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Hearing Set for 
July 30 

On June 12, 1991 the Ohio Division of Securities promul­
gated a series of amendments to Ohio Administrative Code 
1301 :6-3., the rules adopted under the Ohio Securities Act. A 
public hearing will be held in Columbus on July 30, 1991 at 
10:00 a.m. in Hearing Room 3·A of the Ohio Departments 
Building, 65 South Front Street in Columbus. The hearing will 
be conducted under the Ohio Administrative Procedure Act 

The current amendments incorporate changes first proposed 
by the Division at the October 1990 Ohio Securities Confer­
ence. The promulgated amendments also include revisions to 
those first proposals as suggested by the Division's Advisory 
Committees and other securities industry professionals. 

In part, this Special Issue of the Ohio Securities Bulletin is 
intended to provide public notice in accordance with O.A.C. 
1301 :6-1-03. The text of the proposed amendments and public 
notice are also printed here, starting on page 3. 

Both the substance and style of the Division's rules are 
changed by the amendments. Some of the more than 100 
changes are more substantial than others, but all are intended 
to help meet the Division's goal of making its standards and 
procedures more accessible to professionals and the public, 
regardless of where they are located. 

"Our rules are an essential guide to the Ohio Securities Act 
and the operations of the Division of Securities." said Mark 
Holderman, Commissioner of Securities. "Access to the 
Securities Act and the Division should not be limited to a few 
specialists who deal with the Division on a daily basis. We 
hope that these amendments will help to clarify Ohio's Blue 
Sky Law for everyone who has a stake in our activities: Inves­
tors, general practitioners, and out-of-state issuers, as well as 
the Ohio counsel who specialize in securities law." 

With that goal in mind, the amended rules have been stated 
in the plainest language possible and they have also been 
reorganized so that, wherever possible, the Ohio Administra­
tivc Code section number coordinates with the number of the 
Ohio Revised Code section it clarifies. Some sections still 
contain specialized language of the securities business, but the 
Division has attempted to limit industry jargon to situations 
where specialized terminology is so entrenched that a change 
to plain language would be counterproductive. 
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"We invite comments on these proposals, as well as any 
suggestions for future changes in the rules of the Division." 
said Commissioner Hoiderrnan. "The Division ruies shouid be 
tools for practitioners that do not require additional instruc­
tions. We will continue to make improvements as necessary." 

Rules Contain· 
Substantive Changes 
In addition to the reorganization of the rules and innumerable 
improvements in language, there are a number of substantive 
changes represented throughout amendments proposed by the 
Division of Securities: 

1301:6-3-01(C) 
Definitions: Provides for the term "Division" to mean "Ohio 
Division of Securities" throughout the rules. 

1301:6-3-02(A) 
Exempt Securities: Includes the Chicago Board Options 
Exchange as an approved exchange for the exemption in 
1707.02(E). 

1301:6-3-02(C) 
COinmercial Paper and Promissory Notes: Includes a change 
requested by the Exemption Committee at the 1989 Securities 
Conference: to expand the exemption for promissory notes. 
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1301:6-3-03 
Exempt Transactions: The term "Date of Sale" has been 
redefined for form 3-0 and 3-Q fil ings. References to federal 
law have been updated. 

1301:6-3-06 
Registration by Description: Reporting requirements have 
been increased and specified, and a delivery requirement for 
offering circulars has been added. 

1301:6-3-08 
Registration by Description: An absolute maximum has been 
establishcd for the period of effectiveness for a registration by 
description. 

1301:6-3-09(D) 
Registration by Qualification: Investment Company renewal 
procedures have been modified, and some asset maintenance 
standards have been revised for conformity with current fed­
eral regulations. 

1301:6-3-09(H) 
Registration by Qualification: Establishes a disclosure docu­
ment delivery requirement for all form 9s. 

1301:6-3-15(8) 
Dealer Licensing: The requirement of SEC Registration and 
SIPC coverage for all Dealers proposed at the 1990 Ohio 
Securities Conference has been dropped by the Division. as a 
rules proposal. Legislation to require SEC registration for Ohio 
intrastate dealers who deal directly with the public and have 
significant income as a result is being considered by the Secur­
ities Law Subcommittee of the Ohio State Bar -Association, 
and House Bill 346, currently before the House Financial Insti­
tutions Committee of the I I 9th General Assembly, imposes a 
similar requirement on Ohio intrastate dealers. 

1301:6-3-15(D) 
Dealer Licensing: Specifies the licensing examinations that the 
Division will accept for securities dealers. A similar listing 
appears in 0.A.c. 1301 :6-3-16 for securities salesmen. In both 
cases, the list, giving notice to potential applicant.s, replaces 
the vague language, "acceptable to the Division." 

1301:6-3-15(D) 
Dealer Licensing: The term "net worth" has been deleted and 
replaced by the term "net capital" (in keeping with the termi­
nology used in the securities industry and the accounting pro­
fession) and there have been significant adjustments to the 
items which will and will not be allowed as assets of a dealer 
(in O.A.C. 1301:6-3-15(E)). 

B01:6-3-15(G) 
Dealer Licensing: Branch Office requirements have been 
revised and expanded. 

1301:6-3-16 
Salesman Licensing: Lists the licensing examinations that the 
Division will accept for securities salesmen. A similar listing 
appears in O.A.C. 1301:6-3-15 for securities dealers. The list 
replaces the vague language, "acceptable to the Division." 

1301:6-3-19(A)(11) 
Deceptive Practices and Good Business Repwe: An Ohio rule 
incorporating the federal penny stock rule is proposed at the 

suggestion of the Enforcement Advisory Committee. The Divi­
sion initially proposed a simpler rule to improve enforcement 
of "cold call" complaints, but in this case, less was not more. 
The Committee was favorably impressed with the success of 
the SEC rule 15c-6, and supports this proposal to allow the 
Division ·to take action against violations of the federal rule 
that take place in Ohio. 

1301:6-3-19(8)(1) 
Deceptive Practices and Good Business Repute: Establishes 
increased supervisory responsibilities for dealers. 

1301:6-3-19(8)(10) 
Deceptive Practices and Good Business Repute: Prohibits bro­
kerage agreements that require litigation, arbitration, or media­
tion of customer complaints to take place outside Ohio. 

1301:6-3-19(8)(11) 
Deceptive Practices and Good Business Repute: The rule has 
been substantially reorganized to incorporate provisions which 
had appeared in both b.A.C. 1301:6-3-15 and O.A.C. 
1301 :6-3-19 in order to provide clearer reference to R.C. 
1707.19, and to add provisions specifying practices proscribed 
for both Dealers and Salesmen. 

1301:6-3-23 
Enforcement Powers: Eliminates the requirement that a tran­
script be prepared of every investigative hearing held under 
R.C. 1707.23. 

1301:6-3-391 
Retroactive Exemption, Qualification, or Registration: Rede­
fines the term "excusable neglect" as used in 1707.39.1 and 
revises some of the time periods for filings under that section. 
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Public Notice 
At 10:00 a.m. on July 30, 1991 the Ohio Division of Secur­

ities will hold a hearing regarding proposed changes to rules of 
the Division. The hearing will be held in Hearing Room 3-A 
on the Front Street level of the Ohio Departments Building, 65 
South Front Street, Columbus, Ohio 43215. 

The Division of Securities has proposed the following 
amendments to the indicated rules: 

O.A.C. Rule 1301 :6-3-01 has been amended to incorporate 
the following change: Paragraph C defining "Division" has 
been added. 

O.A.C. Rule 1301:6-3-02 has been amended to incorporate 
the following changes: Language has been improved through­
out the rule, and the rule has been reorganized. The Chicago 
Board of Options Exchange has been included in the exchange 
exemption, and the availability of an exemption for commer­
cial paper and promissory notes has been expanded in Para­
graph C of the rule 

O.A.C. Rule 130 I :6-3-03 has been amended to incorporate 
the following changes: Language has been improved through­
out the rule, and the rule has been substantially reorganized. 
Definitions are now consolidated in A, the time period for 
determining the date of sale for a form 3-0 or form 3-Q claim 
of exemption has been amplified, and references to additional 
exemptions have been updated to reflect changes in federal 
law. 



O.A.C. Rule 130 I :6-3-06 has been amended to inco~orate 
the following changes: Language has been improved through­
oUlthe rule, and the rule has been substantially reorganized. A 
delIvery requirement for offering circulars has been added, and 
reporting requirements during the effectiveness of a registra-
tion hy description have heen specified. ~ 

O.A.C. Rule 1301 :6-3-08 has been amended to incorporate 
the following changes: A maximum period of effectiveness for 
registrations by description, after good cause is shown, of 
twenty four months has been established. 

O.A.C. Rule 130 I :6-3-09 has been amended to incorporate 
the following changes: Language has been improved through­
out the rule, and the rule has been substantially reorganized. 
Investment Company filing procedures, and limitations on use 
of proceeds have been revised for increased uniformity. Issuers 
relying on Rule 504 or Regulation D of the S.E.c. must now 
deliver an offering circular to purchasers of its securities. 

Proposed 'Rules 
The following rules were filed with the Joint Committee on 

Agency Rule Review, the Legislative Service Commission, the 
Office of Small Business, and the Secretary of State on June 
12, 1991. Incorporated in the rules are comments received 
from the Ohio Legislative Service Commission on June 2S, 
1991. 

1301:6·3·01 Definitions 

(A) "Having no readily determinable value," as used in 
division (L)(I) of section 1707.01 of the Revised Code, means 
any securities not listed on a major exchange or securities not 
actively traded in the over-the-counter market. 

(B) "The distribution by a corporation of its securities," as 
used in division (K)(I) of section 1707.03 of the Revised 
Code, includes the distribution of a pro rata basis of shares of a 
subsidiary to shareholders of the parent corporation .. 

(C) FOR THE PURPOSES OF CHAPTER 1301:6-3 OF 
THEADMINISTRATIVE CODE, "DIVISION" SHALL 
WHERE THE CONTEXT INDICATES, MEAN THE OHIO 

O.A.C. Rule 1301:6-3-15 has been amended to incorporate 
the following changes: Language has been improved through­
out the rule, and the rule has been substantially reorganized. 
Provisions defining dealer and salesman good business repute 
have been moved to O.A.C. 1301:6-3-19. Language providing 
greater specificity of application, examination, financial, 
record-keeping and reporting requirements has been added, 
and branch office and inactive status requirements are 
increased. 

. DIVISION OF SECURITIES. -

O.A.c. Rule 1301:6-3-16 has been amended to incorporate 
the following changes: Language has been improved through­
uut the rule, and the rule has been reorganized. License exami­
nations and application forms acceptable to the Division have 
been specified. 

O.A.C. Rule 130 I :6-3-19 has been amended to incorporate 
the following changes: Language has been improved through­
out the rule, and the rule has been reorganized. Prohibitions 
against specific sales practices in the areas of Penny Stocks, 
dealer supervision, out-of-state dispute resolution, and self­
dealing have been added. The definition of "good business 
repute", which previously appeared in O.A.C.1301 :6-3-1 5, 
has been placed in Paragraph D of this rule and has been 
amplified. 

O.A.C. Rule 1301:6-3-23 has been amended to incorporate 
the following changes: Language has been improved through­
out the rule. The requirement that a transcript be prepared for 
every hearing held under R.C 1707.23 ha~ been eliminated 
from the rule. 

O.A.C. Rule 1301:6-3-391 has been amended to incorpo­
rate the following changes: Language has been improved 
throughout the rule, and the rule has been substantially reorga­
nized. The definition of "excusable neglect" has been 
restated. Time periods for the acceptance of filings under 
O.R.C. 1707.391 have been changed, and the previous limit on 
the number of filings under 1707.391 which could be made bv 
a law firm has been eliminated. . 

Copies of the proposed rules may be obtained by contacting 
the Ohio Division of Securities, 77 South High Street, 22nd 
Floor, CUIUllihus, Ohio 43266-0548 
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Prior effective dates: 10126/84, 12/31nS 

1301:6·3·02 Exempt securities 

(A) Exemption of listed securities; securities listed upon 
notice of issuance 

(I) SecUIities ANY SECURITY listed OR LISTED UPON 
NOTICE OF ISSUANCE on the CHICAGO BOARD 
OPTIONS EXCHANGE, INCORPORATED, Cincinnati stock 
exchange, Midwest stock exchange, New York stock 
exchange, and OR American stock exchange, OR ANY 
SECURITY WHICH IS DESIGNATED OR APPROVED 
FOR DESIGNATION UPON NOTICE OF ISSUANCE AS A 
NATIONAL MARKET SECURITY ON THE NATIONAL 
ASSOCIATION OF SECURITIES DEALERS AUTO­
MATED QUOTATION SYSTEM 1'Ire IS AN exempt sccnrr­
ties SECURITY under the provisions of DIVISION (E) OF 
section 1707.02fE] of the Revised Code. 

(2) Seem ities listed upon notice of issuance on such 
exchanges arc CXCIlipl sccutiLies undel the plo\lisioIlS of sec­
tion 1989.82(E) of the Revised Code. 

(B) Statement required before sale of revenue bonds 

(I) Prior to THE sale of a security exempted by the first 
paragraph of section 1707.02(B) of the Revised Code and 

Key 

1. Clossed ouL language is being removed. 

2. ALL CAPITALS AND UPPER CASE LANGUAGE IS 
NEW. 

3. Underlined letters stay upper case, underlined numbers 
and punctuation stay as they appear. 
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which is not payable C!ut of the proceeds of a general tax, the 
issuer or a licensed dealer shall execute and file form 2-B with 
.the division on behalf of all dealers proposing to sell stteh THE 
security. Form 2-B shall be deemed to be filed "prior to the 
sale of a security" within the meaning of this regulation \vhen 
stteh THE CORRECTL YEXECUTED form 2-B containing 
complete and accurate information llielein leqw.ed and COl­
lectly executed ·is RECEIVED BY THE DIVISION OR IS 
deposited ill MAILED BY CERTIFIED OR registered mail, 
postage prepaid, addressed to the division of secm ilies prior to 
the sale of allY sucli THE security. 

(2) A security is not deemed '.'payable out of the proceeds 
of a general tax" unless at the time of issuance, machinery has 
been set up for the servicing of stteh THE 'seeurity out of the 
proceeds of a general tax in the event that revenues collected 
or administered by the issuer and allocated to the payment 
thereof prove to be insufficient. It is not sufficient for this 
purpose that the full faith and credit of a state is pledged to the 
payment of stteh A security if it will be necessary, on the 
failure of specified revenues to meet security charges, to obtain 
legislative action which would make the security in question 
payable out of the proceeds of a general tax. 

(C) Commercial paper AND PROMISSORY NOTES; 
SALE TO THE public offering 

(1) EXCIJlpLioIl fot sale of COIliillclcial papcI and PIOlilisSOlj 

1l0tes as plo,ided ill PURSUANT TO DIVISION (G) OF 
section 1787.82(6) 1707.02 of the Revised Code, is lWiiicted 
to sale to officels aliddiiCCiOis ollly. COMMERCIAL PAPER 
AND PROMISSORY NOTES ARE NOT OFFERED FOR 
SALE DIRECTLY OR INDIRECTLY TO THE PUBLIC 
WHERE THEIR SALE IS RESTRICTED TO: 

(a) SALES TO OFFICERS OR DIRECTORS OF 'THE 
ISSUER, OF THE PARENT CORPORATION OF THE 
ISSUER, OR OF A CORPORATE GENERAL PARTNER OF 
THE ISSUER; . 

(b) SALES TO GENERAL PARTNERS OF THE 
ISSUER; 

(c) SALES TO PERSONS WHO DIRECTLY OR INDI­
RECTL Y CONTROL THE MANAGEMENT AND POLI­
CIES OF THE ISSUER BY OWNERSHIP OF VOTING 
SECURITIES, BY CONTRACT, OR OTHERWISE; OR 

(d) SALES BY THE ISSUER OF THE SECURITY TO 
NOTMORE THAN TEN PERSONS IN THIS STATE DUR­
ING ANY TWELVE MONTH PERIOD, PROVIDED THAT: 

(i) THE ISSUER REASONABLY BELIEVES AFTER 
REASONABLE INVESTIGATION THAT THE PERSON IS 
PURCHASING FOR INVESTMENT; 

(ii) NO ADVERTISEMENT, ARTICLE, NOTICE, OR 
OTHER COMMUNICATION SHALL BE PUBLISHED OR 
BROADCAST OR CAUSED TO BE PUBLISHED OR 
BROADCAST BY THE ISSUER IN CONNECTION WITH 
THE SALE OTHER THAN AN OFFERING CIRCULAR OR 
OTHER COMMUNICATION DELIVERED BY THE 
ISSUER TO SELECTED INDIVIDU~LS; 

(iii) THE AGGREGATE COMMISSION, DISCOUNT, 
ANDOTHER REMUNERATION PAID OR GIVEN 
DIRECTL Y OR INDIRECTLY FOR SALE OF THE COM­
MERCIAL PAPER AND PROMISSORY NOTES OF THE 
ISSUER, EXCLUDING LEGAL, ACCOUNTING AND 
PRINTING COSTS, DOES NOT EXCEED TEN PERCENT 

OF. THE INITIAL OFFERING PRICE OF THE COMMER­
. CIAL PAPER AND PROMISSORY NOTES; AND 

(iv) ANY COMMISSION, DISCOUNT, OR OTHER 
~EMUNERA TION FOR SALES OF COMMERCIAL 
PAPER AND PROMISSORY NOTES IN RELIANCE ON 
THIS EXEMPTION IN THIS STATE IS PAID OR GIVEN 

. ONLY TO DEALERS OR SALESMEN LICENSED PURSU­
ANT TO ~HAPTER 170.7. OF THE ~VISED ~ODE; AND 

(E) FOR THE PURPOSE OF DETERMINING COMPLI­
ANCE WITH PARAGRAPH (9(1)(d) OF THIS RULE, A 
HUSBAND AND WIFE, A CHILD AND ITS PARENT OR 
GUARDIAN WHEN THE PARENT OR GUARDIAN 
HOLDS THE SECURITY FOR THE BENEFIT OF THE 
CHILD, A PARTNERSHIP, ASSOCiATION OR OTHER 
UNINCORPORATED ENTITY, OR A TRUST NOT 
FORMED FOR THE PURPOSE OF PURCHASING THE 
SECURITY SHALL BE DEEMED TO BE A SINGLE 
PURCHASER. 

(F) FOR THE PURPOSE OF DETERMINING COMPLI­
ANCE WITH PARAGRAPH (C)(l)(d) OF THIS RULE, 
SALES OF COMMERCIAL PAPER AND PROMISSORY 
NOTES REGISTERED OR SOLD PURSUANT TO AN 
EXEMPTION UNDER SECTIONS 1707.01 TO 1707.45 OF 
THE REVISED CODE OTHER THAN DIVISION (G) OF 
SECT1bN 1707.0'2 OF THE REVISED CODE OR SOLD 
PURSUANT TO PARAGRAPH (C)(I)(a), (C)(I)(b) OR 
(C)(I)(c) OF THIS RULE SHALL NOT BE INTEGRATED 
WITH SALES MADE PURSUANT TO PARAGRAPH 
(9(1)(d) OF THIS RULE. 

(2) Commercial paper and promissory notes otherwise 
offered to existing scculity liolclcIS, C1l1p]OYccs, and all other 
tTattmrl persons are deemed to be offered to the public FOR 
PURPOSES OF DIVISION (G) OF SECTION 1707.02 OF 
THE REVISED CODE. -

Prior effective dates: 12/31/75 
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1301:6·3·03 Exempt transactions 

(A) Disposition of ICPOlt of sales itllplopetiy Illade uIldei 
di, isioii (0) 01 (Q) of section 1787.83 of the RCI ised Code. 
DEFINITIONS. 

FOR THE PURPOSES OF THIS RULE AND SECTION 
1707.03 OF THE REVISED CODE: 

(I) "BANK" SHALL HAVE THE MEANING SPECI· 
FIED IN DIVISION (0) OF SECTION 1707.01 OF THE 
REVISED CODE. -- -

(2) "ESCROW AGREEMENT" SHALL MEAN A 
WRITTEN INSTRUMENT ESTABLISHED BY A DEALER 
REGISTERED WITH THE SECURITIES AND EXCHANGE 
COMMISSION IN ACCORDANCE WITH THE STAN· 
DARDS SET FORTH IN 17 CFR 15C2-4(B), OR A WRIT­
TEN INSTRUMENT WHICH PROVIDES FOR THE 
ESTABLISHMENT OF AN ESCROW ACCOUNT WHICH 
SHALL BE SEGREGATED FROM ALL OTHER 
ACCOUNTS OF THE ISSUER AND ANY SECURITIES 
DEALER, ESTABLISHES PROCEDURES FOR THE 
PROMPT DEPOSIT INTO THE ESCROW ACCOUNT OF 
FUNDS RECEIVED FROM PURCHASERS, SPECIFIES 



THAT NO FUNDS WILL BE DISBURSED FROM THE 
ESCROW ACCOUNT UNTIL A MINIMUM STATED 
AMOUNT OF THE SECURITIES HAVE BEEN SOLD AND 
THE PROCEEDS HAVE BEEN DEPOSITED INTO THE 
ESCROW ACCOUNT, AND SPECIFIES A TERMINATION 
DA TE WHEN THE PROCEEDS HELD IN THE ESCROW 
ACCOUNT WILL BE RETURNED WITHOUT DEDUC­
TION TO THE PURCHASERS IF THE PROCEEDS FOR A 
MINIMUM STATED AMOUNT OF THE SECURITIES 
HA VE NOT BEEN DEPOSITED IN THE ESCROW 
ACCOUNT. 

(3) "MORTGAGE-BACKED SECURITY". SHALL 
MEAN INDEBTEDNESS, A PARTICIPATION IN INDEBT­
EDNESS, OR OTHER INTEREST IN INDEBTEDNESS 
SECURED BY A MORTGAGE LIEN UPON REAL 
ESTATE, OR A PARTICIPATION IN OR OTHER INTER­
EST IN A SYNDICATE, POOL, TRUSt, OR OTHER 
ENTITY CONSISTING OF INDEBTEDNESS SECURED 
BY A MORTGAGE LIEN UPON REAL ESTATE. 

