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BILL SUMMARY

Requires the Public Utilities Commission to issue public findings on
whether acceptance of a "hostile" control bid for an Ohio natural gas
utility or its holding company will promote public convenience and result
in the provision of adequate natural gas service at a reasonable rate.

CONTENT AND OPERATION

In general, the bill requires the Public Utilities Commission (PUCO) to
Issue a report on the service and rate effects of offers to acquire more than 10% of
the equity securities of a natural gas utility serving Ohio or its holding company,
where the directors of the natural gas utility or holding company have not
approved the acquisition.

PUCO hearing and report of findings

The bill'sfocusis on a"control bid" to acquire more than 10% of the equity
securities of a natural gas company that is a public utility under Ohio public utility
law (sec. 4905.02) or of a holding company of such a company, if the acquisition
does not have the approval of the subject company's board of directors. In the
event of a control bid, the bill requires the PUCO to hold a hearing, the exclusive
purpose of which is to determine whether acceptance of atender offer or invitation
for tenders pursuant to the control bid will promote public convenience in Ohio
and result in the provision of adequate natural gas service in Ohio by the natural
gas company at areasonable rate, rental, toll, or charge. (Sec. 4905.403(A)(1) and

(B).)

Under the bill, the PUCO must issue a report of its findings and make the
report available to the general public. The report is due not later than 20 days after



the date the hearing is concluded, or not later than such later date as is agreed to
by both the offeror and the subject natural gas company or subject holding
company. (Sec. 4905.403(B).)

Under Ohio public utility law, the PUCO has specific authority to approve
or disapprove the acquisition of control of a domestic telephone company or its
holding company and a domestic electric utility or its holding company (sec.
4905.402). It also has general supervisory authority over public utilities (sec.
4905.04), and this authority extends to any person or company owning, leasing, or
operating a public utility (sec. 4905.05) and to the manner in which its properties
are leased, operated, managed, and conducted with respect to the adequacy or
accommodation afforded by its service (sec. 4905.06). In general, a natural gas
company engaged in the business of supplying natural gas for lighting, power, or
heating purposes to consumers within Ohio isa"public utility” (sec. 4905.02).

Duty of offeror to make a PUCO filing

Under the bill, an offeror is prohibited from making a control bid for, or
acquiring any equity security of, a natural gas company in Ohio that is a public
utility under Ohio public utility law, or any equity security of a holding company
controlling such a company, pursuant to a tender offer or invitation for tenders,
without filing the offer or invitation with the PUCO (sec. 4905.403(B)). Thefiling
must be made at the time of making the tender offer or invitation for tendersin the
case of a control bid initiated on or after the bill's effective date, and must be made
not later than five days after the bill's effective date in the case of a pending
control bid initiated prior the bill's effective date (sec. 4905.403(C)).

Some of the hill's terminology is based on current Ohio securities law,
which contains provisions requiring the filing with the Division of Securities of
certain information regarding a control bid (sec. 1707.041), generally to provide
disclosure of information material to a decision to accept or reject abid. (Thislaw
does not apply to a control bid when the offeror or subject company is a public
utility, or is a public utility holding company for whom a control bid is subject to
federal approval (sec. 1707.041(G)(1).)

The bill defines "control bid" as the purchase of, or offer to purchase, from
an Ohio resident, by tender offer, invitation for tenders, or otherwise, any equity
security of a natural gas company in Ohio that is a public utility under Ohio public
utility law (sec. 4905.02), or any equity security of a holding company controlling
such a company, if, after that purchase, the offeror would be directly or indirectly
the beneficial owner of more than 10% of any class of the issued and outstanding
equity securities of the subject natural gas company or subject holding company.
"Control bid," however, excludes any of the following:
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(1) A bid made by a dedler, as defined in the securities law, for the dealer's
own account in the ordinary course of the business of buying and selling
securities;

(2) An offer to acquire any equity security solely in exchange for any other
security, or the acquisition of any equity security pursuant to an offer, for the sole
account of the offeror, in good faith and not to avoid the bill's provisions, and not
involving any public offering or other security within the meaning of specified
federal securities law;

(3) Pursuant to a merger, consolidation, combination, majority share
acquisition, or other transaction, the acquisition of any equity security of a natural
gas company in Ohio that is a public utility under Ohio public utility law or any
equity security of a holding company controlling such a company if, prior to the
date upon which the offeror becomes the owner of 10% or more of any class of the
issued and outstanding equity securities of the subject natural gas company or
subject holding company, the directors of the company had approved the
acquisition. (Sec. 4905.403(A)(1).)

Under current securities law, and as used in the bill, "dealer" means every
person, other than a salesperson, who engages or professes to engage in Ohio, for
al or part of the person's time, directly or indirectly, in the business of the sale of
securities for the person's own account, or in the business of the purchase or sale
of securities for the account of others in the reasonable expectation of receiving a
commission, fee, or other remuneration as a result of engaging in the purchase and
sale of securities. "Dealer" excludes:

(1) Any issuer, including any officer, director, employee, or trustee of, or
member or manager of, or partner in, or any general partner of, any issuer, that
sells, offers for sale, or does any act in furtherance of the sale of a security that
represents an economic interest in that issuer, provided no commission, fee, or
other similar remuneration is paid to or received by the issuer for the sale;

(2) Any licensed attorney, public accountant, or firm of such attorneys or
accountants, whose activities are incidental to the practice of the attorney's,
accountant's, or firm's profession;

(3) Any person that, for the account of others, engages in the purchase or
sale of securities that are issued and outstanding before such purchase and sale, if
amajority or more of the equity interest of an issuer is sold in that transaction, and
if, in the case of a corporation, the securities sold in that transaction represent a
majority or more of the voting power of the corporation in the election of
directors;
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(4) Any person that brings an issuer together with a potential investor and
whose compensation is not directly or indirectly based on the sale of any securities
by the issuer to the investor;

(5 Any bank, savings and loan association, savings bank, or credit union
chartered under the laws of the United States or any state, provided that all
transactions are consummated by or through a person licensed under the Ohio
securities law as a dealer or broker;

(6) Any person that the Division of Securities by rule exempts from the
definition of "dealer" under authority of the Ohio securities law. (Sec.
4905.403(A)(2), referencing sec. 1707.01.)

"Offeror” is defined under the bill as a person that makes, or in any way
participates or aids in making, a control bid, and includes persons acting jointly or
in concert, or that intend to exercise jointly or in concert, any voting rights
attached to the securities for which the control bid is made. The term excludes a
subject natural gas company in Ohio that is a public utility under Ohio public
utility law or a subject holding company controlling such a company when making
acontrol bid for its own securities (sec. 4905.403(A)(4)).

The bill defines "equity security” as any share or similar security, or any
security convertible into any such security, or carrying any warrant or right to
subscribe to or purchase any such security, or any such warrant or right, or any
other security that, for the protection of security holders, is deemed an equity
security by the PUCO (sec. 4905.403(A)(2)).

Other duties of the PUCO under the bill

The bill requires the PUCO within three days after the date of the filing of
the tender offer or invitation for tenders to set a time for the hearing and notify the
offeror and the subject natural gas company or subject holding company. It aso
requires that the hearing be held not less than 15 nor more than 30 days after the
date notice was served. (Sec. 4905.403(B).)

The bill further requires the PUCO to adopt rules to carry out the hill,
including rules identifying any additional securities that it deems equity securities
and rules prescribing the form and procedures pertaining to a filing under the bill
(sec. 4905.403(D)).
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