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One or More Form

5 /ED\ 5
2(B)’s
by Carol L. Barnum

Exemptions from registration requirements for certain gov-
ernment securities offerings are available at the federal and
state levels of securities administration. The Securities Act of

19331, as amended (**1933 Act’”), at section 3(a)(2) exempts -

securities that are ‘“‘issued or guaranteed’” by ‘‘political subdi-
visions’” or ‘‘public instrumentalit(ies).”’ These securities may
be described here broadly as United States or state government
securities, bank securities and industrial development bond?
securities, among others. Parallel exemptions for such securi-
ties are found in the Securities and Exchange Act of 1934
(**1934 Act’’) at section 3(a)(12)(A). See the 3(a)(42) defini-
tion of *‘government securities’’ in the 1934 Act3 A federal
exemption is not necessarily available for certain industrial and
commercial facilities which are financed by government secur-
ities. See Code of Federal Regulations sections 230.131 and
240.3b-5.%

In Ohio, similar exemptions are found in Ohio Revised
Code Sections: 1707.02(B)(1) for U.S. government securities;
(see (B)(2) for foreign government securities); 1707.02(C) for
certain U.S. or state bank securities; and 1707.02(K) for cer-
tain Ohio related industrial development® and other bonds.

O.R.C. 1707.02(B)(3) can and has presented some factual
complications. Professor Friedman in 7.01 and 7.02 of the text
of his Ohio Securities Law® provides a readily available expla-
nation of this code section. Professor Long in Blue Sky Law,
Volume 12, Securities Law’ at 4.04 looks at Ohio and other
states.

Two categories of securities may be isolated in
1707.02(B)(3). If a security (1) is “‘issued or guaranteed by’
certain ‘‘public bod(ies)’’ (at the state or local level, inside or
outside Ohio) and (2) that ‘‘public body’’ recognizes that
security as ‘‘its valid obligation,” then the security is within
the parameters of 1707.02(B)(3). A first category
1707.02(B)(3) security is exempt from registration and no
form claiming that exemption need be filed, so long as the
““machinery’’ is in place to pay any security payment shortfall
from *‘the proceeds of a general tax.”” See Ohio Administra-
tive Rule 1301:6-3-02. In contrast a second category of
1707.02(B)(3) securities are securities which are *‘. . . not pay-
able out of the proceeds of a general tax.”” For these second

category securities the exemption from registering these secur-
ities in Ohio may be claimed only by the timely filing with the
Division of a Form 2(B). For time requirements, again see
0.A.C. 1301:6-3-02.

The Ohio Form 2(B) focuses upon: (1) Who is the issuer or
guarantor? (2) What section of the applicable state’s law justi-
fies the security’s existence? (3) How is payment of the secur-
ity secured? This second category of section 1707.02(B)(3)
securities will not be looking to a general tax for payment. (4)
Is the security valid? (5) Are principal and interest payments in
default? They should not be in default. )

When a Form 2(B) is used, what guides are available as to
who files it and how many Form 2(B)’s are needed? The
Division’s practice has been to require a single Form 2(B) for
each single issuer.

Brief “‘issuer’’ definitions are found at O.R.C. 1707.01(G)
in Ohio; section 2(4) and section 11 of the 1933 Act; and
section 3(a)(8) of the 1934 Act. In the analysis of ‘‘issuer,”
the definition of ‘‘person’” may also be useful: O.R.C.
1707.01(D); section 2(2) of the 1933 Act; and section 3(a)(9)
of the 1934 Act. In the area of public bodies issuing bonds,
some more specific idea of who is an “issuer” may be found in
the O.R.C. chapter titled “Uniform Public Securities Law,”
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2(B) requires identification of the source of authority for a
state or local government creating a bond issuing authority.
O.R.C. 1707.02(B)(3)’s ‘‘issue,” but not ‘‘guarantee’’ lan-

guage would then - appear to apply.

1. State Authority ‘‘A’’ issues highway bonds. Assume no
trust indenture, or one trust indenture is used. One Form
2(B) needs to be filed.

2. State Authority *‘B’’ issues highway bonds in March, 1990
and a second series in June, 1990. One Form 2(B) needs to
be filed.

