As Introduced

130th General Assembly
Regular Session H. B. No. 459
2013-2014

Representative Sprague

Cosponsors: Representatives Smith, Stebelton

A BILL

To anend sections 135. 14, 135.142, 135.143, 135. 35,
and 3770.06 and to enact section 135.48 of the
Revi sed Code to nodify authorized investnents of
i nteri mnoneys and i nactive noneys under the

Uni f orm Depository Act.

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

Section 1. That sections 135.14, 135.142, 135.143, 135. 35,
and 3770. 06 be anended and section 135.48 of the Revised Code be

enacted to read as foll ows:

Sec. 135.14. (A) As used in this section:

(1) "Treasurer" does not include the treasurer of state, and

"governi ng board" does not include the state board of deposit.

(2) "OQther obligations" includes notes whether or not issued

in anticipation of the issuance of bonds.

(B) The treasurer or governing board may invest or deposit
any part or all of the interimnoneys. The foll ow ng
classifications of obligations shall be eligible for such

i nvestnent or deposit:

(1) United States treasury bills, notes, bonds, or any other
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obligation or security issued by the United States treasury or any
ot her obligation guaranteed as to principal and interest by the

Uni ted St at es.

Nothing in the classification of eligible obligations set
forth in division (B)(1) of this section or in the classifications
of eligible obligations set forth in divisions (B)(2) to (7) of
this section shall be construed to authorize any investnent in
stripped principal or interest obligations of such eligible

obl i gati ons.

(2) Bonds, notes, debentures, or any other obligations or
securities issued by any federal governnent agency or
instrumentality, including but not Iimted to, the federa
national nortgage associ ation, federal honme |oan bank, federa
farmcredit bank, federal hone |oan nortgage corporation, and
governnent national nortgage associ ati on—and-student—toan
rarketing—association. Al federal agency securities shall be
di rect issuances of federal governnment agencies or

instrumentalities.

(3) Interimdeposits in the eligible institutions applying
for interimnoneys as provided in section 135.08 of the Revised
Code. The award of interimdeposits shall be nmade in accordance
with section 135.09 of the Revised Code and the treasurer or the
governi ng board shall deternine the periods for which such interim
deposits are to be made and shall award such interimdeposits for
such periods, provided that any eligible institution receiving an
interimdeposit award may, upon notification that the award has
been made, decline to accept the interimdeposit in which event
the award shall be made as though the institution had not applied

for such interimdeposit.

(4) Bonds and other obligations of this state-, or the

political subdivisions of this state, provided that, with respect

to bonds or other obligations of political subdivisions, all of
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the foll owi ng appl vy:

(a) The bonds or other obligations are payabl e from general

revenues of the political subdivision and backed by the full faith

and credit of the political subdivision.

(b) The bonds or other obligations are rated at the tine of

purchase in the three highest classifications established by at

| east one nationally recogni zed standard rating service and

pur chased through a reqgi stered securities broker or dealer.

(c) The aqgregate val ue of the bonds or other obligations

does not exceed twenty per cent of interimnoneys available for

investnment at the tinme of purchase.

(d) The treasurer or governing board is not the sole

pur chaser of the bonds or other obligations at original issuance.

No i nvestment shall be made under division (B)(4) of this

section unless the treasurer or governing board has conpl et ed

additional training for nmaking the investnents authorized by

division (B)Y(4) of this section. The type and anount of additi onal

training shall be approved by the treasurer of state and nmy be

conducted by or provided under the supervision of the treasurer of

state.

(5) No-load noney narket mnutual funds consisting exclusively
of obligations described in division (B)(1) or (2) of this section
and repurchase agreenents secured by such obligations, provided
that investnents in securities described in this division are nade
only through eligible institutions nmentioned in section 135.03 of
t he Revi sed Code,;

(6) The GChio subdivision's fund as provided in section 135.45
of the Revised Code;

(7) Up to +wenty—+ive forty per cent of interimnoneys
avail able for investnent in either of the follow ng:
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(a) Conmercial paper notes issued by an entity that is
defined in division (D) of section 1705.01 of the Revised Code and
that has assets exceeding five hundred nillion dollars, to which

notes all of the follow ng apply:

(i) The notes are rated at the tinme of purchase in the
hi ghest classification established by at |east two nationally

recogni zed standard rating services.

