai

to the principal place of business of the person on whose behal f
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the consent is submtted or to the | ast known address as shown on
the filing nade with the division. However, failure to mail such

copy does not invalidate the service.

BH(E) Notw t hstandi ng any provision of this chapter, or of
any rul e adopted by the division of securities under this chapter,
that requires the subm ssion of a consent to service of process,
the division may provide by rule for the electronic filing or

subni ssion of a consent to service of process.

Sec. 1707.131. (A) For purposes of this section, "five per

cent sharehol der" neans a beneficial owner of five per cent or

nore of the issuer's outstanding securities.

(B) The division of securities shall refuse any regqgistration

by description, by qualification, or by coordination if the issuer

is in the devel opnent stage and either has no specific business

pl an or purpose or has indicated that its business is to engage in

a nerger or acquisition with an unidentified conpany or conpani es,

or other entities or persons.

(C) The division may refuse any registration by description,

by qualification, or by coordination if either of the follow ng

appli es:

(1) The issuer does not disclose in the final offering

circular, prospectus, or formU7 of the North American securities

admi ni strators association that any future transaction with an

officer, director, five per cent sharehol der, manager, trustee, or

general partner will be on terns no | ess favorable to the issuer

than could be obtained froman i ndependent third party.

(2) The issuer does not disclose both of the following in the

final offering circular, prospectus, or formU 7 of the North

Anerican securities adm nistrators associ ation

(a) Any outstanding loan fromthe issuer to an officer,
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director, five per cent sharehol der, nmnager., trustee, or genera

partner is required to be repaid within six nonths of the

offering, except for a loan or extension of credit nade by a bank

(b) Any future loan fromthe issuer to an officer, director,

five per cent shareholder. manager. trustee, or general partner

will be for a bona fide business purpose and approved by a

majority of the disinterested directors, nmanagers, trustees, or

general partners, or will be a type of transaction involving a

director or executive officer of the issuer that is permtted by
section 13(k) of the "Securities Exchange Act of 1934," 116 Stat.
787, 15 U.S.C.A. 78m as anended.

Sec. 1707.23. \Wenever it appears to the division of
securities, fromits files, upon conplaint, or otherw se, that any
person has engaged in, is engaged in, or is about to engage in any
practice declared to be illegal or prohibited by this chapter or
rul es adopted under this chapter by the division, or defined as
fraudulent in this chapter or rules adopted under this chapter by
the division, or any other deceptive schene or practice in
connection with the sale of securities, or acting as an investnent
advi ser or investnent adviser representative, or when the division
believes it to be in the best interests of the public and
necessary for the protection of investors, the division may do any

of the foll ow ng:

(A) Require any person to file with it, on such forns as it
prescribes, an original or additional statement or report in
witing, under oath or otherw se, as to any facts or circunstances
concerning the issuance, sale, or offer for sale of securities
wWithin this state by the person, as to the person's acts or
practices as an investnent adviser or investnent adviser
representative within this state, and as to other infornation as

it deenms material or rel evant thereto;
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(B) Examine any investnent adviser, investnent adviser
representative, or any seller, dealer, sal esperson, or issuer of
any securities, and any of their agents, enployees, partners,
of ficers, directors, nenbers, or sharehol ders, wherever |ocated,
under oath; and exani ne records, books, docunents, accounts, and

papers as the division deens material or relevant to the inquiry;

(C©O Require the attendance of w tnesses, and the production
of books, records, and papers, as are required either by the
di vision or by any party to a hearing before the division, and for
that purpose issue a subpoena for any wi tness, or a subpoena duces
tecumto conpel the production of any books, records, or papers.
The subpoena shall be served by personal service or by certified
mail, return receipt requested. If the subpoena is returned
because of inability to deliver, or if no return is received
within thirty days of the date of mailing, the subpoena nay be
served by ordinary mail. If no return of ordinary mail is received
within thirty days after the date of nmmiling, service shall be
deened to have been made. |f the subpoena is returned because of
inability to deliver, the division may designhate a person or
persons to effect either personal or residence service upon the
W t ness. The person designated to effect personal or residence
service under this division may be the sheriff of the county in
which the witness resides or may be found or any other duly
desi gnated person. The fees and nil eage of the person serving the
subpoena shall be the sane as those allowed by the courts of
conmmon pleas in crimnal cases, and shall be paid fromthe funds
of the division. Fees and mileage for the witness shall be the
sane as those allowed for witnesses by the courts of comon pl eas
in crimnal cases, and shall be paid fromthe funds of the