(4) "RETAIL REPURCHASE AGREEMENT" SHALL 
MEAN INDEBTEDNESS ARISING FROM THE SALE OF 
A SECURITY OR POOL OF SECURITIES THAT IS A 
DIRECT OBLIGATION OF OR IS FULLY GUARANTEED 
BY THE UNITED STATES GOVERNMENT OR AN 
AGENCY THEREOF;-OR INDEBTEDNESS COLLATER­
ALIZED BY AN INTEREST IN A SECURITY OR POOL 
OF SECURITIES THAT IS A DIRECT OBLIGATION OF 
OR IS FULLY GUARANTEED BY THE UNITED STATES 
GOVERNMENT OR AN AGENCY THEREOF. -

(5) "TEN PER CENT OF THE INITIAL OFFERING 
PRICE" SHALL MEAN ONE TENTH OF THE NUMBER 
OF SECURITIES SOLD MULTIPLIED BY THE INITIAL 
OFFERING PRICE OF THE SECURITIE~; 

(B) CLAIMS OF EXEMPTION IN ACCORDANCE 
WITH DIVISION (0) OF SECTION 1707.03 OF THE 
REVISED CODE AND DIVISION (Q) OF SECTION 
1707.03 OFTHE REVISED CODE. -

(I) THE ISSUER SHALL FILE WITH THE DIVISION A 
REPORT OF SALES ON FORM 3-0 NOT LATER THAN 
SIXTY DAYS AFTER EACH SALE OF ANY SECURITY 
IN RELIANCE ON DIVISION (0) OF SECTION 1707.03 OF 
THE REVISED CODE. ALL SALES WITHIN ANY SIXTY­
DA YPERIOD WHICH HAVE NOT BEEN REPORTED ON 
A PRIOR FORM 3-0 OR FORM 3-Q MAYBE INCLUDED 
ON A SINGLE FORM 3-0. -

(2) THE ISSUER SHALL FILE WITH THE DIVISION A 
REPORT OF SALES ON FORM 3-Q NOT LATER THAN 
SIXTY DAYS AFTER EACH SALEOF ANY SECURITY 
IN RELIANCE ON DIVISION CQ) OF SECTION 1707.03 OF 
THE REVISED CODE. ALL SALES WITHIN ANY SIXTY­
DA YPERIOD WHICH HA VE NOT BEEN REPORTED ON 

'A PRIOR FORM 3-Q MAYBE INCLUDED ON A SINGLE 
FORM 3-Q. -

tt7 (3) When the division receives a form 3-0 or 3-Q which 
appearSlo be defective Oil its face, the division shall ~ notify 
THE claimant and shall allow not more than thirty days for the 
amendment of such I epOi t of sales. THE FORM. If such THE 
defects are remedied by amendlnent IN A TIMELY MAN­
NER, the notification FORM shall be deemed filed as of the 
date of the original filing. If such THE defects are not reme­
died by proper amendment, the division shall note on its 
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records that the notification FORM is defective and that no 
effective claim OF EXEMPTION has been made. 

ffl (4) If it shall subsequently appear upon WHERE THE 
DIVISION DETERMINES BY examination or otherwise that 
the alleged facts upon IV hieh an exemptiOll undct dil ision (0) 
01 (Q) of section 1787.93 of the Revised Code was claiIncd 
WCIC noneXistent at the Lhlie such elaini was lhade, 01 that 
existing facts ntIC hot stated which would ha., iiiade iInpossi 
ble a claim of exemption, INFORMATION REPORTED ON 
A FORM 3-0 OR FORM 3-Q IS INACCURATE OR 
INCOMPLETE, the division shall-so notify THE claimant and 
shall afford THE claimant an opportunity to appcdi bcfoiC thc 
di v ision to present such proof as he ma) IV ish to offer EST AB­
LISH that StI,,--n THE exemption was properly claimed. In the 
absence of satisfactory proof to the division that claimant was 
entitled to claim such exemption, the division shall make a 
finding that the facts necessary for claiming such exemption 
did not exist at the time such exemption was claimed and that 
the claim of exemption was null and void and of no effect 
when made. The division shall thereupon order its records 
endorsed in accordance with such finding. IF THE DIVISION 
DETERMINES THAT· AN EXEMPTION HAS BEEN 
IMPROPERLY CLAIMED, IT MAY TAKE ACTION IN 
ACCORDANCE WITH CHAPTER 1707. OF THE REVISED 
moo. - -

(B) POi the pal poses of di y isiohS (0) aud (Q) of section 
1707.03 of the Rc v iscd Code, "leIi pel CCIll of the initial 
uffctiug pI icc" IllcallS oile-tenth of the HUIltb'I of sccutiLics 
sold, iilUltiplicd by lite OffCZUlg pliee of such scculitics. 

(C) (1) rtO liceilsed salcsiiiall, Clilploycd by a licensed 
dealer, shall sell seedl itics under di y isioii (0) 01 (Q) of section 
1787.03 of the Revised Code except with the knowledge and 
pI iot W.ittCIl (0115(11[, and UIldci tIle sapel visioIl of tile ciiiplOj-

iiig dcalct. 

(2) The failull of a salcsIiian to obtain such pliOl wtincn 
consent shall in 110 liialillCI affect the availability of the CXCIllp­

Lion Lo ail issue!. 

tBJ (5) The issuer shall maintain or cause to be maintained 
books and records which reflect all material transactions 
involving the sale of cqtrity securities under division (0) of 
section 1707.03 of the Revised Code OR UNDER DIVISION 
(Q) OF SECTION 1707.03 OF THE REVISED CODE for a 
period of four years from the date of the last sale by the issuer 
under such THE claim of exemption. 

(6) FOR THE PURPOSE OF DETERMINING THE 
DATE OF SALE FOR DIVISION (0) OR (Q) OF SECTION 
1707.03 OF THE REVISED CODE, A SALE SHALL BE 
DEEMED TO HA VB OCCURRED ON THE LATER OF: 

(a) THE DATE THAT A SUBSCRIPTION AGREEMENT 
OR ITS EQUIVALENT, SIGNED BY THE PURCHASER,JS 
RECEIVED BY THE ISSUER OR THE DEALER, OR THE 
PURCHASER TRANSFERS OR LOSES CONTROL OF 
THE PURCHASE FUNDS, WHICHEVER IS EARLIER; OR 

(b) THE FIRST DATE OF DISBURSEMENT OF ANY 
PROCEEDS OF THE SALE OF THE SECURITIES WHICH· 
HA VE BEEN DEPOSITED DIRECTLY INTO AN ESCROW 
ACCOUNT WITH A BANK, THE DEPOSITS OF WHICH 
ARE INSURED BY THE FEDERAL .DEPOSIT INSUR­
ANCE CORPORATION AND WHICH IS NOT AN AFFILI­
ATE, SUBSIDIARY, OR PARENT OF THE ISSUER, 
UNDER THE TERMS OF A WRITTEN ESCROW AGREE-
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MENT. SIGNED BY THE ISSUER, THE BANI<; AS 
ESCROW AGENT, AND ANY DEALER pARTICIPATING 
IN THE OFFERING. 

(7) NO SALESMAN SHALL SELL SECURITIES IN 
RELIANCE ON AN EXEMPTION UNDER DIVISION (0) 
OR (Q) OF SECTION 1707.03 OF THE REVISED CODE 
OTHER THAN THROUGH OR WITH THE SALESMAN'S 
EMPLOYING DEALER. 

(E) The issuer shall file w illt the di v isioB of seeal ilics a 
ICPOil of sales Oil folIil 3-8 hot lateI thaIl sixLy days aftel each 
sale GraIl equity sccu.ilj nlldeI division (0) ofscctioll 1787.83 
of the Revised Code. All sales within such sixty-day period 
which have 110t been lcpoItcd Oil a plio! [OIlll 3-8 Ilia) be 
included ill such [OIlli 3-9. AIlY issuer claiii1ing this eXCliiptioll 
which is hot dOillicilcd iu this slate 01 whose principal place of 
business is outside this sLate shall file, along w itlt the fit st fOIliI 
3-0, ail inCvocablc written consent to SCI vice of process. Such 
COIiSCIIt shall be executed and acknowledged by an indi vidual 
duly author izcd to gi v c such COliSCIil, and shall state that 
u",l:vu..:J e~VH:Ub .... _t ..... f tL_ .... _1_ uf SLLIJiitic!CI 01 Claud cOlliIltit­
ted by the issuel in this stale iilay be .cOJlIiiieIlCed against the 
issuel ill the ploper COUI t of ailY county hi this state ill which 
the cause of action Inay alise, by SCI ving 011 the seeie!ai) of 
state any pI opel PIOCCSS 01 pleading authotizcd by the laws of 
this state. Such conseI1t shall stipulate that suth seI v icc of 
PIOCCSS Oil the secletarj of state shall be taken in all couils to 
be as valid diid binding as if seI vice had beeh i1lade upon the 
issuer itself. SCI \J icc of aliY process 01 pleadings Ilia} be Illade 

UPOil the sccrctaij of state by duplicate copies, Olle of which 
shall be filed iIi the office of the seCI ctal y of state, aud the 
othel illilliediaLely fOi warded by the secreta]y of state by eel ti­
ned BlaH to the principal place of business of such issuel or the 
last knowIi addless as showll Oil the [Ol1ii 3-0 (iled with the 
divisioIl. 

(C) CLAIMS OF EXEMPTION IN ACCORDANCE 
WITH DIVISION (0) OF SECTION 1707.03 OF THE 
REVISED CODE. 

fA (J) UIidC! di v isioIi (0) of scctiOii 1787.83 of the 
RcvisedCode, a1l AN issuer shall be entitled to Icasoiiably 
beheve PRESUMED TO HAVE EST ABLlSHED that a pur­
chaser is purchasing for investment, in the absence of informa- . 
tion to the contrary, when the issuer obtains a WRITTEN 
DECLARATION signed stateiliCiit Ii Olii BY the purchaser 
pIio( to putthasc wlieleiIl the putthaStI slates WHICH 
INCLUDES: 

.t17 (a) 'fhat he A STATEMENT THAT THE PUR­
CHASERis aware that no market may exist for the resale of 
snell THE securities: ; 

ffl (b) 'fhat he A STATEMENT THAT THE PUR­
CHASER is purchasing for investment and not for the distribu­
tion of snell THE securities: .:. AND 

ffl (c) 'fhat he A STATEMENT THAT THE PUR­
CHASERis aware of any and all restrictions imposed by the 
issuer on the further distribution of snell THE securities, 
including, but not limited to, any restrictive legends appearing 
on the certificate, required holding periods, stop transfer 
orders, or buy back rights of the corporation of seeOI ity OR 
THE holders OF ITS SECURITIES thereof. 

FailUIC LO obtain aIlY o~ all of the fOICgoiIig statciiiciits does 
hot Cleatc a prcsuIiiptioI1 of lack of iuyCStInCIiL intent. 

. .(61 (2) Solely fOi FOR the purpose of computing the total 
numberof purchasers und?r division (0) (2) of section 
1707.03 of the Revised Code, successive sales by an issuer to a 
single purchaser shall not be considered to be' sales to addi­
tio;;-al purcha~ers'. 

(II) The issue, 01 dealet shaH iliai.Hain Oi· c~use to be 
iliaiiIlaiIicd books alid ,ecolds which ieA,ct all ulatc,ial hans­
actions itlUohing the sale of sccdlilics dildel division (Q) of 
section 1787.83 of the Reyised'Code which ate patt of the 
saIlie eEfcling fOI a peliod of fOUl ·yeals aftel the,date of the 
last sale in that off cling. 

(I) Each dealeI involved ill the sale of secuIities dndel 
di vision (0) 01 (Q) of section 1787.83 of the Rev ised Code 
shall rIiaintain books and lecolds which leflect all Iuatelial 
transactions by such dealeI 01 affiliated saleslhen involving 
such seedl ities whieh ale pail of the sallie offcIiJ.lg £01 a pCliod 
of fOUl y em s aftcI the date of the last sale ih that offcting. 

(J) The issue] 01 dealer 'shall file with the di \l isioIl of setUI i­
ties a lepolt of sales 011 fGiin 3-Q not latel than sixty days aftci 
each sale ofa sccuIity dnde, division (V) ofSeClio1J ],8,.83 of 
the Revised Code. ~All sales within such sixty-day petiod 
which have not been Iepoitcd on a pliot fOHn 3-Q hiay be 
included in such fOun 3-Q. Any iSSUCI claiiliing this exehiptioil 
whith is hot. doniiciled in this state Oi whose pJincipai place of 
business is outside this state shall file, along with the filst fOlllJ 

3-Q, an iilevocablc wtiuen consent to sel yice of plveess. Such 
consent shall be executed and acknowledged by an individual 
duly authoi itcd to gi v e such consent, aild shall state that 
actiohs 510 W iilg oul of the sale of sccutities vi ft aud eOIiiIilit­
ted by the issuc, ill this state lila] be COIiilliCIlccd against the 
issuer ill the propel COUlt of any county in this staLe iii which 
the cause of action iila) aJise, by SCI v iug on the secletalY of 
state ailY plopeI plvcess Oi pleading aalirolized by the la~5 of 
this state. Such consenL shall stipulate that such SCI v icc of 
PIOCCSS OIi the secietai] of state shall be taken iIi all COUlts to 
be as yalid and binding as if ser vice had been Iliade Up01i the 
issuel itsc1f. SCi v icc of any pi oeess 0] pleadings Illay be 1I1ade 
upon the secletalY Of slate by duplicate copies, one of which 
shall be filed iIi dIe office of the secieLaty of state, aud the 
otlte1 hlilliediately fOI watded by the secletaly of state by ceIti­
fied iuaii to the plincipal place of business of such issueI, Oi 

the last known addlcss as shown 011 the fOlIn 3-Q filed with the 
di 9 isioll. 

(lC) POt the purpose of dctCIllIilliIlg the date of sale fOI 
division (0) 01 (Q) of section 1787.83 of the Reyised Code, a 
sale shall be decn)cd to ha vc oeeOl1 cd on the cal}icI of the datc 

(1) A subsctiptioIl agrCeI11eIil 01 its equi'taleIit is signed by 
the purchasel. 01 

(2) The purchaseI liaIisfcls 01 loses (DillIO} of the pUlthase 
fnttds7 

(D) ADDITIONAL EXEMPTIONS IN ACCORDANCE 
WITH DIVISION (V) OF SECTION 1707.03 OF THE 
REVISED CODE. -

tt7 (1) The sale by a bank iIiCOipolatcd 01 oIga11ilcd undei 
the lawS-of this state Oi of the United States, a subsidiary 
thereof OF A BANK, or a service corporation owned by and 
organized to provide -services to one or more such banks, of 
retail repurchase agreements is exempt pursuant to division 
(V) of section 1707.03 of the Revised Code. As used in this 
lulc, ''tetail lepuI(hase agleeliieilt" nitans indebtedness atis-
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ing flOI .. the sale of a security titat is a direct obligation of 01 

all obligatioil fully guaranteed by the Unitcd States govCiIi­

flieht 91 ail agency thereof, 01 all intciest iii a pool of such 
sec uri tics, 01 iIidebtedness collatcralized by ail h~tercst iIl a 
seeatity tliat is a dilcet obligatioii of 01 ail obligation fully 
guaiailteed by tlte United .States govel1li11cilL 01 ail agenty 
the.leof, 01 a pool of such secuJitics. "Bank" shall havc the 
liieaniilb, specified iii di vision (0) of section 1787.81 of the 
Rev ised Code. 

tM7t+7 (2) The sale by a bank iucolpmated Vi mgailized 
uudei the laws of this state 01 of the United Stales, a subsidiary 
thereof OF A BANK or a service corporation owned by and 
organized to provide services to one or more such banks~ of 
mortgage-backed securities is exempt PURSUANT TO DIVI­
SION (V) OF SECTION 1707.03 OF THE REVISED CODE. 
As usct:l iIi this 1 ule, "IiIOI Lgage-backed secuI it}" Illealls 
indebtedncss 01 a padicipatioIl 01 othCI iuteIcst iii indebtedncss 
seGuted by a iIloilgagc lien upon lcal estate, 01 a paIticipatioil 
01 olitel iIltciest in a syndicatc, pool, 11 USl, 01 ollic. cntity 
consisting of indcbtedIlcss sccurcd by a Iliollgagc lien upon 
leal estatc. "Bank" shall have the Hlean.ing specificd iIi divi­
SiOii (0) of section 1707.01 of the RCiised Code. 

ffl (3) The sale of any security, THE ASSETS OF WHICH 
MA Y ALSO INCLUDE CASH OR OTHER OBLIGATIONS 
BACKED BY THE FULL FAITH AND CREDIT OF THE 
UNITED STATES GOVERNMENT TO A MAXIMUM OF 
TWENTY-PER CENT OF THE TOTAL ASSETS OF THE 
SECURITY. representing directly or indirectly a fractional 
interest in a pool of FHA-insured or V A-guaranteed first mort­
gage loans guaranteed by the full faith and credit of the United 
States government (commonly referred to as GNMA-backed 
securities or GNMA pass-through securities) pursuant to divi­
sion (G) of section 306 of the Nation Housing Act of 1934, as 
amended, is exempt pursuant to division (V) of section 
1707.03 of the Revised Code. In addition to fllA-insUied Vi 

\'A-ouaraIltccd fiIsl 1l10Itgaoc loans, up to twenty pel cent of 
tlie assets lepleseilled by thc security lilay consist of cash 01 

olitel full faith alid Ci edit obligatioJls of tlte UIlited Slates 
go veIililICnL. 0 W BCi ship of OPil\fA pass-tlnough ccttificatcs ill 

otlICI qualified pools is also pel IBiLLed. 

ffl (4) The sale of any security representing directly or 
indirectlY a fractional interest in a certificate of deposit or a 
pool of certificates of deposit is exempt pursuant to division 
(V) of section 1707.03 of the Revised Code, provided THAT: 

(a) The certificates of deposit are issued by a statc-or 
nationally didl tCIcd bank with assets of two billion dollars or 
more and the bank is in compliance with the iUlcs and legula­
lions .of tlie chal tel iug agency aud aay agency 01 perSOll 
lltiOU,:,h whicli deposits of the bailk aie insurcd; 

(b) If a pool. no more than ten per cent of the pool's assets 
may be invcsted in the certificates of deposit of anyone bank; 
and 

(c) The total expenses of SALE, issuance and distribution 
OF THE SECURITIES do not exceed three per cent of the 
gross proceeds of the SALE OF THE SECURITIES offering. 

"'BalIk" slhtll have the illCJl1ilig specified iii division (0) of 
SCCLioii.1787.01 of the Revised Code. 

tN7 (5) The sale of any security pursuant to a pension plan, 
stock plan, profit-sharing plan, COMPENSATORY BENEFIT 
PLAN or similar eillployee plan is exempt pursuant to divi­
sion (V) of section 1707.03 of the Revised Code if: 

ffl (a) The ~ SECURITY IS SOLD PURSUANT TO 
A PLAN qualified under sections 401 to 4+5 425 of the Inter­
nal Revenue Code of t954 1986; or 

ffl (b) THE SALE OF THE SECURITY IS EXEMPT 
FROMTHE PROVISIONS OF SECTION 5 OF THE 
SECURITIES ACT OF 1933 BECAUSE IT MEETS THE 
EXEMPTION SET FORTH IN RULE 701 OF THE SECURI­
TIES ACT OF 1933 plan is qualified Dndu sections 421 and 
425 of the IHteiilal ReiCHue Code of 1954 and ANY COM­
MISSION, DISCOUNT OR OTHER REMUNERATION 
PAID OR GIVEN FOR THE SALE OF THE SECURITY IN 
THIS STATE IS PAID OR GIVEN ONLY TO DEALERS OR 
SALESMEN LICENSED BY THE DIVISION; OR palticipa-
tion in the plan is hot 1l1andatorj. OR -

ffl (c) THE SECURITY IS EFFECTIVELY REGIS­
TEREDUNDER SECTIONS 6 TO 8 OF THE SECURITIES 
ACT OF 1933 AND IS OFFERED AND SOLD IN COMPLI­
ANCE WITH THE PROVISIONS OF SECTION 5 OF THE 
SECURITIES ACT OF 1933. 

teJ (6) The sale of a warrant, SUbscription right, or option 
to purchase a security exempted by division (E) of section 
1707.02 of the Revised Code or the sale of a unit consisting of 
such a warrant, subscription right, or QPtion WHICH IS 
EXEMPT UNDER DIVISION (E) OF SECTION 1707.02 OF 
THE ~VISED ~ODE ptns AND a security exempted by 
EXEMPT UNDER division (E) of section 1707.02 of the 
Revised Code is exempt pursuant to division (V) of section 
1707.03 of the Revised Code if IT IS SOLD the sale is made 
by a licensed dealer. 

Prior effective dates: 8/23/85, 10/26/84, 4/1/83, 1O/23n9, 
12/31n5 
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1301:6-3-06 Transactions registered by description 

(A) Requitclliellts fOi r~tai1iing salc~ IllatcIial. 

;\:11 dealels and iSSUCJS selling their own secutitics shall 
lctain fOI a period of thlee yeaIs EJOIn the date of last usc, Oile 
Cupy of any prospectus, citcaiar, advtIlisCIIlcnt vi litCi3tUiC 
used iii connection n itlt the orfeting fOI sale of auy seeutily. 

(8) CeileIdl integlation standmds fOI legisltatioh undc] sec 
lioil 1707.06 of the Revised Code. 

(1) '"then all issucr, pOI saant to the pi 0 v isioIlS of Lht- Ohio 
Secatilics Act, has issued sec uti tics iii exchange fOI intangi­
bles as defiIied iIi division (L) of sectio11 1787.81 of the 
Reviscd Code, and witlihl six IiIOIllhs files a Icgisliatioll by 
descIiption pUlsuailt to division (A)(l) of section 1787.86 of 
the Revi3ed Code, the dhisi.vn [lta, si1spend the IegistIation b, 
dcscIiptioIl 01 if the plotection of investols will be assuled, 
ilia) peIInit ail eSCIOW of scculitics issued fOI such intangibles 
UpOii ttl IllS aud conditions satisfactolj to the division. 

(2) \Vlten a rcgishation by description pUlsuant to section 
1787.86 of the Revised Code is filed with ICSpcct to secuIities 
to be sold fOI aIlY iterns of cOllsideIation othcl than cash, theIe 
shall be filed with such registration by desctiption a SWOlJi 
appraisal b, a cOiilpetcIlt, disintelested apPlaiscl 01 such othel 
ploof as illay be available with lespect to the dollru 'Jalo, of 
such consider atiOIl. If the di v is ion finds that the seedl Hies will 
be sold Oil glOSS}, Qnfah tel hiS 01 in such I1lanne1 as to deceive 
01 defraud 01 tend to deceive 01 defraud pdlchasels 01 scIlels, 
the division shall suspend tlte legistIatioIl by description, 01, if 
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the PIOICClioil of iIl"esLols will be assuled, ilia) peIIilil ail 
eSCION of seeal ilics issaed [01 such itcHis o[ cOlisidelatioIi 
otiteI than cash upon tCi 1115 and conditions satisfaetoi y to the 
di" isioJl. 

(3) PUISUUIit to section 1787.13 of the Revised Code, the 
divisioil lila} suspeild any legisliatioIl by deseliplioII when the 
issueI has sold seeuI i tics iii v iolatioii of thc Ohio SecuIities 
Act ahd has hot lctioactivcly qualificd thosc sccUlitics pUlSU­
ant to section 1787.39 of the Rcvised Codc. 

(4) 'yVlteIl the issac, lias sold secal itics iii v iolatioll of thc 
Ohio SccuJitics Act IliOIC thaIi Litice ycals pliol to auy Iegisha­
lioil by dCSCI iptioll, lhe issucr shall supply thc follow iilg sup­
picIliciital iufol Illatio1l. 

(d) Thc total liuriibeI of PCl SOilS to w hUIlI such sceUl ities 
wele originally sold. 

, (b) The cOiisidclatioIl lecci"ed by the iSSUCI fal such seeUI­
ilies, showiilg iIi detail nhethel such considcration was iii cash 
at in PlOpCIly or SCI vices, and if iii plopCIlj 01 SCI vices, the' 
.. ~t~ .... , .. .J ... _ ~ .. J J_ .. ",O& :!"'t: ...... t!._ ........ f. 

(c) The total IlUIIlbcI of each type of secu!itics outstanding. 

(C) Division plOccdUlC· upon filing of lcgishations by 
dcscl iption. 

A It:oisbatioll statclllCllL presented to the division for·the 
pUlpose of legistctiIig sccutitics 01 hansactioIls by dcscription, 
V\l ill be cXdiiiincd as to fOI Iii PlOlilpLly upaIl its· IeceipL 

(1) A certificate of ackilowledgelliellt will be PIOIliptly 
issucd unless tlte legishatioIi by de.scliptiaIl is deficielit. 

(2) If thc lcoistI atiOll by dCSCl iption is dcficiclit, thc di v i-
sian shall lequest the issue) to file all aIllelldllleilt w ithiIi thil ty 
days. If tlte issueI fails to file such ariielidillcnt, the di vision 
shall notify the issucI that the legistIation by dcsctiptiall .is 
deficient and iIlelioiblc [01 Icgishatioll faI failuIC to CGIliplj 
with scction 1787.88 of thc Rev iscd Codc. 

(3) If the lcoislialioll by cicsetiptiol. appeals to COt lip}) wiLh 
the IcquiteIllcilts of sectioli 1707.88 of the RCvised Code, but 
thc di vision 1 CqUil CS fUi thCi cxplanation, thc di, ision shall 
notify thc iSSUCl and Oldcl thc submission of supplemcntal 
infOllllation. If such division OidCl is 110t complied with within 
thilly days, the registration by desctiptioll shall be suspeIided 
fOi failUic to comply with a division Oidcl. 

(D) AliicIidIllellts to rcgisltatiGn by desctiptioli. 