3. County Authority “*C’’ issues bonds for an office building
and for a jail; two projects, not just one. One Form 2(B)
needs to be filed. The Division notes it is unlikely that the
Division would prefer one rather than two Form 2(B)’s if
the two projects were in two differing states.

4. 9School District *‘D,” instead of alone coming to the bond
market, joins its bond needs to School Districts “E”
through *‘R.”” A county wide “‘Greater School Fund ‘S’
Company’” is statutorily created and with one trust inden-
ture bonds with one offering document for “‘E"’-“‘R"* are
issued. Assume a separate trustee and Greater School Fund
**S” Company have no liability on the bonds. The 15
*“D’"—*‘R’’ school districts retain their proportionate lia-
bility for the proportionate level of borrowing of each. The
Division will look for one Form 2(B) if a partial interest in
all 15 districts at once is to be purchased by the investor.
Fifteen Form 2(B)’s are required if 15 trust indentures
enable an investor to buy the project trust interest of any
one of the 15 districts without having to buy all 15. In this
single offering document the Division would be expecting
from 1 to 15 and possibly a 16th bond counsel’s opinion.
The Division notes the use of a legally created *‘joint
authority’’ in a state will be considered by the Division to
be much like Greater School Fund “‘S™* Company in this
example.

5. Assume a hypothetical where O.R.C. 1707.02(K) does not
apply and where, not public entities, but ten private corpo-
rations go through a single State Authority ““T"’ to issue
bonds in one offering document. Assume one trust inden-
ture. Assume liability for payment of the bonds rests pro-
portionately with the respective private corporations. One
Form 2(B) needs to be filed. If two trust indentures are in
the funding mechanism, as for example if two bond issuing
time periods are being used, two Form 2(B)’s need to be
filed. If ten indentures are used and investors may sepa-
rately purchase each company’s project bond, ten Form
2(B)’s need to be filed.

6. Assume one private corporation ‘‘U’’ funds and constructs
one project through issuance in one offering document by
State Authority “*V’" and State Authority ““W.”" The Divi-
sion would require one Form 2(B) if one trust indenture is
used and two Form 2(B)’s if two trust indentures are used,
or if interests in the partial projects may be purchased
separately.

The Division is open to any comment on these or related
2(B) situations. However the Division cannot offer opinions or
‘‘no action’’ letters in such matters and the burden of estab-
lishing an exemption claim remains upon the claimer.!?

The author is an Antorney Examiner with the Division.

!Commerce Clearing House, ‘Federal Securities Law Reports, par-
agraph 533 et seq.

2Section 103 of the Internal Revenue Code of 1954, as amended.
3See 1 above, paragraphs 21,191 and 21,248F.
4See 1 above, paragraphs 1012 and 21,181,

50hio Securities Bulletin (3/1980). Also Friedman (in 6 below) at
OSB 15.05.

SOhio Securities Law & Practice, Howard M. Friedman, 1987 and
updated, Banks-Baldwin Law Publishing Company.

71985, and updated, Clark Boardman Company, Lid., Joseph C.
Long.

80hio Securities Bulletin 86:3 October, 1986 pages 14-17, Inter-
pretations 86:3/1 and 86:3/1.1. Also Friedman (in 6 above) at OSB
11.17 and 11.18.

9A Securities and Exchange Commission no action letter illustrat-
ing one funding variation is found at the 1980 reports (see 1 above),
aragraph 76,456,

hanhe’=ahe o

100.A.C. 1301:6-3-01; O.R.C. 1707.45.
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Outstanding
Employee Award

The Division’s Outstanding Employee Award for the quar-
ter ending September 30, 1989 was presented to Clyde C.
Kahrl, Counsel to the Commissioner. Clyde was instrumental
in planning and arranging for the installation of computers in
the Division. The award recognizes his insight, initiative and
perseverance in that effort.

Interesting Reading

See the opinion of State v. Warner v. Schiebel, No.
C-870222, Court of Appeals of Ohio, Hamilton County,
(11-15-89) for a lengthy discussion of various federal and state
securities issues in this widely publicized case. In particular,
note the court’s reaffirmation of previous interpretations of the
levels of scienter necessary to bring a fraud action under the
Ohio Securities Act. See, e.g., State v. Trevedi, 8 Ohio App. 3d
412 (Ham. 1982); State v. Walsh, 66 Ohio App. 2d 85 (Fkin.
1979).

