As Introduced

134th General Assembly

Regular Session H. B. No. 585
2021-2022
Representatives Fraizer, Young, T.
A BILL
To amend sections 1101.01, 1309.201, 1315.02, and

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

Section 1.

5726.01 and to enact sections 1120.01, 1120.02,
1120.03, 1120.04, 1120.05, 1120.06, 1120.07,
1120.08, 1120.09, 1120.10, 1120.11, 1120.14,
1120.15, 1120.16, 1120.17, 1120.171, 1120.18,
1120.19, 1120.20, 1120.21, 1120.22, 1120.23,
1120.24, 1120.25, 1120.26, 1308.62, 1309.801,
1314.01, 1314.02, 1314.03, 1314.04, 1706.90,
1706.901, 1706.902, 1706.903, 1706.904,
1706.905, 1706.906, 1706.907, 1706.908,
1706.909, 1706.9010, 1706.9011, and 1706.9012 of
the Revised Code to create a special purpose
depository institution charter, to provide for
the formation and management of decentralized
autonomous organization LLCs, to amend the
Uniform Commercial Code to address the
classification of and perfection of security
interests in digital assets, and to allow banks

to provide custodial services of digital assets.

That sections 1101.01, 1309.201, 1315.02, and
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5726.01 be amended and sections 1120.01, 1120.02, 1120.03,
1120.04, 1120.05, 1120.06, 1120.07, 1120.08, 1120.09, 1120.10,
1120.11, 1120.14, 1120.15, 1120.16, 1120.17, 1120.171, 1120.18,
1120.19, 1120.20, 1120.21, 1120.22, 1120.23, 1120.24, 1120.25,
1120.26, 1308.62, 1309.801, 1314.01, 1314.02, 1314.03, 1314.04,
1706.90, 1706.901, 1706.902, 1706.903, 1706.904, 1706.905,
1706.906, 1706.907, 1706.908, 1706.909, 1706.9010, 1706.9011,

and 1706.9012 of the Revised Code be enacted to read as follows:

Sec. 1101.01. As used in Chapters 1101. to 1127. of the

Revised Code, unless the context requires otherwise:

(A) "Affiliate" has the same meaning as in division (A) (1)
of section 1109.53 of the Revised Code and includes a subsidiary

of a bank.

(B) "Bank" or "banking corporation" means an entity that
solicits, receives, or accepts money or its equivalent for
deposit as a business, whether the deposit is made by check or
is evidenced by a certificate of deposit, passbook, note,
receipt, ledger card, or otherwise. "Bank" or "banking
corporation" includes a state bank or any entity doing business
as a bank, savings bank, or savings association under authority
granted by the office of the comptroller of the currency or the
former office of thrift supervision, the appropriate bank
regulatory authority of another state of the United States, or
the appropriate bank regulatory authority of another country,

but does not include a credit union._"Bank" includes a special

purpose depository institution doing business pursuant to

Chapter 1120. of the Revised Code, subiject to the limitations

set forth in that chapter.

(C) "Bank holding company" has the same meaning as in the

"Bank Holding Company Act of 1956," 70 Stat. 133, 12 U.S.C.
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1841, as amended.

(D) "Banking office" means an office or other place
established by a bank at which the bank receives money or its
equivalent from the public for deposit and conducts a general
banking business. "Banking office" does not include any of the

following:

(1) Any location at which a bank receives, but does not
accept, cash or other items for subsequent deposit, such as by
mail or armored car service or at a lock box or night

depository;

(2) Any structure located within five hundred yards of an
approved banking office of a bank and operated as an extension

of the services of the banking office;

(3) Any automated teller machine, remote service unit, or
other money transmission device owned, leased, or operated by a

bank;

(4) Any facility located within the geographical limits of
a military installation at which a bank only accepts deposits

and cashes checks;

(5) Any location at which a bank takes and processes
applications for loans and may disburse loan proceeds, but does

not accept deposits;

(6) Any location at which a bank is engaged solely in
providing administrative support services for its own operations

or for other depository institutions.

(E) "Branch" means a banking office that is not also the
bank's principal place of business consistent with its articles

of incorporation or articles of association.
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(F) (1) With respect to a stock state bank, "capital" means

the sum of the bank's:
(a) Paid-in capital and surplus relating to common stock;

(b) To the extent permitted by the superintendent of
financial institutions, paid-in capital and surplus relating to

preferred stock;
(c) Undivided profits; and

(d) To the extent permitted by the superintendent the
proceeds of the sale of debt securities and other assets and

reserves.

(2) With respect to a mutual state bank, "capital”" means

either of the following:
(a) Retained earnings;

(b) At the discretion of the superintendent, any other
form of capital, subject to any applicable federal and state

laws.

(G) "Code of regulations" includes a constitution adopted

by a state bank for similar purposes.

(H) "Control" has the same meaning as in division (H) of

section 1109.53 of the Revised Code.

(I) "Debt securities" means obligations issued by a bank
the holders of which, in the event of the insolvency or
liquidation of the bank, are subordinated in right of payment to

the bank's depositors and general creditors.

(J) "Deposit" has the same meaning as in 12 C.F.R. 204.2,

as amended.

(K) "Entity" has the same meaning as in section 1701.01 of
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the Revised Code.

(L) "Federal savings association" means a federal savings
and loan association or a federal savings bank doing business
under authority granted by the office of the comptroller of the

currency or the former office of thrift supervision.

(M) "Mutual holding company" means either of the

following:

(1) A mutual state bank or an affiliate of a mutual state
bank reorganized in accordance with Chapter 1116. of the Revised
Code to hold all or part of the shares of the capital stock of a

subsidiary state bank;

(2) A mutual holding company organized in accordance with
12 U.S.C. 1467a (o) that has converted to a mutual holding

company under Chapter 1116. of the Revised Code.

(N) "Mutual state bank" means a state bank without stock
that has governing documents consisting of articles of
incorporation and code of regulations adopted by its members and

bylaws adopted by its board of directors.

(O) "National bank" means a bank doing business under
authority granted by the office of the comptroller of the

currency.

(P) "Net income" means all income realized or earned less

all expenses realized or accrued.

(Q) "Paid-in capital" means the aggregate par value of all

of a stock state bank's outstanding shares of all classes.

(R) "Person" means an individual, sole proprietorship,
partnership, joint venture, association, trust, estate, business

trust, limited liability company, corporation, or any similar
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entity or organization.

(S) "Remote service unit" means an automated facility,
operated by a customer of a bank, that conducts banking
functions, such as receiving deposits, paying withdrawals, or

lending money.

(T) "Reorganization" means a consolidation, merger, or
transfer of assets and liabilities pursuant to Chapter 1115. or

1116. of the Revised Code.

(U) "Savings and loan holding company" has the same

meaning as in 12 U.S.C. 1467a.

(V) "Savings association" means a savings and loan
association doing business under authority granted by the
regulatory authority of another state or a federal savings
association. "Savings association" also includes a state bank
that elects to operate as a savings and loan association under

section 1109.021 of the Revised Code.

(W) "Savings bank" means a savings bank doing business
under authority granted by the regulatory authority of another

state.

(X) "Shares" means any equity interest, including a
limited partnership interest and any other equity interest in
which liability is limited to the amount of the investment.
"Shares" does not include a general partnership interest or any

other interest involving general liability.

(Y) "Special purpose depository institution”" means a

corporation operating pursuant to authority granted by the

superintendent of financial institutions under Chapter 1120. of

the Revised Code.
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(Z) "State bank" means a bank doing business under
authority granted by the superintendent of financial
institutions. "State bank" includes a state bank that elects to
operate as a savings and loan association under section 1109.021

of the Revised Code. "State bank" includes a special purpose

depository institution doing business pursuant to Chapter 1120.

of the Revised Code, subiject to the limitations set forth in

that chapter.

% r—(AA) "Stock state bank" means a state bank that has an

ownership structure represented by shares of stock.

22— (BB) "Subsidiary" has the same meaning as in section
1109.53 of the Revised Code.

+BB—(CC) "Surplus" means the total of amounts paid for
shares in excess of their respective par values, amounts
contributed other than for shares, and amounts transferred from

undivided profits, less amounts transferred to stated capital.

+e&—(DD) "Trust company" means an entity qualified and
licensed under section 1111.06 of the Revised Code to solicit or
engage in trust business in this state, or a person that is
required by Chapter 1111. of the Revised Code to be an entity
qualified and licensed under section 1111.06 of the Revised Code

to solicit or engage in trust business in this state.

BB—(EE) "Undivided profits" means the cumulative
undistributed amount of a bank's net income not otherwise

allocated.

Sec. 1120.01. (A) Except as otherwise provided in

divisions (B) and (C) of this section, all other provisions of

this title shall apply to this chapter.

(B) The following provisions of this title shall not apply
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to this chapter:

(1) Division (F) of section 1101.03 of the Revised Code

and sections 1109.02, 1109.021, 1109.15, 1109.18, 1108.181,

1109.20, 1109.22, 1109.23, 1109.24, 1109.59, and 1121.29 of the

Revised Code;

(2) Chapters 1111., 1112., 1113., 1114., 1116., and 1119.

of the Revised Code;

(3) Sections 1115.01 to 1115.03 of the Revised Code;

(4) Sections 1125.03 to 1125.06 of the Revised Code.