(1) A lcgisliatioil by descIiptioii iilay be antended hi oldel 
LO COllect C110lS 01 ot1lissiOilS iIi the application. Such JlilCIld­
lIients shall be Iilade iJl .Lhe following iilalilieI. 

(a) Vllte!e llUilletOUS ellOls die to be cOllected, the issuel 
shall file a hew PIOPCtly cOlilpletcd application. Such hew 
filing shall be llldlked "AiiiClidl1ienL. " 

(b) 'yVlteic isolated elIOtS alC to be cOllected, the issuel 
shall file a suppleIilCiilal application, pioped) sigHed and veri: 
[jed, COIHplctiilg OIlly those itClilS to be cOdeeted, and the 
nalJie and add.ess of the issueI. Such fouH filed shall be 
Illalked "AI11endIilel.L" 

(2) rio additiolial fcc is requited exccpt whch thc 01 igiIlal 
fcc paid was deficient. 

(3) PUt pOlled aIiicndliiclits relating to IiiattcIs wltkh ale dol 
pmpcdy thc subjcct of amcndmcnt, such as a changc in thc 
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plan of sale OI in tltc lei ms and conditions upon which sccuti 
tics ale to be sold, alc not pClInitted by section 1787.88 of the 
Reviscd Codc and dlC inopclativc. 

description, the issueI shall advise the division of. 

(a) Auy advelse Hlaterial changes in the financial status of 
the issuel, 

(b) Au) iJiatc'rial change iIi the ploposed usc of the plO­
eceds c;>f an issuc, 

(c) Any citange in the idenlity of the gcnetal pm·tnel iIi a 
liIiiitcd pal tIle I ship IcgistIation, 

(d) The oecullence of an) event 01 sedes of cvents which 
have caused ali) stateIiiCIit containcd in a prospectus or circu­
lar to be. false or misleading in any material respect. 

EVERY REGISTRATION BY DESCRIPTION FILED 
WITH THE. DIVISION PURSUANT TO SECTION 1707.06 
OF THE REVISED CODE SHALL BE FILED ON AN 
APPROPRIATE DIVISION FORM. A REGISTRATION BY 
DESCRIPTION INTENDED TO COMPLY WITH DIVI­
SION (A)(I) OF SECTION 1707.06 OF THE REVISED 
CODE SHALL BE FILED ON A DIVISION FORM 6(A)(1), 
A REGISTRATION BY DESCRIPTION INTENDEDTO 
COMPLY WITH DIVISION (A)(2) OF SECTION 1707.06 
OF THE REVISED CODE SHALL BE FILED ON A DIVI­
SION FORM 6(A)(2), A REGISTRATION BY DESCRIP­
TION INTENDED-TO COMPLY WITH DIVISION (A)(3) 
OF SECTION 1707.06 OF THE REVISED CODE SHALL 
BE FILED ON A DIVISION FORM 6(A)(3), A REGISTRA­
TION BY DESCRIPTION REPRESENTING AN OFFERING 
OF OIL AND GAS INTERESTS INTENDED TO COMPLY 
WITH DIVISION (A)(3) OF SECTION 1707.06 OF THE 
REVISED CODE SHALL BE FILED ON A DIVISION 
FORM 6(A)(3)-OG, AND A REGISTRATION BY 
DESCRIPTION INTENDED TO COMPLY WITH DIVI­
SION (A)(4) OF SECTION 1707.06 OF THE REVISED 
CODE SHALL BE FILED ON A DIVISION FORM 6(A)(4). 
THE REGISTRATION BY DESCRIPTION SHALLBE 
ACCOMPANIED BY ANY ADDITIONAL EXHIBITS, 
REQUESTED BY THE DIVISION FOR THE PROTECTION 
OF INVESTORS, AND THE FOLLOWING EXHIBITS, AS 
NECESSARY: 

(1) WHERE THE ISSUER HAS ENGAGED IN OPERA­
TIONS FOR NINETY DAYS OR MORE PRIOR TO THE 
DATE OF THE FILING OF THE REGISTRATION BY 
DESCRIPTION WITH THE DIVISION, A CURRENT 

(E) Di v isioIl Ilia} rcquite balance sheet and plofit and loss 
state111Cllt. 

Unless thc issuc! 01 its plcdecessol has eIigaged ill opcla-
tions less than ninety day S pI iOI to filing a I egish atioil by 
dcsctiptioIl, the issue. shall attach a eopy of the issder '3 bal­
ance sheet with appropriate footnotes and a profit and loss 
statement for the last quat ted) accounting pctiod ISSUER, 
either audited BY A PUBLIC ACCOUNTANT or attested to 
by an executive .officer or general partner OF THE ISSUER. 

(F) The !=1iv isioIl shall I equit c the ad ~ aIlce SUbIllissioii and 
approval of all adgeItising to be utilized in cOllhection with the 
sale of sccutitics Icgisteled by dcscliption. 

WhcncvcI statcmcnts WHEN ANY BALANCE SHEET 
OR PROFIT AND LOSS STATEMENT prepared by an inde-



pendent PUBLIC accountant are IS to be used in connection 
with an offCIing cileulJI 01 othCI ad,CItising, ANY REGIS­
TRA TION BY DESCRIPTION, the di, ision shall require that 
the issuCI fUIiiish to the di, isiVil a letter from stICh THE PUB­
LIC accountant consenting to the use of the statements BAL­
ANCE SHEET OR PROFIT AND LOSS STATEMENT by 
the issuer in all cffoll [0 obtain iIivcstOIS SHALL BE 
A IT ACHED TO ANY BALANCE SHEET OR PROFIT 
AND LOSS STATEMENT; AND 

(2) WHERE THE AGGREGATE AMOUNT ·OF THE 
SECURITIES TO BE REGISTERED BY DESCRIPTION 
EXCEEDS TWO HUNDRED FIFTY THOUSAND DOL­
LARS, OR WHERE THE SECURITIES TO BE REGIS­
TERED BY DESCRIPTION REPRESENT INTERESTS IN 
OIL AND GAS, AN OFFERING CIRCULAR PREPARED 
IN ACCORDANCE WITH PARAGRAPH (D) OF THIS 
RULE; -

(3') WHEN THE ISSUER HAS SOLD SECURITIES IN 
VIOLA TION OF THE OHIO SECURITIES ACT NOT 
MORE THAN THREE YEARS PRIOR TO THE REGIS­
TRATION BY DESCRIPTION, 

(a) THE TOTAL NUMBER OF PERSONS TO WHOM 
THESECURITIES WERE ORIGINALLY SOLD, 

(b) THE CONSIDERATION RECEIVED BY THE 
ISSUER FOR THE SECURITIES, SHOWING IN DETAIL 
WHETHER THE CONSIDERATION WAS IN CASH OR IN 
PROPERTY OR SERVICES, AND IF IN PROPERTY OR 
SERVICES, THE NATURE, VALUE AND DESCRIPTION 
THEREOF, AND 

(c) THE TOTAL NUMBER OF EACH TYPE OF SECUR­
ITIES OUTSTANDING; 

(4) ONE COPY OF ANY OFFERING CIRCULAR, PRO­
SPECTUS, ADVERTISING, SALES LITERATURE, OR 
OTHER WRITING TO BE USED IN CONNECTION WITH 
THE OFFERING OR SALE OF THE SECURITIES REGIS­
TERED BY DESCRIPTION. 

(B) THE DIVISION SHALL PROMPTLY EXAMINE 
EVERY REGISTRATION BY DESCRIPTION FILED WITH 
IT AND SHALL ISSUE A CERTIFICATE OF ACKNOWL­
EDGEMENT WHEN IT DETERMINES THAT THE 
DESCRIPTON CONFORMS TO THE REQUIREMENTS OF 
AND IS ACCOMPANIED BY THE APPROPRIATE FEE 
REQUIRED BY SECTION 1707.08 OF THE REVISED 
CODE. -

(C) NO DEALER OR ISSUER SELLING ITS OWN 
SECURITIES SHALL USE ANY PROSPECTUS, OFFER­
ING CIRCULAR, ADVERTISING, SALES LITERATURE, 
OR OTHER WRITING IN CONNECTION WITH THE 
OFFERING OR SALE OF ANY SECURITIES REGIS­
TERED BY DESCRIPTION UNLESS THE PROSPECTUS, 
OFFERING CIRCULAR, ADVERTISING, SALES LITERA­
TURE, OR OTHER WRITING HAS FIRST BEEN 
APPROVED BY THE DIVISION. ALL DEALERS AND 
ANY ISSUER SELLING ITS OWN SECURITIES SHALL 
RETAIN ONE COPY OF ANY PROSPECTUS, OFFERING 
CIRCULAR, ADVERTISING, SALES LITERATURE, OR 
OTHER WRITING WHICH IT HAS USED IN CONNEC­
TION WITH THE OFFERING OR SALE OF THE SECURI­
TIES REGISTERED BY DESCRIPTION FOR A PERIOD 
OF THREE YEARS FROM THE DATE OF LAST USE OF 
THE PROSPECTUS, OFFERING CIRCULAR, ADVERTIS­
ING, SALES LITERATURE, OR OTHER WRITING. 

f6t (D) An offcling eheulru is requhed [Vi any legishation 
by dcsc'i1jAioll filed pUiSUaiJl to seelio •• 1787.86 of the RC\liscd 
Code wheIC WHERE the aggregate amount of the offering 
SECURITIES-TO BE REGISTERED BY DESCRIPTION 
exceeds two hundred AND fifty thousand dollars 1md OR 
WHERE THE SECURITIES TO BE REGISTERED BY 
DESCRIPTION REPRESENT INTERESTS IN for-att oil lind 
gas, inte. csts sold pdl SdAil! to a I cgistt alioIl by dCSCI iption filed 
pUIsuaIlt to section 1787.86 of the Revised Code. At a nIini .. 
i1iUili the ISSUER AND DEALER SHALL, PRIOR TO THE 
EARLIER OF THE SIGNING OF A SUBSCRIPTION 
AGREEMENT OR ITS EQUIVALENT OR THE TRANS­
FER OF CONTROL OF THE PURCHASE FUNDS FROM 
THE PURCHASER, DELIVER AN offering circular WHICH 
shall contain the following information TO EACH PUR­
CHASER OF THE SECURITIES REGISTERED BY 
DESCRIPTION: 

(1) Name THE ISSUER'S NAME and address;-of-the 
issncr, the ITS type of business entity, the state or jurisdiction 
of ITS incorporation or formation, and the date of ITS incorpo­
ration or formation7 on the o~tside front cover pagei. 

(2) The OFFERING PRICE TO THE PUBLIC, DIS­
COUNTS OR COMMISSIONS TO DEALERS, AND PRO­
CEEDS TO THE ISSUER SHALL BE PRESENTED foItcrw: 
;"'inH>g-iimilftofomulTtil:ttatit-iolnii in tabular form on the outside front cover 
pagei of-the 

Offering "riee 16 

~ 
Untlef'h riling 
QiSGellRlli ef 
GemmissieRs 

Preeeefis '8 iSSI::I8F er 
etlll:r per~gR~ 

(3) ~ THE AMOUNT of securities to be offered 
FOR SALE, THE aggregate offering price to the public, THE 
aggregate underwriting discounts or commissions, THE 
amount of expenses of the issuer, :md THE amount of 
expenses to OF the underwriters to -be borne PAID by the 
issuer, and the aggregate proceeds. If the securities are not to 
be offered for cash, state A DESCRIPTION OF THE CON­
SIDERATION TO BE PAID FOR THE SECURITIES on the 
outside front cover page; the basis upon which the uffcIing is 
to be I1lade. -

(4) DcscIibc A DESCRIPTION OF the method by which 
the offering Ts-to -WILL be made and, if tlte o[b iilg is to be . 
Illade Llnough all tindel wlitCI, ualliC and addlcss THE NAME 
AND ADDRESS of undCI wlitCI EVERY DEALER PARTICI­
PATING IN THE OFFERING, SPECIFYING THE EXTENT 
and amount of participation of each undeI MitCI DEALER, 
AND indicating the nature of any material relationships 
RELATIONSHIP between THE issuer and undCIwlitCI. ANY 
DEALER;. 

(5) Stateillent A STATEMENT SPECIFYING of pUiposes 
for THE PURPOSES FOR which the proceeds of the sale of 
THE securities REGISTERED BY DESCRIPTION will be 
used and the amount to be used for each purpose, indicating 
the present intention OF THE ISSUER; with respect to the 
order of priority in which the proceeds -will be used for-thc 
PUipOSCS,! 

(6) DesCi iptioil A DESCRIPTION of the backgLOuild 
EXPERIENCE and expertise of the issuer in the particular 
business which is the subject of the offering7i. 

(7) Description A DESCRIPTION of the significant risk 
factors RISKS inherent in the particular offering7i 

(8) DeSCI iptioIl ~ DESCRIPTION of THE securitieS7i 
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(9) DeSCI ipLioii A DESCRIPTION of THE PARTICULAR 
business: which is the subject of the offering, WHICH SHALL 
INCLUDE THE NATURE AND PRINCIPAL MARKET 

(a) NatUIe of THE issuer's present or proposed products or 
services, tlte pi iIlcipal IItalkcl, dild the length of time the issuer 
has been in commercial production: OF THE PRESENT OR 
PROPOSED PRODUCTS OR SERVICES, THE LOCATION 
AND OWNERSHIP INTEREST OF THE ISSUER IN REAL 
PROPERTY. PATENTS, AND 

(b) Locatioii.aiid chalacter of plaiits VI other physical prop­
erty now held or to be acquired BY THE ISSUER, and the 
MANNER IN WHICH ANY mtme of titlc. -

tcTFor new invention or process, state how it is to WILL 
be used, and IV hcther co v el cd by patent. Identify VI ith applo­
pri"lte THE scrim APPLICATION OR REGISTRATION num­
bers: OF ANY APPLICABLE PATENTS! 

(10) Specify the folio VI in",. A SUMMARY OF THE 
BACKGROUND, HISTORY, AND COMPENSATION OF 
THE PRiNCiPALS, OFFiCERS, DiRECTORS, AND GEN­
ERAL PARTNERS OF THE ISSUER AND HOLDERS OF 
TEN PERCENT OR MORE OF THE SECURITIES OF THE 
ISSUER, WHICH SHALL INCLUDE~ 

(a) Names THE NAMES and residence addresses of all 
PRINCIPALS, officers, and- directors, GENERAL PART­
NERS, and ten per ceil! shareholders of the issuer. , AND 
SIMILAR INFORMATION REGARDING ALL PROMOT­
ERS If IF the issuer was incorporated or organized VI ithin the 
hm LESS THAN ONE year; give StUtaa, illfo,,,talion as to all 
PiOiiiOtCiS. PRIOR TO THE DATE OF THE REGISTRA­
TION BY DESCRIPTION;, 

(b) A"gle",ate THE AGGREGATE annual remuneration of 
all PRINCIPALS~ directors, GENERAL PARTNERS and 
TEN PER ·CENT SHAREHOLDERS OF THE ISSUER 
officers AND OF THE THREE HIGHEST PAID OFFICERS 
OF THE ISSUER as a group for the last year PRECEEDING 
THE DATE OF THE FILING OF THE REGISTRATION BY 
DESCRIPTION; and aIlIiuallclllUliclatioIi of each of the tlnce 
highest paid OfflCCIS of the issue! [01 the last jeat. 

(c) Deser ibe all ALL direct and indirect int<;rests (by seet:tr-" 

Tty SECURITIES holdings or otherwise) of each PRINCIPAL, 
officer, director, GENERAL PARTNERl or promoter: -

(i) In the issuer or its affiliates and: 

(ii) In any material transactions within the past two years 
PRIOR TO THE DATE OF FILING OF THE REGISTRA­
TION BY DESCRIPTION or in any iiiaW ial proposed 
MATERIAL transactions to which the issuer or any of its 
predecessors or affiliates was or is to be a party. 

(d) If the issuer was incorporated or organized within the 
last three years, state the PRICE PAID FOR AND THE per­
centage of outstanding securities of the issuer which will be 
held by directors, officers and promoters, as a group, and the 
PRICE PAID FOR AND THE percentage of =It securities 
which will be held by the public, if all of the securities to be 
offered are sold;; and the Icspcctivc aIilOUllls of cash paid by 
this group and tile public. 

(11) Financial slalcliiCiils Iilusl be PIO y ided. lllCse state­
liiCIilS need not be certified by a ceaiRed public accountant but 
they must be A DESCRIPTION OF THE FINANCIAL CON­
DITION OF THE ISSUER AUDITED BY AN INDEPEN-

DENT CERTIFIED PUBLIC ACCOUNTANT OR verified 
tas true in all material -aspects] within the actual knowledge 
and belief of the veIifiel, the chief financial officer of the 
issuer. WHICH SHALL INCLUDE: 

(a) B-atancc A BALANCE sheet as of a date within NO 
MORE THAN nmety days prior to the filing of the application 
for registration by description; AND 

(b) StatcIiICIilS A STATEMENT of income and slalciilCiils 
A STATEMENT Of other sharehQlders' equity shall be fuI­
trished for the two years prior to the date of the balance sheet 
piOvided in the pataglaph (6)(ll)(a) abOve, or for the period 
of the issuer's existence, if less than the period specified 
above-: TWO YEARS; AND 

f< 
(12) For ofb ings of oil and gas interests onty: 

(a) InfOiiliation on the THE sponsor's production history, 
including well locations, initial production, CUMULATIVE 
PRODUCTION, investor cost VCISUS COSTS IN RELATION 
TO investor payout IN CONNECTION WITH WELLS 
WHiCH ARE ON THE SAME LEASES AS THE PRO­
POSED WELL LOCATIONS OR ON LEASES ADJACENT 
TO THE PROPOSED WELL LOCATIONS, and dry holes 
drilled; 

(b) The ailiount of administrative costs, including salary 
and overhead expenses, to be borne PAID from the proceeds 
of the offering; -

(c) The source and amount of any additional funds tcrbc 
scenrcd for drilling the well OR WELLS WHICH ARE THE 
SUBJECT OF THE SECURITIES REGISTERED BY 
DESCRIPTION; 

(d) Complete information on REGARDING any dlj hole 
money PAID OR to be paid TO ANY PERSON; 

(e) All appIVpIiate and AN ACCURATE SUMMARY OF 
THE material STATE AND-FEDERAL tax considerations rel­
evant to a decision to invest in the offering; 

(f) Infolluatioil Oil AN ACCURATE SUMMARY OF THE 
IMPACT ON THE OFFERING OF oil and gas regulation, 
illcluding, but hot lintiled to a yailabililj of illdlkcls and pric= 
ingz AND MARKET FACTORS; 

(g) -A: ~N ACCURATE summary of all material contracts; 

(h) -A: ~N ACCURATE summary of the geologist's 
opinion; 

(i) An opinion of counsel as to the validity of the lease; 

0) Iiifouiiation on all founs of AN ACCURATE SUM­
MARY OF THE compensation paid Or to be paid to the spon­
sor or affiliates including, but not limited to, profits on drilling, 
revenue interests, TRANSPORTATION, overriding royalties 
and operating fees; and -

(k) 5tteh ANY other infonnation, lioL CllUll1Clatcd herein, 
included INCLUDING BUT NOT LIMITED TO THOSE 
ITEMS SET FORTH IN within the oil and gas guidelines as 
sct-forth PUBLISHED in the October, 1973 issue of the Ohio 
securities bulletin, or as the division may OTHERWISE 
require. 

(E) PURSUANT TO SECTION 1707.13 OF THE 
REVISED CODE, THE DIVISION MAY SUSPEND ANY 
REGISTRATION BY DESCRIPTION WHERE: 
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(1) THE ISSUER HAS SOLD SECURITIES IN VIOLA­
TION OF THE OHIO SECURITIES ACT AND HAS NOT 
RETROACTIVEL Y Q-UALIFIED THOSE SECURITIES 
PURSUANT TO SECTION 1707.39 OR 1707.391 OF THE 
REViSED CODE; 
- -

(2) THE ISSUER HAS ISSUED SECURITIES IN 
EXCHANGE FOR INTANGIBLES OR FOR CONSIDERA­
TION OTHER THAN CASH WITHIN SIX MONTHS OF 
THE DATE OF FILING OF THE REGISTRATION BY 
DESCRIPTION AND HAS NOT SUBMITIED A SWORN 
APPRAISAL BY A COMPETENT, DISINTERESTED 
APPRAISER OR OTHER PROOF AS THE DIVISION MAY 
REQUIRE TO ESTABLISH THE DOLLAR VALUE OF 
THE CONSIDERATION. IF THE DIVISION FINDS THAT 
THE PROTECTION OF INVESTORS WILL BE ASSURED, 
IT MA Y PERMIT AN ESCROW OF SECURITIES ISSUED 
FOR INTANGIBLES CONSIDERATION OTHER THAN 
CASH; 

(3) THE PERSON WHO FILED THE REGISTRATION 
BYDESCRIPTION HAS FAILED TO PROVIDE THE DIVI­
SiON WiTH SUPPLEMENTARY INFORMATiON AS 
REQUIRED BY PARAGRAPH (F) OF RULE 1301:6-3-06 
OF THE ~DMINISTRA TIVE ~ODE; 

(4) THE ISSUER, INCORPORATORS, OR DEALER 
HAS-FILED A REGISTRATION BY DESCRIPTION 
WHICH DOES NOT COMPL YWITH THE PROVISIONS 
OF SECTION 1707.08 OF THE REVISED CODE AND THE 
ISSUER, INCORPORATORS,-OR DEALER HAS NOT 
AMENDED THE REGISTRATION BY DESCRIPTION IN 
COMPLIANCE WITH SECTION 1707.08 OF THE 
REVISED CODE IN RESPONSE TO A NOTICE OF DEFI­
CIENCy.TRANSMITIED TO THE ISSUER, INCORPORA­
TORS, OR DEALER; OR 

(5) THE REGISTRATION BY DESCRIPTION APPEARS 
TOTHE DIVISION TO COMPLY WITH THE PROVI­
SIONS OF SECTION 1707.08 OF THE REVISED CODE, 
BUT THE DIVISION HAS REQUESTED ADDITiONAL 
INFORMATION TO CLARIFY THE REGISTRATION BY 
DESCRIPTION FOR THE PROTECTION OF INVESTORS 
BY A LETTER SENT CERTIFIED OR REGISTERED 
MAIL, RETURN RECEIPT REQUESTED, TO THE 
ADDRESS SHOWN ON THE REGISTRATION BY 
DESCRIPTION BY THE ISSUER, INCORPORATORS, OR 
DEALER, AND THE ISSUER, INCORPORATORS, OR 
DEALER DOES NOT PROVIDE THE ADDITIONAL 
INFORMATION REQUESTED THEREBY WITHIN 
THIRTY DAYS OF THE DATE OF MAILING OF THE 
LEITER REQUESTING ADDITIONAL INFORMATION. 

(F) DURING THE EFFECTIVENESS OF A REGISTRA­
TION BY DESCRIPTION, THE ISSUER, INCORPORA­
TORS, OR DEALER WHO· FILED THE REGISTRATION 
BY DESCRIPTION SHALL PROMPTLY NOTIFY THE 
DIVISION OF: 

(I) ANY ADVERSE MATERIAL CHANGE IN THE 
FINANCIAL STATUS OF THE ISSUER; 

(2) ANY MATERIAL CHANGE IN THE PROPOSED 
USEOF THE PROCEEDS REPORTED IN THE REGIS­
TRATION BY DESCRIPTION; 

(3) ANY CHANGE IN THE IDENTITY OF THE PRINCI­
PALS, GENERAL PARTNER OR OFFICERS OF THE 
ISSUER; OR 

(4) nli#(4) THE OCCURRENCE OF ANY EVENT OR 
SERIES OF EVENTS WHICH WOULD CAUSE ANY 
STATEMENT CONTAINED IN: THE REGISTRATION BY 
DESCRIPTION, PROSPECTUS OR OFFERING CIRCULAR 
TO BE FALSE OR MISLEADING IN ANY MATERIAL 
RESPECT. 