Recent issues of the Ohio State Bar Association Report
have contained items that readers of the Bulletin may wish to
review.

In the 10-30-89 issue of the OSBA Report, at page 827, the
OSBA Corporation Law Committee reports on partnership
issues. The long term centralization of partnership records in
the Ohio Secretary of State’s Office is discussed. Also dis-
cussed is the merger of partnerships into other entities.

In the 11-13-89 issue, at page 866, action by the Ohio Tax
Commissioner related to franchise tax reporting by respec-
tively, real estate: investment trusts, investment companies and
mortgage investment companies, is reported.

89:4 Autumn Quarter 1989



The OSBA has printed two Ohio Supreme Court cases of
potential interest. The first, reporlcd at the 9-25-89 OSBAR
and decided 9-13-89, looks at the issue of ‘‘sale of securities.’
Worrell v. Multipress, Inc. (1989), 45 O.5.3d 241. The second
reporied ai the 11-13-89 OSBAR and decided 11-8-89, looks

" at the issue of negligence of an accountant. /nvestors REIT
One v. Jacobs (1989), 46 0.8.3d 176.

Ohio Securities
Conference—1989

The Ohio Securities Conference was continued in 1989
with approximately 180 members of the bar and representa-
tives of the securities industry in attendance at the conference
program on Monday, October 30, 1989. This year the confer-
ence was held at the Columbus Marriott North in Columbus,
Ohio.

The conference program consisted of four panels discuss-
ing interesting and current securities topics. Each panel was
guided by a moderator and presented subjects including Inves-
tor Remedies from the Plaintiff’s Perspective, Securities Arbi-
tration, Business Acquisitions and activities of the Division of
Securities. The program was: approved for six hours credit of
continuing legal education.

On Tuesday, October 31, 1989, advisory :committee meetZ,
ings were in session at the Columbus Marriott North. All five
committees met and reviewed, various proposals for submis-

sion 1o the DlVlSlOl‘l Reporls of; those meetings are included in

this Bulletin. The Advisory Committees inchide Takeover,.
Registration, Licensing, Exemption, and Enforcement.

Advisory Commlttees

ENFORCEMBNT ADVISORY | * 7
COMMITTEE

The Enf cement Adv1sory Committee met on October 31,
1989, as pait of the anntal Ohio Securmes Conference hosted
by, the Dmsxon of Securmes The various: subcommlttees had
draf[ed several rile proposals for consideration by the Enforce-
ment Advisory Commmee as a whole. In addition, other topics
were mlroduced for dlscussmn over the ensuing year.

o

The Enforcement Advisory Committee recommended’that
the Division .evaluate two provisions for promulgation as
amendrents, to the admlmstratlvc fules. The first, drafted by
Charles F. Hertlein, Jr., of Dinsritore and Shohl, would add 'a
provision to the definition of ‘‘date of sale’” under O.A.C.
1301:6-3-03(K), to permit the date that independent escrow is
broken to be used. If an independent escrow agreement is not
utilized, or the sale takes place after escrow is broken, the rule
would apply as it does currently. The second rule change was
drafted by Phillip Lehmkuhl of Squire, Sanders and Dempsey,
and Natalie Shirley of the Investrnent Company Institute. As
recomniended to0 the Division by the Committee, the rule
would amend-Q.A.C. 1301:6-3-391 to permit retroactive regis-
tration of 'mutual fund oversales on a Form 391. These propos-
als have been presented to the Commissioner by the Commit-

- 4.

tee .co-chairs, Charles F. Dugan II of Vorys, Sater, Seymour
and Pease, and. Becky, Robbins-Penniman of the Division.

The Committee also heard reports from the Task Force

resnonsible for studving ll—\n nrohlems the har and industrv
responsiong SWUGYINg rotiems € oar anG maustry

have in complying with O.A.C. 1301:6-3-391, and devising
possible solutions. Two approaches were submitted. The first,
authored by James F. Lummanick of Frost & Jacobs, defines
the term ‘‘excusable neglect,”’ and outlines factors to be con-
sidered by the Division in determining whether purchasers
would be prejudiced by a retroactive filing. The second propo-
sal, drafted by Gregory Zelasko of Vorys, Sater, Seymour and
Pease, enlarges the time frames for making corrective filings.
After extensive discussion, the Committee decided that the
Task Force members had made an excellent beginning, and
requested certain refinements to the drafts for further
consideration.