(ii) The aggregate val ue of the notes does not exceed ten per
cent of the aggregate value of the outstanding commercial paper of

the issuing corporation.

(iii) The notes mature not |ater than ene two hundred eighty
seventy days after purchase.

(iv) The investnent in commercial paper notes of a single

i ssuer shall not exceed in the aggregate five per cent of interim

noneys available for investnent at the tine of purchase.

(b) Bankers acceptances of banks that are insured by the
federal deposit insurance corporation and to which both of the

foll ow ng apply:

(i) The obligations are eligible for purchase by the federal

reserve system

(ii) The obligations mature not |later than one hundred ei ghty

days after purchase.

No i nvestnent shall be made pursuant to division (B)(7) of
this section unless the treasurer or governing board has conpl eted
additional training for making the investnents authorized by
division (B)(7) of this section. The type and anount of additiona
training shall be approved by the auditer treasurer of state and
may be conducted by or provided under the supervision of the
auvditor treasurer of state.

(© Nothing in the classifications of eligible obligations
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set forth in divisions (B)(1) to (7) of this section shall be
construed to authorize any investnent in a derivative, and no
treasurer or governing board shall invest in a derivative. For

pur poses of this division, "derivative" neans a financial

i nstrunent or contract or obligation whose value or return is
based upon or |inked to another asset or index, or both, separate
fromthe financial instrunent, contract, or obligation itself. Any
security, obligation, trust account, or other instrunent that is
created froman issue of the United States treasury or is created
froman obligation of a federal agency or instrunentality or is
created fromboth is considered a derivative instrunment. An
eligible investment described in this section with a variable
interest rate paynent, based upon a single interest paynent or
single index conprised of other eligible investnents provided for
in division (B)(1) or (2) of this section, is not a derivative,
provi ded that such variable rate investnent has a maxi num maturity

of two years.

(D) Except as provided in division (E) of this section, any
i nvest nent made pursuant to this section nmust mature within five
years fromthe date of settlement, unless the investnment is

mat ched to a specific obligation or debt of the subdivision

(E) The treasurer or governing board may al so enter into a
witten repurchase agreenent with any eligible institution
nmentioned in section 135.03 of the Revised Code or any eligible
deal er pursuant to division (M of this section, under the terns
of which agreenent the treasurer or governing board purchases, and
such institution or deal er agrees unconditionally to repurchase
any of the securities listed in divisions (B)(1) to (5), except
letters of credit described in division (B)(2), of section 135.18
of the Revised Code. The narket val ue of securities subject to an
overnight written repurchase agreenment nust exceed the principa

val ue of the overnight witten repurchase agreenent by at | east
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two per cent. A witten repurchase agreenent shall not exceed
thirty days and the market value of securities subject to a
witten repurchase agreenent mnmust exceed the principal val ue of
the witten repurchase agreenent by at |east two per cent and be
marked to market daily. Al securities purchased pursuant to this
di vision shall be delivered into the custody of the treasurer or
governi ng board or an agent designated by the treasurer or
governing board. A witten repurchase agreement with an eligible
securities dealer shall be transacted on a delivery versus paynent
basis. The agreenent shall contain the requirenment that for each
transaction pursuant to the agreenment the participating
institution or dealer shall provide all of the follow ng

i nformati on:
(1) The par value of the securities;
(2) The type, rate, and maturity date of the securities;

(3) A nunerical identifier generally accepted in the

securities industry that designates the securities.

No treasurer or governing board shall enter into a witten
repurchase agreenent under the terns of which the treasurer or
governing board agrees to sell securities owned by the subdivision
to a purchaser and agrees with that purchaser to unconditionally

repurchase those securities.

(F) No treasurer or governing board shall nake an investnment
under this section, unless the treasurer or governing board, at
the time of making the investnment, reasonably expects that the

i nvestnent can be held until its maturity.

(G No treasurer or governing board shall pay interimnoneys
into a fund established by anot her subdivision, treasurer
governi ng board, or investing authority, if that fund was
establ i shed for the purpose of investing the public noneys of

ot her subdivisions. This division does not apply to the paynent of
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public noneys into either of the foll ow ng:

(1) The GChio subdivision's fund pursuant to division (B)(6)

of this section;

(2) A fund created solely for the purpose of acquiring,
constructing, owning, |easing, or operating nunicipal utilities
pursuant to the authority provi ded under section 715.02 of the
Revi sed Code or Section 4 of Article XVIII, Chio Constitution.