(G) THE DIVISION SHALL ACCEPT AMENDMENTS 
TOREGISTRATIONS BY DESCRIPTION WHICH ARE 
LIMITED, IN COMPLIANCE WITH SECTION 1707.08 OF 
THE REVISED CODE, TO THE CORRECTION OF 
ERRORS OR OMISSIONS. 

Prior effective dates: 4/1/83, 8/3n8, 12/31ns 

1301:6-3-08 Registration by description 

(A) A registration by description shall have a period of 
effectiveness of sixteen months as measured from the date of 
filing. . 

(B) Upon good cause shown, the division may grant an 
cxtcnsion of thc EXTENDED period of effectiveness of 
WHICH DOES NOT EXCEED TWENTY-FOUR MONTHS 
FOR a registration by description. 

Prior effective dates: 10/26/84, 8/3nS 

1301:6-3-09 Registration by qualification 

(A) ESCiOW of see uti tics 61 ploGteds [10th sale ofsccuIities. 

'Vlrtli in the opinion of the di y isioil it is 11CeeSSa! j £01 the 
PlotcctioIl of itncsloIs, the di; isioll iliay lcqaite the cseIbW of 
all vI a POJtiOh of the steatitics of the issue] 01 of the plotceds 
of sale of the secwitics IcgislclCd by qualification. The LCl1113 
and COliditiollS of the (SCiOW aglecilieiL~ shall be subject to the 
applo;al of the division in the Older qualifying such sccuIiLics. 
The CSCiO~ shall be subject to the continuing judsdiclioJ1 of 
the di v ision so lOllg #is LI~e' ese1,0 wag. celHent is ill effect. 

tB7 Application. 

(I) Application AN APPLICATION to register securities . 
by qualification IN ACCORDANCE WITH SECTION 
1707.09 OF THE REVISED CODE may SHALL be made on 
A FORM 9 OF THE division-forms or on forms FORM U-l, 
U-2, and OR U-2(A): OF THE NORTH AMERICAN 
SECURITIES ADMINiSTRATORS ASSOCIATION. - - -

(2) Whenever StatC1l1CIltS ANY STATEMENT OR 
REPORT, HOWEVER CHARACTERIZED, prepared by an 
independent accountant are IS to be used in connection with an 
offering circular, prospectus, or other advertising, the issuer 

Key 

1. C.osscd OOl language is being removed. 

2. ALL CAPITALS AND UPPER CASE LANGUAGE IS 
NEW. 

3. Underlined letters stay upper case. underlined numbers 
and punctuation stay as they appear. 
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shall furnish to the divisioIl a Icttcr from thc accountant COIl­
scnting to the use of thc statelilcilts STATEMENT OR 
REPORT by the issuer. iii its .';oiicilc.llioilS fOI lhe sale of a 
sceOI it). 

(3) An THE DIVISION MAY REQUIRE THAT AN 
APPROPRIATE CROSS REFERENCE SHEET OF THE 
NORTH AMERICAN SECURITIES ADMINISTRATORS 
ASSOCIATION BE SUBMITrED WITH ANY application to 
rc~istcr the sccuritics of a COMMODITIES, EQUIPMENT, 
OIL AND GAS. OR rcal cstatc limitcd partncrship or a real 
cstatc invcstmcnt trust. shall iilcludc a NASAA Ica! cstate 
=-uidcliliC t.I03.<i-ICfcICiiCC slicet. 

t€7 (B) Pcriod of elTectivcncss. 

(I) Unlcss otherwise spccified by division order, a registra­
tion by qualification shall have a period of effeetivencss of 
thirtcen months from the cffectivc datc of the division order. 

(2) Upon good cause shown, the THE [sic] division may 
",I ailt ail cxteilsioil of tlIe ESTABLISH A period of effective­
ness of FOR a icgistiation by qualification.- Th~rux-iurmll 

pCIiod of effectivciiess shall be two ycms. OF NOT MORE 
THAN TWENTY -FOUR MONTHS. 

tBJ (2) During the pcriod of effcctivcness of a registration 
by qualification, the issucr shall advise the division of: 

t+1 (a) Any advcrsc material change in thc financial status 
of thc issuer; 

t27 (b) Any matcrial change in the compensation agrcement 
betwcenthe issuer and a dealer licensed to sell its securities; 

ffl (c) Any material change in the proposed use of the 
procecds of an issue; 

t41 (d) Any change in thc identity of the genera! partner in a 
IimitcdPartnership registration; ami 

t5t (e) ANY CHANGE IN THE STATED INVESTMENT 
POLICIES, OBJECTIVES, OR RESTRICTIONS OF THE 
REGISTRATION; AND 

(0 The occurrence of any event or series of cvents which 
havecaused any statement contained in a prospectus or circu­
lar to be false or misleading in any material respect. 

(C) ESCROW OF SECURITIES OR PROCEEDS FROM 
SALE OF SECURITIES. 

(I) THE DIVISION MAY, FOR THE PROTECTION OF 
INVESTORS, REQUIRE THE ESCROW OF ALL OR A 
PORTION OF THE SECURITIES OF AN ISSUER OR OF 
THE PROCEEDS OF SALE OF SECURITIES REGIS­
TERED BY QUALIFICATION UNDER TERMS AND CON­
DITIONS OF AN ESCROW AGREEMENT ESTABLISHED 
BY THE DIVISION IN THE ORDER QUALIFYING THE 
SECURITIES. THE DIVISION SHALL HAVE CONTINU­
ING JURISDICTION OVER THE ESCROW AGREEMENT 
SO LONG AS THE ESCROW AGREEMENT IS IN 
EFFECT. 

(2) NO PERSON SHALL SELL SECURITIES IN VIOLA­
TION OF THE PROVISIONS OF AN ESCROW AGREE­
MENT ENTERED INTO IN ACCORDANCE WITH PARA­
GRAPH (C)(I) OF THIS RULE. 

tEl (D) INVESTMENT COMPANIES~ 

(1) As used in this rule, the terms" investment company," 
"diversificd investment company," "non-diversified invest­
ment company," "open-end investment company," "closed­
end investment company" and "unit investment trust" shall 
have the same meaning as prcsently defined in the Investment 
Company Act of 1940. 

tF7 (2) IIidefiIiite aIllvuIlt icgisuatioil by itrvcSLtllCnl cotttpa­
tries:- Aninvestment company which submits the maximum 
statutory fees as required under sect+om SECTION 1707.09 
ami OR 1707.091 of the Revised Code-; may register an indefi­
nite amount of securities for sale in Ohio. 

t61 (E) Applicatioil fUI qualificatioil of iIlvcstlllCilt COIll­

paily slims. 

(I) The offering or disposal of shares of an ANY invest­
ment company of the management type, REGARDLESS OF 
THE SECTION OF CHAPTER 1707.-0F THE REVISED 
CODE UNDER WHICH THE SHARES ARE REGiSTERED, 
IS deemed to be an offer or disposal on grossly unfair terms 
unless the prospectus or instruments under which the com­
pany, or thc sponsor, manager Or custodian thereof is created, 
organized or administered are effective to: 

(a) Prohibit the purchase or retention by the company of the 
securities of any issuer if the officers, directors or trustees of 
the company, its advisors, or managers owning beneficially 
more than one-half of one per cent of the securities of snch AN 
issuer together own beneficially more than five per cent of 

. snch THE securities OF THAT ISSUER. 

(b) Prohibit the sponsor and manager of any closed-end 
investment company, the officers and directors of the sponsor 
and manager, and the officers, directors and trustees of any 
closed-end investment company from taking short positions in 
the securities issued by the closed-end investment company. 

(i) However, if the sponsor receives an order to purchase 
shares and it enters that order with the company upon receipt, 
the sponsor may purchase shares from the company in that 
amount. 

(ii) Sttch THIS prohibition shall not prevent the sponsor 
from maintaining a market for the securities issued by the 
company in the capacity of agent for the company. 

(c) Require that securities owned by the company, cash 
representing the proceeds from sales of securities owned by 
the company and of shares issued by the company, payments 
of principal upon securities owned by the company or capital 
distribution in respect of shares owned by the company be held 
by a custodian or trustee which shall be a bank or trust com­
pany having not less than two million dollars aggregate capital, 
surplus and undivided profits. 

(d) Require the company upon the resignation, termination, 
or inability to serve of the custodian or trustee: 

(i) To use its best efforts to obtain a successor custodian or 
trustee; 

(ii) To require that the cash and securities owned by the 
company be delivered directly to the successor custodian or 
trustee; and 

(iii) In the event that no successor custodian or trustee can 
be found within thirty days, to submit to the stockholders, 
before permitting delivery of the cash and securities owned by 
the company to other than a successor custodian or trustee, the 
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question of whether StrCh A company shall be liquidated or 
shall function without a custodian or trustee. 

(e) Require the custodian or trustee holding cash and secur­
ities owned by the company, except as provided in paragraph 
t67(E)(l )(d) of this rulc: 

(i) To deliver securities owned by the company to parties 
other than the company or its manager for other than full and 
adequate consideration only under circumstances stated in the 
custodian or trustee agreement. 

(ii) To deliver funds of the company only upon the 
purchase of securities for the portfolio of the company and the 
delivery ofStrCh THOSE securities to the custodian or trustee. 

(iii) 5nch THIS limitation shall not prevent the release of 
funds by the custodian or trustee for redemption of shares 
issued by the company, for payment of interest, dividend dis­
bursements, taxes, management fees, or for authorized proper 
corporate purposes of the company. 

(iv) No custodian or trustee agreement shall limit or lessen 
the liability of the custodian or trustee for direct damages 
resulting from the breach of StrCh THE CUSTODIAN OR 
TRUSTEE agreement. 

(0 Fix the factors and the method for the deternlination of 
the "current net asset value" and the "liquidating value" of 
the company or its shares in accordance with generally 
accepted accounting principles, consistently applied. 

(g) Prohibit the purchase of the securities of an issuer for 
the portfolio of the company if, as to fifty per cent of the total 
company assets, StrCh THE purchase at the time thereof would 
cause morc than five per cent of the total company assets to be 
invested in the securities of anyone issuer and, as to the 
remaining fifty per cent of the total company assets, StrCh THE 
purchase at the time would cause more than twenty-five per 
cent of the total company assets to be invested in the securities 
of anyone issuer. The percentage determination may be made 
either at cost or at market provided one method or the other is 
adopted and consistently applied. 

This limitation shall not apply to securities which are obli­
gations of or guaranteed by the government of the United 
States <of America, its agencies or instrumentalities, or to obli­
gations of the government of Canada. 

(h) Prohibit the purchase of ,he securities of any issuer if. 
AS TO SEVENTY FIVE PER CENT OF THE ASSETS OF 
THE COMPANY saclt pUIcltasc at the time tltCicor would 
= OF THE PURCHASE, more than te~ per cent of the 
voting securities of any issuer to WOULD be held by the 
company. 

(i) Prohibit the investment of any assets of the company in 
the securities of other investment companies, except by 
purchase in the .open market where no commission or profit to 
a sponsor or dealer results from such THE purchase other than 
the customary broker's commission, or except when StrCh THE 
purchase is part of a plan of merger, consolidation, reorganiza­
tion, or acquisition~ 

(j) Prohibit the borrowing, pledging, mortgaging, or 
hypothecating of assets on behalf of the company in excess of 
one-third of the total company assets. A company's ability to 
borrow for other than emergency or extraordinary purposes 
shall be highlighted in the company's prospectus or offering 
circular as a special risk consideration. 

(k) State clearly in the prospectus any restrictions upon the 
transfer of shares of the company. 

(I) Prohibit the investment of more than ten per cent of the 
company's iOiai assets in ihe securiiies of issuers which 
together with any predecessors have a record of less than three 
years continuous operation. 

(m) Restrict the combined maximum load, commission, 
deferred sales charge and redemption fee to be charged by the 
company to ten per cent of the offering price to the public or 
liquidating value per share (e.g., eight per cent front-end load 
plus two per cent redemption fee equals ten per cent combined 
load). As used in this paragraph, "offering price to the public" 
shall mean the asset valueas hereinafter defined plus the load 
or commission charged adjusted to the next full cent. As used 
in this paragraph, "asset value per share" shall be determined 
by dividing the value of the net assets of the company by the 
number of company shares· issued and outstanding plus the 
number of shares sold by the company though certificates have 
not been issued at the time of calculation. "Liquidating value 
per share" shall have the same meaning as "asset value per 
share. " 

(n) The aggregate annual' expenses of every character paid 
or incurred by the company, including maoagement, distribu­
tion, and advisory fees. but excluding interest, taxes, brokerage 
commissions and extraordinary expenses, whether StrCh THE 
expenses are payable by the company or its shareholders, sha,ll 
not exceed two per cent of its average net assets. 5nch THE 
expenses shall be calculated at least quarterly and on a consis­
tent basis. At least annually and prior to publication of the. 
company's annual report, the investment advisor or manager 
shall reimburse the company for the amount by which strch 
aggregate annual expenses exceed the amount herein provided 
for, except that StrCh reimbursement need not exceed the man­
agement and advisory fees for the period for which reimburse­
ment is made. The investment advisor or manager shall 
promptly notify the division if the aggregate expense limitation 
is exceeded by reason of any extraordinary expenses. The 
division may require the investment advisor or manager to 
maintain financial resources reasonably sufficient to enable it 
to meet its reimbursement obligation hereunder. This para­
graph does not apply to open-end investment companies which 
meet the requirements of paragraph t67 (E)(l)(g) of this rule. 

(0) Require that the company redeem shares issued by it not 
more than seven full business days after tender to the company 
of a completed request for redemption of such shares. 
Redemption may be postponed during an emergency which 
makes it impractical for the company to dispose of its assets or 
where the closing of or restriction of trading on exchange 
markets prevents disposal of securities owned by the company. 
This paragraph does not apply to closed-end investment 
companies. 

(2) Pataglaph (6)(1) of this rule shall apply to all ImcSl­
IilCIlL cOilipallics of the lilanagciilcnl type, lcgaidlcss of the 
sectioil of ChapLet 1787. of the Revised Code undeI wliich the 
sccuIitics of such cOillpalij ate icgistCiCd. 

tH7 (F) Notwithstanding paragraphs t61 (E)(1 leg). 
t67(E)( I )(h), (67(E)( 1 )Ul, and t67 (E) (1 )(1) of thISrule, an 
investment company of the management type may be regis­
tered by qualification if the following requirements are met: 

(I) A bold type legend, satisfactory to the division, shall be 
dispiayed on the cover of the final prospectus. The legend shall 
detail the particulars which distinguish the investment com-
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pany from an investment company which meets all the require­
ments of paragraph f6) (E)(l) of this rule. 

(2) The final prospectus shall be delivered to the investor 
prior to thc consummation of saie of the investment company's 
securities. 

(3) The investment restrictions are sufficient to require that: 

(a) No more than fifty per cent of the total assets of the 
investment company may be invested in the securities of any 
one issuer. 

(b) The investment company cannot hotel OWN, directly or 
indirectly, more than forty-nine per cent of the voting securi­
ties of anyone issuer or affiliates AFFILIATE of the issuer. 
"Indirectly" shall mean the holding of options, warrants, or 
convertible securities which, if exercised or converted, would 
give the investment company more than forty-nine per cent of 
the voting securities of anyone issuer or affiliates AFFILIATE 
of the issuer. For purposes of this calculation, shares held in a 
voting trust or shares required to be voted in the same propor­
tion as other votes cast shaii not be deemed to be outstanding. 

(c) Borrowing, pledging, mortgaging or hypothecating of 
assets on behalf of the company shall not exceed two-thirds of 
the total company assets. 

(d) Not more than fifty per cent of the total assets of the 
company may be invested in the securities of issuers which 
together with any predecessors have a record of less than three 
years continuous operation or securities of issuers which are 
restricted as to disposition. 

ffl (G) Notwithstanding paragraphs t67 (E)( I) and 
M(F)(3) of this rule, an inves.tment company of. the manage­
ment type may be registered by qualification if the following 
requirements are met: 

(I) The securities of the investment company meet the 
standards imposed by the division for registration by qualifica­
tion of non-investment company securities and the investment 
company meets the requirements of paragraph f6)(E)(l)(n) of 
this rule, unless waived by the division. -

(2) The securities and exchange commission has registered 
the securities of the investment company pursuant to the 
Investment Company Act of 1940. 

(3) A bold type legend, satisfactory to the division, shall be 
displayed on the cover of the final prospectus. The legend shali 
detail the particulars which distinguish the investment com­
pany from an investment company which meets all of the 
requirements of paragraph f6)(E)(l) or M(F)(3) of this rule. 

(4) The final prospectus shall be delivered to the investor 
prior to the consummation of sale of the investment company's 
securities. 

ffl (H) An investment company may renew its registration 
and additional series of a unit investment trust tBffl previ­
ously registered in Ohio may be registered by submitting: 

(I) An application to register snch THE investment com­
pany or Bff UNIT INVESTMENT TRUST, along with the 
appropriate fees; and -

(2) For renewals, a copy of its current prospectus, A 
STATEMENT SETTING FORTH ANY MATERIAL 
CHANGE IN THE INFORMATION PREVIOUSLY 

REPORTED TO THE DIVISION, A CONSENT TO SERV­
ICE OF PROCESS IN CONFORMITY WITH THE 
REQUIREMENTS OF SECTION 1707.11 OF THE 
REVISED CODE AND A COPY OF EACH UNDERTAK­
ING REQUIRED OF THE ISSUER OR DEALER IN CON- . 
JUNCTION WITH THE CURRENT· REGISTRATION OF 
THE SECURITY; for additional series of a Bff UNIT 
INVESTMENT TRUST, a copy of its preliminary prospectus, 
A CONSENT TO SERVICE OF PROCESS IN CONFORM­
ITY WITH THE REQUIREMENTS OF SECTION 1707.11 
OF THE REVISED CODE, A notice of effectiveness or auto­
matic effectiveness, and A final prospectus pursuant to section 
1707.091 of the Revised Code. 

00 Q2 As a pICICquisiLc to IcgisLIaLioIl pUlsuaiil to section 
1787.89 of the Revised Code, when the AN issueriuelying on 
SEE rule 504 of regulation IT, OF THE SECURITIES AND 
gXCHANGE fOMMISSION, OR SECTION 3 (A) (I 1) OF 
THE 1933 SECURITIES ACT SHALL DELIVER AN 
OFFERING CiRCULAR OR OTHER DISCLOSURE DOCU­
MENT OR DOCUMENTS AS REQUIRED BY RULE 
!30!:6-3~06 OFTHE ADMINISTRATIVE CODE PRIOR TO 
THE EARLIER OF THE SIGNING OF OF [sic] A SUB­
SCRIPTION AGREEMENT, OR THE TRANSFER OF CON­
TROL OF THE PURCHASE FUNDS FROM THE PUR­
CHASER OF THE SECURITIES. the division Iliay lequhe a 
disclosutc docuIllcnl to be dclivtlC!d tinct days befoIc sale. At 
a ntiniJiiulii the disclosUIC docuIiicnL shall cOIltain Lite infol1iid­
tiOli lequhed by pwaglaph (6) of IOlc 1381.6-3-86 of the 
AdntiuisLI ali vc Code. 

Prior effective dates: 8/5/85, 10126/84, 12/3/83 (Emer.), 
8/18/83, 6/18/82, 2/22/80, 8/3n8, 12/3ln8 

1301:6-3-15 Application FOi and iSSUAnce of deslei '5 
Hceme DEALER RESPONSIBILITIES 

(A) Requirements for preserving and filing sales material 

ttl All dealers and such issuelS as die ANY ISSUER sell­
ing their ITS own securities shall retain in a sepal ate file, 
subject to pedodic exaIlliIlatioil by tlte dh ision ITS GEN ... 
ERAL FILES, for·a period of at least three FOUR years from 
the date of last use, one copy of any prospectus, OFFERING 
circular, advertisement or, literature,. OR CORRESPOND­
ENCE used in offering or in connection with the offering for 
sale of any security. At least Oile copy of all cOiIespoildcllCC 
lciating to the sale Ui the offeIing fUi sale of any sccUlity shall 
be Ictained in the genelal files of such dealcIs and issueIS. Any 
inatedal so filed shall be fUIilished to the di" isioIt upon ITS 
lequest thelcfUi., 

(2) A PIOSpcctus, ciIculm, ad"eiliscIllCIlL Oi olher literature, 
used iIi offe1 iiig or in cOiiiicetioll with tlte offe. jag 01 sale of 
auy SCCuIilj need lIot be letained as p.ovided iii the fUlegoiiig 
paragraph if it contains oIlIy illfollhatiun published iII SOllie 

Oile Oi i1101 e of the folio wing sccutities SCi v ices. 

(a) Publications of "Fitch Publishing Co., Inc.", 

(b) Publications of "Standard and Poor's COipoiation", 

(c) Publicaliolls of "l\toodj's IJiveslois SCi "icc." 

(B) Application fonns 

1m THE DIVISION SHALL NOT ISSUE A LICENSE TO 
ANY applicant for an OIiginal A dealer's license OR TRANS-

- 14-
• 



I e 

• 

FER A CURRENT DEALER'S LICENSE UNLESS THE 
APPLICANT OR DEALER HAS FILED file eitliCI a COM­
PLETE fonn 15 or the division of seeUi ilics or tlie appiOpl iate 
biOkcI-dcJlct A fornl B-O of the "NatioJjal AssociatioIl of 
Sc(ulilic8 Dc .. dcI.C,.'· securilies and exchange cOlnmission.: 

(el EX.lIllill.ttioil LICENSE EXAM requirements 

AS A CONTINUING CONDITION OF LICENSING, 
EVERY DEALER AND EVERY PliVI to liCCilSUlC, llic dili­
sioii of seeUlilies sliall Icquilc ail a'pplicant FOR LICENSING 
AS A DEALER SHALL to furnish evidence TO THE DIVI­
SION that A NATURAL PERSON WHO IS A PRINCIPAL, 
OFFICER, DIRECTOR, GENERAL PARTNER, OR 
EMPLOYEE OF THE DEALER tlie applieallt has passed an 
approved examination establishing knowledge VI' securities 
laws and practices. EVERY DEALER WHICH IS NOT A 
NATURAL PERSON SHALL NOTIFY THE DIVISION OF 
THE NAME AND RELATIONSHIP TO THE DEALER OF 
THE NATURAL PERSON WHO HAS PASSED AN 
APPROVED EXAMINATION ON BEHALF OF THE 
DEALER AND WHO WILL SERVE AS THE DESIG­
NATED PRINCIPAL ON BEHALF OF THE DEALER. The 
division of seeUlities shall consider the A DEALER OR AN 
applicant FOR LICENSING AS A DEALER to have met this 
requirement, if the DEALER, applicant OR A DESIGNATED 
PRINCIPAL OF THE DEALER OR APPLICANT has: 

( I) Achieved an A SCORE OF eighty-five per cent score 
OR BETTER on the "Uniform Securities *gents AGENT 
State Law Exam." SERIES 63 ADMINISTERED BY THE 
NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INc.; - - -

(2) Been CONTINUOUSLY licensed as a biOkel-dealCI 
DEALER of securities by the division of secUi itics VI diiotliel 
state pUl.lUaillto exaillillatioll SINCE MAY 1, 1991, or 

(3) Passed a ACHIEVED A PASSING SCORE ON ONE 
OF THE FOLLOWING seeUi ities hi okel -dealel VI pi illeipal 
e=m EXAMINATIONS administered by the "Natiollal 
NATIONAL Association of Securities Dcabs," DEALERS, 
INC.: the "~4CW ,FOlk Stock ExcitaIloc," the "AlIiWCaJl Stock 
ExcliaIiec," 01 the seeal iLjcs and exchange COIlIlUissioll. 

(a) GENERAL SECURITIES SALES SUPERVISOR, 
SERIES 8, 

(b) GENERAL SECURITIES PRINCIPAL, SERIES 24, 

(c) INVESTMENT COMPANY AND VARIABLE CON­
TRACTS PRODUCTS PRINCIPAL, SERIES 26, 

(d) DIRECT PARTICIPATION PROGRAMS PRINCI­
PACSERIES 39, 

(e) MUNICIPAL SECURITIES PRINCIPAL, SERIES 53, 
OR-

(f) MUNICIPAL SECURITIES FINANCIAL AND OPER­
ATIONS PRINCIPAL, SERIES 54. 