di vi si on upon request of the witness foll owi ng the hearing.

(D) Proceed under section 1707.19 of the Revised Code to

refuse a license applied for by a deal er, sal esperson, investnent
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advi ser, or investnent adviser representative or to suspend the
license of any licensed dealer, |icensed sal esperson, |icensed

i nvestnent adviser, or |icensed investnent adviser representative
and ultimately, if the division determ nes, revoke such |icense

under that section

(E) Initiate crimnal proceedings under section 1707.042 or
1707. 44 of the Revised Code or rul es adopted under those sections
by the division by laying before the prosecuting attorney of the
proper county any evidence of crimnality which comes to its
know edge; and in the event of the neglect or refusal of the
prosecuting attorney to prosecute such violations, or at the
request of the prosecuting attorney, the division shall subnit the
evidence to the attorney general, who nmay proceed in the
prosecution with all the rights, privileges, and powers conferred
by law on prosecuting attorneys, including the power to appear
before grand juries and to interrogate w tnesses before such grand

juries.

(F) Require any dealers immediately to furnish to the
di vi si on copies of prospectuses, circulars, or advertisenents
respecting securities that they publish or generally distribute,
or require any investnent advisers imediately to furnish to the
di vi sion copies of brochures, advertisenents, publications,
anal yses, reports, or other witings that they publish or

di stri bute;

(G Require any dealers to nail to the division, prior to
sale, notices of intention to sell, in respect to all securities
whi ch are not exenpt under section 1707.02 of the Revised Code, or
which are sold in transactions not exenpt under section 1707.03 or
1707. 04 of the Revised Code;

(H) Issue and cause to be served by certified mail upon al
persons affected an order requiring the person or persons to cease

and desist fromthe acts or practices appearing to the division to
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constitute violations of this chapter or rules adopted under this
chapter by the division. The order shall state specifically the
section or sections of this chapter or the rule or rules adopted
under this chapter by the division that appear to the division to
have been violated and the facts constituting the violation. If
after the issuance of the order it appears to the division that
any person or persons affected by the order have engaged in any
act or practice fromwhich the person or persons shall have been
required, by the order, to cease and desist, the director of
commerce may apply to the court of comon pleas of any county for
and upon proof of the validity of the order of the division, the
delivery of the order to the person or persons affected, and of
the illegality and the continuation of the acts or practices that
are the subject of the order, the court may grant an injunction

i mpl enenting the order of the division.

(1) Issue and initiate contenpt proceedings in this state
regar di ng subpoenas and subpoenas duces tecum at the request of
the securities adm nistrator of another state, if it appears to
the division that the activities for which the information is
sought would violate this chapter if the activities had occurred

in this state.

(J) The renedies provided by this section are cunul ati ve and

concurrent with any other renedy provided in this chapter. and the

exerci se of one renedy does not preclude or require the exercise

of any other renedy.
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Sec. 1707.231. (A) |f the attorney dgeneral, by referral from

the division of securities, or as a result of conplaints or

ot herwi se, has reasonabl e cause to believe that a person has
viol ated sections 1707.01 to 1707.45 of the Revised Code, the

attorney general may bring a class action under Civil Rule 23, as

anended, seeking an order granting restitution to persons dannged
by a violation of sections 1707.01 to 1707.45 of the Revi sed Code.