For purposes of division (G of this section, "subdivision"

i ncl udes a county.

(H) The use of leverage, in which the treasurer or governing
board uses its current investnent assets as collateral for the
pur pose of purchasing other assets, is prohibited. The issuance of
t axabl e notes for the purpose of arbitrage is prohibited.
Contracting to sell securities that have not yet been acquired by
the treasurer or governing board, for the purpose of purchasing
such securities on the speculation that bond prices will decline,

i s prohibited.

(1) Whenever, during a period of designation, the treasurer
classifies public noneys as interimnoneys, the treasurer shal
notify the governing board of such action. The notification shal
be given within thirty days after such classification and in the
event the governing board does not concur in such classification
or in the investnents or deposits nmade under this section, the
governing board may order the treasurer to sell or |iquidate any
of such investnents or deposits, and any such order shal
specifically describe the investnents 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 on the date fixed in such
order at the then current market price. Neither the treasurer nor

the nmenbers of the board shall be held accountable for any | oss

Page 7

174

175
176

177
178
179
180

181
182

183
184
185
186
187
188
189
190

191
192
193
194
195
196
197
198
199
200
201
202
203
204



H. B. No. 459
As Introduced

occasi oned by sales or liquidations of investnents or deposits at
prices |lower than their cost. Any | oss or expense incurred in
nmaki ng such sales or liquidations is payable as other expenses of

the treasurer's office.

(J) If any investnments or deposits purchased under the
authority of this section are issuable to a designated payee or to
the order of a designated payee, the nanme of the treasurer and the
title of the treasurer's office shall be so designated. If any
such securities are registrable either as to principal or
interest, or both, then such securities shall be registered in the

nane of the treasurer as such

(K) The treasurer is responsible for the safekeeping of al
docunents evidencing a deposit or investnment acquired by the
treasurer under this section. Any securities nay be deposited for
saf ekeeping with a qualified trustee as provided in section 135.18
of the Revised Code, except the delivery of securities acquired
under any repurchase agreenment under this section shall be nade to
a qualified trustee, provided, however, that the qualified trustee
shall be required to report to the treasurer, governing board,
audi tor of state, or an authorized outside auditor at any tine
upon request as to the identity, narket value, and |ocation of the
docunent evi dencing each security, and that if the participating
institution is a designated depository of the subdivision for the
current period of designation, the securities that are the subject
of the repurchase agreenent may be delivered to the treasurer or
held in trust by the participating institution on behalf of the
subdi vision. Interest earned on any investnents or deposits
aut hori zed by this section shall be collected by the treasurer and

credited by the treasurer to the proper fund of the subdivision

Upon the expiration of the termof office of a treasurer or
in the event of a vacancy in the office of treasurer by reason of

death, resignation, renmoval fromoffice, or otherw se, the
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treasurer or the treasurer's legal representative shall transfer
and deliver to the treasurer's successor all docunents evidencing
a deposit or investnment held by the treasurer. For the investnents
and deposits so transferred and delivered, such treasurer shall be
credited with and the treasurer's successor shall be charged with

t he amount of noney held in such investnments and deposits.

(L) Whenever investnments or deposits acquired under this
section mature and becone due and payabl e, the treasurer shal
present them for paynent according to their tenor, and shall
col l ect the nobneys payabl e thereon. The noneys so col |l ected shal
be treated as public nbneys subject to sections 135.01 to 135.21
of the Revi sed Code.

(M(1) Al investnents, except for investnments in securities
described in divisions (B)(5) and (6) of this section and for
i nvestnents by a nunicipal corporation in the issues of such
nmuni ci pal corporation, shall be nmade only through a nenber of the
pat+onal—asseciation—of—securities—dealers financial industry

regul atory authority (FINRA), through a bank, savings bank, or

savi ngs and | oan associ ation regul ated by the superintendent of
financial institutions, or through an institution regulated by the
conptroller of the currency, federal deposit insurance

corporation, or board of governors of the federal reserve system

(2) Paynment for investnents shall be made only upon the
delivery of securities representing such investnments to the
treasurer, governing board, or qualified trustee. If the
securities transferred are not represented by a certificate,
paynment shall be nmade only upon receipt of confirmation of
transfer fromthe custodian by the treasurer, governing board, or

gualified trustee.