(C) If any provision of law conflicts with this chapter,

this chapter shall control.

Sec. 1120.02. (A) A special purpose depository institution

shall be created, organized, and governed, its business shall be

conducted, and its directors shall be chosen, in all respects in

the same manner as is provided by Chapters 1701. and 1704. of

the Revised Code, for corporations generally, to the extent that

is not inconsistent with this chapter.

(B) Each special purpose depository institution may do any

of the following:

(1) Make contracts as a corporation under the laws of this

state;

(2) Sue and be sued;

(3) Receive notes and buy and sell gold and silver coins

and bullion as permitted by federal law;

(4) Carry on a nonlending banking business for depositors,

consistent with division (C) of this section;

(5) Provide payment services upon the reguest of a
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depositor;

(6) Make an application to become a member bank of the

federal reserve system;

(7) Engage in any other activity that is usual or

incidental to the business of banking, subject to the prior

written approval of the superintendent of financial

institutions. The superintendent shall not approve a reqgquest to

engage in an incidental activity if the superintendent finds

that the requested activity will adversely affect the solvency

or the safety and soundness of the special purpose depository

institution or conflict with any provision of this chapter. As

used in this division, "incidental activity" includes any of the

following:

(a) Custody, safekeeping, and asset servicing, including

custodial services under section 1314.04 of the Revised Code;

(b) Investment adviser, investment company, and broker-—

dealer activities;

(c) Commodities intermediary activities;

(d) Exercising fiduciary powers similar to those permitted

to national banks;

(e) Receiving deposits relating to activities under this

division;

(f) Other incidental activities authorized by the

superintendent.

(8) Exercise powers and rights otherwise authorized by law

that are not inconsistent with this chapter.

(C) Except as otherwise provided in this division, a
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special purpose depository institution shall not make loans,

including the provision of temporary credit relating to

overdrafts. A special purpose depository institution may

purchase debt obligations as described in division (B) (4) of

section 1120.04 of the Revised Code.

(D) A special purpose depository institution shall

maintain its principal operating headguarters and the primary

office of its chief executive officer in this state.

(E) As otherwise authorized by this section, the special

purpose depository institution may conduct business with

depositors outside this state.

(F) A special purpose depository institution may open a

branch in another state in a manner set forth by the

superintendent by rule. A special purpose depository

institution, including any branch of the institution, shall only

accept deposits or provide other services under this chapter to

depositors engaged in activities that are lawful under the laws

of this state and federal law.

(G) No special purpose depository institution shall use

"bank," "banker," "banking," or "trust," or a word or

combination of words of similar meaning in any other language,

in a designation or name, or as any part of a designation or

name, under which business is or may be conducted in this state.

Sec. 1120.03. (A) Except as otherwise provided by division

(C) of this section, no special purpose depository institution

shall allow a depositor to maintain an account with or otherwise

receive any services from the institution unless the depositor

meets all of the following:

(1) Is a legal entity other than a natural person;
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(2) Is in good standing with the jurisdiction in the

United States in which it is incorporated or organized;

(3) Maintains deposits with the institution totaling not

less than five thousand dollars;

(4) Is engaged in a lawful, bona fide business, consistent

with division (B) of this section and division (F) of section

1120.02 of the Revised Code;

(5) Makes sufficient evidence available to the special

purpose depository institution to enable compliance with anti-

money laundering, customer identification, and beneficial

ownership requirements, as determined by the institution.

(B) (1) Consistent with divisions (A) (4) and (5) of this

section and in addition to any reguirements specified by federal

law, a special purpose depository institution shall require that

a potential depositor provide reasonable evidence that the

person is engaged in a lawful, bona fide business, or is likely

to open a lawful, bona fide business within the next six months.

(2) As used in this division, "reasonable evidence"

includes all of the following:

(a) Business entity filings;

(b) Articles of incorporation or organization;

(c) Bylaws;

(d) Operating agreements;

(e) Business plans;

(f) Promotional materials;

(g) Financing agreements.
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(3) This division shall not apply to activities conducted

under division (C) of this section.

(C) A special purpose depository institution may conduct

incidental activities under division (B) (7) of section 1120.02

of the Revised Code with persons who do not meet the criteria of

divisions (A) (1) to (4) of this section. The lawful business

requirements of division (F) of section 1120.02 of the Revised

Code shall remain applicable.

Sec. 1120.04. (A) At all times, a special purpose

depository institution shall maintain unencumbered ligquid assets

valued at not less than one hundred per cent of its depository

liabilities.

(B) As used in this section, "liguid assets" means any of

the following:

(1) United States currency held on the premises of the

special purpose depository institution;

(2) Reserve accounts of the special purpose depository

institution at a federal reserve bank;

(3) Deposit accounts of the special purpose depository

institution at a federally insured financial institution;

(4) Investments that are highly liguid, including

obligations of the United States treasury or other federal

agency obligations, consistent with rules adopted by the

superintendent of financial institutions.

Sec. 1120.05. (A) A special purpose depository institution

shall maintain a contingency account to account for unexpected

losses and expenses. A special purpose depository institution

may regquire the payment of contributions from depositors to fund
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a contingency account. Initial capital under section 1120.09 of 328
the Revised Code constitutes compliance with this division for 329
the first three years a special purpose depository institution 330
is in operation. After the conclusion of the first three years 331
of operation, a special purpose depository institution shall 332
maintain a contingency account totaling not less than two per 333
cent of the depository liabilities of the special purpose 334
depository institution, provided that the contingency account 335
shall be adequate and reasonable in light of current and 336
prospective business conditions, as determined by the 337
superintendent of financial institutions. 338

(B) A special purpose depository institution shall refund 339
a depositor any contingency account contributions the depositor 340
made under division (A) of this section after the depositor's 341
account at the special purpose depository institution is closed. 342

Sec. 1120.06. (A) A special purpose depository institution 343
shall comply with all applicable federal laws, including the 344
"Bank Secrecy Act,"™ 31 U.S.C. 5311, et seq. 345

(B) The superintendent of financial institutions shall 346
ensure that each special purpose depository institution complies 347
with division (A) of this section. 348

Sec. 1120.07. If the deposits at a special purpose 349
depository institution are not insured by the federal deposit 350
insurance corporation, all of the following apply: 351

(A) The special purpose depository institution shall 352
display on any internet web site it maintains, and at each 353
window or place where it accepts deposits, a sign conspicuously 354
stating that deposits are not insured by the federal deposit 355

insurance corporation. 356
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(B) Upon opening an account, the special purpose

depository institution shall regquire each depositor to execute a

statement acknowledging that all deposits at the special purpose

depository institution are not insured by the federal deposit

insurance corporation. The special purpose depository

institution shall permanently retain this acknowledgment.

(C) The special purpose depository institution shall

include in all advertising a disclosure that deposits are not

insured by the federal deposit insurance corporation.

Sec. 1120.08. (A) Except as otherwise provided by division

(E) of this section, five or more adult persons may form a

special purpose depository institution. The incorporators shall

subscribe the articles of incorporation and transmit them to the

superintendent of financial institutions as part of an

application for a charter under section 1120.10 of the Revised

Code.

(B) The articles of incorporation shall include all of the

following information:

(1) The corporate name;

(2) The object for which the corporation is organized;

(3) The term of its existence, which may be perpetual;

(4) The place where its office shall be located and its

operations conducted;

(5) The amount of capital stock and the number of shares;

(6) The name and residence of each shareholder subscribing

to more than ten per cent of the stock and the number of shares

owned by that shareholder;
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(7) The number of directors and the names of those who 384
will manage the affairs of the corporation for the first vyear; 385

(8) A statement that the articles of incorporation are 386
made to enable the incorporators to avail themselves of the 387
advantages of the laws of the state. 388

(C) Copies of all amended articles of incorporation shall 389
be filed in the same manner as the original articles of 390
incorporation. 391

(D) The incorporators shall solicit capital prior to 392
filing an application for a charter with the superintendent, 393
consistent with section 1120.09 of the Revised Code. In the 394
event an application for a charter is not filed or is denied by 395
the superintendent, the incorporators shall promptly return all 396
capital without loss. 397

(E) Subject to applicable federal and state law, a bank 398
holding company may apply to hold a special purpose depository 399
institution. 400

Sec. 1120.09. (A) The capital stock of each special 401
purpose depository institution chartered under this chapter 402
shall be subscribed for as fully paid stock. No special purpose 403
depository institution shall be chartered with capital stock 404
less than ten million dollars. 405

(B) No special purpose depository institution shall 406
commence business until the full amount of its authorized 407
capital is subscribed and all capital stock is fully paid in. No 408
special purpose depository institution shall be chartered 409
without a paid up surplus fund of not less than three years of 410
estimated operating expenses in the amount disclosed pursuant to 411

division (B) of section 1120.10 of the Revised Code or in 412
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another amount required by the superintendent of financial

institutions.

(C) A special purpose depository institution may acguire

additional capital prior to the granting of a charter and may

report this capital in its charter application.

Sec. 1120.10. (A) No person shall act as a special purpose

depository institution without first obtaining a charter and

certificate of authority to operate from the superintendent of

financial institutions under this chapter.

