As Introduced

127th General Assembly
Regular Session H. B. No. 151
2007-2008

Representatives Mandel, Jones

Cosponsors: Representatives Adams, Aslanides, Barrett, Brinkman, Bubp,

Budish, Carmichael, Collier, Combs, DeGeeter, Dodd, Dolan, Flowers, Gibbs,

Goyal, Hite, Latta, Mallory, McGregor, J., Patton, Peterson, Schindel, Setzer,
Uecker, Wagner, Wagoner, Webster, Wolpert, Zehringer

A BILL

To anend section 135.143 and to enact sections
117. 103 and 137.01 to 137.09 of the Revised Code
to prohibit any public investor or any asset
manager investing on behalf of any public investor
frominvesting in a foreign conpany with active
business ties or operations in or with the Islanic
Republic of Iran and to require that any existing
i nvestnents in such conpani es be divested in order
to protect the public investnments of the State of

Chio from gl obal security risk-related | osses.

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

Section 1. That section 135.143 be anmended and secti ons
117.103, 137.01, 137.02, 137.03, 137.04, 137.05, 137.06, 137.07,
137.08, and 137.09 of the Revised Code be enacted to read as

foll ows:

Sec. 117.103. (A) As used in this section "public investor"

and "public fund" have the sane nmeanings as in section 137.01 of
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t he Revi sed Code.

(B) The auditor of state shall annually do all of the

foll owi ng:

(1) Verify that each public investor has conplied with the

requi renents of Chapter 137. of the Revised Code with regard to

the investnent of public funds;

(2) Submit a witten report of the auditor's findings to the

governor, the president of the senate, the speaker of the house,

and the chairpersons of the standing committees with primry

responsi bility for leqislation regarding public investors:;

(3) If the auditor determnes that a public investor has not

conplied with the requirenments of Chapter 137. of the Revised

Code., notify the attorney general of the auditor's findings.

Sec. 135.143. (A) The treasurer of state nay invest or
execute transactions for any part or all of the interimfunds of

the state in the followi ng classifications of obligations:

(1) United States treasury bills, notes, bonds, or any other
obligations or securities issued by the United States treasury or
any other obligation guaranteed as to principal and interest by
the United States;

(2) Bonds, notes, debentures, or any other obligations or
securities issued by any federal governnent agency or

instrunentality;

(3) Bonds and other direct obligations of the state of Chio
i ssued by the treasurer of state and of the Ohio public facilities
conm ssion, the Chio building authority, and the Onhio housing

fi nance agency;

(4)(a) Witten repurchase agreenents with any eligible Ohio
financial institution that is a nenber of the federal reserve

system or federal hone | oan bank or any recogni zed United States

Page 2

17

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



H. B. No. 151
As Introduced

governnent securities dealer, under the terms of which agreenent
the treasurer of state purchases and the eligible financial
institution or deal er agrees unconditionally to repurchase any of
the securities that are listed in division (A (1), (2), or (6) of
this section and that will mature or are redeenmable within ten
years fromthe date of purchase. The market value of securities
subj ect to these transactions nust exceed the principal val ue of
the repurchase agreenent by an anount specified by the treasurer
of state, and the securities nust be delivered into the custody of
the treasurer of state or the qualified trustee or agent

desi gnated by the treasurer of state. The agreement shall contain
the requirenment that for each transaction pursuant to the
agreenent, the participating institution or dealer shall provide

all of the follow ng infornmation
(i) The par value of the securities;
(ii) The type, rate, and naturity date of the securities;

(iii) A nunerical identifier generally accepted in the

securities industry that designates the securities.

(b) The treasurer of state also may sell any securities,
listed in division (A (1), (2), or (6) of this section, regardless
of maturity or time of redenption of the securities, under the
sanme terns and conditions for repurchase, provided that the
securities have been fully paid for and are owned by the treasurer

of state at the tinme of the sale.