(N) I'n making investnents authorized by this section, a
treasurer or governing board may retain the services of an

i nvest ment advi sor, provided the advisor is |licensed by the
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di vi sion of securities under section 1707.141 of the Revi sed Code
or is registered with the securities and exchange conmi ssion, and
possesses experience in public funds investnment managenent,
specifically in the area of state and | ocal governnent investnent
portfolios, or the advisor is an eligible institution nentioned in
section 135.03 of the Revised Code.

(O (1) Except as otherw se provided in divisions (O (2) and
(3) of this section, no treasurer or governing board shall nmake an
i nvestnent or deposit under this section, unless there is on file
with the auditor of state a witten investnment policy approved by
the treasurer or governing board. The policy shall require that
all entities conducting investnment business with the treasurer or
governi ng board shall sign the investnent policy of that
subdi vi sion. Al brokers, dealers, and financial institutions,
described in division (M(1) of this section, initiating
transactions with the treasurer or governing board by giving
advi ce or naking investnent recommendations shall sign the
treasurer's or governing board's investnent policy thereby
acknow edgi ng their agreenent to abide by the policy's contents.
Al'l brokers, dealers, and financial institutions, described in
division (M(1) of this section, executing transactions initiated
by the treasurer or governing board, having read the policy's
contents, shall sign the investnent policy thereby acknow edgi ng

their conprehensi on and receipt.

(2) If awitten investnent policy described in division
(O (1) of this sectionis not filed on behalf of the subdivision
with the auditor of state, the treasurer or governing board of
t hat subdivision shall invest the subdivision' s interimnoneys
only in interimdeposits pursuant to division (B)(3) of this

section or interimdeposits pursuant to section 135.145 of the

Revi sed Code and approved by the treasurer of state, no-l|oad noney

mar ket mutual funds pursuant to division (B)(5) of this section,
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or the Chio subdivision's fund pursuant to division (B)(6) of this

secti on.

(3) Divisions (O(1) and (2) of this section do not apply to
a treasurer or governing board of a subdivision whose average
annual portfolio of investnments held pursuant to this section is
one hundred thousand dollars or |ess, provided that the treasurer
or governing board certifies, on a formprescribed by the auditor
of state, that the treasurer or governing board will conply and is
in conpliance with the provisions of sections 135.01 to 135.21 of
t he Revi sed Code.

(P) A treasurer or governing board may enter into a witten
i nvestnent or deposit agreenent that includes a provision under
whi ch the parties agree to submt to nonbinding arbitration to
settle any controversy that may arise out of the agreenent,
i ncluding any controversy pertaining to | osses of public noneys
resulting frominvestnent or deposit. The arbitration provision
shall be set forth entirely in the agreenent, and the agreenent
shall include a conspicuous notice to the parties that any party
to the arbitration may apply to the court of conmon pleas of the
county in which the arbitration was held for an order to vacate,
nodi fy, or correct the award. Any such party may al so apply to the
court for an order to change venue to a court of comon pl eas
| ocated nore than one hundred miles fromthe county in which the

treasurer or governing board is |ocated.

For purposes of this division, "investnent or deposit
agreenent" means any agreenent between a treasurer or governing
board and a person, under which agreenent the person agrees to
i nvest, deposit, or otherw se nanage a subdivision's interim
noneys on behal f of the treasurer or governing board, or agrees to

provi de investnent advice to the treasurer or governing board.

(Q An investnment made by the treasurer or governing board

pursuant to this section prior to Septenber 27, 1996, that was a
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| egal investnent under the law as it existed before Septenber 27,
1996, nmay be held until maturity,—e+r—ifthe investwent doesnot

Sec. 135.142. (A In addition to the investnents authorized
by section 135.14 of the Revised Code, any board of education, by
a two-thirds vote of its nenbers, may authorize the treasurer of
the board of education to invest up to twenrty—five forty per cent
of the interimnoneys of the board, available for investnent at

any one tinme, in either of the foll ow ng:

(1) Conmercial paper notes issued by any entity that is
defined in division (D) of section 1705.01 of the Revised Code and
has assets exceeding five hundred mllion dollars, and to which

notes all of the follow ng apply:

(a) The notes are rated at the tinme of purchase in the
hi ghest classification established by at |east two pationally
recogni zed standard rating services;

(b) The aggregate value of the notes does not exceed ten per
cent of the aggregate value of the outstanding comrercial paper of

the issuing corporation;

(c) The notes mature no later than enre two hundred eighty

seventy days after purchase._

(d) The investnent in commercial paper notes of a single

issuer shall not exceed in the aggregate five per cent of interim

noneys of the board available for investnent at the tine of

pur chase.