(B) The attorney general's exercise of authority pursuant to

this section does not require or preclude the exercise of any

other authority or renedy in accordance with this chapter

Sec. 1707.40. Seections Except as provided in section 1707.231
of the Revised Code, sections 1707.01 to 1707.45 of the Revised

Code create no new civil liabilities, and do not limt or restrict
common law liabilities for deception or fraud other than as
specified in sections 1707.042, 1707.043, 1707.41, 1707.42, and
1707. 43 of the Revised Code, and there is no civil liability for
nonconpl i ance with orders, requirenents, rules, or regulations
made by the division of securities under sections 1707. 19,

1707. 20, 1707.201, and 1707.23 of the Revised Code.

Sec. 1707.41. (A) In addition to the other liabilities
i nposed by | aw_ any person whe that, by a witten or printed
circular, prospectus, or advertisenent, offers any security for
sale, or receives the profits accruing fromsuch sale, is |iable,
to any person whe that purchased sueh the security relying on sueh
the circul ar, prospectus, or advertisenent, for the | oss or damage
sust ai ned by sueh the relying person by reason of the falsity of
any material statenment contained therein or for the om ssion
therefrom of material facts, unless such the offeror or person whe

that receives the profits establishes that he the offeror or

person had no know edge of the publication thereef prior to the
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transaction conpl ai ned of, or had just and reasonable grounds to
bel i eve suech the statenent to be true or the omtted facts to be
not material. \Whepever

(B) (1) Whenever a corporation is se liable as described in

division (A) of this section, each director of the corporation is

i kewi se liable unless he the director shows that he the director

had no know edge of the publication conplained of, or had just and
reasonabl e grounds to believe the statenent therein to be true or
the omi ssion of facts to be not material. Any—such

(2) Any director, upon the paynment by himthe director of a

j udgnent so obtained agai nst himthe director, shall be

subrograted to the rights of the plaintiff agai nst sueh the
corporation, and shall have the right of contribution for the
paynent of sueh the judgnment agai nst suech—of—his the director's
fellow directors as would be individually liable under this
section. kaek

(C For purposes of this section, |ack of reasonabl e

diligence in ascertaining the fact of sueh a publication or the
falsity of any statenment contained in it or of the om ssion of
suech a material fact shall be deenmed know edge of sueh the
publication and of the falsity of any untrue statenment in it or of

the om ssion of material facts.

(D) No action brought against any director, based upon the
liability inmposed by this section, shall be brought unless it is
brought within two years after the plaintiff knew, or had reason
to know, of the facts by reason of which the actions of the person
or the director were unlawful, or within few+ five years after the
purchase of the securities, whichever is the shorter period, or,
in the case of an action to enforce a right of contribution under
this section, + the action is brought within two years after the

paynment of the judgnent for which contribution is sought.
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Sec. 1707.42. (A) \Woever, with intent to secure financial
gain to self, advises and procures any person to purchase any
security, and receives any conm ssion or reward for the advice or
services without disclosing to the purchaser the fact of the
person's agency or interest in such sales, shall be liable to the
purchaser for the anpbunt of the purchaser's damage thereby, upon
tender of the security to, and suit brought against, the adviser,
by the purchaser. No suit shall be brought nore than one year

subsequent to the purchase.

(B) Whoever acts as an investnent adviser or investnent
advi ser representative in violation of Chapter 1707. of the
Revi sed Code shall be liable for damages resulting fromthe
violation in an action at law in a court of conpetent
jurisdiction. Damages may include consideration paid for the
advice, any loss due to the advice, and all court costs, less the
anount of any incone received fromthe advice. No person may bring
an action under this division nore than feur five years after the
rendering of investnent advice or two years after discovery of

facts constituting the violation, whichever is the shorter period.

Sec. 1707.43. EBvery (A) Subject to divisions (B) and (C) of
this section, every sale or contract for sale made in violation of

Chapter 1707. of the Revised Code, is voidable at the el ection of

the purchaser. The person naki ng such sale or contract for sale,
and every person whe that has participated in or aided the seller
in any way in nmaking such sale or contract for sale, are jointly
and severally liable to sueh the purchaser, in an action at lawin
any court of conpetent jurisdiction, upon tender to the seller in
person or in open court of the securities sold or of the contract
made, for the full anmount paid by sueh the purchaser and for al
taxabl e court costs, unless the court determ nes that the

violation did not materially affect the protection contenpl ated by
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the viol ated provision.