(D) Financial requirement 

(I) An applicant for a dealer's license shall furnish to the 
division an audited financial statement, sworn by the applicant, 
showing a net worth CAPITAL of at least twenty-five thou­
sand dollars. A licensed dealer shall at all times maintain a net 
worth CAPITAL of at least twenty-five thousand dollars. 

(2) When the division determines that the net worth CAPI­
TAL lequileilleiit REQUIREMENTS of paragraph tB7 (E)(I) 
of this rule is not necessary for'the protection of investors, the 
division may reduce the net worth CAPITAL requirement to 

,not iess than ten thousand dollars. Any reduction shall be 
given in writing. 

(3) When an issuer makes application for a dealer's license 
and restricts itself to the sale of its own securities, the division 
may waive the net worth CAPITAL requirements in paragraph 
tB7 (E)() of this rule if satisfied that investors will not be 
prejudiced by such actioll. The restriction on sales and the 
waiver shall be given in writing. 

(4) A DEALER MAY MEET THE FINANCIAL 
REQ-UIREMENT OF PARAGRAPH (D)(1) OF THIS RULE 
IF: -

(a) THE DEALER HAS EXECUTED AND FILED WITH 
THE DIVISION A BOND IN THE AMOUNT OF TWENTY­
FIVE THOUSAND DOLLARS, WITH A SURETY 
APPROVED BY THE DIVISION, EFFECTIVE FOR A 
PERIOD OF AT LEAST ONE YEAR, AND VALiD FOR 
THE UPCOMING YEAR IN THE CASE OF THE 
RENEWAL OF A DEALER'S LICENSE. THE SURETY 
BOND SHALL INDEMNIFY ANY PE~SON WHO MAY 

.BE DAMAGED BY A FAILURE OF THE DEALER TO 
CONDUCT ITS BUSINESS IN ACCORDANCE WITH 
CHAPTER 1707. OF THE REVISED CODE OR RULES 
PROMULGATED THEREUN-DER. 

(b) THE DEALER, IF A SUBSIDIARY CORPORATION, 
HAS OBTAINED AND FILED WITH THE DIVISION A 
GUARANTEE OF LIABILITY BY THE CORPORATION 
DIRECTLY OR INDIRECTLY CONTROLLING THE VOT­
ING COMMON STOCK INTEREST OF THE DEALER, 
EFFECTIVE FOR A PERIOD OF AT LEAST ONE YEAR, 
AND VALID FOR THE UPCOMING YEAR IN THE CASE 
OF THE RENEWAL OF A DEALER'S LICENSE. THE 
GUARANTEE SHALL INDEMNIFY ANY PERSON WHO 
MA Y BE DAMAGED BY A FAILURE OF THE DEALER 
TO CONDUCT ITS BUSINESS IN ACCORDANCE WITH 
CHAPTER ) 707. OF THE REVISED CODE OR RULES 
PROMULGATED THEREUNDER. ANY GUARANTOR 
UNDER THIS PARAGRAPH SHALL ITSELF MEET THE 
NET CAPITAL REQUIREMENT SET FORTH IN PARA- , 
GRAPH (§)(I) OF T!'fIS RULE. 

(4J (5) As used in this rule, all terms shall be construed 
pursuantto generally accepted accounting pi iilcipals PRINCI­
PLES ~, consistently applied. 

(E) Determination of net worth CAPITAL 

(1) "Net worth CAPITAL" as used in this rule, shall mean 
the difference between total assets and total indebtedness, as 
determined by generally accepted accounting principles, con­
sistently applied, and thereafter adjusted pursuant to paragraph 
(E)(2) of this rule. 

(2) In determining the net worth CAPITAL of a dealer, 
adjustments to the financial statement of stteh A dealer shall be 
made in accordance with the following schedule: 

(a) Asset iLCiliS to be disallowed. Fe. the pOIpU!e of such 
dctciiililiatioii, the THE following items shall be disallowed as 
assets of a dealer: 

(i) Furniture and fixtures, 
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(ii) VEHICLES, MACHINERY, AND EQUIPMENT, 

(iii) REAL ESTATE NOT USED IN THE ORDINARY 
COURSE OF BUSINESS, 

(iv) Prepaid items or expenses, 

tm-1 (v) Unsecured notes or accounts receivable not 
acquiredm thc ordinary course of busincss, :md 

(vi) FIXED ASSETS WHICH CANNOT BE READILY 
CONVERTED TO CASH, AND 

tivt (vii) Assets of doubtful or uncertain valuc, 

(b) The following items shall.bc reduccd or increased as thc 
case may bc: 

(i) Sec uri tics owncd shall be adjusted to market values. 
Sccurities having no "readily dctcrminablc value" as defined 
by rule 130 I :6-3-0 I of the Administrative Code shall be val­
ued at zcro. Securities for which the dealer is the primary 
market maker shall bc valued at zero unless the dealer provides 
substantial and reliable cvidcnce satisfactory to the division 
supporting anothcr valuation. 

(ii) Stock cxchangc seats shall be adjustcd to market values. 

(ii i i Where thc markct value of the securities pledged as 
collateral to sccure or partially secure accounts receivable. is 
less than the amount due or shown AS secured, such accouilts 
witt THEY SHALL hc rcduced to thc markct value of the 
securities. 

t<t7 (iv) The net value of secured notes or accounts recciva­
ble notacquired in the ordinary coursc of business shall be 
reduccd to the fair markct value of the collateral pledgcd. 

tb1 (v) Thc nct value of notes or accounts receivable 
acquircdli1 the ordinary course of business shall be reduced by 
the lesscr of tcn per cent of their book value or two hundred 
thousand dollars. 

tc7 (vi) Whcn an intercst in real property is exchanged in 
wholc OrIn part for an equity intcrest in a dealer, thc value of 
the interest in real estate, as reflected in the financial state­
ments of the dealer, shall be reduced (but not increased) to the 
value supported by appraisals made by competent, disinter­
ested appraisers with professional designations and qualifica­
tions acceptable to the division. 

td7 (vii) Subordinated debt which is subject to a subordina­
tion agreement satisfactory to the division may be added to the 
!let worth of a dealer. 

(3) Noh, ithstaildiilg palaglaphs (D) aild (E) of this lUle, a 
dealeI Vt ill IilLel the finaIlcial icquilClliCilLS of beiIig liceIised 

(a) The dealer has executed and filed a bond with llie 
divisioIi ill the aIilounl of twenty-five thausa11d dollars, with 
such SUi ety as the di v isioli lila] lequire, 01, 

(b) The dcalCi, if a subsidiarj cOlpolatioIl, has obtained and 
filed with tlte di v isioil a guarantee of liabilities a. bidg fiOIii 

8etulitie.s lia1lsactiollS by a cOlporation COiiliollilig, directly Oi 

iIldiicCtly. the voting COJiIlilOli stock intcIest of the dealer. 
Such COJIliolliiig cor pOI aliull shall have a Het WOf tit of at least 
t w eilty -fi ye thousand dollars pal SUuIlt to genet ally accepted 
accouilting pi iliCipics, consistently applied, as dCiliolisliaLcd by 
ali tlllqaalificd audit opinion of a cCItified public accouiitant, 

add subject to the adjustiliems in palaglaph (E)(2) of this iUle. 
Such audit opinion shall be no lliOIt thall six IiiOIlths old WitCh 

subrllittcd to the di v isioll. 

(c) S ucit bOlld 01 gual alltct of iiabiiity shaH inocililiify any 
pelson who lila] be dall,agcd by a failu.e of the dealer to 
conduct its busiliess iii accoidallce with Chapter 1787. of the 
Re v ised Code 01 I ules Pioiiiulgated thcrcundel. Such bUild 01 

buaraliLee tItust be executed fOI a period of at least OIle yeal, 
dnd IliUSl be valid fot the UpCOllii1io year iIi the case of the 
!e"ewal of a dealer's licelise. 

(F) Records of dealer 

(1) Every dealer shall keep and maintain books and records 
ON A CURRENT BASIS which shall be adequate to enable 
the division to determine at all times the financial condition of 
such THE dealer and to disclose fully all the transactions 
entered into by such THE dealer. The division may examine 
THE BOOKS AND RECORDS OF EACH DEALER on an 
annual basis, or at such times as it shall deem fit, the books 
and 1ecolds of each dealei. 

(2) Sttch THE BOOKS AND records OF EACH DEALER 
shall show with IespecL to each eustoillei all securities held for 
safekeeping or otherwise AND ALL FREE CREDIT BAL­
ANCES in cOIlilection wiLh the aCCOUliL of such CUSLOiiICI. Flee 
CI edit balances shall also appeal iIi the accou"L of FOR each 
customer. EVERY DEALER SHALL IMMEDIATELY 
DELIVER A RECEIPT TO THE PERSON FROM WHOM A 
SECURITY TO BE HELD FOR SAFEKEEPING HAS BEEN 
RECEIVED. 

(3) 'NhCll a dealel eail its Oil his books ail ANY agency 
account, such accouilt CARRIED ON THE BOOKS OF A 
DEALER shall be designated by the word "Ageilt." Iil tielY 
such ease, the dalet shall fulthe! ideiltify such aeeouilt with 
the "AGENT," AND SHALL BE IDENTIFIED BY THE 
name of the principal or. THE DEALER shall keep a separate 
record of the identity of the principal for whom such THE 
account is maintained. He THE DEALER shall also keep, 
subject to division inspection, written evidence of the authority 
for such EVERY agency account. 

(4) When-a EVERY dealer SHALL MAINTAIN operates 
ailY blanch office in Lhe SLaLe of Qhio, Litcle shall be kept ill an 
Ohio office complete records of all transactions handled 
through OR ATTRIBUTABLE TO ITS such Ohio office or 
offices: AT A LOCATION IN THIS With lespeC! to dealets 
STATE. DEALERS having their principal accounting office 
outside the state of Ohio; MAY APPLY TO the division may 
w;rive FOR A WAIVER OF the above requirements upon the 
furnishing to the division of WITH an undertaking 
WHEREBY THE DEALER AGREES: 

(a) To produce and furnish to the division, on requcst, the 
originals or photostatic TRUE copies of any pad of such 
records as WHICH would othCi wise have been REQUIRED 
BY THIS RULE TO BE kept in the state of Ohio, and 

(b) To provide TO THE DIVISION, on request, such ANY 
funds as iiiay be required for an THE examination OF THE 
BOOKS AND RECORDS OF THE DEALER AT A LOCA-
TION outside the slate of Ohio necessitated by the abseilce of 
books and iecoIds fI01l1 Ohio. 

(5) Each dealel shall keep at his place of business a signed 
and dated license. Each blanch office shall keep a copy of its 
license. Such THE license or A copy , along "itlt eUllent 
lene"al notice, OF THE LICENSE OF EACH DEALER shall 
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be readily available for public inspection AT EACH 2HIO 
OFFICE OF THE DEALER. 

(6) ALL DEALERS SHALL ESTABLISH AND KEEP 
'CURRENT THE FOLLOWING BOOKS AND RECORDS 
RELATING TO ITS ACTIVITIES IN THE BUSINESS OF 
BUYING, SELLING, OR OTHERWISE DEALING IN 
SECURITIES: . 

(a) BLOTTERS OR OTHER RECORDS OF ORIGINAL 
ENTRY CONTAINING AN ITEMIZED DAILY RECORD 
OF ALL PURCHASES, SALES, RECEIPTS AND DELIV­
ERIES OF SECURITIES (INCLUDING CERTIFICATE 
NUMBERS), ALL RECEiPTS AND DiSBURSEMENTS OF 
CASH, AND ALL OTHER DEBITS AND CREDITS. THE 
RECORDS SHALL SHOW THE ACCOUNT FOR WHICH 
EACH TRANSACTION WAS EFFECTED, THE NAME OF 
THE SECURITY, THE AMOUNT OF SECURITIES, THE 
UNIT AND AGGREGATE PURCHASE OR SALE PRICE 
(IF ANY), THE TRADE OR TRANSACTION DATE, AND 
THE NAME AND CAPACITY OF THE PERSON FROM 
WHOM THE SECURITY WAS PURCHASED OR 
RECEIVED OR TO WHOM IT WAS SOLD OR 
DELIVERED. 

(b) A GENERAL LEDGER OR OTHER RECORDS 
REFLECTING ALL ASSETS AND LIABILITIES, INCOME 
AND EXPENSE AND CAPITAL ACCOUNTS. 

(c) LEDGER ACCOUNTS OR OTHER RECORDS 
ITEMIZING, BY THE NAME OF THE ACCOUNT 
OWNER, EACH CASH AND MARGIN ACCOUNT SHOW­
ING ALL PURCHASES, SALES, RECEIPTS AND DELIV­
ERIES OF SECURITIES AND COMMODITIES FOR EACH 
ACCOUNT, AND ALL OTHER DEBITS AND CREDITS 
TO EACH ACCOUNT. 

(d) LEDGERS OR OTHER RECORDS REFLECTING 
ALL SECURITIES IN TRANSFER, DIVIDENDS AND 
INTEREST RECEIVED, SECURITIES BORROWED AND 
SECURITIES LOANED, MONIES BORROWED AND 
MONIES LOANED (TOGETHER WITH A RECORD OF 
THE COLLATERAL THEREFOR AND ANY SUBSTITU­
TIONS IN COLLATERAL), SECURITIES FAILED TO 
RECEIVE AND FAILED TO DELIVER, AND ALL LONG 
AND ALL SHORT STOCK RECORD DIFFERENCES 
ARIS1NG . FROM A QUARTERLY SECURITIES EXAMI­
NATION, COUNT, VERIFICATION AND COMPARISON 
(BY DATE OF EXAMINATION, COUNT, VERIFICATION 
At~D COrvlPARISON" SHOWlt"~G FOR EACH SECURITY 
THE NUMBER 'OF SHARES OF LONG OR SHORT 
COUNT DIFFERENCES). 

(e) A SECURITIES LEDGER OR OTHER RECORD 
REFLECTING, SEPARATELY FOR EACH SECURITY AS 
OF THE CLEARANCE DATES, ALL "LONG" OR 
"SHORT"· POSITIONS (INCLUDING SECURITIES IN 
SAFEKEEPING) CARRIED BY THE DEALER, SHOWING 
THE LOCATION OF ALL SECURITIES "LONG" AND 
THE OFFSETTING POSITION TO ALL SECURITIES 
"SHORT," INCLUDING "LONG" SECURITY COUNT 
DIFFERENCES AND "SHORT" SECURITY COUNT DIF­
FERENCES CLASSIFIED BY THE DATE OF THE PHYSI­
CAL COUNT AND VERIFICATION IN WHICH THEY 
WERE DISCOVERED, AND THE NAME OR DESIGNA­
TION OF THE ACCOUNT IN WHICH EACH POSITION IS 
CARRIED. 

(f) WRITTEN ORDER TICKETS OR A MEMORAN­
DUM OF EACH BROKERAGE ORDER, AND OF ANY 

OTHER INSTRUCTION, GIVEN OR RECEIVED FOR THE 
PURCHASE OR SALE OF SECURITIES, WHETHER EXE­
CUTED OR UNEXECUTED. THE ORDER TICKET OR 
MEMORANDUM SHALL SHOW THE TERMS AND CON­
DITIONS OF THE ORDER OR INSTRUCTIONS AND OF 
ANY MODIFICATION OR CANCELLATION THEREOF, 
THE ACCOUNT FOR WHICH ENTERED, THE TIME'OF 
ENTRY, THE PRICE AT WHICH EXECUTED AND, TO 
THE EXTENT FEASIBLE, THE TIME OF EXECUTION OR 
CANCELLATION. ORDERS ENTERED PURSUANT TO 
THE EXERCISE OF ANY ORDER SHALL BE SO DESIG­
NATED. THE TERM "INSTRUCTION" SHALL INCLUDE 
INSTRUCTIONS BETWEEN PARTNERS AND EMPLOY­
EES OF THE DEALER. THE TERM "TIME OF ENTRY" 
SHALL MEAN THE TIME WHEN THE DEALER TRANS­
MITTED THE ORDER OR INSTRUCTION FOR EXECU­
TION OR, IF IT WAS NOT TRANSMITTED, THE TIME 
WHEN IT WAS RECEIVED. 

(g) A MEMORANDUM OF EACH PURCHASE AND 
SACE FOR THE ACCOUNT OF THE DEALER SHOWING 
THE PRICE AND, TO THE EXTENT FEASIBLE, THE 
TIME OF EXECUTION; AND, WHETHER THE 
PURCHASE OR SALE IS WITH A CUSTOMER OTHER 
THAN A BROKER OR DEALER, AND A MEMORANDUM 
OF EACH ORDER RECEIVED, SHOWING THE TIME OF 

. RECEIPT, THE TERMS AND CONDITIONS OF THE 
ORDER, AND THE ACCOUNT IN WHICH IT WAS 
ENTERED. 

(h) A COPY OF THE CONFIRMATION OF EVERY 
PURCHASE OR SALE OF SECURITIES AND A COPY OF 
ANY NOTICE OF ANY OTHER DEBIT OR CREDIT FOR 
SECURITIES, CASH AND OTHER ITEMS FOR THE 
ACCOUNT OF CUSTOMERS AND PARTNERS OF THE 
DEALER. 

(i) A RECORD OF EACH CASH AND MARGIN 
ACCOUNT SHOWING THE NAME AND ADDRESS OF 
THE BENEFICIAL OWNER OF EACH ACCOUNT AND, 
FOR EVERY MARGIN ACCOUNT, tHE SIGNATURE OF 
THE OWNER; PROVIDED THAT, FOR ACCOUNTS WITH 
MULTIPLE OWNERS ONLY THE SIGNATURES OF THE 
PERSONS AUTHORIZED TO TRANSACT BUSINESS 
FOR THE ACCOUNT NEED BE RETAINED BY THE 
DEALER. 

(j) A RECORD OF ALL PUTS, CALLS, SPREADS, 
STRADDLES AND OTHER OPTIONS FOR WHICH THE 
DEALER HAS ANY DIRECT OR INDIRECT INTEREST 
(INCLUDING ANY GUARANTY INTEREST) CONTAIN­
ING, AT A MINIMUM, AN IDENTIFICATION OF THE 
SECURITY AND THE NUMBER OF UNITS INVOLVED. 

(k) A RECORD OF THE PROOF OF MONEY BAL­
ANCES OF ALL LEDGER ACCOUNTS IN THE FORM OF 
TRIAL BALANCES, AND A RECORD OF THE COMPU­
TATION OF AGGREGATE INDEBTEDNESS AND NET 
CAPITAL, AS OF THE TRIAL BALANCE DATE, PRO­
VIDED, THAT ANY MEMBER OF THE NEW YORK 
STOCK EXCHANGE, AMERICAN STOCK EXCHANGE, 
MIDWEST STOCK EXCHANGE-;- OR CINCINNATI 
STOCK EXCHANGE MAY MAKE A RECORD OF THE 
COMPUTATION OF AGGREGATE INDEBTEDNESS AND 
NET CAPITAL AS OF THE TRIAL BALANCE DATE IN 
ACCORDANCE WITH THE CAPITAL RULES OF AT 
LEAST ONE OF THE EXCHANGES OF WHICH IT IS A 
MEMBER. TRIAL BALANCES AND COMPUTATIONS 
SHALL BE PREPARED CURRENTLY AT LEAST ONCE A 
MONTH. 
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(I) FOR TRANSACTIONS IN MUNICIPAL SECURI­
TIES. BY MUNICIPAL SECURITIES BROKERS AND 
MUNICIPAL SECURITIES DEALERS, COMPLIANCE 
WITH RULE G-8 OF THE MUNICIPAL SECURITIES 
RULEMAKING BOARD SHALL BE ACCEPTED BY THE 
DIVISION AS COMPLIANCE WITH THIS PARAGRAPH 
(!::)(6k 

'(m) FOR DEALERS REGISTERED AS A BROKER OR 
AS -A DEALER WITH THE SECURITIES AND 
EXCHANGE COMMISSION, COMPLIANCE WITH RULE 
l7a-3 OF THE SECURITIES AND EXCHANGE COMMIS­
SION SHALL BE ACCEPTED BY THE DIVISION AS 
COMPLIANCE WITH THIS PARAGRAPH (!:)(6). 

(n) A COMPLAINT FILE, MAINTAINED ON A CUR­
RENT BASIS, CONSISTING OF ALL WRITTEN COM­
PLAINTS RECEIVED BY THE DEALER FOR THE PREVI­
OUS FOUR YEARS. 

tut. (G) BRANCH OFFICES 

PRIOR TO THE USE OR OPEP~ TIOl'~ OF Al'~Y PRIl'~-
CIPAL OR BRANCH OFFICE IN THIS STATE, EACH Each 
dealer shall DESIGNATE A NATURAL PERSON 
LICENSED AS A DEALER OR SALESMAN IN OHIO AS 
THE SUPERVISOR OF THAT OFFICE, lIlaintaiiia lecold 
showing REPORT iN WRITING TO THE DIVISION the 
location of all branch, offices, and SHALL MAINTAIN 
RECORDS IN ITS GENERAL FILES OF the personnel 
assigned to each BRANCH office, and the supervisor of THE 
DEALER'S PRINCiPAL OrrICE IN OHIO AND OF each 
branch office: IN OHIO. FOR THE PURPOSES OF THIS 
RULE, '* "branch office" SHALL BE DEFINED TO 
INCLUDE is any office designated LOCATION IN OHIO 
OTHER THAN THE DEALER'S_ PRINCIPAL OFFICE 
LOCATION IN OHIO AS RECORDED ON THE LICENSE 
OF THE DEALER, USED by the dealer IN THE BUSINESS 
OF BUYING, SELLING, OR DEALING IN SECURITIES as 
such and any office identified as an office by advertising, 
letterhead, business card, telephone directory or thc--tiice 
OTHERWISE. 

f:Tj (I) -Arry EVERY salesman 0pCiating in the field Vi not 
in the iiihln Vi any bidnch office shall i epm t to a saped ism. 
The dcalci shall I1iaiIltaili a iCCOld listing all such PCISOilIiCI 

and the (csponsiblc SUpCI v isoJ. SHALL BE ASSIGNED BY 
THE DEALER TO ITs..PRINCIPAL OFFICE LOCATION IN 
OHIO OR TO A BRANCH OFFICE IN OHIO OF THE 
DEALER. 

tft7 (2) '* EACH person designated by the A dealer as a 
supervisor OF A PRINCIPAL OR BRANCH OFFICE IN 
2H10 shall have the followiiig qualifications. 

(a) Have been licensed AS A SECURITIES DEALER OR 
SALESMAN BY OHIO OR ANY OTHER STATE for at least 
two years, 01 haVCIilct the ICqui!CliiCIiLS of paragtaplt (C) of 
this Iulc, 

(b) At least fifty pel ceill of the PCISOIi'3 cahled inCOillC 

dUliuh the last twelve illOIlLhs shalllldvc COllie fI011l the dcaicl, 
and 

tcTNo AND SHALL NOT HAVE BEEN THE SUBJECT 
OF OR A PARTY TO A FINAL cease and desist order has 
hew issued or ANY other FINAL ADVERSE administrative 
action has beell taken against the PCISOil by any STATE OR 
FEDERAL securities agency OR SELF-REGULATORY 
ASSOCIATION OJ at least DURING THE PRECEDING five 
years .. 

(d) rhc iCqui!eiilents of patagldphs (F){B)(a) and {F)(B){b} 
of this IUle iliay be waived annually in wIilhtg in ad,ance by 
the division fm Qood cause shown ·when the dealct sells a 
single 01 liiilited pwdact. . 

