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126th General Assembly
Regular Session Sub. H. B. No. 313
2005-2006

Representatives Stewart, J., Seitz, Webster, McGregor, J., Patton, T.,
Schneider, Wagoner, Widener, Hagan, Gibbs, Coley, Boccieri, Koziura,
Buehrer, Domenick, Evans, C., Healy, Hughes, Martin, Otterman, Reidelbach,
Schaffer, Stewart, D., Uecker

ABILL

To anend sections 135.18, 135.181, and 135.353 and to
enact section 135.144 of the Revised Code to
reduce pl edgi ng requirenents by public
depositories securing repaynent of public noneys;
to specify debt and other obligations of certain
out-of -state subdivisions as eligible to secure
repaynent of state or political subdivision public
nmoneys; and to authorize investnent of certain
political subdivision and county public nmoneys in
certificates of deposit issued by federally
i nsured banks and savi ngs and | oan associ ati ons,

wher ever | ocated, provided certain conditions

appl y.

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

Section 1. That sections 135.18, 135.181, and 135. 353 be
amended and section 135.144 of the Revised Code be enacted to read

as follows:

Sec. 135.144. (A) In addition to the authority provided in
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section 135.14 of the Revised Code, the treasurer or governing

board of a political subdivision may invest interimnbneys in

certificates of deposit in accordance with all of the foll ow ng:

(1) The interimnoneys initially are deposited with an

eligible public depository described in section 135.03 of the

Revi sed Code and sel ected. pursuant to section 135.12 of the

Revi sed Code, by the governing board of a political subdivision

for interimnoneys of the political subdivision.

(2) For the treasurer or governing board of the political

subdi vi si on depositing the interimnoneys pursuant to division

(A (1) of this section, the eliqgible public depository sel ected

pursuant to that division invests the interimnoneys in

certificates of deposit of one or nore federally insured banks or

savi ngs and | oan associ ati ons, wherever |ocated. The full anpunt

of principal and any accrued interest of each certificate of

deposit invested in pursuant to division (A (2) of this section

shall be insured by federal deposit insurance.

(3) For the treasurer or governing board of the political

subdi vi si on depositing the interimnoneys pursuant to division

(A (1) of this section, the eliqgible public depository sel ected

pursuant to that division acts as custodian of the certificates of

deposit described in division (A (2) of this section.

(4) At the sane tine that the eliqgible public depository

sel ected in accordance with division (A (1) of this section

invests the deposit received pursuant to that division in the

certificates of deposit described in division (A (2) of this

section, and the certificates of deposit are issued by the bank or

savi ngs and | oan associ ation, the eliqgible public depository

recei ves an _anmount of deposits fromcustoners of other federally

insured financial institutions, wherever |ocated, that are equal

to or greater than the ampunt of the interimnoney initially

Page 2

18
19
20

21
22
23
24
25

26
27
28
29
30
31
32
33
34

35
36
37
38
39

40
41
42
43
44
45
46
47
48



Sub. H. B. No. 313
As Passed by the House

deposited pursuant to division (A (1) of this section by the

treasurer or governing board of a political subdivision

(B) Interimnoneys deposited or invested in accordance with

division (A of this section are not subject to any pledding

requi renents described in section 135.18 or 135.181 of the Revised

Code.

Sec. 135.18. (A) The treasurer, before nmaking the initial
deposit in a public depository pursuant to an award nade under
sections 135.01 to 135.21 of the Revised Code, except as provided
in section 135.144 of the Revised Code, shall require the

institution designated as a public depository to pledge to and
deposit with the treasurer, as security for the repaynent of all
public noneys to be deposited in the public depository during the
period of designation pursuant to the award, eligible securities
of aggregate market value equal to the excess of the anmobunt of
public noneys to be at the tine so deposited, over and above such
the portion or anmount of such noneys as is at sueh that tine

i nsured by the federal deposit insurance corporation or by any

ot her agency or instrunentality of the federal government. In the
case of any deposit other than the initial deposit made during the
period of designation, the anbunt of the aggregate narket val ue of
securities required to be pledged and deposited shall be equal to
the difference between the anount of public noneys on deposit in
such public depository plus the anount to be so deposited, ninus
the portion or ampbunt of the aggregate as is at the tine insured
as provided in this section. The treasurer may require additional
eligible securities to be deposited to provide for any
depreci ati on which may occur in the narket val ue of any of the

securities so deposited.