(5) Securities lending agreenments with any eligible financial
institution that is a nmenber of the federal reserve system or
federal honme | oan bank or any recognized United States governnment
securities dealer, under the terns of which agreenents the
treasurer of state lends securities and the eligible financial
institution or deal er agrees to sinultaneously exchange sinilar

securities or cash, equal value for equal val ue.
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Securities and cash received as collateral for a securities
| endi ng agreenment are not interimfunds of the state. The
i nvestnent of cash collateral received pursuant to a securities
| endi ng agreenent may be invested only in such instruments
specified by the treasurer of state in accordance with a witten

i nvest nent policy.

(6) Various fornms of conmercial paper issued by any
corporation that is incorporated under the laws of the United
States or a state, which notes are rated at the tine of purchase
in the two highest categories by two nationally recognized rating
agenci es, provided that the total anount invested under this
section in any comercial paper at any tine shall not exceed
twenty-five per cent of the state's total average portfolio, as

determ ned and cal cul ated by the treasurer of state;

(7) Bankers acceptances, nmaturing in two hundred seventy days
or less, which are eligible for purchase by the federal reserve
system provided that the total anmpunt invested in bankers
acceptances at any tinme shall not exceed ten per cent of the
state's total average portfolio, as deterni ned and cal cul ated by

the treasurer of state;

(8) Certificates of deposit in eligible institutions applying
for interimnoneys as provided in section 135.08 of the Revised
Code, including |inked deposits as provided in sections 135.61 to
135. 67 of the Revised Code, agricultural |inked deposits as
provi ded in sections 135.71 to 135.76 of the Revised Code, and
housi ng |inked deposits as provided in sections 135.81 to 135.87
of the Revised Code;

(9) The state treasurer's investnment pool authorized under
section 135.45 of the Revised Code;

(10) DBebt Except as provided in Chapter 137. of the Revised

Code, debt interests, other than comrercial paper described in
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division (A)(6) of this section, rated at the tinme of purchase in
the three highest categories by two nationally recognized rating
agenci es and i ssued by corporations that are incorporated under
the aws of the United States or a state, or issued by foreign
nations diplomatically recognized by the United States governnent,
or any instrument based on, derived from or related to such
interests. Al interest and principal shall be denom nated and
payable in United States funds. The investnents made under
division (A)(10) of this section shall not exceed in the aggregate
twenty-five per cent of the state's total average portfolio, as
determ ned and cal cul ated by the treasurer of state. The

i nvest nents made under division (A)(10) of this section in debt
interests issued by foreign nations shall not exceed in the
aggregate one per cent of the state's total average portfolio, as
determ ned and cal cul ated by the treasurer of state. The

i nvestnents made under division (A)(10) of this section in the
debt interests of a single issuer shall not exceed in the
aggregate one-half of one per cent of the state's total average

portfolio, as determ ned and cal cul ated by the treasurer of state.

The treasurer of state shall invest under division (A)(10) of
this section in a debt interest issued by a foreign nation only if
the debt interest is backed by the full faith and credit of that
foreign nation. For purposes of division (A)(10) of this section,
a debt interest is rated in the three highest categories by two
nationally recogni zed rating agencies if either the debt interest
itself or the issuer of the debt interest is rated, or is
implicitly rated, at the time of purchase in the three highest

categories by two nationally recognized rating agenci es.

(11) No-I| oad noney market nutual funds consisting exclusively
of obligations described in division (A (1), (2), or (6) of this

section and repurchase agreenents secured by such obligations.

(12) CObligations of a board of education issued under
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authority of section 133.10 or 133.301 of the Revised Code.

(B) Whenever, during a period of designation, the treasurer
of state classifies public noneys as interimnoneys, the treasurer
of state shall notify the state board of deposit of such action.
The notification shall be given within thirty days after such
classification and, in the event the state board of deposit does
not concur in such classification or in the investnents or
deposits made under this section, the board nmay order the
treasurer of state to sell or liquidate any of the investnments or
deposits, and any such order shall specifically describe the
i nvestnents or deposits and fix the date upon which they are to be
sold or liquidated. Investnents or deposits so ordered to be sold
or liquidated shall be sold or liquidated for cash by the
treasurer of state on the date fixed in such order at the then
current nmarket price. Neither the treasurer of state nor the
menbers of the state board of deposit shall be held accountable
for any | oss occasioned by sales or |iquidations of investnments or
deposits at prices |lower than their cost. Any |oss or expense
incurred in making these sales or liquidations is payable as other

expenses of the treasurer's office.