(B) The incorporators under division (A) of section

1120.08 of the Revised Code shall apply to the superintendent

for a charter. The superintendent may prescribe the form of

application by rule. The application shall contain all of the

following:

(1) The special purpose depository institution's articles

of incorporation;

(2) A detailed business plan;

(3) A comprehensive estimate of operating expenses for the

first three vears of operation;

(4) A complete proposal for compliance with the provisions

of this chapter;

(5) Evidence of the capital required under section 1120.09

of the Revised Code.

(C) Each application for a charter shall be accompanied by

an application fee established by the superintendent pursuant to

rule, which shall be not greater than the costs incurred by the

superintendent in reviewing the application. The application fee

shall be credited to the special purpose depository institutions
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fund created by division (D) of this section.

(D) All assessments, fees, charges, and forfeitures

provided for under this chapter shall be paid to the

superintendent of financial institutions, and the superintendent

shall deposit them into the state treasury to the credit of the

special purpose depository institutions fund, which is hereby

created. The superintendent shall pay from the fund all actual

and necessary expenses incurred by the superintendent, including

for any services rendered by the department of commerce for the

division's administration of this chapter. Any money deposited

into the state treasury to the credit of the special purpose

depository institutions fund, but not expended or encumbered by

the superintendent to defray the costs of administering this

chapter, shall remain in the special purpose depository

institutions fund for expenditures by the superintendent in

subseguent vears and shall not be used for any purpose other

than as set forth in this section.

Sec. 1120.11. (A) Upon receiving an application for a

special purpose depository charter, the superintendent of

financial institutions shall notify the applicants in writing

within thirty calendar days of any deficiency in the required

information or that the application has been accepted for

filing. When the superintendent is satisfied that all reguired

information has been furnished, the superintendent shall notify

the applicants of the acceptance of the application to

incorporate a special purpose depository institution.

(B) Within ten days after receipt from the superintendent

of the notice of acceptance of the application, the applicants

shall publish a notice of the proposed incorporation in a

newspaper of general circulation in the county where the special
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purpose depository institution's office is to be located. The

applicants shall publish the notice once a week for two weeks

and furnish a certified copy of it to the superintendent. The

publication shall state all of the following:

(1) The proposed location of the special purpose

depository institution;

(2) The names of the applicants for a charter;

(3) The nature of the activities to be conducted by the

proposed institution;

(4) The date by which comments on the application must be

filed with the superintendent, which date shall be thirty days

after the date of the first publication of the notice;

(5) Any other information reguired by rule.

(C) If any comments on the application are filed with the

superintendent within the thirty-day period prescribed in

division (B) of this section, the superintendent shall determine

whether the comments are relevant to the requirements for

incorporation of a special purpose depository institution and,

if so, investigate the comments in the manner the superintendent

considers appropriate.

(D) Upon receiving the articles of incorporation, the

application for a charter, and other information required by the

superintendent, the superintendent shall make a careful

investigation and examination of all of the following:

(1) The character, reputation, and financial standing and

ability of the incorporators;

(2) The character, financial responsibility, banking or

other financial experience, and business qualifications of those
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proposed as officers and directors;

(3) The application for a charter, including the adegquacy

and plausibility of the business plan of the special purpose

depository institution and whether the institution has offered a

complete proposal for compliance with the provisions of this

chapter.

Sec. 1120.14. (A) Within one hundred eighty days following

the date of acceptance of the application for a charter, the

superintendent of financial institutions shall render a decision

on the charter application based solely on the following

criteria:

(1) Whether the character, reputation, financial standing,

and ability of the incorporators is sufficient to afford

reasonable promise of a successful operation;

(2) Whether the character, financial responsibility,

banking or other financial experience, and business

gualifications of those proposed as officers and directors is

sufficient to afford reasonable promise of a successful

operation;

(3) The adequacy and plausibility of the business plan of

the special purpose depository institution;

(4) Compliance with the capital and surplus reguirements

of section 1120.09 of the Revised Code;

(5) That the special purpose depository institution is

being formed for no purpose other than legitimate objectives

authorized by law;

(6) That the name of the proposed special purpose

depository institution does not resemble so closely the name of
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any other financial institution transacting business in the

state so as to cause confusion;

(7) Whether the applicants have complied with all

applicable provisions of state law.

(B) The superintendent shall approve an application upon

making favorable findings on the criteria set forth in division

(A) of this section. If necessary, the superintendent may either

conditionally approve an application by specifyving conditions

relating to the criteria or may disapprove the application.

(C) If the superintendent approves the application, the

superintendent shall make a certificate to that effect and

forward the certificate and the articles of incorporation of the

proposed special purpose depository institution to the secretary

of state for filing.

Sec. 1120.15. (A) If the superintendent of financial

institutions approves an application and grants a charter under

section 1120.14 of the Revised Code, the special purpose

depository institution shall not commence business before

receiving a certificate of authority to operate from the

superintendent.

(B) The incorporators under division (A) of section

1120.08 of the Revised Code shall file an application for a

certificate of authority with the superintendent and shall

certify the address at which the special purpose depository

institution will operate and that all adopted bylaws of the

institution have been attached as an exhibit to the application.

The applicants shall state in the application the identities and

contact information of officers and directors.

The superintendent shall approve or deny an application
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for a certificate of authority to operate within thirty days

after a complete application has been filed. The authority of

the superintendent to disapprove any application shall be

restricted solely to noncompliance with this section, provided

that if the superintendent approves the application, the

superintendent shall issue a certificate of authority to the

applicants within twenty days of the approval. If the

superintendent denies the application, the superintendent shall

mail a notice of denial to the applicants within twenty days of

the denial, stating the reasons for denvying the application, and

grant to the applicants a period of ninety days from receipt of

the notice to resubmit the application with the necessary

corrections. If the applicants fail to comply with reguirements

of the notice of denial within ninety days from receipt of the

notice, the superintendent shall revoke the charter of the

special purpose depository institution. The failure of the

superintendent to act upon an application for a certificate of

authority within thirty days after a complete or corrected

application has been filed shall be deemed an approval.

(C) If an approved special purpose depository institution

fails to commence business in good faith within six months after

the issuance of a certificate of authority to operate by the

superintendent, the charter and certificate of authority shall

expire. The superintendent, for good cause and upon the special

purpose depository institution filing an application prior to

the expiration of the six-month period, may extend the time

within which the special purpose depository institution may open

for business.

Sec. 1120.16. Any decision of the superintendent of

financial institutions in approving, conditionally approving, or

disapproving a charter for a special purpose depository
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institution or the issuance or denial of a certificate of

authority to operate is appealable to the court of common pleas

of the county in which the institution is to be located, in

accordance with section 119.12 of the Revised Code.

Sec. 1120.17. (A) A special purpose depository institution

shall, before transacting any business, pledge assets subject to

division (B) of this section or furnish a surety bond to the

superintendent of financial institutions to cover costs likely

to be incurred by the superintendent in a ligquidation or

conservatorship of the special purpose depository institution.

The assets or bond shall be in an amount sufficient to defray

the costs of a liguidation or conservatorship as determined by

the superintendent.

(B) In lieu of a surety bond, a special purpose depository

institution may irrevocably pledge specified assets equivalent

to a bond for purposes of division (A) of this section. All

costs associated with pledging and holding the assets shall be

the responsibility of the special purpose depository

institution. Pledged assets shall be unencumbered and shall not

serve as collateral for any other purpose. Assets pledged to the

superintendent shall be of the kinds and in the manner

prescribed by the superintendent.

(C) In the event of a liguidation or conservatorship of a

special purpose depository institution pursuant to section

1120.21 of the Revised Code, the superintendent may, without

regard to priorities, preferences, or adverse claims, reduce the

assets pledged or suretyv bond furnished under this section to

cash as soon as practicable and utilize the cash to defray the

costs associated with the liguidation or conservatorship.

(D) Income from assets pledged under division (B) of this
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section shall be paid to the special purpose depository

institution, unless a liguidation or conservatorship takes

place.

(E) Upon evidence that the current pledged assets or

surety bond are insufficient, the superintendent may require a

special purpose depository institution to increase its pledged

assets or surety bond by providing not less than thirty days'

written notice to the institution. The special purpose

depository institution may request an administrative hearing

pursuant to Chapter 119. of the Revised Code not more than

thirty days after receiving written notice from the

superintendent under this division.

(F) The superintendent shall adopt rules to set procedures

for this section and may adopt rules to establish additional

investment guidelines or investment options for purposes of the

asset pledge or surety bond required by this section.

Sec. 1120.171. A special purpose depository institution

shall maintain appropriate insurance or a bond covering the

operational risks of the institution, which shall include

coverage for directors' and officers' liability, errors and

omissions liability, and information technology infrastructure

and activities liability.

Sec. 1120.18. (A) The superintendent of financial

institutions may call for reports verified under ocath from a

special purpose depository institution at any time as necessary

to inform the superintendent of the condition of the

institution.

(B) No reports required of special purpose depository

institutions by the superintendent nor any materials relating to
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examinations of these institutions are public records under

section 149.43 of the Revised Code, and such reports and

materials shall not be released.