Finally, Becky Robbins-Penniman initiated discussion
regarding two rules under consideration by the Division. The
first would require all securities brokers licensed by Ohio to be
also registered with the S.E.C. The second rule proposal is
patierned after the new S.E.C. rule governing sales practice
requirements for penny stocks. The Committee requested fur-
ther analysis and- development of the suggested rules, and
discussions are scheduled. These latier proposals have gener-
ated a significant amount of comment, and the Enforcement
Advisory Committee welcomes input from members of other
advisory committees during the development and considera-
tion-of these issues.” Either co-chair of the! Enforcement Advi-
sory Committee may be contacted.

EXEMPTION ADVISORY COMMITTEE

The Exemption Advisory Committee met on October 31,
1989, the second day of the 1989 Ohio Securities Conference.
Twenty three members of the Committée were in attendance.
Three proposals for amendmets to the administrative rules
were considered in addition to other topics submitied for
discussion.

The Commmee revxewed the first proposal which would
prov1de an addmonal exempnon - rule
1301:6-3:03(N) for a secunty exempted from registration
under Rule 701 of the Securitiés Act of 1933. Because report-
ing compame§ cannot use Rute 701, further consideration is to
be givén to provide dniform apphcanon of the proposed
amendment,

......

vide a new definition of commercial paper and promissory
notes which are exempted under section 1707.02(G) of the
Revised Code, by amending O.A.C. rule 1301:6-3- 02(C) An
amendment had been made 0 tll]e ongmal proposal and, after
discussion, the’Committee agreed to an appointment of & spe-
cial committee for review of the proposals and report of its
recommendations.

Other topics discussed by the Committee concerned possi-
ble exemptions being extended to interests in charitable pool
remainder trusts and of the exercise of stock warrants rights,
not registered in Ohio but purchased in the secondary market.
A proposed rule for an exemption applicable to charitable pool
remainder trusts was submitted for discussion. Further consid-
eration was deferred until additional information on this propo-
sal could be developed. No action was taken and no proposals
were submitted with respect to the exercise of stock warrant
rights.



LICENSING ADVISORY COMMITTEE

A meeting of the Licensing Advisory Commitiee of the
Ohio Division of Securities took place October 31, 1989, at the
Columbus Marriott North. Fifteen Committee members were
in attendance.

The Committee focused its discussion on a number of pro-
posed rule changes set forth by the Division. After Committee
consideration, it was decided that certain proposals for rule
changes not be made. The following rule proposals will be
discussed further or formally introduced into the rulemaking
process.

O.A.C. rules 1301:6-3-06(A)(2) and 1301:6-3-09(L) will be
amended to require the maintenance of records of all mate-
rial transactions of offerings for four years after the date of
the last sale in that offering.

0.A.C. rule 1301:6-3-15(C)(2) will be deleted.

O.A.C. rule 1301:6-3-16(B) will be amended to require
salesmen not previously licensed with the Division to have
passed a specified security examination within the past two
years.

The Committee proposed that the Division amend its Form
16 which requires a dealer to indicate whether the salesman
was terminated for ‘‘cause.”” The Committee suggested
revising this form to use more concrete language, such as
that found in the National Association of Securities
Dealer’s U-5. :

The Committee also suggested adding a $25,000 limitation
to O.A.C. rule 1301:6-3-15(E)(3)(b).

0.A.C. rule 1301:6-3-15(I)(2), concerning the use of Focus
II reports, will be deleted.

0.A.C. rule 1301:6-3-15(K), regarding change of officers
or directors, will be amended to require notification of
specified material events within thirty days.

O.A.C. rule 1301:6-3-15(L)(1) shall be amended to change
the time requirement for broker-dealers to request the Divi-
sion io cancel a salesman’s license from ten to thirty days.
The Division will propose moving the substance of O.A.C.
rule 1301:6-3-15(P) into rule O.A.C. 1301:6-3-15(K) and
allow the use of the appropriate broker-dealer form of the
National Association of Securities Dealers for notice to the
Division. :

The Division and Cornmittee will continue to explore an
amendment to O.A.C. rule 1301:6-3-15 to require all bro-
ker-dealers to register with the S.E.C. before licensure with
the state of Ohio.