(C If any securities or obligations invested in by the
treasurer of state pursuant to this section are registrable either
as to principal or interest, or both, such securities or
obligations shall be registered in the name of the treasurer of

state.

(D) The treasurer of state is responsible for the safekeeping
of all securities or obligations under this section. Any such
securities or obligations may be deposited for safekeeping as
provided in section 113.05 of the Revised Code.

(E) Interest earned on any investnents or deposits authorized
by this section shall be collected by the treasurer of state and

credited by the treasurer of state to the proper fund of the
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state.

(F) Wenever investnents or deposits acquired under this
section mature and becone due and payabl e, the treasurer of state
shal |l present them for paynent according to their tenor, and shal
coll ect the nobneys payabl e thereon. The noneys so coll ected shal
be treated as public nobneys subject to sections 135.01 to 135.21
of the Revised Code.

(G The treasurer of state and any board of education issuing
obligations referred to in division (A)(12) of this section may

enter into an agreenent providing for:

(1) The purchase of those obligations by the treasurer of
state on terns and subject to conditions set forth in the

agr eenent ;

(2) The paynent by the board of education to the treasurer of
state of a reasonable fee as consideration for the agreenent of
the treasurer of state to purchase those obligations; provided,
however, that the treasurer of state shall not be authorized to
enter into any such agreenent with the board of education of a
school district that has an outstanding obligation with respect to
a loan received under authority of section 3313.483 of the Revised
Code.

(H) For purposes of division (G of this section, a fee shal
not be consi dered reasonable unless it is set to recover only the
direct costs and a reasonable estimate of the indirect costs
associ ated with the purchasing of obligations of a school board
under division (G of this section and any reselling of the
obligations or any interest in the obligations, including
interests in a fund conprised of the obligations. No noney from
the general revenue fund shall be used to subsidize the purchase

or resale of these obligations.

(1) Al noney collected by the treasurer of state fromthe
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fee inposed by division (G of this section shall be deposited to
the credit of the state school board obligations fund, which is
hereby created in the state treasury. Mney credited to the fund
shall be used solely to pay the treasurer of state's direct and

i ndirect costs associated with purchasing and reselling
obligations of a board of education under division (G of this

secti on.

Sec. 137.01. As used in this section:

(A) "Asset nmmnager" neans _any conpany that enters into a

contract with a public investor for the investnent of public

funds.

(B) "Asset manager certification report" neans the report
described in section 137.05 of the Revi sed Code.

(C) "Business ties or operations" neans engadi ng i n _conmerce

in any form including maintaining, selling, acquiring,

devel opi ng. owni ng, possessi ng, operating, or |easing any

equi pnent, facilities, personnel, products, services, personal or

real property, or any other apparatus of business or conmerce.

(D) "Conpany" nmeans a sole proprietorship. organization,

associ ation, corporation, partnership, joint venture, limted

partnership, limted liability partnership, linmted liability

conpany., busi ness association, or other entity, including any

whol | v-owned subsi di ary, parent conpany, or affiliate of any of

those types of entities, that exists for the purpose of nmaking a

profit.

(E) "l ndependent research provider" neans a conpany that has

recei ved approval fromthe treasurer of state as described in
section 137.02 of the Revised Code.

(F) "lran" neans the Islanic republic of Iran

(G "Non-publicly-traded foreign conpany" neans _any conpany
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that is headquartered, donmiciled, or incorporated under the | aws

of any country other than the United States that does not do

either of the follow ng anywhere in the world:

(1) Issue securities to the public:

(2) Make available securities for public trade.

(H "Public investor" neans the treasurer of state, the state

board of deposit, the workers' conpensation oversight conmnm Ssion,

the adm ni strator of workers' conpensation., and the board of each

of the state retirenent systens.

(1) "Public fund" neans the assets included in any fund or

portfolio that is under the control of, or controlled on behalf

of, a public investor.