(B) The followi ng securities shall be eligible for the

pur poses of this section:
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(1) Bonds, notes, or other obligations of the United States;
or bonds, notes, or other obligations guaranteed as to principa
and interest by the United States or those for which the faith of
the United States is pledged for the paynent of principal and
i nterest thereon, by |anguage appearing in the instrunent
specifically providing such guarantee or pledge and not nerely by

interpretation or otherw se;

(2) Bonds, notes, debentures, letters of credit, or other
obligations or securities issued by any federal governnent agency
or instrunmentality, or the export-inport bank of Wshi ngton;
bonds, notes, or other obligations guaranteed as to principal and
interest by the United States or those for which the faith of the
United States is pledged for the paynent of principal and interest
thereon, by interpretation or otherw se and not by |anguage
appearing in the instrument specifically providing such guarantee

or pl edge;

(3) Ooligations of or fully insured or fully guaranteed by
the United States or any federal governnment agency or

instrunentality,;

(4) Obligations partially insured or partially guaranteed by

any federal agency or instrunentality;

(5) Ooligations of or fully guaranteed by the federal
nati onal nortgage association, federal honme | oan nortgage
corporation, federal farmcredit bank, or student |oan marketing

associ ation;
(6) Bonds and other obligations of this state;

(7) Bonds and ot her obligations of any county, township,
school district, nunicipal corporation, or other legally
constituted taxing subdivision of this state, which is not at the
time of such deposit, in default in the paynent of principal or

interest on any of its bonds or other obligations, for which the
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full faith and credit of the issuing subdivision is pledged;

(8) Bonds of other states of the United States which have not
during the ten years i medi ately preceding the tinme of such
deposit defaulted in paynments of either interest or principal on

any of their bonds;

(9) Shares of no-Ioad noney market nutual funds consisting
exclusively of obligations described in division (B)(1) or (2) of
this section and repurchase agreenents secured by such

obl i gati ons;

(10) A surety bond issued by a corporate surety |licensed by
the state and authorized to issue surety bonds in this state
pursuant to Chapter 3929. of the Revised Code, and qualified to
provide surety bonds to the federal governnent pursuant to 96
Stat. 1047 (1982), 31 U S.C. A 9304._

(11) Bonds or other obligations of any county. nunicipal

corporation, or other legally constituted taxing subdivision of

anot her state of the United States, or of any instrunentality of

such county, nunicipal corporation, or other taxing subdiyvision,

for which the full faith and credit of the issuer is pledged and,

at the tine of purchase of the bonds or other obligations, rated

in one of the two highest categories by at | east one nationally

recogni zed standard rating service.

(O If the public depository fails to pay over any part of
the public deposit made therein as provided by |aw, the treasurer
shall sell at public sale any of the bonds or other securities
deposited with the treasurer pursuant to this section or section
131.09 of the Revised Code, or shall draw on any letter of credit
to the extent of sueh the failure to pay. Thirty days' notice of
sueh the sale shall be given in a newspaper of general circulation
at Col unbus, in the case of the treasurer of state, and at the

county seat of the county in which the office of the treasurer is
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| ocated, in the case of any other treasurer. Wien a sale of bonds
or other securities has been so nmade and upon paynent to the
treasurer of the purchase noney, the treasurer shall transfer such
bonds or securities whereupon the absol ute ownership of such bonds
or securities shall pass to the purchasers. Any surplus remsining
after deducting the amount due the state or subdivision and

expenses of sale shall be paid to the public depository.

(D) An institution designated as a public depository may, by
witten notice to the treasurer, designate a qualified trustee and
deposit the eligible securities required by this section with the
trustee for safekeeping for the account of the treasurer and the
institution as a public depository, as their respective rights to
and interests in such securities under this section may appear and
be asserted by witten notice to or denand upon the trustee. In
steh which case, the treasurer shall accept the witten receipt of
the trustee describing the securities whieh that have been
deposited with the trustee by the public depository, a copy of
whi ch shall also be delivered to the public depository. Thereupon
all sueh securities so deposited with the trustee are deened to be
pl edged with the treasurer and to be deposited with the treasurer

for all the purposes of this section.

(E) The governing board may mmke provisions for the exchange
and rel ease of securities and the substitution of other eligible
securities therefor except where the public depository has
deposited eligible securities with a trustee for safekeepi ng as

provided in this section.

(F) When the public depository has deposited eligible
securities described in division (B)(1) of this section with a
trustee for safekeeping, the public depository nay at any tine
substitute or exchange eligible securities described in division
(B)(1) of this section having a current narket val ue equal to or

greater than the current narket value of the securities then on
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deposit and for which they are to be substituted or exchanged,
wi t hout specific authorization fromany governi ng board, boards,

or treasurer of any such substitution or exchange.