The Division and Commitlee continues to explore the pos-
sibility of adopting the S.E.C.’s recent Penny Stock Rule
into O.A.C. rule 1301:6-3-19.

Dale A. Jewell, Committee Co-Chair and Supervisor of the
Broker-Dealer Section at the Division, may be contacted for
further information about this meeting.

REGISTRATION ADVISORY
COMMITTEE

A total of twenty-one members of the Registration Advi-
sory Committee were in attendance for the second meeting
following the Ohio Securities Conference. The meeting was
opened by Chairman Warren Udisky of Benesch, Friedlander,
Coplan & Aronoff and Michael Miglets of the Ohio Division
of Securities. D. Michael Quinn of the Division kept the min-
utes for the meeting.

Discussion was primarily focused on registration by
description. The Division suggested an amendment which
would require that a prospectus be delivered for all registra-
tions by description over $250,000 or oil and gas offerings,
instead of just requiring prospectus delivery for Rule 504
offerings under Regulation D.

The Committee also discussed amending Revised Cede
sections 1707.06(A)(2) and (3) 10 exclude accredited investors
as defined in Regulation D instead of $100,000 purchasers.
The Division’s proposal was to use the Regulation D definition
of accredited investor, but promulgate the definition by rule
instead of by statute. The Committee felt that this approach
would give the Division more fiexibility if an amendment was
necessary. Draft proposals will be circulated among the Com-
mittee members then submitted to the Division.

The expense limitation under Revised Code section
1707.06(A)(1) and the escrow for registrations by description
of proceeds were also discussed. The Committee felt a Bulletin
article outlining the escrow of proceeds issue and explaining
the Division’s concern was more appropriate than a rule at this
time. The Committee will also work on the expense limitation
issue with the Division this winter.

If you want copies of the minutes of the Commitiece meet-
ing or the proposals you may contact Michael Miglets at the
Division,

TAKEOVER ADVISORY COMMITTEE

There was a small turnout for the meeting of the Takeover
Advisory Commitiee occasioned by the circumstance that,
within the jurisdiction of the Committee, very little was occur-
ring of great consequence.

Nevertheless, through the collective information of those
attending, it appeared that several pieces of legislation affect-
ing Ohio takeover law might move forward in the near future.
A *‘technical corrections’’ amendment to Revised Code sec-
tion 1707.041 sponsored by the Ohio State Bar Association
may be moving forward. This proposal is distinct from the Bar
Association’s proposal to amend Chapter 1701—popularly
called the ‘‘merger moratorium’’ statute. Although there may
be some disagreement as to whether the corrections to section
1707.041 are technical or substantive, because there seem to
be several drafts, the discussion was merely informational in
nature.

The Division wished members of the Committee to be
aware that the Division has received two requests 1o act under
section 1707.042 this year. One action has been mooted, but
the other action is still a potentiality. For normal reasons,
enforcement details are confidential.
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Broker-Dealer

DEALER AND SALESMAN LICENSES AS OF
DECEMBER 23, 1988 AND DECEMBER 22, 1989:

-9

1989 ' 1988
Broker-Dealer - 1,491 1,729
Salesman 52,467 56,043
Registration
REGISTRATION FILINGS AS OF DECEMBER 31,
Autumn Quarter Year Autumn Quarter Year
Form Type S . 1989 . - 1989 1988 1988
2(B) ‘ : S 353 - 1,175 340 1,067
3-0 o - 2,492 11,642 -:2,469 11,376
3Q - o ' " 338 - 1,459 369 1,498
3-W ) o 35 150 44 188
04 ' 0 2 0 2
041 - N ¢ 1 0 3
041(B)(4) e 0 0 0 1
S(A) 0 0 0 1
6(A)(1) : 62 257 62 306
6(A)(2) : 14 81 29 - 127
6(A)(3) ) 13 45 14 64
6(A)(3)0G : 2. 3 1 .3
6(AY(4) - - . 11 66 16 90
SR : - 421 1,429 290 1,317
090G 0 0 -2 5
091 278 1,426 481 1,880
10 0 0 0 0
39 .47 188 - 34 162
391/09 3 13 3 14
391/091 1 1 0 0
391/3-0 180 782 209 . 772
391/3-Q 49 167 54 198
391/3-W 2 8 -4 10
391/6(AX(1) 0 5 0 2
391/6(A)(2) 1 -1 0 1
391/6(A)(3) .0 3 0. 2
391/6(A)4) 0 0 1 2
TOTAL 4,302 18,904 4,422 19,091
Enforcement