(C) Notwithstanding any examination schedule reguirement

under section 1121.10, 1121.101, or 1121.11 of the Revised Code,

a special purpose depository institution is subject to

examination by the superintendent on a schedule established by

the superintendent by rule. The superintendent or a duly

appointed examiner shall make a complete and careful examination

of all of the following:

(1) The condition and resources of the special purpose

depository institution;

(2) The mode of managing institution affairs and

conducting business;

(3) The actions of officers and directors in the

investment and disposition of funds;

(4) The safety and prudence of institution management;

(5) Compliance with the reqguirements of this chapter;

(6) Any other matters the superintendent may regquire.

(D) After an examination, the special purpose depository

institution shall remit to the superintendent an amount equal to

the total cost of the examination. This amount shall be remitted

to the treasurer of state and deposited into the special purpose

depository institutions fund created by section 1120.10 of the

Revised Code.

Sec. 1120.19. The superintendent of financial institutions

may suspend or revoke the charter of a special purpose

depository institution if, after notice and opportunity for a
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hearing, the superintendent determines any of the following: 674
(A) The special purpose depository institution has failed 675
or refused to comply with an order issued under Chapter 1121. of 676
the Revised Code. 677
(B) The application for a charter contained a false 678
statement, material misrepresentation, or material omission. 679
(C) An officer, director, or agent of the special purpose 680
depository institution, in connection with an application for a 681
charter, examination, report, or other document filed with the 682
superintendent, knowingly made a false statement, material 683
misrepresentation, or material omission to the superintendent or 684
the duly authorized agent of the superintendent. 685
Sec. 1120.20. If the charter of a special purpose 686
depository institution is surrendered, suspended, or revoked, 687
the institution shall continue to be subject to the provisions 688
of this chapter during any liguidation or conservatorship. 689
Sec. 1120.21. (A) As used in this section: 690
(1) "Failed" or "failure" means, consistent with rules 691
adopted by the superintendent of financial institutions, a 692
circumstance when a special purpose depository institution has 693
not done any of the following: 694
(a) Complied with the reguirements of section 1120.04 of 695
the Revised Code; 696
(b) Maintained a contingency account, as required by 697
section 1120.05 of the Revised Code; 698
(c) Paid, in the manner commonly accepted by business 699
practices, its legal obligations to depositors on demand or to 700

discharge any certificates of deposit, promissory notes, or 701
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other indebtedness when due.

(2) "Unsafe or unsound condition" means, consistent with

rules adopted by the superintendent, a circumstance relating to

a_special purpose depository institution that is likely to do

any of the following:

(a) Cause the failure of the institution;

(b) Cause a substantial dissipation of assets or earnings;

(c) Substantially disrupt the services provided by the

institution to depositors;

(d) Otherwise substantially prejudice the depository

interests of depositors.

(B) If the superintendent finds that a special purpose

depository institution has failed or is operating in an unsafe

or unsound condition that has not been remedied within the time

prescribed by the superintendent, the superintendent shall

conduct a liguidation or appoint a conservator as provided by

Chapter 1125. of the Revised Code.

Sec. 1120.22. (A) A special purpose depository institution

may voluntarily dissolve in accordance with the provisions of

this section. Voluntary dissolution shall be accomplished by

either of the following:

(1) TLiguidating the special purpose depository

institution;

(2) Reorganizing the institution into an appropriate

business entity that does not engage in any activity authorized

only for a special purpose depository institution.

(B) Upon complete liguidation or completion of the
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reorganization, the superintendent of financial institutions

shall revoke the charter of the special purpose depository

institution and, afterward, the company shall not use the word

"special purpose depository institution”" in its business name or

in connection with its ongoing business.

(C) (1) The special purpose depository institution may

dissolve its charter either by liguidation or reorganization.

The board of directors shall file an application for dissolution

with the superintendent, accompanied by a filing fee established

by rule of the superintendent. The application shall include

both of the following:

(a) A comprehensive plan for dissolution setting forth the

proposed disposition of all assets and liabilities, in

reasonable detail to effect a liguidation or reorganization;

(b) Any other plans required by the superintendent.

(2) The plan of dissolution shall provide for the

discharge or assumption of all of the known and unknown claims

and liabilities of the special purpose depository institution.

Additionally, the application for dissolution shall include

other evidence, certifications, affidavits, documents, or

information as the superintendent may require, including all of

the following:

(a) Demonstration of how assets and liabilities will be

disposed;

(b) The timetable for effecting disposition of the assets

and liabilities;

(c) A proposal for addressing any claims that are asserted

after dissolution has been completed.
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(D) The superintendent shall examine the application for

compliance with this section, the business entity laws

applicable to the reguired type of dissolution, and applicable

rules. The superintendent may conduct a special examination of

the special purpose depository institution, consistent with

division (C) of section 1120.18 of the Revised Code, for

purposes of evaluating the application.

(E) If the superintendent finds that the application is

incomplete, the superintendent shall return it for completion

not later than sixty days after it is filed. If the

superintendent finds the application to be complete, the

superintendent shall approve or disapprove the application not

later than thirty days after it is filed. If the superintendent

approves the application, the special purpose depository

institution may proceed with the dissolution pursuant to the

plan outlined in the application, subject to any further

conditions the superintendent may prescribe. If the special

purpose depository institution subsequently determines that the

plan of dissolution needs to be amended to complete the

dissolution, it shall file an amended plan with the

superintendent and obtain approval to proceed under the amended

plan. If the superintendent does not approve the application or

amended plan, the special purpose depository institution may

appeal the decision pursuant to Chapter 119. of the Revised

Code.

(F) Upon completion of all actions required under the plan

of dissolution and satisfaction of all conditions prescribed by

the superintendent, the special purpose depository institution

shall file a written report of its actions to the

superintendent. The report shall contain a certification made

under oath that the report is true and correct. The
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superintendent, not later than sixty days after the filing of

the report, shall examine the special purpose depository

institution to determine whether all reguired actions have been

taken in accordance with the plan of dissolution and any

conditions prescribed by the superintendent. If the

superintendent is satisfied that all reguirements and conditions

have been met, the superintendent shall, within thirty days of

the examination, notify the special purpose depository

institution in writing that the dissolution has been completed

and issue a certificate of dissolution.

(G) Upon receiving a certificate of dissolution, the

special purpose depository institution shall surrender its

charter to the superintendent. The special purpose depository

institution shall then file articles of dissolution and any

other documents required by law for a corporation with the

secretary of state. In the case of reorganization, the special

purpose depository institution shall file the documents required

by the secretary of state to finalize the reorganization.

(H) If the superintendent determines that all reguired

actions under the plan for dissolution, or as otherwise required

by the superintendent, have not been completed, the

superintendent shall notify the special purpose depository

institution, not later than thirty days after this

determination, in writing what additional actions shall be taken

in order for the institution to be eligible for a certificate of

dissolution. The superintendent shall establish a reasonable

deadline for the submission of evidence that additional actions

have been taken and the superintendent may extend any deadline

upon good cause. If the special purpose depository institution

fails to file a supplemental report showing that the additional

actions have been taken before the deadline, or submits a report

Page 29

788
789
790
791
792
793
794
795
796
797

798
799
800
801
802
803
804
805

806
807
808
809
810
811
812
813
814
815
816
817
818



H. B. No. 585
As Introduced

that is found not to be satisfactory by the superintendent, the

superintendent shall notify the special purpose depository

institution in writing that its voluntary dissolution is not

approved, and the institution may appeal the decision pursuant

to Chapter 119. of the Revised Code.

Sec. 1120.23. If a special purpose depository institution

fails to submit any report required by this chapter or by rule

within the prescribed period, the superintendent of financial

institutions may impose and collect a fee for each day the

report is overdue, as established by rule.

Sec. 1120.24. Each officer, director, employee, or agent

of a special purpose depository institution, following written

notice from the superintendent of financial institutions, is

subject to removal upon order of the superintendent if the

officer, director, employvee, or agent knowingly or willfully

fails to do either of the following:

(A) Perform any duty required by this act or other

applicable law;

(B) Conform to any rule or order of the superintendent.

Sec. 1120.25. The superintendent of financial institutions

shall adopt all rules necessary to implement this chapter,

consistent with section 1120.06 of the Revised Code.

Sec. 1120.26. (A) A violation of any provision of this

chapter is an unfair or deceptive act or practice in violation

of section 1345.02 of the Revised Code, regardless of whether

the violation involves a consumer transaction as defined in

section 1345.01 of the Revised Code. A person injured by a

violation of this chapter has a cause of action and is entitled

to the same relief available to a consumer under section 1345.09
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of the Revised Code. All powers and remedies available to the

attorney general to enforce sections 1345.01 to 1345.13 of the

Revised Code are available to the attorney general to enforce

this chapter.

(B) Division (A) of this section does not preclude

enforcement by the superintendent of financial institutions of

any provision of this chapter.

Sec. 1308.62. The provisions of Chapter 1314. of the

Revised Code apply to this chapter.

Sec. 1309.201. (A) Except as otherwise provided in
Chapters 1301., 1302., 1303., 1304., 1305., 1307., 1308., 1309.,
and 1310. of the Revised Code, a security agreement is effective
according to its terms between the parties, against purchasers

of the collateral, and against creditors.

