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BILL SUMMARY

e Modifies the classifications of obligations in which the Treasurer of State, treasurer
or governing body of a political subdivision, or treasurer of a board of education
may invest or execute transactions for interim moneys and makes changes regarding
the types of obligations in which those interim moneys may be invested.

e Modifies the classifications of obligations in which a county investing authority may
invest inactive moneys and moneys in the county library fund, as required, and
makes changes regarding the types of obligations in which those moneys may be
invested.

e Permits the State Board of Deposit to adopt rules necessary to implement the state's
Uniform Deposit Act.

e (larifies an exemption from investment limits regarding moneys consisting of
deferred lottery prizes in the Deferred Prizes Trust Fund.

" This analysis corrects a reference to the Treasurer of State (replaced with the Auditor of State) regarding
who is to receive a political subdivision's written investment policy in certain cases. It also corrects a
reference to the county public library fund and clarifies Treasurer discretion to conduct or provide certain
investment training to local investment authorities. It also corrects the percentage limit on the aggregate
value of available interim moneys a political subdivision (other than a county) may invest in bonds or
other obligations of political subdivisions.



CONTENT AND OPERATION
Investment of state interim funds

The bill makes changes regarding the types of obligations in which the Treasurer
of State may invest or execute transactions for state interim funds to include: (1) notes of
the state, (2) other obligations of the state (instead of just "direct" obligations as
provided in current law), (3) bonds, notes, and other obligations issued by the Ohio
water development authority and the Ohio Turnpike and Infrastructure Commission,
and (4) bonds, notes, and other obligations of any state or political subdivision, as long
as they are rated in the three highest categories by at least one nationally recognized
standard rating service and purchased through a registered securities broker or dealer,
provided that the Treasurer is not the sole purchaser of the obligations at original
issuance.!

The bill also makes the following changes regarding obligations eligible for
interim investment:

e Requires that written repurchase agreements must be with a registered
(instead of "recognized" as provided in current law) U.S. government
securities dealer;?

e Increases the limit on the amount of state interim funds that may be
invested in certain forms of commercial paper, from 25% to 40% of the
state's total average portfolio;

e Provides that the forms of commercial paper eligible for investment must
be issued by an entity organized under U.S. law or the law of a state,
instead of corporations incorporated under those laws and provides that
the notes must be rated in the two highest categories by two nationally
recognized standard rating services, rather than be rated at the time of
purchase in the two highest categories by two nationally recognized rating
agencies;?

1 R.C. 135.143(A)(3).
2R.C. 135.143(A)(4).

3R.C. 135.143(A)(6).
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e Removes the condition that bankers acceptances, to be allowable
investments of state interim funds, must be eligible for purchase by the
federal reserve system;*

e Modifies the limitation on investment of state interim funds in debt
interests, other than commercial paper, as follows:

--Requires the debt interests to be issued by entities organized under
U.S. law or the law of a state, instead of corporations incorporated under
those laws;

--Provides that (1) the debt interests must be rated in the three highest
categories by two nationally recognized standard rating services, rather
than be rated at the time of purchase in the three highest categories by two
nationally recognized rating agencies, and (2) a debt interest is rated as
described in (1) if either the debt interest itself or the issuer of the debt
interest is rated, or is implicitly rated, in the three highest categories by
two nationally recognized standard services;

--Provides that investments in debt interests other than commercial paper
must not exceed in the aggregate 25% of the state's portfolio, rather than
all debt interests;

--Changes current law's limitation of %2% of the state's portfolio to 5% of
the state's portfolio when the debt interests of a single issuer are added to
the state's investment in commercial paper;

--Removes the 1% limitation on investment of state interim funds in debt
interests of a single issuer that is a foreign nation.>

e Permits investment in no-load money market mutual funds rated in the
highest category by at least one nationally recognized standard rating
service as an alternative to the current law authority to invest in such
funds that consist of certain types of U.S. government obligations, certain
forms of commercial paper, and repurchase agreements secured by such
obligations or commercial paper.®

4R.C. 135.143(A)(7).
5R.C. 135.143(A)(10).

6 R.C. 135.143(A)(11).
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Meaning of "political subdivision"

The bill removes board of education of a school district from the list of entities
included in the meaning of "political subdivision" for purposes of the investment of
state interim funds. The bill, however, retains a school district as such a subdivision.”

Investment of political subdivision interim funds

The bill makes changes regarding the types of investments the treasurer or
governing body of a political subdivision may make regarding interim moneys of the
subdivision.

Bonds and other obligations of political subdivisions

The bill permits such interim moneys to be invested in the bonds and other
obligations of political subdivisions of Ohio. To invest in those bonds or other
obligations, all of the following requirements apply:

e The bonds or other obligations must be payable from general revenues of
the political subdivision and backed by the full faith and credit of the
political subdivision.

e The bonds or other obligations are rated at the time of purchase in the
three highest classifications established by at least one nationally
recognized standard rating service and purchased through a registered
securities broker or dealer.

e The aggregate value of the bonds or other obligations must not exceed
20% of interim moneys available for investment at the time of purchase.

e The treasurer or governing board of the political subdivision is not the
sole purchaser of the bonds or other obligations at original issuance.

Prior to making an investment in such bonds or other obligations, the treasurer
or governing board of the political subdivision must complete additional training for
making this type of investment. The type and amount of additional training must be
approved by the Treasurer of State and may be conducted by or provided under the
supervision of the Treasurer of State.®

7R.C. 135.143()).