(6) Secu.iLics Iccciycd [Oi safekeeping 

','lhen a dealel lecciyes any sect:uitj rOI safekeeping, he 
shall iIiiilledialcly dcHyC1 a Icccipt to the pClson fIOI11 whonl 
the security is lecei;cd. lIe shall keep a lteind as plvuidtd in 
paIaglaph (F) of this lule of all securities so I~ceivcd and held 
by-hTm: 

. (I I) !tty eSlillenl counselitlg by dealels 

A dealel Iegaited to be licensed undel the p1vvisioiiS of the 
Ohio Securities Act shall not adv ise the PUI chase 01 sale of aIlY 
secudt] fOI a eastoIlle. aIldel an] diiailgeIiiciil whelcby sach 
dealel will .ecehe both a fcc fOI acting as inyeSltiieIlt coansel 
and a cOIiiIiiissioii O. piofit on the sale 01 pUlchase of such 
security, anless. 

(I) 'fl!c!l. has Lew executed Lctwew such dealci atid sueli 
eastoIlle. a wIilteIl tOIlLIatt, which shall not I Uil [01 I1101t than 
OIle ]ca. ftOIlI lhe date of cxecation anless .cIicwed t [01 fuI­
nishing of imeslilienl advice by such dealct selling fmllt lhe 
schedule of fees fo. sach SCI v ices, 

(2) The eastoIlIC. is fully it If 01 liled befol e the COilSUIllliia­
tion of such pUlchase 01 sale as to the ainounl of COIiiIilissioil 
01 plufit to be obtained by such dealel [lOin such haIlsactioIl, 

(3) The eastoIllel is fully infoIIiled hefoIe the COilSUIlhlIa-

tion of such pUlchase 01 sale as to any othel iiltclest which 
such dealei lilay have iii the issuel of tIre security, iii the 
scculity,OI iIi the distribution of the sceoIitj, the pOi chase Oi 

sale of which is ad" iscd. 

ffl (H) Financial statements AND RELATED DISCLO­
SURESto be filed with THE division 

(I) ANNUALLY, WITHIN Within ninety days of the end 
of its fiscal year, every ticensed dealer shall annually file 
FINANCIAL STATEMENTS AND RELATED DISCLO­
SURES REQUIRED BY GENERALLY ACCEPTED 
ACCOUNTING PRINCIPLES slateIileiltS of financial condi­
tion with the division of secUI ilies prepared in accordance with 
the following requirements: 

(a) All annual tepOits THE FINANCIAL STATEMENTS 
AND RELATED DISCLOSURES REQUIRED BY GENER­
ALLY ACCEPTED ACCOUNTING PRINCIPLES SHALL 
are-to be audited by an independent certified public account­
ant. The divisioll of seeatitics will not lccognizc any pelsoIl as 
ail independent eel tiRed public accountant who is not duly 
registered and in good public standing as-such under the laws 
of his place of residence or principal office. 

(b) All anIiual (epOlIS rue 10 THE FINANCIAL STATE­
MENTS AND RELATED DISCLOSURES REQUIRED BY 
GENERALLY ACCEPTED ACCOUNTING PRINCIPLES 
SHALL be under the oath or affirmation of the dealer attesting 
that, to the best knowledge and belief of the person making 
such THE oath or affmnation, the financial statement and 
supporting schedule SCHEDULES are true and correct and 
neither the dealer nor any partner, officer or directOI, as the 
case Iliay be, OF THE DEALER has any proprietary interest in 
any account classified as that of a customer. 
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{c) THE FINANCIAL STATEMENTS AND RELATED 
DISCLOSURES SHALL BE PREPARED IN ACCORD­
ANCE WITH GENERALLY ACCEPTED ACCOUNTING 
PRINCIPLES, CONSISTENTLY APPLIED; AND AUDITED 
IN ACCORDANCE WITH GENERALLY ACCEPTED 
ACCOUNTING STANDARDS, AND SHALL BE ACCOM­
PANIED BY A CERTIFICATE OF THE INDEPENDENT 
PUBLIC ACCOUNTANT WHO AUDITED THE STATE­
MENT, WHICH CERTIFICATE SHALL: 

(i) STATE THAT THE FINANCIAL STATEMENTS 
AND RELATED DISCLOSURES PRESENT FAIRLY, IN 
ALL MATERIAL RESPECTS, THE FINANCIAL POSITION 
OF THE DEALER; 

(ii) STATE THAT THE AUDIT WAS MADE IN 
ACCORDANCE WITH THE APPLICABLE GENERALLY 
ACCEPTED AUDITING STANDARDS; 

(iii) BE DATED, MANUALLY SIGNED, AND IDEN­
TIFYTHE ITEMS OF THE REPORT COVERED BY THE 
CERTIFICA TE; 

(iv) STATE WHETHER THE AUDIT OMITTED ANY 
OFTIIE MINIMUM AUDIT REQUIREMENTS OR ANY 
PROCEDURE DEEMED NECESSARY BY THE INDEPEN­
DENT PUBLIC ACCOUNTANT UNDER THE CIRCUM­
STANCES OF THE AUDIT; 

(v) STATE CLEARLY THE UNQUALIFIED OPINION 
OFTHE INDEPENDENT PUBLIC ACCOUNTANT WITH 
RESPECT TO THE ACCOUNTING PRINCIPLES AND 
PRACTICES REFLECTED IN THE FINANCIAL STATE­
MENTS AND RELATED DISCLOSURES COVERED BY 
THE CERTIFICATE; AND 

(vi) SPECIFICALLY IDENTIFY ANY MATTERS TO 
WHICH THE INDEPENDENT PUBLIC ACCOUNTANT 
TAKES EXCEPTION AND THE EFFECT OF EACH 
EXCEPTION ON THE RELATED ITEM OF THE REPORT. 

(2) In lieu of the report FINANCIAL STATEMENTS AND 
RELATED DISCLOSURES REQUIRED BY GENERALLY 
ACCEPTED ACCOUNTING PRINCIPLES required by para­
graph ffl (H) (I)W of this rule, a dealer may submit TO THE 
DIVISIONa manually signed and duly verified duplicate of 
THE 'CURRENT FISCAL YEAR END REPORT REQUIRED 
BY 17 CFR 240.17A-S. a focus II IepOit which he has filed 
with the"National Association of SecUI itics Deab s " , plus 
proof evidencing satisfaction of all the requirements of-para­
graph (E)(3) of this rule. 

(3) The.division of secUIitics may require other or addi­
tional reports during any calendar year and may require that 
StIch THE reports be audited by an independent certified pub­
lic accountant and under the oath and affirmation of the dealer. 

(J) Accountant's CCI tificatc 

An accountant's eLi Lificalc shall accOliipaIlj such (CPOi L 
filed undcr pal agI aplt (1)( 1 )(3) of this I ale. The eel tificatc 
shafr 

(I) Be dated, iJlduually signed and shall identify without 
detailed cllUIllcratioiJ the itClliS of the ICpOIL cOvcled by the 
CCllificalc. 

(2) COI1tain a reasoJIably cOIIlprcliciisivc statclilCiil as to Lite 
scope of th~ audit Illade, includiIlg a statcIiicnt as to whethel 
the aCCouIita1it ltv icwcd the ploccdulCS followed [01 safc-

gumding the seculitics of CUstOlilClS, and any auditing ploce­
dUles geiicIally IccogiJized as HUIllla] whieh have betn oInit 
lcd, and the Ieasons fUI tlieh oIilissioIl. 

(3) State that the audit was I1lade iii a,culdance with geaeI­
ally accepted auditing standalds applicable 8!ld lule 11a 5 of 
rhe stcatitics and excha.iigc COiluliissioI'1. ' 

t4) State whcthcI the audit oJilitled a~lY ·of the IIiinhnuili 
audit lequitcIillltLS 01 ailY plocedul' delilted necessalY by the 
aCcouIltant uildel the CilcUiiistai1CCs of the pailiculal case. 

(5) The accouiitailt's certificate shall state ,Ieatly the opin 
iOil of the accouiilaril w itlt 1 (speer to the financial stateIilCiit 
coveled by the ccdificate and the accQullting ptinciplcs alid 
pldctiecs ,efleeted thciein. 

(6) Any inaUelS to which the accountant takes exception 
shall be clem I) identified, the exception theietu shaH be spe­
cifically and clead] stated, dad, to the extent placticabic, the 
effect of each sach exception on the iclated itelii of the ['POi t 
shall be givcn. . 

00 (I) Notice of change of offiCCIs VI dhectols DEALER 
INFORMATION 

Whenever there is any change in the PRINCIPALS, PART­
NERS, officers or directors of a cOipOiation licensed as a 
dealer -in Ohio, or whenever there are any changes adchcss Vi 
any other material changes CHANGE from that THE INFOR­
MATION appearirig on the original application OR MOST 
RECENT LICENSE RENEWAL OF ANY DEALER, 
INCLUDING, BUT NOT LIMITED TO, THE FAILURE OF 
THE DEALER TO MAINTAIN ADEQUATE NET CAPI­
TAL, THE ESTABLISHMENT OR CLOSING OF A 
BRANCH OFFICE, OR, THE RESIGNATION OF THE DES­
IGNATED PRINCIPAL OF THE DEALER, THE fOuIl, such 
dealer shall, fVithwith WITHIN THIRTY CALENDAR 
DA YS, notify the division in writing of SttCh THE change, or 
change-s, and shall keep a record of. SttCh THE change or 
changes at its pI incipaI place uf busilless. 

tf:=7 (1) Notice required upon discontinuance of a salesman's 
employment . 

tt7 Upon THE resignation or discharge of a salesman, the' 
dealer employing such salesman shall, within ten THIRTY' 
calendar days, DELIVER A WRITTEN request the di.ision to 
cancel the license of StIch THE salesman TO THE DIVISION 
and shall advioe REPORT THE RESIGNATION OR DIS­
CHARGE TO THE DIVISION ON DIVISION FORM 16-B 
OR ON FORM U-S OF THE NA TIONAL ASSOCIATION 
OF ~ECURITIESQEALERS, !NC. to tltc dimioIl.: 

(3) The effective date of Iesign4tion Vi dischdige, and 

(b, ly\'hcthci the SCI vices of such salcsliiali WCIC Oi WCiC not 
satisfactoi y. 

(2) Such ilifoIIliatioll lilusL be 3ubluiLtcd Oil fOuii 16-B 01 
fOlln U-5. 

(hi) FiaudulcIll, evasive, deceptive. 01 glOSS}] UIlfaiI plac­
tices 01 devices hi the putchast 01 sale of securities 

A fail al e Oil the pat t of a licensed deale, to obs'l It e any 011e 
Oi [[tOlC of the folla w iug i ules of fail pi aelic"c is he. cby 
dcfitttd, fot tlte PlotcclioIl of iiivestols, as constituting a f.aud­
alenl, cvasi;e, dcccpti.,c and grossly uIifaiI placticc 01 device 
iIi the pUichase 01 sale of secuIitics. 
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(I) r.o I iceilsed dealei shall sell 01 otliel wise dispose of ailY 
security UpOIl tepleseIltatioIls cOIiliaiY to the stateilicilts COii­
tailled iii the legistiatioh by dCSCliptioh 01 applicatton--for 
legisliatioll by qaalification 01 iIi a IllaJiIiel cOilliaIY to the 
tellllS of any cidct of the divisioIl ielati1lg to sucl.i seeatities. 

(2) EvelY licensed dealel shall institute leasoliablc proce-
dUles aud adopt plecautioils designed to a;oid the sale 01. olhe. 
dispositioil. of ailY secuIity by a salcsliian eiilplojcd by sach 
dealel apoll IepleseiltatioIls cOIllia.} to the statcillents C011-
tailled in the legislidtion by desCiiptioil 01 application fot 
.CeislidtioIt by qualificatioI1 01 iI1 a iiianilel cantIaty to the 
ttl idS of ailY oidCi of tlit Ji v isiuH !cJJli!!g tv such SltU! itks. 

tNt (K) Inactive dealers 

(I) A licensed dealer, otherwise required to comply with 
PdiagIJphs (A) to (M) of this rule shall be exempted from 
compliance with paragraphs (D), (E), (F), f67 and ffl (H) of 
this rule, upon the filing, on a form prescribed by the division, 
"Notice of Change to {nactin Status" FOR THE ESTAB­
LISHMENT OF INACTIVE STATUS and approval thereof 
by the division. An inactive dealer may renew his ITS license; 
in the satne iliali11el as an active dealel, NO MORE THAN 
three consecutive times. Thereafter, the inactive dealer must 
apply for a license in the same manner as is set forth in 
paragraph (B) of this rule. 

(2) The filing of a "Notice of Change to {nacti" Status" 
shall opClate to tClliiiliate the THE employment of all salesmen 
employed by StIch A DEALER SHALL BE TERMINATED 
BY THE INACTIVE STATUS OF THAT dealer. A discontin­
uance of employment of a salesman, as required by paragraph 
ttl (1) of this rule shall be submitted with the "Notice of 
Chauge to {nacti it Status. " ANY APPLICATION FOR 
INACTIVE STATUS BY A DEALER. 

(3) An inactive dealer may resume status as an active dealer 
upon notice to the division, and proof of compliance with the 
requirements of paragraphs -(D), (E), (F), f67 and ffl (H) of this 
rule: , AND THE COMPLETION OF AN EXAMINATION 
OF THE BOOKS AND RECORDS OF THE DEALER BY 
THE DIVISION. 

(4) IIO""C1, an NO inactive dealer may not resume THE 
status of an active dealer tlaough tlte above ploceciule, if 
during the DEALER piCcedilig six y eaIShe was inactive for 
more than THIRTY-SIX MONTHS DURING THE PRECED­
ING SEVENTY-TWO MONTH PERIOD tlnee yealS. During 
inactive status, a dealer may SHALL not engage in the activi­
ties of a licensed dealer. 

(0) Good businGss repule defincd 

hi dctcl1iiining "good busilless lepute," as ased iIi sections 
1707.01 to 1707.45 of the Revised Code, the division shall 
cOiIsidcI whethel the applicant 01 licensed dcalel 01 saieSIllaIl. 

(1) I las eIigaged iii allY ael 01 pI deliee declared lo be a 
flaud, flaudulent act, ftaudaleIil plactice 01 ftaudulent hansac­
Lioll and Iccog1lilCd as such iii couils of law 01 equity 01 by 
allY adIlliIlistrative tribunal, slate 01 fedelaI, Oil 01 aftel July 22, 
1929, 01 by the code of ethics of allY associations of seeal itics 
salcsIilcii 01 dealers of which the applicant 01 licensed dealer 
01 salCSliiall was a IIlelilbcI at the tiltle of tOIiiliiission of the 
plohibitcd act 01 pIaetice, 

(2) lIas beeh the subject of allY cease and desist oidel 01 
peiiiianLlit 01 tLaipolary injunction 01 COliselil ordel agaillst the 

applicant 01 liceIisee 6r ailY dealel with WhOll. thc applicant 01 
licensee was associated iii auy capacity at the titue such oldel 
01 injunction ~as issued, 

(3) lIas been fouud guilty of auy felony, 01 of auy inisde-
111eall01 ilivolvhlg tllCft, deceptioli,. or Illolal tUlpitude, 

(4) I las been foulld ci y illy liable f01 conduct constituting 
incOliipetelice, gloss negligence 61 Iiiisconduct in the sale of 
secuI ilies, 

(5) Has been adjudicated banloupt, whele such adjudicatiOli 
deIlivllsliatcs UilSOUild busittess jUdgCliiClit, 

~6) Has been lefased membelship, legishatioll Oi iieeIlSil1g 
by any association of secutities SaleSl1ieIi 01 demcIs, any lecog-
1iized seeutities exeha1ige, 01 ail, state 01 fcdcrai agehe), 

(7) lIas been the subject of any suspension, expUlsion, 
levoeation, cenSUle.OI an) otltel disciplinalY actioh by ailY 
association of seeutities salcsillen 01 dealcls, aIlY recognized 
sec uti tics exchange, 01 any state 01 fcde. al agency, 

(8) If a dealel 01 supel visor, has engaged in ail] of the 
following conduct 01 its saiesiiicn haye engaged in a continued 
coalse of condact iIi any of the foliowing conducl. 

(a) Engaging iIi a pattelIi of unleasonable and unjustifiable 
delays in the delivery of sec uti ties pUlchased by any of its 
custoIilels andlor in the payIileltt upon lequest of flee ciedit 
balances leflecting couipleted liansactioils of aIlY of its 
custoIiielS, 

(b, Inducing liading in a custorlier'3 aCCouilt which i3 
eAcessi y e in size 01 ftequeIicy in vie w of the financial 
lescalces and ,haldctel of the accouIlt, 

tc) ReCOii1Iiiendiiig to a cust01l1el the pOlthase, sale 01 
exchange of aii, seculitj withOut leasonable giounds to 
belie vc that the recoIilIileIidatioIi is suitable fOI thc eastoille) 
based upon Icasonable inquiI} conceroing the castoIilel's 
iItyestrileilt objccti ves, finailcial situation and nceds, and any 
othei rCleyaIit infoIIlldtiori known by the dealel, 

~d) Executing a tLansaction on behalf of a custom" w itltout 
authotit, (0 do so, 

(e) Exelcising ailY discletiollatj pOWtI ill effecting a trans­
action fOI a custonlel 's account without fhst obtainiIlg WI ilteil 
diSCI etioBal y authoi ity [IOill tlte eastoIllel, u1iless the discre­
tionalY powel Ieiates solely to the tillie aIici]'ch plite for the 
execution of oldels, 

(1) Executing any ltailsactioll in a nialgin accouut without 
sceuting fIOIi. the castelliel a ploperly executed ~tittCil iilalgin 
agleelllellt PIOlilptly aftel the iIiitial b ansactioll in tlte accoullt, 

(5) Failing to segregate cuStO.IiCIS' flee securities 01 seCUl i-
ties held iIi safekeeping, 

(It) Ilypotitecating a custo11.e.'8 secutities without having a 
lieh tlteieoii unless the dealel sceulcs flOlit the custonle. a 
Plopctly execated WI itten cOIlsenl PIOIilptlj aftel the initial 
liaiisactioIi, except as peiiiiillcd by the Iules of the securities 
arid excllar.ge COliiliiissioii, 

6) Enteling into a haIiSattioIi with 01 FOI a castoillel at a 
price hot Icasonably lelalcd to the calIeht Iliatkct plite of a 
security 01 IcceiviIlg a tOiiiliiissioH iii excess of that piv;ided 

- 20-



• 

, CI t 1787 of the Re v ised Code [01 iii rap CI . aild I ales PI01iiUI-

,galed Ihe.eallde. , , 

- I ill seem ities ill f . t lstOLLlC[ pate La» IS f " 
k) Failillg toalillSi v a ,~u " r cOllfiIillalioil 0 iIlC, 
\j rr ' laic! lhail liIC oaLC 01 " lOS cc-

ail ontIJng, liO. t 01 a plchiliIilUlj P 1-' 
I tiOil cithc. a filial plOspee aJ I ' I t dhCi iilelade all 1 aIi .. H"", I d 't W lie I V5 

d dditiollaOCUul\""U, . f'losucctus, tas ail au a, Id be eOlltained ill ail". p' c illfollllalioil wlilch woa , 

. "l bi\ fees fa. SCI v Ices 'ble aild ltieqUi a " II f fk) ChdIgilig Uiika,vu.. 'eli as co ec .vu 
\ . '11 oas SCi v h.,,\..oJ .3U ~ d; cluduig IIilSC", CUI'-' • t t laaJigc 01 

bCtrOth!"" ,111 •• I d' 'd d<OI IliCh .. ~,,",I'\.,", f 
c ~a' • v I ".. ~ d ~ of iiiOJiics due 01 pill",., • .., '. I fckeeping, 01 custo j v 

f '( applalsa s, sa " b' i S ballsrel 0 se"u .. '''', 'clal d 10 its seedllbesa,u ", , 'I'd ethel SCI v iCC,:, I ""' seem lies "u 't 

f II to ail) pel Sail ailY sec ail j (I) Offetiog to buy .0111 01 SCI 'd to pUIehase 01 
' I cit dea Ci IS Plel-'a." d t tl t stated U11CC U11 \,..03., -7u. I d't" as aIG stale a ,\.-

a a -. d d'l COli 1 IVIl.3 II t h ullce ail dll el JU" sc a JU\.,. r b II 
timc of sach offel toay 01 5" , , 

" I'ho is other \AI 1St d I I 0 'Sdl tiCil-'a 11'0 v, TI "b' t. ) P ailyea Ci w. • I-'d dlSb I ubo .. 
v

u 
v', d' the I imal Y 01 seeOl. a. y '1 

fiilailcially ii1te.est~ 11,1 ,I-' 1 'II I Lv l.~J:.i6 V" ~ .. ~L.v:,~. 
't • !~~ .. .!. ~.., ......................... c~ 't ; bCili~ r I '~J ................. J • I" II t a seeUI I j l~ '? 

'H ~ " " I Ieplescli Hig 1(1 I l r II 
seealltiCs exe '''Uo

'', " rt"1 at a pi icc Ie evail v ." ff d to a CUStOiiiet at iiiat" ~ has ICasonable o "[~ I d I KiiOWS vi I 
h l; u11less t ie ~'" \,..1 I 't exists ot itl 111811'\.,"" PIH"~k t FI SUC I S\,..\,..W.I] 

Glounds to believc that a lilal \"'t l~ d by the deaIcI, 01 by allY 
'" d t d 01 COil 10 e " ~d : thail that ma ", "'"a ,", 'tit wltom he is asso".u" ." 

fOI WltOlit he is aClilig OI Wit II d b controlling 01 pet ,vu , , 'Ci SOli COli 10 e y, 
such dISlilbuliOIl, °t

l 
diU] "~ uch dcalel, 

d CV1I1I110IlCOilI0 nr IS 
all Ci , , 

"tolliel agaIlls v>.')>.') , h~i3na~~~~rorc~~nn~~~'~~t~~~'::1i~a:il~y~S~e~e;a~r~lt:lC~S (11) Gaarallteciiig a "uo , d b tl dealCi 01 iii allY 
I of sach castolliCl cail iC I )d ;" :11 01 fOi saeh 

securities: liai1SacltoIi e ~C e y 

... ostoIileI, 

bl:lable upon lcquest to ·r tk ,caSOHa y aval , ~ 
(0) Faiillgv ... a " , , J' 't d hallsactloll u. a 

; all iiitclCSt iii a so Itl " I 0 allY PCiSOIl expI"oo.uo , decmities exe lallg" • 
J' t d a iCcogmie ° I tf secUI it), 1I0tis e vu t (tem a balallee s ICC v 
tt duo a IOil 5j,:, , 

I d 011 all aa OI"a" 'I f tl' r Ihe lIames qav " f d loss statemellt 0 iC I,ou" , f I 
the issaCi, a plO It all t ffiCCiS the lIatme 0 he 

' ,; to at lIeiS or 0 , 'bl 
of the IssaCi s plOp .. " d I-' 'I bl infOlilialioll iCason" y 

'i) aval a e , bTt basilless of the Issac. au aId 'bTt lack of deSiIa 1I) 
I f the eSii a I I Y 01 , t' 

issuel of allY seem I)" I I of sach seeailty, I" 
f tlUiC Idse 01 sa e d' Ie fr a castoiiielOi ." I-' I t If sachlse oSu. 

v', f aeh cOliliol to sac I cas Oill"., I ivill 
eXistellee 0 S , , 't I II b sappleiiieilled by t iC g 0 
't i1iade ill Ii i1tllig, ISla " b fr tl coiliplctioll of IS lIV • It e vI,"" 1'-' d" f wtitteIi dISC 0501,"" U VI 01 sell I1lg a 

the li aiiSactioll, 01 f I 

b r d pablie offCi illg of all 0 ,I iC T tk olla I "d 
(q) Faiillgo lua "u I fr d' t 'b fOil whcthCi acquiI" 

d d vi IS I I a. , b secm ilies allottc to ae" ". i b I or nom a ilIem Ci 
' lI'oal-' 1I em " , II' 

as all alldCi Wi.'ICi, a ~e u.'b ~"Oil~S all dildCi "lilCi 01 se mg ., t" II Isbi U 1 pattJcIpa 1110 III I\'" 

gIOUp lileillbcI. 