(B) No action for the recovery of the purchase price as
provided for in this section, and no other action for any recovery
based upon or arising out of a sale or contract for sale nade in
viol ation of Chapter 1707. of the Revised Code, shall be brought
nore than two years after the plaintiff knew, or had reason to
know, of the facts by reason of which the actions of the person or
director were unlawful, or nore than feur five years fromthe date
of such sale or contract for sale, whichever is the shorter

peri od.

(€ No purchaser is entitled to the benefit of this section
who has failed to accept, within thirty days fromthe date of such
offer, an offer in witing nmade after two weeks fromthe date of
suech the sale or contract of sale, by the seller or by any person
whe that has participated in or aided the seller in any way in
maki ng sueh the sale or contract of sale, to take back the
security in question and to refund the full anmount paid by sueh

the purchaser.

Sec. 1707.44. (A) (1) No person shall engage in any act or
practice that violates division (A), (B), or (C of section
1707. 14 of the Revised Code, and no sal esperson shall sel
securities in this state without being |icensed pursuant to
section 1707.16 of the Revised Code.

(2) No person shall engage in any act or practice that
viol ates division (A) of section 1707.141 or section 1707.161 of
t he Revi sed Code.

(B) No person shall know ngly nmake or cause to be made any
fal se representation concerning a material and relevant fact, in
any oral statenent or in any prospectus, circular, description,
application, or witten statenent, for any of the foll ow ng

pur poses:
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(1) Registering securities or transactions, or exenpting

securities or transactions fromregistration, under this chapter;

(2) Securing the qualification of any securities under this

chapt er;

(3) Procuring the licensing of any deal er, sal esperson,
i nvest nent advi ser, or investnent adviser representative under

this chapter;
(4) Selling any securities in this state;

(5) Advising for conpensation, as to the value of securities
or as to the advisability of investing in, purchasing, or selling

securities;

(6) Submitting a notice filing to the division under division

(X) of section 1707.03 or section 1707.092 or 1707.141 of the
Revi sed Code.

(O No person shall knowi ngly sell, cause to be sold, offer
for sale, or cause to be offered for sale, any security which

comes under any of the follow ng descriptions:

(1) I's not exenpt under section 1707.02 of the Revised Code,
nor the subject matter of one of the transactions exenpted in
section 1707.03, 1707.04, or 1707.34 of the Revised Code, has not
been regi stered by coordination or qualification, and is not the
subject matter of a transaction that has been regi stered by

descri pti on;

(2) The prescribed fees for registering by description, by
coordi nation, or by qualification have not been paid in respect to

such security;

(3) Sueh The person has been notified by the division, or has
know edge of the notice, that the right to buy, sell, or deal in
such security has been suspended or revoked, or that the

regi stration by description, by coordination, or by qualification
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under which it may be sold has been suspended or revoked;

(4) The offer or sale is acconpanied by a statenent that the
security offered or sold has been or is to be in any manner

i ndorsed by the division.

(D) No person who is an officer, director, or trustee of, or
a dealer for, any issuer, and who knows such issuer to be
insolvent in that the liabilities of the i ssuer exceed its assets,
shall sell any securities of or for any such issuer, wthout

di scl osing the fact of the insolvency to the purchaser.

(E) No person with intent to aid in the sale of any
securities on behalf of the issuer, shall know ngly nmake any
representati on not authorized by such issuer or at materia
variance with statements and docunents filed with the division by

such i ssuer.

(F) No person, with intent to deceive, shall sell, cause to
be sold, offer for sale, or cause to be offered for sale, any
securities of an insolvent issuer, with know edge that such issuer
is insolvent in that the liabilities of the issuer exceed its

assets, taken at their fair market val ue.