FINAL ADMINISTRATIVE ORDERS

The following are recent enforcement administrative orders. The orders have been issued by the Division after notice of the parties’
opportunity for an administrative hearing in accordance with Ohio Revised Code Chapter 119. Orders which have been appealed to

Common Pleas Court are so noted:

R'espondént

Western Consolidated Mining Company, Ihc., A.K.A. Wescon;

William R. Gibbs, President
Las Vegas, Nevada

Date Order

Issued _I\_Ip_:

9/13/89 89-094

- Action Taken/
Type of Order

Cease and



FINAL ADMINISTRATIVE ORDERS—continied

Respondent

Respondeil

Arthur S. Burgess
Middleburg Heights, Ohio

Levering Management, Inc.
Mt. Vernon, Ohio

Berg Managément Group;

NRG Corporation, Inc.;
International Capital Funders, Inc.;
Merlyn R. Berg;

Universal Bookkeeping Service;
Marie Lapriore

Las Vegas, Nevada

Charles Miller and Associates, Inc.,

d.b.a. Professional Capital Investments, Inc.;
Charles Miller

Columbus, Ohio

J.H. and Associates;
Eagle Exploration, Inc;
Robert A. Shurtleff
Niles, Ohio; = |
B-J of Ohio, Inc. ~
Zanesville, Ohio; |
Bernard L. Henry
Warren, Ohio '

William W, Hobbs
Mansfield, Ohio

James D. Azer .
Bellville, Ohio

Cast Film Partners, Ltd.
Form 3(Q), File No. 339594
Form (3QQ), File No. 346173
University Heights, Ohio -

North Star Ltd I;

North Star Energy, Inc., and

David C. O’Connor, General Partners
Form 3(Q), File No. 345211
Columbus, Ohio

The South Bend Venture, Limited Partnership
Form 3(Q), File No. 354261
Columbus, Ohio

Date

Issued

9/28/89

9/29/89

10/2/89

10/2/89

10/2/89

10/18/89

10/18/89

10/23/89

11/16/89

11/16/89

89-104

89-105

89-106

89-124

89-125

89-127

89-133

89-134

Action Taken/

Type of Order
s e

Cease and
Desist

Suspension of
Dealer’s
License

Cease and
Desist

Cease and
Desist

Cease and
Desist

Suspension of
Securities
Salesman’s
License; Cease
and Desist

Suspension of
Securities
Salesman’s
License; Cease
and Desist

Cease and
Desist; Null
and Void of
Partial Filing;
Null and Void

Cease and
Desist; Null
and Void of
Partial Filing

Cease and
Desist; Null
and Void of
Partial Filing
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CRIMINAL CASES

Roy L. Currens

Stephen T. Haley;
Kenneth R. Smith

Arthur P. Miller

David Scott Schindler

Dale Normand

Gary L. Trudell;
Wilbur Zink

Jurisdiction/

Referring Staff Person

Action Taken

Franklin County/
Referred by
Karen Terhune

Greene County/
Referred by
Mary Spahia

Franklin County/
Referred by
Norman Essey and
Mary Spahia

Cuyahoga County/
Referred by
Mary Spahia

Guernsey County/
Referred by
Mary Spahia

Franklin County/
Referred by
Karen Terhune

1.

—

Sentenced on 9/15/8%t0 1 172
years imprisonment on each of 2
counts of securities violations.

. Confinement was suspended,

five years probation was im-
posed, and he was ordered to
make restitution to investors.

. Search warrants were executed

in 4 Ohio counties for books and
records on 10/6/89.

. Criminal complaints were filed

on 10/16/89 alleging securities
violations.

.Preliminary hearings scheduled

£ 10 EYYr-y vy

107 1U/..J107 WIS 'wmvs.-d. and
bonds for both men remained set
at $500,000.