(9) If a SaleSJllan, has engaged V f the folio w iIlg iIi dily 

" tided OIi the t ttansactIOIiS liO I,",,\"'V (a) Effectillg 5e(U111\,..>.') I I " I tl e salesIIldii 
d of the dea Ci "u". • I books 01 I ceors iegu al 

tl : d; "tiling bj I the LtdIisactiollS dIe au lOu,""" 111 

lepleseilts, ail"" t'f Ihe liailsaction, 
the dealel pi iOi to eKeea 1011 v , 

. "'coulit containing ficlt~ " fb) EstablisI,itig Oi llidrntaitlilig al.'t a ", t" 5 which would 
\ "d [execute I allsae Ion lious illfolIiiattoil Hi 01 ""I v " 

othCI wise be plohibitcd, . 

, I 'fiti losses in the " d'etl 01 illdllect j iii piv ~ v , , f 

SiOIlS, PIO ils 01 v '""I\,.. 'I not also lIceIlse a.3 G 

of seeal illes Illii,:, ,:, a "" I C dlel undCincc VJ. 
' , tl 't t Wit rail) pel SOu d' t 
~ I d .. i 01 ful a Ca saleSIiiail (OI t Ie saul'"" ,""a,"", 

, d' eet CViiIIlIOIl eOliliol, ~b) 

iii • __ • ~m;.!-gin]g-lti~~~~~'f~' ~~; :~Da~1 a;5~1 a~p~I' ~~O~}X~8~n~; ~ "d teCi1e ... c en ~0)~i}~:;:o~~;~~)';~t(O;(8)(:), ~O)~8)f) [sic], ~O)~8V 01 

~O}~8}(II) of this I ale, , 

I ' tl ·1 not 'iiclu-d ft fOih iii ii, ... '" "'''' I The conduct ali ac IVU':' °d" t I forgel}, CutheZl c-
' 'tl COli de Sde, aJ - - t f she. Eligagnig lit v 1':'1 ltd' I 3me llti5statcntCll 0 
' lillp eelS" v. I aU I lnelil, IIOII-diSC 05UI""" J..u""IVt' deutiYc pldcticcs s '" a SUI 

' I ft I mailll-'u a lYe Oi e", ~ , t shal' mateiiaa" ~, ~ "ood basilless lepu e,,,~ , 
be colisidCied ill dcteIlliiiiiiig g r I has violated ailY PIOYi­
tv ideIicc that the litCIisee Of I a

tl
Pp IRcan , d Code, Vi Chaptel 

CI L 1987 0 Ie CVlse sion OfidP er ,: , C de 
1381.6-3 of the AdilliiilsbatiYe 0 , : 

" ., I t a of the above acts ' to- b tl e dlviSiOIl hauy ffi' t A dcteiilillia 10.. y. 'Hute sa eleu 
J b "Cd III Illay tau., J. 

COIlductiasceu \"'115~5 t" pilUle to Ielle" a VI , le,oea IOn v. u ! 
glOands fOi deili~ "s~spe';:;lm, • 't a peals 011 the face of he 
license by the dl Y lSiGil·

I
," lCie I p I appliealioil that the r ( -lteilSe reilewa

al 
license app Ica ivu VI. I d L the license 01 leile,.... 
'I "CI ill sac I COil U", I' e pphcantla., '""".s"5"" , . t tf pane CO"~h> IU.s 

a t dl b a majOil j TV" V", f tl 
shall be glan c V" J f) 't' tl nOllity IilSpccLo. 0 n .. 

' '~Ull Ito .".. 'f f the COilimlSSlOilCi v,,,,, " f d alCi lieellsmg v 
v. , " f I ities and the sapel VlSO. 0 "" dl V 181011 0 sec"" " . 
the di v isioH of seedllbes. 

~P) ChaIlgt of pm tIlW; 

fr of dealer's lic;:ense pUIsuant All applications for bans ,:,1 :;. d I II be filed on fOilii 
' 1987 lef the Rcvised 0 e 5 la to sCChOIi . v " . 

15 f the di, ision of seeUl ItltS, . 

o I "t file consisting of all I I II k COiJ11-' diu I 

Wi i tteil eomp aill s', fil "v. t be maintained 011 a C Uil Cil crl cOlllplallil C I110S jedrS, I" lC 

basis; the folio w iIlg t It ai ,j kecp caIIent (R, All dealer S 5 Ia Iii \,... GU " 

d I Hg t Its bdsmess, books and leeOI S It a 11 v , 

d f '; I Cillt y) contairring an ( tl ..... 0 0116uIG , , (1) DJotLelSOI 0 ler I,"",""VI I dies of sccuilhCS, 
' 'Idf all pUle lases au ,a, 'f t itennzed dat y .CCVI. v, fit: ,.,. fincludutg celli lca \,.. 

d d I seeat. .,,~ \ I I 

amouilt 0 seeUl n,,0,j d t
U' d tl hailie 01 othCi deSigua lOr. 

' (:f \ the ltd e a e, all 1"" 'd r whorn pI1ce I uuy" I d. IceeIOf Vi v 
flOIli pUl,"" IG>.')"" V f tl pel SOh IVIU ...... , 

~old':1 delivCied, , 

A t'li assets aild ha­( oUeeolds) iC eCluo a (2) LedgeIs Oi lei I d :Lal accounts, 
" .. d 'ellse all C"'1-" , '\ t .iiCOiIh ... Gll \"'''1' 

Di. ''''', I 

( tl ICCCJids) iteliiiziIig sepal ate j (3) LedgcI accounls 01 0 lCI 
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as to each cash aud Iildl t)Ii aCcoulit of eveLY castoIllel dIid of 
the dcalet Jild patliICls thueoF, all pUichases, sales, teceipts 
Jnd deii"clics of secutities aod COiJilliodities fot such aCCOUiit, 
and' all otheI debits aud cicdits to such JCCOUlll: 

(4) Ledgers (01 oliter rccords) reflecting tIle followilig. 

(a) Secut iti,s iIl 1I alisfei, 

(b) Dividends and in'telesl received, 

(c) S·CCUI ities bOilo wed aud securities loaded, 

(d) ~1oIiics bOI i owed and loonies loaIied (logethci with a 
I(cord of the collateral thciefoi and any substitutions ill such 
collatu al), 

(e) SecuIities failed to leceive and failed to delivet, 

(1) All IOIl~ and all slJOil stock t eCOI d differ eilces di isiIlo 
nOll} a quadcdy SCCUlilics cXUIiiiiiatioIi, COUilt, verificatioli and 
tOtUpal isoa (by date of eXdiiliiiatioIl, couill, vel ificatioIl and 
cOlllpatisoli show iii:::> for each sccutity the IluliibC;t of shales of 
101lg 01 shod coUuj diffclcnccs). 

(5) A securities tecold 01 ledge I reflectillg separately for 
each secutity as of the clea.aIiee daLes all "long" 01 'tshOil P 

positiolls (iiicludiIio secur ities in safekeeping) cal I ied by the 
dealel fOI its account 01 fOI the accouIit.of its eastolllC.S 01 

pa.ltiCIS and showing the location of all securities "long" ~nd 
the offsettiti:::> position to all seeUI ities "shot t," including 
"long" security COUllt diffclellces and "short" security COUIlt 
diffelcIices classified by the dalt: of Llie physical count and 
velificatioll ill hltich tItey wele discoveled, and in all cases the 
IiaiJie OJ designation of the aCcouilt ill which each positioll is 

(6) A J1leillOlanduiIi of eaclt blokelage oldet, and of aiiY 
otlier instr uctiod, gi v ell Oi t (cei v cd for the pOi chase 01 sale of 
securities, ",hethcI executed 01 unexecuted. Such lilelilOlaIl­
dalll shall show the tenilS aild cOI1ditions of the older 01 

insli uctions and of aIlY illodificatioli 01 cancellation theie(lf~ 

the accoulIt fOI which enteled, the tillie of Clilty, the plice at 
which executed and, to the extenL feasible, the tillie of execu­
lion 01 callcellatioii. OrdeIs cnteled pursuant to the exelcisc 
thet eof, shall be so designated. The teIlll "illstI action'· shall 
be deehled to inclode iiiSb neliohs betweeii par biel sand 
employees of the dealct. The tum "time of enlty' , shall be 
deelIled LO IlieaIl the liiik whcH the dealet li aIiSillits the oldel 
Ot illSliuctioii fOI cxecution vi, if it is noL so lIallslllittcd, the 
lillie when it is leccivcd. 

(7) A liklliOi dlldulil of each putthase and. sale fOI the 
account of such l1iClilbcl, br okc., 01 dealer show iug tlte pI icc 
and, to the extent feasible, the tiIBe of cxecutioIL, aILd, iii 
addition, whele such PUt chase VI sale is tV itlt a CuSLOlilel othcr 
than a broke) 01 dcaler, a IIleIIIOlanduIJI ureach oldel received, 
show ing the till1e of leceipt, the teHilS and conditions of the 
oldcI, and the aceouIit iII which it was etltcied. 

(8) Copies of confillilatioils of all purchases and sales of 
seeUI itics and copies of notices of all otiter debits aud ciedits 
[01 seCUl itics, cash and otliel itCIiiS [01 tlie account o[ castolil­
CIS and padiie! s of the dealer. 

(9) A IetOld iii ICSpcct of each cash and Illdl e jIl accou11t 
w itll the dealer containing the liati1e and addless of the beliefi­
tint OWilei of such account and, in the case of a liidlgiil 
accou1lt, the sigJiature of such OWliCl, PIOv idcd tliat, ill the case 
of a joint aCCouiit 01 ail account of J cOlpolatioIl, such ICCOlds 

ate lcquiled vIlly iIi lespeet of tlte PCiSOil or petSOHs authorized 
to"" 1I aliSUCL business fol such aCCOuill. 

(18) A iCCOid of all puts, calis, spieads, straddles and othel 
...,pl:...,uv:" nL:" .. .L l!l"" J"""l"", I,,,.., au] J~1\.,,\"". VI ~l1Jil~\"l ilIl\-;ll!;;~rur 
which the dealLI has glanted 01 guaIanleed, containing, at 
least, an identiFication of the seeatity and the nuntbet of anits 
involved. 

(11) A recold of the proof of IiioIiey balances of allledgci 
aCcoullts iJl the [OIll1 of trial balances, and a .lccotd of the 
(orilpotatioii of aggtcgatc indcbtcdlless and net capital, as of 
the tr ial balance date, PIOv idcd, however, that any nleIllbct 'of 
the "tic w 'YOI k Stock Exchange," "AlilctieaIi Stock 
Exchange," "Midwest Stock Exchange," Vi "Cincinnati 
Stock Exchange" shall illake a lecold of the COIllputatioli of 
agglegatc indebtedness and net capital as of thc hial balance 
date ill accendance -w itlt the capital I ules of at lease [sic] onc of 
tlte exchanges of h hich it is a lllClllbcI. Such tr jal balances and 
COlliputatioiis shall be prcp;;ucd CUlietilly at least vilce a illOilth. 

(12) Fai purposes of ballsactioIls illlllullicipal secudties by 
Uluul\ . .lpal ~\"\"ulilil;~ LIUkcros aiid lliuilicipal securi6cs dcaleIs, 
compiiailee w ilh t ule G-S of the municipal seeut ities IUlemak­
ing boat d w ill be dccllied to be cOIlipiaincc [sic] W hit this 
paragraph. 

COliipliance with i ule 17a-3 of the seeUl ities and exchange 
eOIllIliission shall be deeilled cOiliplialicc with pat agl aph (R) of 
this lule. 

Prior effective dates: 9/1/87, 5/9/86, 9/8/83, 6/23/81, 
8/3/78, 12/31/75 

1301:6-3-16 Application for and iS3Uance of salesman's 
license 

(A) Prior THE DIVISION SHALL NOT ISSUE A 
LICENSE to lieeIlsote, ail ANY applicant FOR LICENSING 
AS A SALESMAN shall fUIilish WHO HAS NOT FIRST 
FURNISHED evidence TO THE DIVISION that HE OR SHE 
the applicaut has: passed all apprOved exaiHiiIatioli establishiIlg 
knowledge of securities laws and practices. 

(B) The di v isioIi of seeol ities shall cOlisidel the applicaIit to 
have ,lletthc requilcillellts of pat agl aph (A) of this lulc, if the 
applicaut has. 

. (I) Achieved a SCORE OF seventy per cent OR BEITER 
score on the "Unifonn Securities *gents AGENT State Law 
Exam," SERIES 63 AS ADMINISTERED BY THE 
NATIONAL ASSOCIATION OF SECURITIES DEALERS, !Nc.: or - - -

(2) Been licensed wdliiIl the last two yeats as a salesman of 
seeUi ilies by the division of secUi ilies, Vi WITHIN THE TWO 
YEARS IMMEDIATELY PRECEEDING THE DATE OF 
THE APPLICATION; OR 

(3) Passed a scculities salesiiiaIi 01 Iegistcted Ieplescntativc 
= ACHIEVED A PASSING SCORE ON ONE OR MORE 
OF THE FOLLOWING EXAMINATIONS administered by 
the "National NATIONAL Association .of Securities Deal-
ers," the' 'ric W)'OI k Stock Exchange," the t 'Anaci iean Stock 
ExchaIige," 01 the seeul ities and exchange COiiiIiiissioii. !NC.: 

(a) INVESTMENT COMPANY AND VARIABLE CON­
TRACTS PRODUCTS REPRESENTATIVE, SERIES 6, 
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(b) GENERAL SECURITIES REPRESENTATIVE, 
SERIES 7. . 

(c) GENERAL SECURITIES SALES SUPERVISOR, 
SERiES i\. 

(d) DIRECT PARTICIPATION PROGRAMS REPRE­
SENTATIVE. SERIES 22. 

(e) GENERAL SECURITIES PRINCIPAL, SERIES 24, 

(0 INVESTMENT COMPANY AND VARIABLE CON­
TRACTS PRODUCTS PRINCIPAL, SERIES 26. 

(g) FINANCIAL AND OPERATIONS PRINCIPAL, 
SERIES 27. 

(h) DIRECT PARTICIPATION PROGRAMS PRINCl­
PALSERIES 39. 

(i) MUNICIPAL SECURITIES REPRESENTATIVE. 
SERIES-52. 

(j) MUNiCiPAL SECURiTiES PRiNCIPAL, SERIES 53, 
OR-

(k) MUNICIPAL SECURITIES FINANCIAL AND 
OPERATIONS PRINCIPAL, SERIES 54. 

t€J (B) THE DIVISION SHALL NOT ISSUE A LICENSE 
TO ANY Applicailts APPLICANT for liceilsUie pUisuailt to 
sectioil 1787.16 of the Revised Code LICENSING AS A 
SALESMAN iilUst sublllit eithCi WHO HAS NOT FIRST 
SUBMITTED TO THE DIVISION a FULLY COMPLETED 
f0I111 U-4 of the .. NatiOilal NATIONAL Association of Securi­
ties Deale"," DEALERS. INC. or form 16 of the division of 
scedl itics. 

Prior clTectil'c dates: 9/1/87. 5/9/86, 6/23/81, 12/31n5 

1301:6·3·19 COiIditioils of dCiOIl DECEPTIVE PRAC· 
TICES AND GOOD BUSINESS REPUTE 

(A) COIlditions of CSCIOn. "VhCIle",,! the division shall 
IcquiIC that the plocccds of sale of sctutilics IcgistClcd by 
qualif'icalio1l be held iIi (seld'" uJltil a cCilaili PCICCl1tagc of the 
issue has becli sold, 110 issuer Oi dealel licCJlscd to sell such 
sec OJ iLics, w lio pal chases a pOilioIl of the issue pI iot to tCIIlli­
nation of tlie esCIO". ieqaiieIiielit, .sliall sell saeli pUieliased 
secUI ilic.s until all of lite is.\uc has bew sold 01 the pCI iod of 
cffcCLivClICSS of the Icc isliatiol1 has clided. 

fB1 No hc=cd dealer or salesman shall: 

(I) Engage in any pattern of unreasonable or unjustified 
delay in the delivery of securities Pdlchased SOLD by-a 
custOlilCI; 

(2) Induce trading in a customer's account which is exces­
sive in size or frequency in view of the filialicilig FINANCIAL 
resources OF THE CUSTOMER or character of the account: 

(3) Execute a transaction on behalf of a customer without 
authority to do so; 

(4) Exercise any discretionary power AUTHORITY in 
affectiilg a lialisactioli SELLING, PLEDGING, HYPOTHE­
CATING OR PURCHASING SECURITIES for a cuStOiiLCl'S 
CUSTOMER acconnt without first obtaining A MANUALLY 

?IGNED,written disCictiolidiY dutltOIity AUTHORIZATION 
from the -customer, unless the discretionary -power AUTHOR­
ITY relates solely to the time or price for execution of orders; 

SELL, purchase, sate or cxchalige of RECOMMEND THE 
SALE- OR PURCHASE OF any security without reaso~able 
grounds to believe that stteh THE transaction or recommenda­
tion is suitable for the customer, based upon reasonable inquiry 
concerning the customer's investment 'objectives, financial sit­
uation and needs, and any other relevant infonnation known to 
dealer or salesman; 

(6) Mfcct SELL, PURCHASE, EFFECT any transaction in 
or induce the purchase or sale of any security by means of any 
lIiaIiipulativc, deceptivt 01 f,aadultnt device, practice, plan, 
program, design or contrivance DECLARED TO BE MANIp· 
ULATIVE, DECEPTIVE OR FRAUDULENT AND RECOG· 
NIZED AS SUCH IN COURTS OF LAW OR EQUITY, OR 
BY ANY ADMINISTRATIVE TRIBUNAL, STATE OR 
FEDERAL, ON OR AFTER JULY 22, 1929, OR BY THE 
RULES, BY-LAWS, CODE OF ETHICS OR OTHER PUB­
LISHED STANDARD OF ANY SELF·REGULATORY 
ASSOCIATION OF SECURITIES DEALERS OR SALES· 
MEN OF WHICH THE DEALER OR SALESMAN WAS A 
MEMBER AT THE TIME OF THE TRANSACTION:,;! 

(7) Share <l: ANY commission, DISCOUNT, OR OTHER 
REMUNERATION from the purchase or sale of a security 
with any ulilicClised ilidividual PERSON NOT LICENSED AS 
A DEALER OR SALESMAN BY THE DIVISION; 

(8) Enter into any transaction with or for a customer at a 
price not reasonably related to the current market price of the 
security involved in the transaction; 

(9) Fail to disclose, IN WRITING, to a customer PRIOR 
TO THE SALE OF A -SECURITY that the ticcnsed dealer or 
salesman CONTROLS, is' controlled by, COiiliOllh.o OI otltCi­
wise affiliated", ith, OI -IS under common control with, OR IS 
AFFILIA TED WITH the issuer of any THAT security; before 
ClitCliilo iilto aBY cOilliacl with 01 [01 a CUSlOIlICI -fot the 
pal chase Oi sale of a seeOI ity, 

(10) Borrow any money or seCUrItIes from a customer, 
except OTHER THAN for obligations of dealers arising out of 
customary option transactions, activity in margin accounts, the 
maintenance of customer free credit balances, delivery failures 
in the ordinary course of business, loans from banks and other 
INSURED financial institutions, and deposits made pursuant 
to written subordination agreements or pursuant to securities 
loan agreements made to cover short positions; 

(11) UpOIl discovclY of allY dppmcnl violatioJl of this lulc 
which is also an appmcIIL dolation of ail] lulc of a national 
seem iLics exchaJloc 01 Iiational associatioIi of which a deale! 01 

a saicslIlall is a lilellibei, 01 of the UIijted SLaLes seCOl iLics aud 

Key 

1. Clossed out language is being removed. 

2. ALL CAPITALS AND UPPER CASE LANGUAGE IS 
NEW. 

3. Underlined letters stay upper case, underlined number~ 
and punctuation stay as they appear. 
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C'<ChJIi~C COJlllllissit)ll, the di v i . .,joll Ilia] ,efer au) such tv i­
deIice of vioL.(tioil to the app,opridtc icgulatoi] body iIi lieu of 
piocccdiiig aiidCi tltis 10k. SELL ANY SECURITY IN VIO­
LA TION OF 17 CFR 15C2-6; 

(12) SELL OR OTHERWISE DISPOSE OF ANY 
SECURITY UPON REPRESENTATIONS CONTRARY TO 
THE STATEMENTS CONTAINED IN THE APPLICATION 
FOR REGISTRATION OR FOR QUALIFICATION BY 
EXEMPTION OR IN A MANNER CONTRARY TO THE 
TERMS OF ANY ORDER OF THE DIVISION RELATING 
TO THE SECURITIES; 

(13) EXECUTE ANY TRANSACTION IN A MARGIN 
ACCOUNT WITHOUT FIRST SECURING FROM THE 
CUSTOMER A MANUALLY SIGNED, WRITTEN MAR­
GIN AGREEMENT; 

(14) SHARE DIRECTLY OR INDIRECTLY IN PROFITS 
OR---COSSES IN THE ACCOUNT OF ANY CUSTOMER 
WITHOUT THE WRITTEN AUTHORIZATION OF THE 
CUSTOMER AND THE DEALER WHICH THE SALES­
r-.l!AN REPRESENTS; 

(15) RECEIVE ANY COMMISSION, DISCOUNT OR 
OTHER REMUNERATION IN EXCESS OF THAT PRO­
VIDED FOR IN CHAPTER 1707. OF THE REVISED 
~ODE; -

(16) FAIL TO FURNISH TO A CUSTOMER PURCHAS­
INGSECURITIES IN AN OFFERING EITHER A FINAL 
PROSPECTUS OR A PRELIMINARY PROSPECTUS AND 
ADDITIONAL DOCUMENTS WHICH WOULD INCLUDE 
ALL INFORMATION REQUIRED FOR A FINAL PRO­
SPECTUS, NO LATER THAN THE DATE OF CONFIRMA­
TION OF THE TRANSACTION; 

(17) REPRESENT TO A CUSTOMER THAT THE 
DEALER OR SALESMAN WILL GUARANTEE ANY PER­
SON AGAINST LOSSES IN ANY SECURITIES 
TRANSACTION; 

(18) FOR SECURITIES NOT LISTED ON A RECOG­
NIZED SECURITIES EXCHANGE OR QUOTED ON AN 
AUTOMATED QUOTATION SYSTEM, FAIL TO MAKE 
REASONABL Y A V AILABLE UPON REQUEST TO ANY 
PERSON FINANCIAL STATEMENTS AND RELATED 
DISCLOSURES OF THE ISSUER, A PROFIT AND LOSS 
STATEMENT OF THE ISSUER, THE NAMES OF THE 
ISSUER'S PROPRIETOR, PARTNERS OR OFFICERS, THE 
NATURE OF THE BUSINESS OF THE ISSUER AND ANY 
OTHER INFORMATION A V AILABLE TO THE DEALER 
REASONABLY NECESSARY FOR EVALUATING THE 
DESIRABILITY OR LACK OF DESIRABILITY OF 
INVESTING IN THE SECURITIES OF AN ISSUER, 
WHICH INFORMATION SHALL NOT BE DATED NOT 
MORE THAN FIFTEEN MONTHS PRIOR TO THE DATE 
OF DELIVERY BY THE DEALER OR SALESMAN; 

(19) ESTABLISH OR MAINTAIN AN ACCOUNT CON­
T AINING FICTITIOUS INFORMA nON IN ORDER TO 
EXECUTE TRANSACTIONS WHICH WOULD OTHER­
WISE BE PROHIBITED; OR 

(20). EFFECT ANY SECURITIES TRANSACTION NOT 
RECORDED ON THE REGULAR BOOKS OR RECORDS 
OF THE DEALER WHICH THE SALESMAN REPRE­
SENTS, UNLESS THE TRANSACTION IS AUTHORIZED 
IN WRITING BY THE DEALER PRIOR TO EXECUTION 
OF THE TRANSACTION. 