(B) A transaction, although subject to this chapter, is
also subject to any applicable law that establishes a different
rule for consumers and to €kapter—Chapters 1314. and 1317.,

sections 1321.01 to 1321.33, and divisions (A), (B), and (C) of

section 1321.99 of the Revised Code.

(C) In the event of conflict between the provisions of
this chapter and the provisions of sections 1317.01 to 1317.99,
1321.01 to 1321.33, and divisions (A), (B), and (C) of section
1321.99 of the Revised Code, the provisions of sections 1317.01
to 1317.99, 1321.01 to 1321.33, and divisions (A7), (B), and (C)
of section 1321.99 of the Revised Code shall prevail. Failure to
comply with those provisions has only the effect provided in

those provisions.
(D) This article does not:

(1) Validate any rate, charge, agreement, or practice that
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violates a rule of law, statute, or regulation described in

division (B) of this section; or

(2) Extend the application of the rule of law, statute, or

regulation to a transaction not otherwise subject to it.

Sec. 1309.801. The provisions of Chapter 1314. of the

Revised Code apply to this chapter.

Sec. 1314.01. As used in this chapter:

(A) "Digital asset" means a representation of economic,

proprietary, or access rights that is stored in a computer

readable format and is either a digital consumer asset, digital

security, or virtual currency.

(B) "Digital consumer asset" means a digital asset that is

used or bought primarily for consumptive, personal, or household

purposes and includes either of the following:

(1) An open blockchain token constituting intangible

personal property as otherwise provided by law;

(2) Any other digital asset that is not a digital security

or virtual currency.

(C) "Digital security" means a digital asset that

constitutes a security, as defined in section 1707.01 of the

Revised Code, but excludes digital consumer assets and virtual

currency.

(D) "Virtual currency" means a digital asset that is both

of the following:

(1) Used as a medium of exchange, unit of account, or

store of value;

(2) Not recognized as legal tender by the United States
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government.

(E) "Digital consumer asset," "digital security," and

"virtual currency" shall be construed as mutually exclusive

terms.

Sec. 1314.02. (A) Digital assets shall be classified as

follows:

(1) A digital consumer asset is intangible personal

property and shall be considered a general intangible as defined

in section 1309.102 of the Revised Code for the purposes of

Chapter 1309. of the Revised Code.

(2) A digital security is intangible personal property. A

digital security shall be considered a security as defined in

section 1308.01 of the Revised Code for the purposes of Chapter

1308. of the Revised Code. A digital security shall be

considered investment property as defined in section 1309.102 of

the Revised Code for purposes of Chapter 1309. of the Revised

Code.

(3) Virtual currency is intangible personal property and,

notwithstanding section 1301.201 of the Revised Code, shall be

considered money for the purposes of Chapter 1309. of the

Revised Code.

(B) Pursuant to an agreement with the owner of the digital

asset, a digital asset may be treated as a financial asset as

defined in section 1308.01 of the Revised Code for purposes of

Chapter 1308. of the Revised Code. If treated as a financial

asset, the digital asset remains intangible personal property.

(C) A bank providing custodial services under section

1314.04 of the Revised Code shall be considered a securities

intermediary as defined in section 1308.01 of the Revised Code
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for purposes of Chapter 1308. of the Revised Code.

(D) Classification of digital assets under this section

shall be construed in a manner to give the greatest effect to

this chapter, but shall not be construed to apply to any other

asset.

Sec. 1314.03. (A) (1) As used in this section and in

Chapter 1309. of the Revised Code:

(a) "Control," consistent with section 1309.314 of the

Revised Code, includes both of the following:

(1) A secured party, or an agent, custodian, fiduciary, or

trustee of the party, meeting the criteria for control described

in section 1308.24 of the Revised Code, including by means of a

private key or the use of a multi-signature arrangement

exclusive to the secured party or any substantially similar

analogque;

(ii) Use of a smart contract created by a secured party to

meet the criteria for control described in section 1308.24 of

the Revised Code.

(b) "Possession," consistent with section 1309.313 of the

Revised Code, means the ability to exclude others from the use

of property, including through the use of a private key, a

multi-signature arrangement exclusive to the secured party, a

smart contract, or any substantially similar analogue.

"Possession" includes delivery of certificated digital

securities, consistent with division (A) of section 1308.27 of

the Revised Code.

(2) As used in this section:

(a) "Multi-signature arrangement" means a system of access
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control relating to a digital asset for the purposes of

preventing unauthorized transactions relating to the asset, in

which two or more private keys are required to conduct a

transaction, or any substantially similar analogue.

(b) "Private kev" means a unigue element of cryptographic

data, or any substantially similar analogue, that is all of the

following:

(i) Held by a person;

(ii) Paired with a unique, publicly available element of

cryptographic data;

(1ii) Associated with an algorithm that is necessary to

carry out an encryption or decryption regquired to execute a

transaction.

(c) "Smart contract" means an automated transaction as

defined in section 1306.01 of the Revised Code or any

substantially similar analogque that has both of the following

characteristics:

(i) Tt is comprised of code, script, or programming

language that executes the terms of an agreement.

(ii) Tt may include taking custody of and transferring an

asset, or issuing executable instructions for these actions,

based on the occurrence or nonoccurrence of specified

conditions.

(B) Notwithstanding division (A) of section 1309.310 of

the Revised Code or any other provision of law, perfection of a

security interest in virtual currency may be achieved through

possession, and perfection of a security interest in digital

securities may be achieved by control. A security interest held

Page 35

961
962
963
964

965
966
967

968

969
970

971
972
973

974
975
976
977

978
979

980
981
982
983

984
985
986
987
988



H. B. No. 585
As Introduced

by a secured party having possession or control, as applicable,

of virtual currency or digital securities shall have priority

over a security interest held by a secured party that does not

have possession or control, as applicable. Other provisions of

law relating to perfection and priority of security interests,

including division (C) of section 1309.322 of the Revised Code,

and priority of control over delivery, apply to perfection and

priority of security interests in virtual currency and digital

securities, except that division (A) (1) of section 1309.322 of

the Revised Code does not apply. Section 1309.207 of the Revised

Code applies to virtual currency and digital securities.

(C) Before a secured party may take possession or control

under this section, the secured party shall enter into a

security agreement with the debtor and, as necessary, other

parties. The security agreement may set forth the terms under

which a secured party may pledge its security interest as

collateral for another transaction. Consistent with division (A)

of section 1309.201 of the Revised Code, the security agreement

shall be effective according to its terms between parties,

against purchasers of collateral, and against creditors.

(D) If a debtor is located in this state, a secured party

may file a financing statement with the secretary of state to

perfect a security interest in digital consumer assets or

digital securities, including to perfect a security interest in

proceeds pursuant to division (D) of section 1309.315 of the

Revised Code.

(E) Notwithstanding Chapter 1309. of the Revised Code or

any other provision of law, a transferee takes a digital asset

free of any security interest two vears after the transferee

takes the asset for value and does not have actual notice of an
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adverse claim at any time during the two-vear period. This

division only applies to a security interest perfected by

filing.

(F) Perfection by possession creates a possessory security

interest under division (B) of section 1309.301 of the Revised

Code in virtual currency or certificated digital securities,

based on the possessory nature of a private key or any

substantially similar analogque, which may be tangible or

electronic.

(G) For purposes of Chapter 1309. of the Revised Code, if

collateral is required to be "located in a jurisdiction," a

digital asset is located in this state if the asset is possessed

or controlled by a bank chartered under the laws of this state,

a trust company as defined in section 1101.01 of the Revised

Code, or other custodian, or the debtor or secured party is

physically located, incorporated, or organized in this state,

subject to the following considerations:

(1) Whether a security agreement typically accompanving a

possessory security interest or other secured transaction

exists, consistent with division (A) of section 1309.201 of the

Revised Code, including an agreement describing the possessory

nature of a private key or any substantially similar analogque;

(2) Choice of law in a security agreement, evidencing the

intent and understanding of the parties relating to a

transaction, including waivers of litigation in jurisdictions

other than this state, access to the courts of common pleas of

this state, and judicial economy;

(3) The relative clarity of the laws of other

jurisdictions relating to a digital asset, consegquences relating
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to unknown liens in those jurisdictions, and the ability of a

court to exercise jurisdiction over a particular digital asset.

Sec. 1314.04. (A) As used in this section:

(1) "Bailment" means a legal circumstance when a customer

has entrusted control of a digital asset to a bank for a

specific purpose, pursuant to an express agreement that the

purpose shall be faithfully executed and control of the digital

asset will be returned when the specific purpose is accomplished

or when the customer requests return of the asset, consistent

with this section. This term means a change in control but not a

change of title and may be carried into effect through the

exercise of fiduciary and trust powers or on a purely

contractual basis.

(2) "Bank" has the same meaning as in section 1101.01 of

the Revised Code, except that it includes a credit union as

defined in section 1733.01 of the Revised Code and a foreign

credit union gqualified to do business in this state pursuant to

section 1733.38 of the Revised Code.

(3) "Custodial services" means the safekeeping, servicing,

and management of customer currency and digital assets. This

term includes the exercise of fiduciary and trust powers

involving the exercise of discretion, including transactions

under division (F) of this section.

(4) "Fungible" means a characteristic of a digital asset

that makes the asset commercially interchangeable with digital

assets of the same kind.