(J) "Publicly traded foreign conpany" nmeans any conpany that

i s headquartered, domi ciled, or incorporated under the | aws of any

country other than the United States that does either or both of

the foll owi ng anywhere in the worl d:

(1) Issues securities to the public;

(2) Makes available securities for public trade.

(KY "Social devel opnent conpany" neans any of the foll ow ng:

(1) Any conpany or _entity that is not an agency of the

governnent of Iran that holds a valid, current accreditation as a

nongover nnent al organi zati on fromthe united nations departnent of

public information;

(2) A conpany that has been identified by an i ndependent

research provider as a conpany whose prinary purpose in lran is to

provide to the people of Iran goods and services intended to

relieve human suffering: to pronote health., reliagious, or

spiritual activities; and to provide education for hunmnitarian

ur poses;

(3) A conpany that has been identified by an i ndependent
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research provider as a conpany whose prinary purpose in lranis to

performjournalistic activities.

(L) "State retirenent systenl nmeans the public enpl oyees

retirement system Ohio police and fire pension fund, state

teachers retirenent system school enployees retirenent system

and state highway patrol retirenent system

Sec. 137.02. (A(1) A conpany nmay obtain approval fromthe

treasurer of state as an i ndependent research provider for the

pur poses of section 137.04 of the Revised Code by subnitting to

the treasurer of state an affidavit that states all of the

fol |l owi ng:

(a) The conpany i s headquartered. doniciled. or incorporated

under the laws of this or any other state., or the United States.

(b) The conpany specializes in identifying and assessing

conpani es that are exposed to global security risk

(c) The conpany offers inpartial research on conpani es'

busi ness ties or operations in lran.

(d) The conpany has. for at |east four consecutive cal endar

vears prior to the date the affidavit is submtted. reqularly

nmai nt ai ned and provided to clients the informati on described in
division (A (1)(b) and (c) of this section

(e) The conpany does not engage in or provide investnent

banki ng, brokerage services, or corporate finance services.

(2) The conpany shall include with the affidavit the

foll owi ng informtion:

(a) The nane of the conpany and., if different, the name under

which it is registered or organized in the state of its

organi zati on

(b) The state in which it was organi zed and the date of its
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formation;

(c) The nane and address of an agent for service of any

process, notice, or demand on the conpany;

(d) An address to which interested persons may direct

requests for copies of the articles of organization, operating

agreenent, bylaws, or other charter docunents of the conpany.

(B) The treasurer of state shall approve a conpany as an

i ndependent research provider for the purposes of section 137.04

of the Revised Code if the statements contained in the affidavit

are true and the conpany otherwi se conplies with the requirenents

of this section.

(G The treasurer of state shall conpile and make avail able

to public investors a list of the conpani es approved by the

treasurer as i ndependent research providers under this section

The treasurer of state shall update the list on a quarterly basis.

Sec. 137.03. (A) Each non-publicly-traded foreign conpany

that seeks investnent of public funds by a public investor shal

subnmit to the public investor or, if the public investor has

contracted with an asset manager for the investnment of public

funds, to the public investor's asset nmnager an affidavit that

states the foll ow ng

(1) That the conpany does not own or control any property or

assets located in Ilran;

(2) That the conmpany does not have business ties or

operations in or with Iran.

(B) Fach non-publicly-traded foreign conpany in which a

public investor's public funds are invested on or after the

effective date of this section shall annually submt to the public

investor, or, if the public investor has contracted with an asset

manager for the investnent of public funds, to the public
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i nvestor's asset nmanager an affidavit that states the foll ow ng:

(1) That the conpany does not own or control any property or

asset |located in lran;

(2) That the conpany does not have business ties or

operations in or with Iran.

(GO A non-publicly-traded foreign conpany that fails to

submt an accurate affidavit of the type described in division (A

of this section or otherwise fails to conply with the requirenents

of this section is a forbidden entity as provi ded under section
137. 04 of the Revised Code.

Sec. 137.04. (A) FExcept as provided in division (B) of this

section, each of the following entities is a forbidden entity:

(1) Any publicly-traded foreign conpany that has been

identified by an i ndependent research provi der as being a conpany

that is one of the foll ow ng:

(a) A conpany that has active business ties or operations in

or wwth lran;

(b) A conpany that has active business ties or operations

with any conpany domiciled in Ilran.