Sentenced on 10/23/89 to 3 years
incarceration and ordered to pay
a fine of $2,500.

Indicted on 10/16/89 for the fol-
lowing:

I.

2.

3.

1.

4 counts of the sale of unregis-
tered securities;

4 counts of false representations
in the sale of securities; and

1 count of grand theft.

Criminal complaint filed on
6/19/89 alleging 1 count of a se-
curities violation.

Extradited from California on
10/26/89.

. Arraigned on 10/27/89 at which

time a $75,000 bond was or-
dered.

. Preliminary heanng held

11/2/89, where probable cause
was found.

Pled guilty on 10/30/89 to the fol-
lowing:

I.

Gary L. Trudell—

a. 1 count of the sale of unregis-
tered securities; and

b. 1 count of theft.

2. Wilbur Zink—

a. 1 count of the unlicensed
sales of securities; and
b. 1 count of theft.

-8-

Comments

Roy L. Currens pled-guilty to 2 counts
of securities violations on 6/9/89
which stemmed from his sales of units
in a nonexistent fund, the Aggressive
Cash Management Fund, while he was
employed by American Heritage Re-
search, Inc., and Heritage Market Re-
search, Inc.

‘Books and records of companies con-

trolled by Stephen T. Haley and Ken-
neth R. Smith were seized. These enti-
ties included: Intermark International,
Inc., Global Investment Trading Co.,
and Homestead Financial'. Services,
among others. Mary Spahia was ap-
pointed and sworn in as.a:special As-
sistant Prosecuting Attomey in Greene
County for this case.

Arthur Miller entered a no contest plea
on 8/26/89 to a Bill 'of Information of
10 counts each of sales of unreglstcred
securities and misrepreseitations in
the sale of securities, and was pro-
nounced guilty. He sold interests total-
ing approximately $5 million for his
investment fund, Financial Service
Group Investment Account, in which
investors were promised a 12 to 14
percent annual return.

David Scott Schindler, President of
Worldwide Stock, Inc., allegedly sold
unregistered promissory notes in
Worldwide Stock, Inc. Investors were
told their investments were to be uti-
lized in the furniture business, which
allegedty did not occur.

As President of’ Heritage "Securities,
Inc., the General Partner of Stellex
Partners, Lid., Dale Normand alleged-
ly sold unregistered limited partner-
ship units to Ohio, mvestors

Gary L. Trudell and Wilbur Zink sold
units in a nonexistent fund, the Ag-
gressive Cash Management Fund,
while employed by American Heritage
Research, Inc., and Heritage Market
Research, Inc., both boiler-room oper-
ations located in Columbus. Investors
were promised a 20 percent annual re-
turn.



CRIMINAL CASES—continued

Jurisdiction/

Case Name Referring Staff Person

Action Taken

Charles C. Peebles Franklin County/
Referred by

Karen Terhune

Robert L. Jones;
Bernard L. Henry

Stark County/
Referred by
Melanie Braithwaite

Pled guilty on 11/2/89 to the fol-

lowing:

1. 3 counts of sales of unregistered
securities;

2.3 countis of unlicensed sales of
securities;

3.1 count of securities fraud; and

4.1 count of misrepresentations in
the sale of securities.

Pled guilty on 11/15/89 to the fol-
lowing:
1. Robert L. Jones—

a. 4 counts of securities fraud

and misrepresentations in the
sale of securities; and
b. 12 counts of sales of unregis-
tered securities and unli-
censed sales of securities.
2. Bernard L. Henry—

a. 4 counts of securities fraud
and misrepresentations in the
sale of securities; and

b. 11 counts of sales of unregis-
tered securities and unli-
censed sales of securities.

Comments

Charles C. Peebles, the former Presi-
dent of American Heritage Research,
Inc., sold or caused to be sold, units in
the Aggressive Cash Management
Fund. Investors were told that their
funds would be pooled to purchase
strategic and precious metals. The
boiler-room operation was halted after
a search warrant was executed for
books and records.

Robert L. Jones and Bernard L. Henry
sold unregistered oil and gas working
interests in a joint venture, J.H. and
Associates 1986-1; N. Camden Well

1. Some investors were told at the
time of their purchase that their invest-
ment would be so successful that they
would recoup their invesiment funds

within 3 months to 1 year.
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