(2) Bankers' acceptances of banks that are nenmbers of the

federal deposit insurance corporation to which obligations both of
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the foll ow ng apply:

(a) The obligations are eligible for purchase by the federal

reserve system

(b) The obligations mature no | ater than one hundred ei ghty

days after purchase.

(B) No investnent authorized pursuant to division (A) of this
section shall be nade, whether or not authorized by a board of
education, unless the treasurer of the board of education has
compl eted additional training for making the types of investnents
aut hori zed pursuant to division (A of this section. The type and
anmount of such training shall be approved and nay be conducted by
or provided under the supervision of the auditer treasurer of

state.

(C The treasurer of the board of education shall prepare
annual ly and submt to the board of education, the superintendent
of public instruction, and the auditor of state, on or before the
thirty-first day of August, a report listing each investnent made
pursuant to division (A) of this section during the preceding
fiscal year, inconme earned fromsuch investnents, fees and
conm ssions paid pursuant to division (D) of this section, and any
other information required by the board, the superintendent, and

t he auditor of state.

(D) A board of education nmay make appropriations and
expendi tures for fees and comissions in connection with

i nvestnents made pursuant to division (A) of this section.

(BE)(1) In addition to the investnents authorized by section
135. 14 of the Revised Code and division (A) of this section, any
board of education that is a party to an agreenent with the
treasurer of state pursuant to division (G of section 135.143 of
the Revised Code and that has outstandi ng obligations issued under
authority of section 133.10 or 133.301 of the Revised Code nay
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authorize the treasurer of the board of education to invest
interimnoneys of the board in debt interests rated in either of
the two highest rating classifications by at |east two nationally
recogni zed standard rati ng agencies services and issued by
entities that are defined in division (D) of section 1705.01 of

t he Revised Code. The debt interests purchased under authority of
division (E) of this section shall mature not |ater than the
|atest maturity date of the outstanding obligations issued under
authority of section 133.10 or 133.301 of the Revised Code.

(2) If any of the debt interests acquired under division
(E)(1) of this section ceases to be rated as there required, its
i ssuer shall notify the treasurer of state of this fact within
twenty-four hours. At any time thereafter the treasurer of state
may require collateralization at the rate of one hundred two per
cent of any renmining obligation of the entity, with securities

aut hori zed for investnent under section 135.143 of the Revised

Code. The collateral shall be delivered to and held by a custodian

acceptable to the treasurer of state, marked to nmarket daily, and
any default to be cured within twelve hours. Unlinmited

substitution shall be allowed of conparable securities.

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)(a) Bonds, notes, and other di+reet obligations of the
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state of Chio, including, but not limted to, any obligations

i ssued by the treasurer of state and—eof, the Chio public

facilities conmission, the Chio building authority, and the Chio

housi ng fi nance agency, the Onhio water devel opnent authority, and

the Chio turnpike infrastructure comm SSion;

(b) Bonds, notes, and other obligations of any state or

political subdivision thereof rated in the three highest

categories by at | east one nationally recogni zed standard rating

service and purchased through a reqi stered securities broker or

deal er, provided the treasurer of state is not the sole purchaser

of the bonds. notes. or other obligations at original issuance.

(4)(a) Witten repurchase agreenents with any eligible Chio
financial institution that is a nenber of the federal reserve
system or federal honme |oan bank,_ or any receghized reqgistered
United States governnment securities deal er, under the terns of
whi ch 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
redeemable within ten years fromthe date of purchase. The market
val ue of securities subject to these transactions nust exceed the
princi pal value 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 designated by the treasurer of state. The
agreenent shall contain the requirenent that for each transaction
pursuant to the agreement, the participating institution or deal er

shal |l provide all of the follow ng informtion
(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
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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 tinme of redenption of the securities, under the
same ternms and conditions for repurchase, provided that the
securities have been fully paid for and are owned by the treasurer

of state at the tine of the sale.