(G No person in purchasing or selling securities shal
knowi ngly engage in any act or practice that is, in this chapter,

declared illegal, defined as fraudul ent, or prohibited.

(H No licensed dealer shall refuse to buy from sell to, or
trade with any person because the person appears on a bl ackli st
i ssued by, or is being boycotted by, any foreign corporate or
governmental entity, nor sell any securities of or for any issuer
who is known in relation to the issuance or sale of sueh the

securities to have engaged in such practices.

() No dealer in securities, know ng that the dealer's
liabilities exceed the reasonabl e value of the dealer's assets,

shal | accept noney or securities, except in paynment of or as
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security for an existing debt, froma custoner who is ignorant of
the deal er's insolvency, and thereby cause the custoner to |ose
any part of the custonmer's securities or the value of those
securities, by doing either of the follow ng wthout the

custonmer's consent:

(1) Pledging, selling, or otherw se disposing of such

securities, when the dealer has no lien on or any special property

in such securities;

(2) Pl edging such securities for nore than the anount due, or

ot herwi se di sposing of such securities for the dealer's own
benefit, when the dealer has a lien or indebtedness on such

securities.

It is an affirmati ve defense to a charge under this division
that, at the tine the securities involved were pl edged, sold, or
di sposed of, the dealer had in the deal er's possession or control
and available for delivery, securities of the sanme kinds and in
amounts sufficient to satisfy all customers entitled to the
securities, upon demand and tender of any anobunt due on the

securities.

(J) No person, with purpose to deceive, shall nake, issue,
publ i sh, or cause to be made, issued, or published any statenent
or advertisenent as to the value of securities, or as to alleged
facts affecting the value of securities, or as to the financial
condi tion of any issuer of securities, when the person knows that

such statenent or advertisenent is false in any material respect.

(K) No person, with purpose to deceive, shall nake, record,
or publish or cause to be nmade, recorded, or published, a report
of any transaction in securities which is false in any materi al

respect.

(L) No deal er shall engage in any act that violates the

provi sions of section 15(c) or 15(g) of the "Securities Exchange
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Act of 1934," 48 Stat. 881, 15 U.S.C. A 78o(c) or (g), or any rule
or regulation promul gated by the securities and exchange

comm ssion thereunder. If, subsequent to Cctober 11, 1994,
addi ti onal anendnents to section 15(c) or 15(g) are adopted, or
additional rules or regulations are promul gated pursuant to such
sections, the division of securities shall, by rule, adopt the
anendrents, rules, or regulations, unless the division finds that
the anmendnents, rules, or regulations are not necessary for the

protection of investors or in the public interest.

(M (1) No investnent adviser or investnent adviser

representative shall do any of the foll ow ng:

(a) Enpl oy any device, schene, or artifice to defraud any

person;

(b) Engage in any act, practice, or course of business that

operates or would operate as a fraud or deceit upon any person;

(c) In acting as principal for the investnent adviser's or
i nvest nent advi ser representative's own account, know ngly sel
any security to or purchase any security froma client, or in
acting as sal esperson for a person other than such client,
knowi ngly effect any sale or purchase of any security for the
account of such client, without disclosing to the client in
witing before the conpletion of the transaction the capacity in
whi ch the investnment adviser or investnment adviser representative
is acting and obtaining the consent of the client to the
transaction. Division (M(1)(c) of this section does not apply to
any investnent adviser registered with the securities and exchange
conm ssi on under section 203 of the "lInvestnment Advisers Act of
1940," 15 U.S.C. 80b-3, or to any transaction with a custoner of a
Iicensed deal er or salesperson if the |icensed deal er or
sal esperson is not acting as an investnent adviser or investnent

advi ser representative in relation to the transaction
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(d) Engage in any act, practice, or course of business that
is fraudul ent, deceptive, or manipul ative. The division of
securities may adopt rul es reasonably designhed to prevent such
acts, practices, or courses of business as that are fraudul ent,

deceptive, or manipul ative.