(B) NO DEALER SHALL: 

(1) FAIL TO INSTITUTE REASONABLE PROCE­
DURES AND TO ADOPT REASONABLE PRECAUTIONS 
DESIGNED TO A VOID THE SALE OR OTHER DISPOSI­
TION OF ANY SECURITY BY A SALESMAN 
EMPLOYED BY THE DEALER UPON REPRESENTA­
TIONS CONTRARY TO THE STATEMENTS CONTAINED 
IN THE REGISTRATION BY DESCRIPTION OR APPLI­
CATION FOR REGISTRATION BY QUALIFICATION OR 
IN A MANNER CONTRARY TO THE TERMS OF ANY 
ORDER OF THE DIVISION .RELATING TO THE 
SECURITIES; 

(2) FAIL TO SEGREGATE CUSTOMER'S FREE 
SECURITIES OR SECURITIES HELD FOR 
SAFEKEEPING; 

(3) HYPOTHECATE A CUSTOMER'S SECURITIES 
WITHOUT HAVING A LIEN THEREON UNLESS THE 
DEALER FIRST SECURES FROM THE CUSTOMER A 
MANUALLY SIGNED, WRITTEN CONSENT, EXCEPT 
AS PERMITTED BY THE RULES OF THE SECURITIES 
AND EXCHANGE COMMISSION; 

(4) CHARGE UNREASONABLE AND INEQUITABLE 
FEES FOR SERVICES PERFORMED, INCLUDING MIS­
CELLANEOUS SERVICES SUCH AS COLLECTION OF 
MONIES DUE FOR PRINCIPAL, DIVIDENDS OR INTER­
EST, EXCHANGE OR TRANSFER OF SECURITIES, 
APPRAISALS, SAFEKEEPING, OR CUSTODY OF 
SECURITIES OR OTHER SERVICES RELATED TO ITS 
SECURITIES BUSINESS; 

(5) OFFER TO BUY FROM OR SELL TO ANY PERSON 
ANY SECURITY AT A STATED PRICE UNLESS THE 
DEALER IS PREPARED TO PURCHASE OR SELL AT 
THE PRICE AND UNDER THE CONDITIONS STATED 
AT THE TIME OF THE OFFER TO BUY OR SELL; 

(6) WHEN PARTICIPATING OR OTHERWISE FINAN­
CIALL Y INTERESTED IN THE PRIMARY OR SECOND­
ARY DISTRIBUTION OF ANY SECURITY WHICH IS 
NOT ADMITTED TO TRADING ON A NATIONAL 
SECURITIES EXCHANGE, REPRESENT THAT A SECUR­
ITY IS BEING OFFERED TO A CUSTOMER "AT MAR­
KET" OR AT A PRICE REASONABLY RELATED TO 
THE MARKET PRICE UNLESS THE DEALER KNOWS 
OR HAS REASONABLE GROUNDS TO BELIEVE THAT 
A MARKET FOR THE SECURITY EXISTS OTHER THAN 
THAT MADE, CREATED OR CONTROLLED BY THE 
DEALER, OR BY ANY PERSON FOR WHOM HE IS ACT­
ING OR WITH WHOM HE IS ASSOCIATED IN THE DIS­
TRIBUTION, OR ANY PERSON CONTROLLED BY, CON­
TROLLING OR UNDER COMMON CONTROL WITH THE 
DEALER; 

(7) REQUIRE ANY PERSON TO PURCHASE ANY 
SECURITY AS A CONDITION OF EMPLOYMENT; 

(8) FAIL TO MAKE A BONA FIDE PUBLIC OFFERING 
OFALL OF THE SECURITIES ALLOTTED TO THE 
DEALER FOR DISTRIBUTION, WHETHER ACQUIRED 
AS AN UNDERWRITER, A SELLING GROUP MEMBER, 
OR FROM A MEMBER PARTICIPATING IN THE DISTRI­
BUTION AS AN UNDERWRITER OR SELLING GROUP 
MEMBER; 

(9) FAIL TO REASONABLY SUPERVISE SALESMEN 
OR OTHER PERSONS ASSOCIATED WITH THE DEALER 
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OR TO ESTABLISH REASONABLE PROCEDURES 
DESIGNED TO A VOID VIOLATIONS OF CHAPTER 1707. 
OF THE REVISED CODE OR OF CHAPTER 1301:6-3 OF 
THE ADMINISTRATIVE CODE-BY SALESMEN OR 
OTHEK PERSONS ASSOCIA'"TED WITH THE DEALER; 

(10) REQUIRE ANY SECURITIES CUSTOMER BY 
AGREEMENT OR OTHERWISE. TO LITIGATE. ARBI­
TRATE. OR MEDIATE ANY MATTER ARISING OUT OF 
A SALE OF SECURITIES IN TI-IIS STATE AT A LOCA­
TION OUTSIDE OHIO UNLESS THE DEALER HAS 
CLEARL.Y DISCLOSED THE EXISTENCE OF -ANY 
REQUIREMENT TO LITIGATE. ARBITRATE, OR MEDI­
ATE OUTSIDE OHIO PRIOR TO THE SALE OF SECURI­
TIES G'IVINGRISE TO THE DISPUTE TO BE LITI­
GATED, ARBITRATED, OR MEDIATED; or 

til) ADVISE THE' PURCHASE OR SALE OF ANY 
SECURITY FOR A CUSTOMER UNDER ANY ARRANGE­
MENT WHEREBY THE DEALER WILL RECEIVE ANY 
COMMISSION. PROFIT, DISCOUNT. OR OTHER REMU­
NERA TION FOR ACTING AS AN INVESTMENT COUN­
SELLOR OR ADViSOR~ H~ ADDiTiON TO Ai-..JY COM­
MISSION. PROFIT, DISCOUNT OR OTHER 
REMUNERATION FROM THE SALE OR PURCHASE OF 
THAT SECURITY. UNLESS: 

(a) THE DEALER AND THE CUSTOMER HAVE EACH 
SIGNED A WRITTEN CONTRACT FOR FURNISHING 
INVESTMENT ADVICE BY THE DEALER WHICH SETS 
FORTH THE FEES FOR INVESTMENT ADVISORY SER­
VICES. AND 

(b) THE CUSTOMER HAS BEEN FULLY INFORMED 
OFTHEAMOUNT AND SOURCES OF ANY COMMIS­
SION. PROFIT. DISCOUNT OR OTHER REMUNERATION 
TO BE RECEIVED BY THE DEALER FROM ANY 
TRANSACTION WHERE THE DEALER WILL BE COM­
PENSA TED FOR SERVICES AS BOTH AN INVESTMENT 
COUNSELLOR OR ADVISOR AND FOR THE SALE OR 
PURCHASE OF ANY SECURITY. 

(C) rio lice1ised deale. sliall IcquiIC all} PCiSOIi to putehast 
d05 3CCUlits as a conditioil of CiIlplo5IllCiil. FOR THE PRO­
TECTION OF INVESTORS, THE CONDUCT DESCRIBED 
IN PARAGRAPHS (A)(I) THROUGH (A)(20) AND (B)(I) 
THROUGH (B)( II) OF THIS RULE SHALL BE DEFINED 
AS DECEPTIVE PRACTICES OR DEVICES IN ..THE 
PURCHASE OR SALE OF SECURITIES, AS THAT TERM 
IS EMPLOYED IN SECTION 1707.19 OF THE REVISED 
CODE. 

(0) IN DETERMINING '"GOOD BUSINESS REPUTE." 
ASnlAT TERM USED IN SECTIONS 1707.15, 1707.16 
AND 1707.19 OF THE REVISED CODE. THE DIVISION 
SHALL CONSIDER WHETHER THE APPLICANT 
DEALER OR SALESMAN: ' 

(I) HAS ENGAGED IN ANY ACT OR PRACTICE 
DECLARED TO BE A FRAUD, FRAUDULENT ACT, 
FRAUDULENT PRACTICE OR FRAUDULENT TRANS­
ACTION AND RECOGNIZED AS SUCH IN COURTS OF 
LA W OR EQUITY OR BY ANY ADMINISTRATIVE TRI­
BUNAL, STATE OR FEDERAL. ON OR AFTER JULY 22, 
1929, OR BY THE CODE OF ETHICS OF ANY ASSOCIA­
TION OF SECURITIES SALESMEN OR DEALERS OF 
WHICH THE APPLICANT, DEALER OR SALESMAN 
WAS A MEMBER AT THE TIME OF COMMISSION OF 
THE PROHIBITED ACT OR PRACTICE; 

(2) HAS BEEN THE SUBJECT OF ANY CEASE AND 
DESIST ORDER, PERMANENT OR TEMPORARY 
INJUNCTION, OR CONSENT ORDER AGAINST THE 
APPLICANT, DEALER, OR SALESMAN, OR ANY 
DEALER WiTH WHOM THE APPLiCANT, DEALER, OR 
SALESMAN WAS ASSOCIATED'IN ANY CAPACITY AT 
THE TIME THE ORDER OR INJUN~TION WAS ISSUED; 

(3) HAS BEEN FOUND GUILTY OF ANY FELONY, OR 
OF ANY MISDEMEANOR INVOLVING THEFT, DECEpc 
TION, OR MORAL TURPITUDE; 

(4) HAS BEEN FOUND LIABLE FOR CONDUCT CON­
STITUTING INCOMPETENCE, MISCONDUCT OR 
GROSS NEGLIGENCE IN THE SALE OF SECURITIES; 

. . (5) OR A FIRM OVER WHICH THE APPLICANT 
DEALER, OR SALESMAN HAS EXERCISED MANAGE~ 
MENT OR POLICY CONTROL OR HAS OWNED TEN 
PERCENT OR MORE OF THE SECURITIES HAS FAILED 
IN BUSINESS, MADE A COMPROMISE WITH CREDI­
TORS, FILED A BANKRUPTCY PETITION, OR BEEN 
DECLARED BANKRUPT; 

(6) HAS BEEN REFUSED MEMBERSHIP REGISTRA­
TION OR LICENSING BY ANY PROFESSIONAL ASSOCI­
ATION GRANTED DISCIPLINARY OR REGULATORY 
AUTHORITY BY STATE OR FEDERAL LAW, ANY 
ASSOCIATION OF SECURITIES SALESMEN OR DEAL­
ERS, ANY RECOGNIZED SECURITIES EXCHANGE, OR 
ANY STATE OR FEDERAL AGENCY; 

(7) HAS BEEN THE SUBJECT OF ANY SUSPENSION' 
EXPULSION. REVOCATION, CENSURE OR ANY OTHER 
DISCIPLINARY ACTION BY ANY PROFESSIONAL 
ASSOCIATION GRANTED DISCIPLINARY OR REGULA­
TORY AUTHORITY BY STATE OR FEDERAL LAW, 
ANY ASSOCIATION OF SECURITIES SALESMEN OR . 
DEALERS. ANY RECOGNIZED SECURITIES 
EXCHANGE, OR ANY STATE OR FEDERAL AGENCY; 

(8) HAS' VIOLATED ANY PROVISION OF PARA­
GRAPH (A) OR (B) OF THIS RULE; 

(9) HAS ENGAGED IN ANY CONDUCT WHICH 
WOULD REFLECT ON THE REPUTATION FOR HON­
ESTY, INTEGRITY, AND COMPETENCE IN BUSINESS 
AND PERSONAL DEALINGS OF THE APPLICANT, 
DEALER, OR SALESMAN INCLUDING, BUT NOT LIM­
ITED TO, FORGERY, EMBEZZLEMENT, NON-DISCLO­
SURE, INCOMPLETE DISCLOSURE, MISSTATEMENT 
OF MATERIAL FACTS, AND MANIPULATIVE OR 
DECEPTIVE PRACTICES; OR , 

(10) HAS ESTABLISHED A REPUTATION FOR HON­
ESTY, INTEGRITY, AND COMPETENCE IN BUSINESS 
AND PERSONAL DEALINGS. . 

Prior effective dates: 4/1/83, 8/3/78 

1301:6·3·23 Enforcement powers 

(A) Hearings conducied by the division of sccUiitics pursu­
ant solely to section 1707.23 of the Revised Code shall be 
investigative in nature with attendance restricted by the divi· 
SIO~ .to those persons whose presence is necessary for the 
effiCient conduct of the hearing:, AND Such iIlVcstigalivc 
hearings shall be conducted by an -attorney of DESIGNATED 
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BY the division of secut ities WHO IS admitted to the practice 
of law in OHIO this state. 

(B) A lil.lhscript of CVel] iilvcstigati.c healing shall be 
~ilqJaled by the !HE division MAY, IN ITS SOLE DISCRE­
TION. PREPARE A TRANSCRIPT OF ANY INVESTIGA­
TIVE HEARING at its expense. A copy of the ANY transcript 
PREPARED AT THE EXPENSE OF THE DIVISION shall be 
furnished to the witness AT THE EXPENSE OF THE WIT­
NESS upon WRITTEN request at the exptIise of the witness. 
No photographic recording or transceiving devices except 
those used by lhe lepoilel desi"nated by ACCEPTABLE TO 
the division; shall be permitted at investigative hearings. 

(C) Every witness in an investigative hearing shall be 
afforded an opportunity to make a statement [01 the official 
IGCOId of the Iicmin". The witness shall be advised of the right 
to secure legal counsel and to have counsel present during 
questioning. 

(D) The rules of evidence applicable in judicial proceedings 
shall apply to investigative hearings by the division so far as 
practicable, taking into consideration the INVESTIGATIVE 
AND administrative character of such hearings and the powers 
of investigation of the division. 

(E) No rule or adjudication of the division shall result from 
an investigative hearing unless an opportunity for a hearing is 
afforded in accordance with sections 119.01 to 119.13 of the 
Revised Code. 

(F) For the purposes of division (C) of section 1707.23 of 
the Revised Code, ··party" or "parties" to an investigative 
hearing are those persons required by the division to testify at 
the hearing. 

Prior effective dates: 2/22/80, 12/31/75 

1301:6·3·391 Retroactive exemption, qualification or 
registration. 

(A) An application may be made, pursuant to section 
1707.391 of the Revised Code; to exempt, qualify or register 
securities when the only deficiency is a failure to timely FILE 
or A FAILURE TO properly file WITH THE DIVISION THE 
APPROPRIATE FORM due to excusable neglect and the 
issuer is not otherwise in violation of section 1707.13 of the 
Revised Code. 

(1) FOR THE PURPOSES OF THIS RULE, "Failute 
··FAILURE to timely file" means the failure to file an appli­
cation to exempt, qualify or register securities within the time 
required by the applicable SECTION OF THE OHIO SECUR­
ITIES ACT OR THE RULES ADOPTED THEREUNDER 
stattrtc. 

(2) FOR THE PURPOSES OF THIS RULE, 'Tailute 
"FAILURE to properly file'· means the filing of an applica­
ilon to exempt, qualify or register securities which was not 
proper because the application was incomplete, because there 
was a clerical error made in completing the application, 
because an error was made regarding the facts underlying the 
application, or because the application was made on the wrong 
form. 

(3) FOR THE PURPOSES OF THIS RULE, -'--'-f7ate 
"DATE-of sale," fOi put poses of this IUIe, shall be the earlier 
of the date that a subscription agreement or its equivalent is 
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signed by the purchaser or the DATE THAT THE purchaser 
transfers or loses control of the purchase funds;, OR THE 
DATE OF DISBURSEMENT OF FUNDS ATTRIBUTABLE 
TO A PURCHASER FROM AN ESCROW ACCOUNT SPE­
CIFICALLY APPROVED BY THE DIVISIOt~ OR ESTAB­
LISHED IN ACCORDANCE WITH THE ADMINISTRA· 
TIVE RULES OF THE DIVISION. 

(D) Excusable neglect shall be plesuilled. 

(1) FOI sccutitics sold iii icliailcc upon division (0) of 
sectioIi 1787.03 of the Rc v iscd Code, if application is Iliade 
within olle yew of the earliest date of sale of the seculilies 
soughllo be excllipted, 01, if all sales wele illade to iIi1I1lediate 
FaBiil] lliClllbclS, if application is Illade nitliiIl thiee yeats of 
the eatliest date of sale of the seeal ities sought to be exelllptcd. 
"IriIillcdiate fatility liiCllibclS" shaBo include a giOUp of pel­
SOilS, each of wltOlii aie Hot nlOle distantly lelated to ailY othel 
nieHibel than spouse, [atitel, lliothet, 51 alidfatltel, 51 and-
1ilothel, bIotitel, sistet, SOli, daughtel, blothel-ill-law, 61 sistcI­
itt=htw: 

(2) Fu! SLLU! hiLS sulJ iii !Llid!iL_ -r ...... J:. :v: ...... (Q) ,-,f 
section 1787.83 of the Revised Code, if application is l1iade 
n ithin six liiOiLths of the caIliest date or'sale of the seedL ilies 
sought to be exelJ1ptcd. 

(3) rOI seeuI ities sold in IcliaHe~ UpOli di v isioIl (\V) of 
section 1787.83 of the Rc v iscd Code, if application is Iliade 
w ithiii six liiOlillts of the calliest dale of sale of the seeol ities 
sought to be exelliptcd. 

(4) rot secutities sold ill telialice UPOll sectio1l 1787.08 of 
tlte Re v bed Code, iF application js (hade W (thill six iiiOilths of 
the catiicst date of sale of the seeal itics sought to be qualified. 

(5) FOI securities sold of a Pi e ~ iousty I cgistet ed itn estillellt 
(outpall) vv hielt tileets the tCIidS of pat agi aphs (6) and (II) of 
laIc 1381.6-3-89 of the Adluiuishathc Code, if application is 
uradt withill six liiOlitltS of the date the previous legisltatiolJ 
tCllllinated. 

(6) Excusable lleglect shall not be pleSUtiiCd if the issucI 
and its affiliates 01 couilsel have failed to tiniCly 01 propetly 
file an application to eXClllpt, qualify 01 leoiSlCt seeal itics 
mOie than two times within the pleeediilg oile-yeal pCiiod. 
This prOvision lila] be waived by the divisioIi fat good cause 
showrr. 

(B) FOR THE PURPOSES OF SECTION 1707.391 OF 
THEREVISED CODE, "EXCUSABLE NEGLECT" 
SHALLINCLUDE:-BUT NOT BE LIMITED TO: 

(I) THE FAILURE TO FILE A FORM 3-0 WITH THE 
DIVISION WITHIN ONE YEAR OF THE EARLIEST DATE 
OF SALE OF SECURITIES FOR WHICH EXEMPTION IN 
RELIANCE ON DIVISION (0) OF SECTION 1707.03 OF 
THE ~EVISED ~ODE IS SOUGHT; 

(2) THE FAILURE TO FILE A FORM 3-0 WITH THE 
DIVISION WITHIN THREE YEARS OF THE EARLIEST 
DATE OF SALE OF SECURITIES FOR WHICH EXEMP­
TION IN RELIANCE ON DIVISION (0) OF SECTION 
1707.03 OF THE REVISED CODE IS SOUGHT IF SALES 
WERE MADE ONLY TO SPOUSES, PARENTS, CHIL­
DREN, SIBLINGS, OR GRANDPARENTS OF THE ISSUER 
OR THE ISSUER'S SPOUSE; 

(3) THE FAILURE TO FILE A FORM 3·Q WITH THE 
DIVISION WITHIN SIX MONTHS OF THE EARLIEST 



DATE OF SALE OF SECURITIES FOR WHICH EXEMP­
TION IN RELIANCE ON DIVISION (0) OF SECTION 
1707.03 OF THE REVISED CODE IS SOUGHT; 

(.+) THE FAILURE TO FILE A FORM 3-W WITH THE 
DIVISION WITHIN SIX MONTHS OF THE EARLIEST 
DATE OF SALE OF SECURITIES FOR WHICH EXEMP­
TION IN RELIANCE ON DIVISION (W) OF SECTION 
1707.03 OF THE REVISED CODE IS SOUGHT: - -

(5) THE FAILURE TO FILE A FORM 6 WITH THE 
DIVISION WITHIN ONE MONTH OF THE EARLIEST 
DATE OF SALE OF SECURITIES FOR WHICH REGIS­
TRATION BY DESCRIPTION IN RELIANCE ON SEC­
TION 1707.08.0F THE ~EVISED ~ODE IS SOUGHT; 

(6) THE FAILURE OF AN INVESTMENT COMPANY 
TOFILE AN APPLICATION FOR THE REGISTRATION 
OF SECURITIES WITHIN SIX MONTHS OF THE EARLI­
EST DATE OF THE SALE OF UNREGISTERED SECURI­
TIES WHICH HAD. WITHIN SIX MONTHS OF THE EAR­
LIEST DATE OF SALE OF THE UNREGISTERED 
SECURITIES. BEEN PREVIOUSLY REGISTERED WITH 
THE DIVISION; OR 

(7) THE FAILURE OF AN INVESTMENT COMPANY 
TOFILE AN APPLICATION FOR THE REGISTRATION 
OF A SUFFICIENT NUMBER OF SECURITIES WITHIN 
SIX MONTHS OF THE EARLIEST DATE OF THE SALE 
OF THE UNREGISTERED SECURITIES WHEN AN 
INVESTMENT COMPANY HAS OVERSOLD THE NUM­
BER OR AM'OUNT OF SECURITIES REGISTERED WITH 
THE DIVISION. 

(Cl FOR THE PURPOSES OF SECTION 1707.391 OF 
THEREVISED CODE. "EXCUSABLE NEGLECT" 
SHALLNOT INCLUDE: ANY FAILURE TO TIMELY OR 
PROPERLY FrLE AN APPLICATION TO EXEMPT. 
QUALIFY, OR REGISTER SECURITIES BY AN ISSUER 
WHO HAS ITSELF OR TOGETHER WITH ITS AFFILI­
A TES FILED MORE THAN TWO APPLICATIONS FOR 
RETROACTIVE EXEMPTION. QUALIFICATION, OR 
REGISTRATION WITHIN TWELVE MONTHS OF THE 
DATE OF THE FILING OF THE FORM 391 UNDER CON­
SIDERATION UNLESS THE ISSUER ESTABLISHES IN 
WRITING TO THE DIVISION THAT THERE IS GOOD 
CAUSE TO INCLUDE THE FAILURE TO TIMELY OR 
PROPERL Y FILE WITHIN EXCUSABLE NEGLECT. 

tE7 (D) An application to exempt, qualify or register securi­
ties pursuant to section 1707.391 of the Revised Code shall 
include: 

(I 1 A form 391 cover page attached to the properly com­
pleted appropriate form (e.g., form 3(0), form U-I, etc.) which 
should have been timely or properly filed; 

(2) All exhibits required by the form 391 and the appropri­
ate form which should have been filed; 

(3) A swom statement from the issuer or its legal counsel in 
a form acceptable to the division stating THAT no purchaser 
or offeree of the securities was prejudiced by the failure to 
timely or properly file: and 

(4) A sworn statement from the issuer or its legal counsel 
stating: 

(a) The reason for the failure to timely or properly file; 

(b) The number of times the issuer or an affiliate has filed a 
form 391 during the preceding twelve months; <rnd: 

(c) If filed by (OUlise), LO tlte best kdovvlcdoc of counsel, 
iisliilc tlie fond 3915 filed by tile law fiIIll·391 dUtil~g thi:: 
plcccdiil~ twchc IiiOJltlis. 

tB] (E)' Fot puiposes of section 1787.391 of the Revised 
Code, llic:divisioll shall oi" THE notice to the AN applicant 
of the denial of an application BASED ON A FINDING OF 
LACK OF EXCUSABLE NEGLECT REQUIRED BY SEC­
TION 1707.391 OF THE REVISED CODE MAY BE DELIV­
ERED BY THE DIVISION by any reasonable means, includ­
ing but not limited to telephone, telegram, transmission by any 

,form of PUBLIC OR PRIVATE mail, oral eommuniution, in 
person, or other electronic means. The notice shall include A 
BRIEF STATEMENT OF the reason OR REASONS for THE 
DIVISION'S DETERMINATION OF A LACK OF EXCUS­
ABLE NEGLECT denTat. 

If tile divisioll docs dol deli} the applicatioli befole the 
expiIation of [ouileen days afLel the date of filing in questioIi, 
the applicdtion shall beevIllc dato1iiaticallj cffectivc. 

Prior effective dales: 8/5/85 
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