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

securities or cash, equal value for equal val ue.

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 agreenment may be invested only in such instrunments
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 entity that is iheorporated organi zed under the | aws
of the United States or a state, which notes are rated at—the tine
of purchase in the two highest categories by two nationally
recogni zed standard rati ng agehrecies services, provided that the
total anount invested under this section in any conmercial paper
at any time shall not exceed twenty-—five forty 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 | ess, whichareeligiblefor purchase by the federal reserve
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system- provided that the total amount invested in bankers
acceptances at any tinme shall not exceed ten per cent of the
state's total average portfolio, as deternined 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
provided in sections 135.71 to 135.76 of the Revised Code, and
housi ng |i nked deposits as provided in sections 135.81 to 135.87
of the Revi sed Code;

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

(10) Debt interests, other than comrerci al paper described in

division (A (6) of this section, rated at—thetimwe of purehase in

the three highest categories by two nationally recogni zed standard

rati ng agencies services and i ssued by ecorporations entities that

are ineorporated organi zed under the |laws 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, provided that:

(a) The investnents in debt interests other than conmerci al

paper shall not exceed in the aggregate twenty-five per cent of

the state's portfolior._

(b) The investnents in debt interests issued by foreign
nations shall not exceed in the aggregate one per cent of the

state's portfolior._

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, and provided that all interest and principal shal
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be denom nated and payable in United States funds.

(c) Fhe When added to the investnent in commercial paper, the

i nvestnents in the debt interests of a single issuer shall not
exceed in the aggregate oehne-halfof one five per cent of the
state's portfolio—execept—that debt interests of a singleissuer
I . : . . hal | L I
: o

: : on- I ' dod ¢ L I { neinal _chall
I I : I I N : I  unds.

(d) For purposes of division (A)(10) of this section, a debt
interest is rated in the three highest categories by two
national ly recogni zed standard rating agencies services if either
the debt interest itself or the issuer of the debt interest is

rated, or is inplicitly rated, at—the timwe of purchase in the

three highest categories by two nationally recogni zed standard

rati ng ageneies services.

(e) For purposes of division (A)(10) of this section, the
"state's portfolio" nmeans the state's total average portfolio, as

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

(11) No-load noney market nutual funds rated in the highest

category by one nationally recognized standard rating service or

consi sting exclusively of obligations described in division
(A (1), (2), or (6) of this section and repurchase agreenents

secured by such obligations.

(12) nligations of a political subdivision issued under
Chapter 133. of the Revised Code and identified in an agreenent

described in division (G of this section

(B) Whenever, during a period of designation, the treasurer

Page 18

518

519
520
521
522
523
524

525
526
527
528
529

530
531
532
533
534
535
536

537
538
539

540
541
542
543
544

545
546
547

548



H. B. No. 459
As Introduced

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 investnments or
deposits made under this section, the board may order the
treasurer of state to sell or liquidate any of the investnents 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 market price. Neither the treasurer of state nor the
nmenbers of the state board of deposit shall be held accountabl e
for any | oss occasioned by sales or |iquidations of investnents or
deposits at prices |ower than their cost. Any | 0oss or expense
incurred in making these sales or liquidations is payable as other

expenses of the treasurer's office.

(O 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

state.

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

(G The treasurer of state and any political subdivision
i ssuing obligations referred to in division (A)(12) of this
section, which obligations mature within one year fromthe
ori ginal date of issuance, nay 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 political subdivision 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 a 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, a reasonable estimate of the indirect costs
associ ated with the purchasing of obligations of a political
subdi vi si on 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, and the
adm ni stration thereof. No noney fromthe general revenue fund
shall be used to subsidize the purchase or resale of these

obl i gati ons.
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(1) Al noney collected by the treasurer of state fromthe
fee inposed by division (G of this section shall be deposited to
the credit of the state political subdivision 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 indirect costs associated wi th purchasing and reselling
obligations of a political subdivision under division (G of this

secti on.

(J) As used in this section, "political subdivision" neans a
county, township, nunicipal corporation, or beard-of education—of

a school district.