(5) "Nonfungible" means a characteristic of a digital

asset that makes the asset unigue and not commercially

interchangeable with digital assets of the same kind for
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monetary, commercial, or other intrinsic reasons.

(6) "Rehypothecation" means the simultaneous reuse or

repledging of a digital asset that is already in use or has

already been pledged as collateral to another person.

(B) Notwithstanding any provision of law to the contrary,

a bank may provide custodial services consistent with this

section upon providing sixty days' written notice to the

superintendent of financial institutions. If a bank elects to

provide custodial services under this section, it shall comply

with all provisions of this section.

(C) A bank may serve as a qualified custodian, as

specified by the United States securities and exchange

commission in 17 C.F.R. 275.206(4)-2, or as a custodian

authorized by the United States commodity futures trading

commission or other law. In performing custodial services under

this section, a bank shall do all of the following:

(1) Implement all accounting, account statement, internal

control, notice, and other standards specified by applicable

state or federal law and rules for custodial services;

(2) Maintain information technology best practices

relating to digital assets held in custody. The superintendent

may specify required best practices by rule.

(3) Fully comply with applicable federal anti-money

laundering, customer identification, and beneficial ownership

reguirements;

(4) Take other actions necessary to carry out this

section, which may include exercising fiduciary powers similar

to those permitted to national banks and ensuring compliance

with federal law governing digital assets classified as
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commodities. 1106

(D) A bank providing custodial services shall conform to 1107
the audit, accounting, and related requirements specified by the 1108
superintendent and applicable law, which may include entering 1109
into an agreement with an independent public accountant to 1110
conduct an examination conforming to the requirements of 17 1111
C.F.R. 275.206(4)-2(a) (4) and (6), at the cost of the bank. An 1112
accountant shall transmit the results of any examination to the 1113
superintendent within one hundred twenty days of the examination 1114
and may file the results with other requlatory agencies as their 1115
rules may provide. The accountant shall report material 1116
discrepancies in an examination to the superintendent within one 1117
day. The superintendent shall review examination results upon 1118
receipt within a reasonable time and during any regular 1119
examination conducted under section 1120.18 of the Revised Code. 1120

(E) Digital assets held in custody under this section are 1121
not depository liabilities or assets of the bank. 1122
Notwithstanding any provision of the law to the contrary, a 1123
bank, or a subsidiary, may register as a broker-dealer, or any 1124
other registration as necessary under Chapter 1707. of the 1125
Revised Code. A bank shall maintain possession or control, as 1126
applicable, over a digital asset while in its custody. A 1127
customer shall elect, pursuant to a written agreement with the 1128
bank, one of the following relationships for each digital asset 1129
held in its custody: 1130

(1) Custody under a bailment as a nonfungible or fungible 1131
asset. Assets held under this division shall be strictly 1132
segregated from other assets. 1133

(2) Custody under division (F) of this section. 1134
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(F) Tf a customer makes an election under division (E) (2) 1135
of this section, the bank may, based only on customer 1136
instructions, undertake transactions with the digital asset. A 1137
bank shall be considered to maintain possession or control 1138
pursuant to division (E) of this section by entering into an 1139
agreement with the counterparty to a transaction that contains a 1140
time for return of the asset and other customary terms in 1141
securities or commodities transactions. The bank shall not be 1142
liable for any loss suffered with respect to a transaction under 1143
this division, except for liability consistent with fiduciary 1144
and trust powers. 1145

(G) A bank and a customer shall agree in writing regarding 1146
the source code version the bank will use for each digital 1147
asset, and the treatment of each asset under the Uniform 1148
Commercial Code as defined in section 1301.101 of the Revised 1149
Code, if necessary. Any ambiquity under this division shall be 1150
resolved in favor of the customer. 1151

(H) A bank shall provide clear, written notice to each 1152
customer, and require written acknowledgment, of the all of the 1153
following: 1154

(1) Prior to the implementation of any updates, material 1155
source code updates relating to digital assets held in custody, 1156
except in emergencies, which may include security 1157
vulnerabilities; 1158

(2) The heightened risk of loss from transactions under 1159
division (F) of this section; 1160

(3) That some risk of loss as a pro rata creditor exists 1161
as the result of custody as a fungible asset or custody under 1162

division (E) (2) of this section; 1163
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(4) That custody under division (E) (2) of this section may

not result in the digital assets of the customer being strictly

segregated from other customer assets;

(5) That the bank shall not be liable for losses suffered

under division (F) of this section, except for liability

consistent with fiduciary and trust powers.

(I) A bank and a customer shall agree in writing to a time

period within which the bank shall return a digital asset held

in custody under this section. If a customer makes an election

under division (E) (2) of this section, the bank and the customer

may also agree in writing to the form in which the digital asset

shall be returned.

(J) All ancillary or subsidiary proceeds relating to

digital assets held in custody under this section shall accrue

to the benefit of the customer, except as specified by a written

agreement with the customer. The bank may elect not to collect

certain ancillary or subsidiary proceeds, as long as the

election is disclosed in writing. A customer who makes an

election under division (E) (1) of this section may withdraw the

digital asset in a form that permits the collection of the

ancillary or subsidiary proceeds.

(K) A bank shall not authorize or permit rehypothecation

of digital assets under this section. The bank shall not engage

in any activity to use or exercise discretionary authority

relating to a digital asset except based on customer

instructions.

(L) A bank shall not take any action under this section

that would likely impair the solvency or the safety and

soundness of the bank, as determined by the superintendent after
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considering the nature of custodial services customary in the

banking industry.

Sec. 1315.02. (A) No person, regardless of the location of
that person, its facilities, or its agents, shall receive,
directly or indirectly and by any means, money or its equivalent
for transmission from a person located in this state, unless
that person receiving the money or its equivalent for
transmission is a licensee, an authorized delegate of a licensee
that is not itself required to be licensed under division (B) of

this section, or is one of the following:

(1) The United States or any department, agency, or

instrumentality of the United States;
(2) The United States postal service;

(3) A state of the United States or any political

subdivision of a state of the United States;

(4) A bank, credit union, savings and loan association,
savings association, or savings bank organized under the laws of
the United States or any state of the United States or doing
business under a license granted under Chapter 1119. of the
Revised Code, a subsidiary or affiliate of a bank, savings and
loan association, or savings bank, a credit union service

organization, or an authorized representative of any of these;

(5) A contractor providing electronic transfer of
government benefits on behalf of the United States or any
department, agency, or instrumentality of the United States or
on behalf of any state or any political subdivision of any state

of the United States;

(6) A person the only money transmitter activity of which

is to deliver payroll money on behalf of employers to employees
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by check or deposit in a checking or savings account at a bank,
savings bank, savings and loan association, savings association,

or credit union;

(7) A person the only money transmitter activity of which
is to accept prepayment for future purchases of that person's
goods or services that are other than money transmitter

services;

(8) A licensed securities, insurance, mortgage, or real

estate broker or agent acting within the scope of its license;

(9) A person the only money transmitter activity of which
is receiving money or its equivalent as an intermediary

facilitating the closing of a sale of property or a loan;

(10) A retail seller of goods and services the only money
transmitter activities of which are receipt of money or its
equivalent from and to be delivered at the direction of an
obligor on a credit card account for a credit card to be used
solely for purchases from that retail seller or branded with the
name of that retail seller or an affiliate of that retail

seller;

(11) A person, the regulation of money transmitter
activities under sections 1315.01 to 1315.18 of the Revised Code
of which, the superintendent of financial institutions
determines would not serve the intended purposes of the

regulation;

(12) A special purpose depository institution doing

business under a charter granted under Chapter 1120. of the

Revised Code, or a subsidiary, affiliate, or authorized

representative of a special purpose depository institution.

(B) No authorized delegate of a licensee also shall do
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accounting, verification, or reconciliation of transmissions
completed or bank statements for a licensee, unless the

authorized delegate also is a licensee.

Sec. 1706.90. As used in sections 1706.90 to 1706.9012 of

the Revised Code:

(A) "Decentralized autonomous organization" means a

limited liability company organized under this chapter or an

existing limited liability company that converts to a

decentralized autonomous organization pursuant to division (B)

of section 1706.901 of the Revised Code.

(B) "Digital asset" has the same meaning as in section

1314.01 of the Revised Code.

(C) "Maijority of the members" means more than fifty per

cent of participating membership interests in a vote for which a

guorum of members is participating. A person dissociated as a

member shall not be included for the purposes of calculating the

majority of the members.

(D) "Membership interest" means a member's ownership share

in a decentralized autonomous organization managed by natural

persons, which may be defined in the entity's articles of

organization, smart contract, or operating agreement.

(E) "Quorum" means a minimum regquirement on the sum of

membership interests participating in a vote for that vote to be

valid.