8 R.C. 135.14(B)(4).
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Commercial paper notes or bankers acceptances

The bill increases from 25% to 40% the amount of political subdivision interim
moneys available for investment in certain types of commercial paper notes or bankers
acceptances. The bill also modifies the eligible types of commercial paper notes as
follows:

e Requires that notes mature not later than 270 days, rather than 180 days,
after purchase;

e Limits the investment in such notes of a single issuer in the aggregate to
5% of interim moneys available for investment at the time of purchase.

The bill also modifies the additional training requirement for a treasurer or
governing body of a political subdivision to make investments in commercial paper
notes and bankers acceptances by providing that the additional training must be
approved by, and conducted by or provided under the supervision of, the Treasurer of
State rather than the Auditor of State.’

Investment in Student Loan Marketing Association obligations

The bill removes from the list of eligible bonds, notes, debentures, or other
obligations or securities in which the treasurer or governing body of a political
subdivision may invest funds issued by the Student Loan Marketing Association.!

Investments through the Financial Industry Regulatory Authority

The bill provides that investments by the treasurer or governing body of a
political subdivision may be made through a member of the Financial Industry
Regulatory Authority (FINRA) instead of the National Association of Securities Dealers
as provided in current law.!!

Types of investments permitted without a written investment policy

The bill modifies current law by providing that if the treasurer or governing
body of a political subdivision has not provided its written investment policy to the
Auditor of State, the treasurer or governing body may invest in interim deposits with

9 R.C. 135.14(B)(7).
10 R.C. 135.14(B)(2).

1 R.C. 135.14(M)(1).
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public depositories under certain circumstances, if such deposits are approved by the
Treasurer, in addition to types of investments permitted under current law.2

Investment of board of education interim funds

The bill increases from 25% to 40% the amount of interim moneys, available for
investment at any one time, that the treasurer of a board of education may invest in
certain types of commercial paper notes or bankers acceptances. The bill also modifies
the eligible types of commercial paper notes in which a board treasurer may invest as
follows:

e (larifies that the rating services that rate the notes must be nationally
recognized;

e Requires that notes mature not later than 270 days, rather than 180 days,
after purchase;

e Limits the investment in such notes of a single issuer in the aggregate to
5% of interim moneys available for investment at the time of purchase.

The bill also modifies the additional training requirement for a treasurer of a
board of education to make these kinds of investments by providing that the training
must be approved by, and may be conducted by or provided under the supervision of,
the Treasurer rather than the Auditor of State.

Finally, the bill clarifies that a board of education (that has an agreement with the
Treasurer of State for the purchase by the Treasurer of certain board obligations) may
invest interim moneys in debt interests rated in the two highest rating classifications by
at least two nationally recognized standard rating services instead of two nationally
recognized rating agencies. The debt interests must (1) be issued by "entities" defined
under Ohio law governing limited liability companies and (2) mature no later than
certain outstanding obligations the board issued under the Uniform Public Securities
Law.1

Investment of county inactive or county public library funds

The bill makes changes regarding a county investing authority's investment of
the county's inactive moneys and county public library fund moneys in securities and
obligations.

12 R.C. 135.14(0)(2); R.C. 135.145, not in the bill.

13R.C. 135.142.
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Bonds and obligations of the state or a political subdivision

The bill provides that a county investing authority may invest in bonds and other
obligations of the state or a political subdivision of the state only if the investing
authority is not the sole purchaser of the bonds or other obligations at original
issuance.!*

Investment in money market mutual funds

The bill provides that a county investing authority may invest in no-load money
market mutual funds that are (1) rated in the highest category at the time of purchase by
at least one nationally recognized rating service or (2) consisting exclusively of certain
types of U.S. government obligations, certain forms of commercial paper, and
repurchase agreements secured by such obligations or commercial paper and provided
that such investments in securities are made only through financial institutions eligible
to be county depositories.’> The bill also repeals the authority to invest in no-load
money market mutual funds that meet both requirements of (1) and (2) above.!

Training for investment in commercial paper notes and bankers acceptances

The bill modifies the training requirement for a county investing authority to
make investments in commercial paper notes and bankers acceptances by providing
that the training must be approved by, and may be conducted by or provided under the
supervision of, the Treasurer of State rather than the Auditor of State.'”

Investments through the Financial Industry Regulatory Authority

The bill provides that certain investments by a county investing authority may be
made through a member of the Financial Industry Regulatory Authority (FINRA)
instead of the National Association of Securities Dealers as provided in current law.'

14 R.C. 135.35(A)(4).
15 R.C. 135.35(A)(5).
16 R.C. 135.35(A)(10).
17 R.C. 135.35(A)(8).

18 R.C. 135.35(])(1).
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Investment in Student Loan Marketing Association obligations

The bill removes from the list of eligible bonds, notes, debentures, or other
obligations or securities for investment, those issued by the Student Loan Marketing
Association."

State Board of Deposit rulemaking

The bill authorizes the State Board of Deposit to adopt rules in accordance with
R.C. 111.15 that are necessary to implement the state's Uniform Depository Act (R.C.
Chapter 135.).%

Exemption from limitations on investment of moneys in Deferred Prizes
Trust Fund

The bill updates an exemption in current law that investments made by the
Treasurer of State of moneys in the Deferred Prizes Trust Fund are not subject to the
limitation generally applicable to state investments of interim funds by providing that
not more than 25% of the state's investment portfolio may be invested in debt interests
other than commercial paper and not more than 5% of the amount that may be invested in
debt interests including commercial paper, may be invested with a single issuer. Under
current law, the exemption applies to all debt interests and the limit that may be
invested with a single issuer is 0.5% of the state's portfolio.!
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