(2) No investnent adviser or investnment adviser
representative licensed or required to be licensed under this
chapter shall take or have custody of any securities or funds of

any person, except as provided in rul es adopted by the division.

(3) Inthe solicitation of clients or prospective clients, no
person shall make any untrue statenment of a material fact or omt
to state a material fact necessary in order to nake the statenents
made not misleading in light of the circunstances under which the

statenents were nmde.

(N) No person knowi ngly shall influence, coerce, manipul ate,

or m slead any person engaged in the preparation, conpilation

review, or audit of financial statenents to be used in the

pur chase or sale of securities for the purpose of rendering the

financial statenents materially ni sl eading.

Sec. 2913.02. (A) No person, with purpose to deprive the
owner of property or services, shall know ngly obtain or exert
control over either the property or services in any of the

fol |l owi ng ways:

(1) Wthout the consent of the owner or person authorized to

gi ve consent;

(2) Beyond the scope of the express or inplied consent of the

owner or person authorized to give consent;
(3) By deception

(4) By threat;
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(5) By intimdation
(B) (1) Whoever violates this section is guilty of theft.

(2) Except as otherwi se provided in this division or division
(B)(3), (4), (5), or (6) of this section, a violation of this
section is petty theft, a m sdenmeanor of the first degree. If the
val ue of the property or services stolen is five hundred dollars
or nmore and is less than five thousand dollars or if the property
stolen is any of the property listed in section 2913.71 of the
Revi sed Code, a violation of this section is theft, a felony of
the fifth degree. If the value of the property or services stolen
is five thousand dollars or nore and is | ess than one hundred
thousand dollars, a violation of this section is grand theft, a
felony of the fourth degree. If the value of the property or
services stolen is one hundred thousand dollars or nore, a
violation of this section is aggravated theft, a felony of the

thi+rd second degree. |f the value of the property or services

stolen is one mllion dollars or nore, a violation of this section

is aggravated theft of one mllion dollars or nore, a felony of

the first degree.

(3) Except as otherw se provided in division (B)(4), (5), or
(6) of this section, if the victimof the offense is an elderly
person or disabled adult, a violation of this section is theft
froman elderly person or disabled adult, and division (B)(3) of
this section applies. Except as otherwi se provided in this
division, theft froman elderly person or disabled adult is a
felony of the fifth degree. If the value of the property or
services stolen is five hundred dollars or nore and is | ess than
five thousand dollars, theft froman elderly person or disabled
adult is a felony of the fourth degree. If the value of the
property or services stolen is five thousand dollars or nore and
is less than twenty-five thousand dollars, theft froman elderly

person or disabled adult is a felony of the third degree. If the
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val ue of the property or services stolen is twenty-five thousand
dollars or nore, theft froman elderly person or disabled adult is
a felony of the second first degree.

(4) If the property stolen is a firearm or dangerous
ordnance, a violation of this section is grand theft, a felony of

the fourth degree.

(5 If the property stolen is a notor vehicle, a violation of
this section is grand theft of a notor vehicle, a felony of the

fourth degree.

(6) If the property stolen is any dangerous drug, a violation
of this section is theft of drugs, a felony of the fourth degree,
or, if the offender previously has been convicted of a felony drug

abuse offense, a felony of the third degree.

Section 2. That existing sections 1701.831, 1707.01, 1707.08,
1707. 09, 1707.11, 1707.23, 1707.40, 1707.41, 1707.42, 1707.43,
1707. 44, and 2913.02 of the Revised Code are hereby repeal ed.

Section 3. Section 1707.01 of the Revised Code is presented
in this act as a conposite of the section as anended by both S. B.
32 and Sub. S.B. 108 of the 124th General Assenbly. The Cenera
Assenbly, applying the principle stated in division (B) of section
1.52 of the Revised Code that anmendnents are to be harnonized if
reasonabl y capabl e of sinultaneous operation, finds that the
conposite is the resulting version of the section in effect prior

to the effective date of the section as presented in this act.
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