(F) "Smart contract" means an automated transaction, as

defined in section 1306.01 of the Revised Code, or any

substantially similar analogue, that is comprised of code,

script, or programming language that executes the terms of an

agreement and that may include taking custody of and
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transferring an asset, administrating membership interest votes 1280
with respect to a decentralized autonomous organization, or 1281
issuing executable instructions for these actions, based on the 1282
occurrence or nonoccurrence of specified conditions. 1283

Sec. 1706.901. (A) To be a decentralized autonomous 1284
organization, a limited liability company's articles of 1285
organization shall include the statement described in division 1286
(C) of this section. 1287

(B) A limited liability company formed under Chapter 1705. 1288
or 1706. of the Revised Code may convert to a decentralized 1289
autonomous organization by amending its articles of organization 1290
to include the statement required by divisions (A) and (C) of 1291
this section and section 1706.903 of the Revised Code. 1292

(C) A statement in substantially the following form shall 1293
appear conspicuously in the articles of organization or 1294
operating agreement, if applicable, of a decentralized 1295
autonomous organization: 1296

"NOTICE OF RESTRICTIONS ON DUTIES AND TRANSFERS 1297

The rights of members in a decentralized autonomous 1298
organization may differ materially from the rights of members in 1299
other limited liability companies. R.C. Chapter 1706., 1300
underlying smart contracts, articles of organization, and 1301
operating agreement, if applicable, of a decentralized 1302
autonomous organization may define, reduce, or eliminate 1303
fiduciary duties and may restrict transfer of ownership 1304
interests, withdrawal, or resignation from the decentralized 1305
autonomous organization, return of capital contributions, and 1306
dissolution of the decentralized autonomous organization." 1307

(D) The registered name for a decentralized autonomous 1308




H. B. No. 585
As Introduced

organization shall include wording or an abbreviation to denote

its status as a decentralized autonomous organization,

specifically the words "decentralized autonomous organization"

or the abbreviation "D.A.O.," "DAO," "D.A.O. L.L.C.," or "DAO

LIC."

(E) The articles of organization may provide that the

decentralized autonomous organization is managed by natural

persons or by smart contract. If the articles do not specify the

type of management, the decentralized autonomous organization

shall be presumed to be managed by natural persons.

Sec. 1706.902. (A) Anvy person may form a decentralized

autonomous organization by signing and delivering one original

and one exact or conformed copy of the articles of organization

to the secretary of state for filing. The person forming the

decentralized autonomous organization need not be a member of

the organization. A decentralized autonomous organization shall

have one or more members.

(B) Each decentralized autonomous organization shall have

and continuously maintain in this state a registered agent as

required under section 1706.09 of the Revised Code.

(C) A decentralized autonomous organization may form and

operate for any lawful purpose, regardless of whether for profit

or not for profit.

Sec. 1706.903. (A) The articles of organization of a

decentralized autonomous organization shall set forth the

matters required by section 1706.16 of the Revised Code.

(B) In addition to the requirements of division (A) of

this section, the articles of organization shall include a

publicly available identifier of any smart contract directly
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used to manage, facilitate, or operate the decentralized

autonomous organization.

(C) Except as otherwise provided in sections 1706.90 to

1706.9012 of the Revised Code, the articles of organization and

smart contracts for every decentralized autonomous organization

shall govern all of the following:

(1) Relations among the members and between the members

and the decentralized autonomous organization;

(2) Rights and duties under sections 1706.90 to 1706.9012

of the Revised Code of a person in the person's capacity as a

member;

(3) Activities of the decentralized autonomous

organization and the conduct of those activities;

(4) Means and conditions for amending the operating

agreement;

(5) Rights and voting rights of members;

(6) Transferability of membership interests;

(7) Withdrawal of membership;

(8) Distributions to members prior to dissolution;

(9) Amendment of the articles of organization;

(10) Procedures for amending, updating, upgrading,

editing, changing applicable smart contracts, including, if

applicable, the underlvying smart contracts of a decentralized

autonomous organization managed by smart contract;

(11) All other aspects of the decentralized autonomous

organization.
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Sec. 1706.904. The articles of organization of a

decentralized autonomous organization shall be amended, in

accordance with division (C) (9) of section 1706.903 of the

Revised Code, when any of the following apply:

(A) There is a change in the name of the decentralized

autonomous organization;

(B) There is a false or erroneous statement in the

articles of organization;

(C) The smart contracts of the decentralized autonomous

organization have been amended, updated, upgraded, edited, or

changed.

Sec. 1706.905. To the extent the articles of organization

or smart contract do not otherwise provide for a matter

described in section 1706.903 of the Revised Code, the operation

of a decentralized autonomous organization may be supplemented

by an operating agreement.

Sec. 1706.906. Management of a decentralized autonomous

organization may be vested in natural persons or smart

contracts. A decentralized autonomous organization shall only be

managed by smart contract if the underlving smart contracts are

able to be updated, modified, or otherwise upgraded.

Sec. 1706.907. Unless otherwise provided for in the

articles of organization or operating agreement, no member of a

decentralized autonomous organization shall have any fiduciary

duty to the organization or any member except that the members

shall be subject to the implied contractual covenant of good

faith and fair dealing.

Sec. 1706.908. For purposes of sections 1706.9010 and

1706.9011 of the Revised Code and unless otherwise provided for
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in the articles of organization, smart contract, or operating

agreement, all of the following apply:

(A) Membership interests in a decentralized autonomous

organization that is managed by natural persons shall be

calculated by dividing a member's contribution of digital assets

to the organization by the total amount of digital assets

contributed to the organization at the time of a vote.

(B) If members do not contribute digital assets to an

organization as a prerequisite to becoming a member, each member

shall possess one membership interest and be entitled to one

vote.

(C) A guorum shall regquire not less than a majority of

membership interests entitled to vote.

Sec. 1706.909. (A) Members shall have no right to

separately inspect or copy records of a decentralized autonomous

organization and the organization shall have no obligation to

furnish any information concerning the organization's

activities, financial condition, or other circumstances to the

extent the information is available on an open blockchain.

(B) As used in this section:

(1) "Blockchain" means a digital ledger or database that

is chronological, consensus-based, decentralized, and

mathematically verified in nature.

(2) "Open blockchain" means a blockchain that is publicly

accessible and its ledger of transactions is transparent.

Sec. 1706.9010. (A) A member may only withdraw from a

decentralized autonomous organization in accordance with the

terms set forth in the articles of organization, the smart
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contracts, or, if applicable, the operating agreement. If no

terms and conditions for withdrawal of a member are set forth

for a decentralized autonomous organization managed by natural

persons, a member may withdraw only via a vote by a majority of

the members.

(B) Unless the articles of organization, smart contracts,

or operating agreement provide otherwise, a withdrawn member

forfeits all membership interests in the decentralized

autonomous organization, including any governance or economic

rights.

Sec. 1706.9011. (A) A decentralized autonomous

organization organized under this chapter shall be dissolved

upon the occurrence of any of the following events:

(1) The period fixed for the duration of the organization

expires;

(2) By vote of the majority of the members of a

decentralized autonomous organization managed by natural

persons;

(3) At the time or upon the occurrence of events specified

in the underlyving smart contracts or as specified in the

articles of organization or operating agreement;

(4) The failure of the decentralized autonomous

organization to approve any proposals or take any actions for a

period of one vyear;

(5) By order of the secretary of state if the

decentralized autonomous organization is deemed to no longer

perform a lawful purpose.

(B) As soon as practicable following the occurrence of any
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of the events specified in division (A) of this section causing 1449
the dissolution of a decentralized autonomous organization, the 1450
organization shall execute a statement of intent to dissolve in 1451
the form prescribed by the secretary of state. 1452

Sec. 1706.9012. The articles of organization and the 1453
operating agreement of a decentralized autonomous organization 1454
are effective as statements of authority. To the extent the 1455
underlying articles of organization and operating agreement 1456
conflict, the articles of organization control. To the extent 1457
the underlyving articles of organization and smart contract 1458
conflict, the smart contract controls, except as it relates to 1459
section 1706.901 of the Revised Code and divisions (A) and (B) 1460
of section 1706.903 of the Revised Code. 1461

Sec. 5726.01. As used in this chapter: 1462

(A) "Affiliated group" means a group of two or more 1463
persons with fifty per cent or greater of the value of each 1464
person's ownership interests owned or controlled directly, 1465
indirectly, or constructively through related interests by 1466
common owners during all or any portion of the taxable year, and 1467
the common owners. "Affiliated group" includes, but is not 1468
limited to, any person eligible to be included in a consolidated 1469
elected taxpayer group under section 5751.011 of the Revised 1470
Code or a combined taxpayer group under section 5751.012 of the 1471
Revised Code. 1472

(B) "Bank organization" means any of the following: 1473

(1) A national bank organized and operating as a national 1474
bank association pursuant to the "National Bank Act," 13 Stat. 1475
100 (1864), 12 U.S.C. 21, et seq.; 1476

(2) A federal savings association or federal savings bank 1477
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chartered under 12 U.S.C. 1464;

(3) A bank, banking association, trust company, savings
and loan association, savings bank, or other banking institution
that is organized or incorporated under the laws of the United

States, any state, or a foreign country;

(4) Any corporation organized and operating pursuant to 12

U.S.C. 611, et seq.;

(5) Any agency or branch of a foreign bank, as those terms

are defined in 12 U.S.C. 3101;

(6) A special purpose depository institution organized and

operating under Chapter 1120. of the Revised Code.