(G Wen the public depository has deposited eligible
securities described in divisions (B)(2) to (9) of this section
with a trustee for safekeeping, the public depository may at any
time substitute or exchange eligible securities having a current
mar ket val ue equal to or greater than the current market val ue of
the securities then on deposit and for which they are to be
substituted or exchanged wi thout specific authorization of any
governi ng board, boards, or treasurer of any such substitution or

exchange only if:

(1) The treasurer has authorized the public depository to
make such substitution or exchange on a continuing basis during a
specified period without prior approval of each substitution or
exchange. Sueh The authorization may be effected by the treasurer
sending to the trustee a witten notice stating that substitution
may be effected on a continuing basis during a specified period
whi ch shall not extend beyond the end of the period of designation
during which the notice is given. The trustee may rely upon suech
this notice and upon the period of authorization stated therein

and upon the period of designation stated therein.

(2) No continuing authorization for substitution has been
given by the treasurer, the public depository notifies the
treasurer and the trustee of an intended substitution or exchange,
and the treasurer fails to object to the trustee as to the
eligibility or market value of the securities being substituted
within ten cal endar days after the date appearing on the notice of
proposed substitution. The notice to the treasurer and to the
trustee shall be given in witing and delivered personally or by
certified or registered mail with a return recei pt requested. The

trustee may assunme in any case that the notice has been delivered
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to the treasurer. In order for objections of the treasurer to be
ef fective, receipt of the objections nmust be acknow edged in

witing by the trustee.

(3) The treasurer gives witten authorization for a

substitution or exchange of specific securities.

(H The public depository shall notify any governing board,
boards, or treasurer of any substitution or exchange under
division (G (1) or (2) of this section. Upon request fromthe
treasurer, the trustee shall furnish a statenent of the securities

pl edged agai nst such public deposits.

(1) Any federal reserve bank or branch thereof |ocated in
this state or federal hone |oan bank, w thout compliance with
Chapter 1111. of the Revised Code and w t hout becom ng subject to
any other law of this state relative to the exercise by
corporations of trust powers generally, is qualified to act as
trustee for the safekeeping of securities, under this section. Any
institution nmentioned in section 135.03 of the Revised Code that
holds a certificate of qualification issued by the superintendent
of financial institutions or any institution conplying with
sections 1111.04, 1111.05, and 1111.06 of the Revised Code, is
gqualified to act as trustee for the safekeeping of securities,
ot her than those belonging to itself, under this section. Upon
application to the superintendent in witing by ary-such an
institution, the superintendent shall investigate the applicant
and ascertain whether or not it has been authorized to execute and
accept trusts in this state and has safe and adequate vaults and
efficient supervision thereof for the storage and saf ekeeping
wWthin this state of sueh securities. |If the superintendent finds
that the applicant has been so authorized and dees—have has such
vaul ts and supervi sion thereof, the superintendent shall approve
the application and issue a certificate to that effect, the

original or any certified copy of which shall be conclusive
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evi dence that the institution therein nanmed is qualified to act as
trustee for the purposes of this section with respect to

securities other than those belonging to itself.

Not wi t hst andi ng the fact that a public depository is required
to pledge eligible securities in certain amunts to secure
deposits of public nmoneys, a trustee shall—have has no duty or
obligation to determine the eligibility, narket value, or face
val ue of any securities deposited with the trustee by a public
depository. This applies in all situations including, wthout

linmtation, a substitution or exchange of securiti es.

Any charges or conpensation of a designated trustee for
acting as such under this section shall be paid by the public
depository and in no event shall be chargeable to the state or the
subdivision or to the treasurer or to any officer of the state or
subdi vi si on. The charges or conpensation shall not be a lien or
charge upon the securities deposited for safekeeping prior or
superior to the rights to and interests in sueh the securities of
the state or the subdivision or of the treasurer. The treasurer
and the treasurer's bonders or surety shall be relieved from any
liability to the state or the subdivision or to the public
depository for the loss or destruction of any securities deposited

with a qualified trustee pursuant to this section

Sec. 135.181. (A) As used in this section:

(1) "Public depository" means that termas defined in section
135.01 of the Revised Code, but also nmeans an institution which
receives or holds any public deposits as defined in section 135.31
of the Revised Code.

(2) "Public deposits,” "public noneys," and "treasurer" nean
those terns as defined in section 135.01 of the Revi sed Code, but
al so have the sane neanings as are set forth in section 135.31 of
t he Revi sed Code.
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(3) "Subdivision" means that termas defined in section

135. 01 of the Revised Code, but also includes a county.