(2) Any non-publicly-traded foreign conpany that fails to

neet the requirenents of section 137.03 of the Revi sed Code;

(3) Any nutual fund, separate account., index, index nanaged

product, or conpilation of stocks identified that is not certified

by an i ndependent research provider as excluding all forbidden

entities described in division (A (1) of this section.

(B) A social devel opnent conpany is not a forbidden entity.

Sec. 137.05. (A) No public investor shall invest any public

funds by acquiring securities in any forbidden entity.
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(B) If a public investor has entered into a contract with an

asset manager for the investnent of public funds, the public

i nvestor shall direct each such asset manager to subnmt to the

investor, at no additional cost to the investor, a report that

shall be known as the asset nmnager certification report

certifying both of the foll ow ng:

(1) That the asset nmnager has not | oaned to, invested in, or

otherwi se transferred any of the public investor's public funds to

a forbidden entity any tinme after the effective date of this

section;

(2) That the asset nmnager has di vested the public investor's

public funds in accordance with section 137.06 of the Revised
Code.

The asset mmnager certification report shall be subnitted in

witing on a formprescribed by the treasurer of state.

(G A public investor that finds that an asset manager with

which the public investor has entered into a contract for the

investment of public funds has not conplied with the requirenents

of this chapter shall ternmnate the contract with the asset

nmanager. The asset manager shall be ineligible to conduct busi ness

with any public investor for one vear.

Sec. 137.06. A public investor shall divest or redeem or, if

applicable, shall direct any asset nmanager wi th which the public

i nvestor has contracted for the investnent of public funds to

di vest or redeem any securities the public investor holds in a

forbidden entity or withdraw from an account that includes such

entities as described in division (A (3) of section 137.04 of the

Revi sed Code in accordance with the foll owi ng schedul e:

(A Wthin six nonths after the effective date of this

section, divest or redeemat |east sixty per cent of the
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investments that the public investor holds in forbidden entities

or withdraw at | east sixty per cent of the investnents in the

forbidden entities held in an account;

(B Wthin twelve nonths after the effective date of this

section, divest or redeemone hundred per cent of the investnents

that the public investor holds in forbidden entities or wthdraw

one hundred per cent of the investnents in the forbidden entities

held in an account.

Sec. 137.07. A public investor is not |liable for breach of

the public investor's fiduciary duty to the public fund for which

that public investor has the authority to invest assets if the

public investor conplies with the requirenents of Chapter 137. of

the Revised Code. Al nenbers and forner nenbers of the boards of

all public investors and all officers, enployvees, and agents of

such boards shall be indemified, whether jointly or severally,

for all clainms, demands, suits, actions, damages., judgnents,

costs, charges, and expenses, including court costs and attorney's

fees, and against all liability, |osses, and danages of any nature

that such board nenbers. officers. enployees., or agents may incur

by reason of any decision to restrict, reduce, or elimnate

investnments in forbidden entities. A board nenber, officer,

enpl oyee, or agent of a public investor shall be indemified

t hrough the public fund in which the public investor has the

authority to invest.

Sec. 137.08. Except as otherw se specified by this chapter or

as otherwi se specified by the general assenbly. this chapter

prevails over any conflicting provisions of sections 135.143,
145.11, 742.11, 3307.15, 3309.15, 4123.44, and 5505.06 of the

Revi sed Code and all other |laws that conflict with this chapter

Sec. 137.09. The attorney general shall enforce the
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provisions of this chapter and the attorney general or the

attorney general's designee nay bring an action in court to

enforce this chapter.

Section 2. That existing section 135.143 of the Revised Code

i s hereby repeal ed.

Section 3. Each non-publicly-traded foreign conpany in which
a public investor's public funds are invested on the effective
date of this act shall, within six nonths after the effective date
of the act, subnmit to the public investor, or, if the public
i nvestor has contracted with an asset nanager for the investnent
of public funds, to the public investor's asset nanager an

affidavit that states the follow ng:

(1) That the conpany does not own or control any property or

asset located in Iran;

(2) That the conpany does not have business ties or

operations in or with Iran.
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