"Bank organization" does not include an institution
organized under the "Federal Farm Loan Act," 39 Stat. 360
(1916), or a successor of such an institution, a company
chartered under the "Farm Credit Act of 1933," 48 Stat. 257, or
a successor of such a company, an association formed pursuant to

12 U.S.C. 2279%c-1, an insurance company, or a credit union.

(C) "Call report" means the consolidated reports of
condition and income prescribed by the federal financial
institutions examination council that a person is required to
file with a federal regulatory agency pursuant to 12 U.S.C. 161,
12 U.S.C. 324, or 12 U.S.C. 1817.

(D) "Captive finance company" means a person that derived
at least seventy-five per cent of its gross income for the
current taxable year and the two taxable years preceding the
current taxable year from one or more of the following

transactions:

(1) Financing transactions with members of its affiliated
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group;

(2) Financing transactions with or for customers of
products manufactured or sold by a member of its affiliated

group;

(3) Financing transactions with or for a distributor or
franchisee that sells, leases, or services a product
manufactured or sold by a member of the person's affiliated

group;

(4) Financing transactions with or for a supplier to a
member of the person's affiliated group in connection with the

member's manufacturing business;

(5) Issuing bonds or other publicly traded debt

instruments for the benefit of the affiliated group;

(6) Short-term or long-term investments whereby the person
invests the cash reserves of the affiliated group and the

affiliated group utilizes the proceeds from the investments.

For the purposes of division (D) of this section,
"financing transaction" means making or selling loans, extending
credit, leasing, earning or receiving subvention, including
interest supplements and other support costs related thereto, or
acquiring, selling, or servicing accounts receivable, notes,
loans, leases, debt, or installment obligations that arise from
the sale or lease of tangible personal property or the
performance of services, and "gross income" has the same meaning
as in section 61 of the Internal Revenue Code and includes
income from transactions between the captive finance company and

other members of its affiliated group.

A person that has not been in continuous existence for the

two taxable years preceding the current taxable year qualifies
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as a "captive finance company" for purposes of division (D) of
this section if the person derived at least seventy-five per
cent of its gross income for the period of its existence from
one or more of the transactions described in divisions (D) (1) to

(6) of this section.

"Captive finance company" does not include a small dollar

lender.

(E) "Credit union" means a nonprofit cooperative financial
institution organized or chartered under the laws of this state,

any other state, or the United States.

(F) "Diversified savings and loan holding company" has the
same meaning as in 12 U.S.C. 1467a, as that section existed on

January 1, 2012.

(G) "Document of creation" means the articles of
incorporation of a corporation, articles of organization of a
limited liability company, registration of a foreign limited
liability company, certificate of limited partnership,
registration of a foreign limited partnership, registration of a
domestic or foreign limited liability partnership, or

registration of a trade name.

(H) "Financial institution" means a bank organization, a
holding company of a bank organization, or a nonbank financial

organization, except when one of the following applies:

(1) If two or more such entities are consolidated for the
purposes of filing an FR Y-9, "financial institution" means a
group consisting of all entities that are included in the FR Y-

9.

(2) If two or more such entities are consolidated for the

purposes of filing a call report, "financial institution" means
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a group consisting of all entities that are included in the call
report and that are not included in a group described in

division (H) (1) of this section.

(3) If a bank organization is owned directly by a
grandfathered unitary savings and loan holding company or
directly or indirectly by an entity that was a grandfathered
unitary savings and loan holding company on January 1, 2012,
"financial institution" means a group consisting only of that
bank organization and the entities included in that bank
organization's call report, notwithstanding division (H) (1) or

(2) of this section.

"Financial institution" does not include a diversified
savings and loan holding company, a grandfathered unitary
savings and loan holding company, any entity that was a
grandfathered unitary savings and loan holding company on
January 1, 2012, or any entity that is not a bank organization
or owned by a bank organization and that is owned directly or
indirectly by an entity that was a grandfathered unitary savings

and loan holding company on January 1, 2012.

(I) "FR Y-9" means the consolidated or parent-only
financial statements that a holding company is required to file
with the federal reserve board pursuant to 12 U.S.C. 1844. In
the case of a holding company required to file both consolidated
and parent-only financial statements, "FR Y-9" means the
consolidated financial statements that the holding company is

required to file.

(J) "Grandfathered unitary savings and loan holding
company" means an entity described in 12 U.S.C. 1467a(c) (9) (C),

as that section existed on December 31, 1999.

Page 56

1564
1565
1566

1567
1568
1569
1570
1571
1572
1573
1574

1575
1576
1577
1578
1579
1580
1581
1582

1583
1584
1585
1586
1587
1588
1589

1590
1591
1592



H. B. No. 585
As Introduced

(K) "Gross receipts" means all items of income, without
deduction for expenses. If the reporting person for a taxpayer
is a holding company, "gross receipts" includes all items of
income reported on the FR Y-9 filed by the holding company. If
the reporting person for a taxpayer is a bank organization,
"gross receipts" includes all items of income reported on the
call report filed by the bank organization. If the reporting
person for a taxpayer i1s a nonbank financial organization,
"gross receipts" includes all items of income reported in

accordance with generally accepted accounting principles.

(L) "Insurance company" means every corporation,
association, and society engaged in the business of insurance of
any character, or engaged in the business of entering into
contracts substantially amounting to insurance of any character,
or of indemnifying or guaranteeing against loss or damage, or
acting as surety on bonds or undertakings. "Insurance company"
also includes any health insuring corporation as defined in

section 1751.01 of the Revised Code.

(M) (1) "Nonbank financial organization" means every person
that is not a bank organization or a holding company of a bank
organization and that engages in business primarily as a small
dollar lender. "Nonbank financial organization" does not include
an institution organized under the "Federal Farm Loan Act," 39
Stat. 360 (1916), or a successor of such an institution, an
insurance company, a captive finance company, a credit union, an
institution organized and operated exclusively for charitable
purposes within the meaning of section 501 (c) (3) of the Internal
Revenue Code, or a person that facilitates or services one or
more securitizations for a bank organization, a holding company
of a bank organization, a captive finance company, or any member

of the person's affiliated group.
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(2) A person is engaged in business primarily as a small
dollar lender if the person has, for the taxable year, gross
income from the activities described in division (O) of this
section that exceeds the person's gross income from all other
activities. As used in division (M) of this section, "gross
income" has the same meaning as in section 61 of the Internal
Revenue Code, and income from transactions between the person
and the other members of the affiliated group shall be
eliminated, and any sales, exchanges, and other dispositions of
commercial paper to persons outside the affiliated group
produces gross income only to the extent the proceeds from such
transactions exceed the affiliated group's basis in such

commercial paper.
(N) "Reporting person" means one of the following:

(1) In the case of a financial institution described in
division (H) (1) of this section, the top-tier holding company

required to file an FR Y-9.

(2) In the case of a financial institution described in
division (H) (2) or (3) of this section, the bank organization

required to file the call report.

(3) In the case of a bank organization or nonbank
financial organization that is not included in a group described
in division (H) (1) or (2) of this section, the bank organization

or nonbank financial organization.

(O) "Small dollar lender" means any person engaged
primarily in the business of loaning money to individuals,
provided that the loan amounts do not exceed five thousand
dollars and the duration of the loans do not exceed twelve

months. A "small dollar lender" does not include a bank
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organization, credit union, or captive finance company.

(P) "Tax year" means the calendar year for which the tax
levied under section 5726.02 of the Revised Code is required to

be paid.

(Q) "Taxable year" means the calendar year preceding the
year in which an annual report is required to be filed under

section 5726.03 of the Revised Code.

(R) "Taxpayer" means a financial institution subject to

the tax levied under section 5726.02 of the Revised Code.

(S) "Total equity capital" means the sum of the common
stock at par value, perpetual preferred stock and related
surplus, other surplus not related to perpetual preferred stock,
retained earnings, accumulated other comprehensive income,
treasury stock, unearned employee stock ownership plan shares,
and other equity components of a financial institution. "Total
equity capital" shall not include any noncontrolling (minority)
interests as reported on an FR Y-9 or call report, unless such

interests are in a bank organization or a bank holding company.

(T) "Total Ohio equity capital”™ means the portion of the
total equity capital of a financial institution apportioned to

Ohio pursuant to section 5726.05 of the Revised Code.

(U) "Holding company" does not include a diversified
savings and loan holding company, a grandfathered unitary
savings and loan holding company, any entity that was a
grandfathered unitary savings and loan holding company on
January 1, 2012, or any entity that is not a bank organization
or owned by a bank organization and that is owned directly or
indirectly by an entity that was a grandfathered unitary savings

and loan holding company on January 1, 2012.
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(V) "Securitization" means transferring one or more assets
to one or more persons and subsequently issuing securities
backed by the right to receive payment from the asset or assets

so transferred.

(W) "De novo bank organization" means a bank organization
that first began operations in the taxable year preceding the
current tax year or in either of the two immediately preceding
taxable years. For the purposes of this division, a bank
organization "first began operations" on the day the bank
organization was issued a charter, a certificate of authority to
commence business, or the equivalent document enabling the bank
organization to begin conducting business as a bank
organization. A "de novo bank organization" does not include a
bank organization formed by, acquired by, merged with, or
converted by a taxpayer that filed and paid the tax under this

chapter in any preceding calendar year.

Section 2. That existing sections 1101.01, 1309.201,
1315.02, and 5726.01 of the Revised Code are hereby repealed.
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