(B) Inlieu of the pledging requirements prescribed in
sections 135.18 and 135. 37 of the Revised Code, an institution
desi gnated as a public depository at its option nay pledge a
single pool of eligible securities to secure the repaynent of al
publ i c nmoneys deposited in the institution and not otherw se
secured pursuant to |law, provided that at all tines the tota
mar ket val ue of the securities so pledged is at |east equal to one

hundred five per cent of the total anount of all public deposits

to be secured by the pool ed securiti es—ihetudingthe portion—of

such-deposits that are not covered by any federal deposit
i nsurance. Each suweh institution shall carry in its accounting

records at all times a general |edger or other appropriate account
of the total anpunt of all public deposits to be secured by the
pool, as determ ned at the opening of business each day, and the

total market value of securities pledged to secure such deposits.

(© The securities described in division (B) of section
135. 18 of the Revised Code shall be eligible as collateral for the
pur poses of division (B) of this section, provided no such
securities pledged as collateral are at any tinme in default as to

either principal or interest.

(D) The state and each subdivi sion shall have an undi vi ded
security interest in the pool of securities pledged by a public
depository pursuant to division (B) of this section in the
proportion that the total amount of the state's or subdivision's
public nmoneys secured by the pool bears to the total amount of

publ i c deposits so secured.

(E) An institution designated as a public depository shal
designate a qualified trustee and deposit with the trustee for

saf ekeeping the eligible securities pledged pursuant to division
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(B) of this section. The institution shall give witten notice of
the qualified trustee to any treasurer or treasurers depositing
public noneys for which such securities are pledged. The treasurer
shall accept the witten receipt of the trustee describing the
pool of securities so deposited by the depository, a copy of which

al so shall be delivered to the depository.

(F) Any federal reserve bank or branch thereof located in
this state or federal hone | oan bank, without conpliance with
Chapter 1111. of the Revised Code and w thout becom ng subject to
any other law of this state relative to the exercise by
corporations of trust powers generally, is qualified to act as
trustee for the safekeeping of securities, under this section. Any
institution nmentioned in section 135.03 or 135.32 of the Revised
Code which holds a certificate of qualification issued by the
superintendent of financial institutions or any institution
complying with sections 1111. 04, 1111.05, and 1111.06 of the
Revi sed Code is qualified to act as trustee for the safekeepi ng of
securities under this section, other than those belonging to
itself or to an affiliate as defined in division (A of section
1101. 01 of the Revised Code. Upon application to the
superintendent in witing by any—sueh an institution, the
superi ntendent shall investigate the applicant and ascertain
whet her or not it has been authorized to execute and accept trusts
inthis state and has safe and adequate vaults and efficient
supervision thereof for the storage and saf ekeepi ng of sueh
securities. If the superintendent finds that the applicant has
been so authorized and dees—have has such vaults and supervi sion
t hereof, the superintendent shall approve the application and
issue a certificate to that effect, the original or any certified
copy of which shall be concl usive evidence that the institution
naned therein is qualified to act as trustee for the purposes of

this section with respect to securities other than those bel ongi ng
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toitself or to an affiliate.

(G The public depository at any tinme nmay substitute,
exchange, or release eligible securities deposited with a
qualified trustee pursuant to this section, provided that such
substitution, exchange, or release does not reduce the tota
mar ket val ue of the securities to an anmount that is |ess than one
hundred five per cent of the total anobunt of public deposits as

determ ned pursuant to division (B) of this section.

(H Notwi thstanding the fact that a public depository is
required to pledge eligible securities in certain anounts to
secure deposits of public noneys, a trustee shall—have has no duty
or obligation to determine the eligibility, market value, or face
val ue of any securities deposited with the trustee by a public
depository. This applies in all situations including, but not
limted to, a substitution or exchange of securities, but
excl udi ng those situations effectuated by division (1) of this
section in which the trustee is required to determ ne face and

mar ket val ue.

(1) If the public depository fails to pay over any part of
the public deposits nmade therein as provided by | aw and secured
pursuant to division (B) of this section, the treasurer shall give
witten notice of this failure to the qualified trustee hol ding
the pool of securities pledged agai nst public noneys deposited in
the depository, and at the sanme tine shall send a copy of this
notice to the depository. Upon receipt of sueh this notice, the
trustee shall transfer to the treasurer for public sale suchof,
the pool ed securities as—ay—be that are necessary to produce an
anount equal to the deposits nade by the treasurer and not paid
over, less the portion of sueh the deposits covered by any federa
deposit insurance, plus any accrued interest due on such the
deposits; however, the ampunt shall not exceed the state's or

subdi vision's proportional security interest in the nmarket val ue
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of the pool as of the date of the depository's failure to pay over
the deposits, as suech that interest and val ue are determ ned by
the trustee. The treasurer shall sell at public sale any of the
bonds or other securities so transferred. Thirty days' notice of
sueh the sale shall be given in a newspaper of general circulation
at Colunmbus, in the case of the treasurer of state, and at the
county seat of the county in which the office of the treasurer is
| ocated, in the case of any other treasurer. Wien a sale of bonds
or other securities has been so nmade and upon paynent to the
treasurer of the purchase noney, the treasurer shall transfer such
bonds or securities whereupon the absol ute ownership of such bonds
or securities shall pass to the purchasers. Any surplus after
deducting the anmount due the state or subdivision and expenses of

sale shall be paid to the public depository.

(J) Any charges or conpensation of a designhated trustee for
acting as such under this section shall be paid by the public
depository and in no event shall be chargeable to the state or
subdivision or to the treasurer or to any officer of the state or
subdi vi si on. The charges or conpensation shall not be a lien or
charge upon the securities deposited for safekeeping prior or
superior to the rights to and interests in sueh the securities of
the state or subdivision or of the treasurer. The treasurer and
the treasurer's bonders or surety shall be relieved from any
liability to the state or subdivision or to the public depository
for the loss or destruction of any securities deposited with a

qualified trustee pursuant to this section

(K) I'nlieu of placing its unqualified endorsenent on each
security, a public depository pledging securities pursuant to
division (B) of this section that are not negotiable without its
endor sement or assignment may furnish to the qualified trustee
hol di ng the securities an appropriate resolution and irrevocabl e

power of attorney authorizing the trustee to assign the
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securities. The resolution and power of attorney shall conformto

stueh terns and conditions as the trustee prescribes.

(L) Upon request of a treasurer no nore often than four tines
per year, a public depository shall report the anmount of public
noneys deposited by the treasurer and secured pursuant to division
(B) of this section, and the total market value of the pool of
securities pledged to secure public noneys held by the depository,
i ncludi ng those deposited by the treasurer. Upon request of a
treasurer no nore often than four tines per year, a qualified
trustee shall report the total market value of the pool of
securities deposited with it by the depository and shall provide
an itemzed list of the securities in the pool. These reports

shall be nmade as of the date the treasurer specifies.

Sec. 135.353. In addition to the investnents specified in
section 135.35 of the Revised Code, the investing authority of a
county may +navest do both of the foll ow ng:

(A) Invest inactive or public noneys in |inked deposits as
aut hori zed by resol uti on adopted pursuant to section 135.80 or
135.801 of the Revised Code_

(B) Invest inactive nobneys in certificates of deposit in

accordance with all of the foll ow ng

(1) The inactive noneys initially are deposited with an

eliqgible public depository described in section 135.32 of the

Revi sed Code and sel ected by the investing authority.

(2) For the investing authority depositing the inactive

noneys pursuant to division (BY(1) of this section. the eligible

public depository selected pursuant to that division invests the

i nactive noneys in certificates of deposit of one or nore

federally insured banks or savings and | oan associations, wherever

| ocated. The full ampunt of principal and any accrued interest of
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each certificate of deposit invested in pursuant to division

(B)(2) of this section shall be insured by federal deposit

i nsur ance.

(3) For the investing authority depositing the inactive

noneys pursuant to division (BY(1) of this section., the eligible

public depository selected pursuant to that division acts as

custodi an of the certificates of deposit described in division
(BY(2) of this section

(4) At the sane tine that the eliqgible public depository

sel ected in accordance with division (B)(1) of this section

invests the deposit received pursuant to that division in the

certificates of deposit described in division (B)(2) of this

section, and the certificates of deposit are issued by the bank or

savi ngs and | oan associ ation, the eliqgible public depository

receives an anmount of deposits fromcustoners of other federally

insured financial institutions, wherever |ocated, that are equal

to or greater than the anmpunt initially deposited by the investing

authority pursuant to division (BY(1) of this section.

(O Inactive noneys deposited or invested in accordance with

division (B) of this section are not subject to any pl edding

requi rements described in section 135.181 or 135.37 of the Revised

Code.

Section 2. That existing sections 135.18, 135.181, and
135. 353 of the Revised Code are hereby repeal ed.
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