Sec. 135.35. (A) The investing authority shall deposit or
invest any part or all of the county's inactive noneys and shal
invest all of the noney in the county public library fund when
required by section 135.352 of the Revised Code. The follow ng
classifications of securities and obligations are eligible for

such deposit or investnent:

(1) United States treasury bills, notes, bonds, or any other
obligation or security issued by the United States treasury, any
ot her obligation guaranteed as to principal or interest by the
United States, or any book entry, zero-coupon United States
treasury security that is a direct obligation of the United

St at es.

Nothing in the classification of eligible securities and
obligations set forth in divisions (A)(2) to (x5(10) of this
section shall be construed to authorize any investnment in stripped
principal or interest obligations of such eligible securities and

obl i gati ons.

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

instrunentality, including, but not limted to, the federal
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nati onal nortgage association, federal hone |oan bank, federa
farmcredit bank, federal hone | oan nortgage corporation, and
governnent national nortgage associ ati on—and-student—toan
rarketing—association. Al federal agency securities shall be
direct issuances of federal governnent agencies or

instrumentalities.

(3) Tinme certificates of deposit or savings or deposit
accounts, including, but not |linted to, passbook accounts, in any
eligible institution nmentioned in section 135.32 of the Revised
Code;

(4) Bonds and other obligations of this state or the

political subdivisions of this state, provided the investnent

authority is not the sole purchaser of the bonds or other

obligations at original issuance;

(5) No-load noney market nmutual funds rated in the highest

category at the tine of purchase by at | east one nationally

recogni zed standard rating service or consisting exclusively of
obligations described in division (A) (1) e+_ (2)._or (6) of this

section 135.143 of the Revised Code and repurchase agreenents

secured by such obligations, provided that investnents in
securities described in this division are made only through
eligible institutions nmentioned in section 135.32 of the Revised
Code;

(6) The Chio subdivision's fund as provided in section 135.45
of the Revised Code;

(7) Securities lending agreenments with any eligible
institution mentioned in section 135.32 of the Revised Code that
is a nenber of the federal reserve systemor federal hone | oan
bank or with any recogni zed United States governnent securities
deal er neeting the description in division (J)(1) of this section,

under the ternms of which agreenments the investing authority |ends
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securities and the eligible institution or deal er agrees to
si mul t aneously exchange simlar securities or cash, equal val ue

for equal val ue.

Securities and cash received as collateral for a securities
| endi ng agreenment are not inactive noneys of the county or nobneys
of a county public library fund. The investnent of cash collatera
recei ved pursuant to a securities |lending agreenent may be
invested only in instrunents specified by the investing authority
inthe witten investnent policy described in division (K) of this

secti on.

(8) Up to twenty-five per cent of the county's total average

portfolio in either of the follow ng investnents:

(a) Conmercial paper notes issued by an entity that is
defined in division (D) of section 1705.01 of the Revised Code and
that has assets exceeding five hundred nillion dollars, to which

notes all of the follow ng apply:

(i) The notes are rated at the time of purchase in the
hi ghest cl assification established by at |east two nationally

recogni zed standard rating services.

(ii) The aggregate val ue of the notes does not exceed ten per
cent of the aggregate value of the outstanding comrercial paper of

the issuing corporation.

(iii) The notes mature not |ater than two hundred seventy

days after purchase.

(b) Bankers acceptances of banks that are insured by the
federal deposit insurance corporation and to which both of the

foll ow ng apply:

(i) The obligations are eligible for purchase by the federal

reserve system

(ii) The obligations nature not |ater than one hundred eighty
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days after purchase.

No i nvestnent shall be made pursuant to division (A)(8) of
this section unless the investing authority has conpl eted
additional training for making the investnents authorized by
division (A)(8) of this section. The type and anount of additi onal
training shall be approved by the auditer treasurer of state and
may be conducted by or provided under the supervision of the
audi-ter treasurer of state.

(9) Up to fifteen per cent of the county's total average
portfolio in notes issued by corporations that are incorporated
under the laws of the United States and that are operating within
the United States, or by depository institutions that are doing
busi ness under authority granted by the United States or any state
and that are operating within the United States, provided both of

the foll ow ng apply:

(a) The notes are rated in the second hi ghest or higher
category by at least two nationally recognized standard rating

services at the tine of purchase.

(b) The notes mature not |ater than two years after purchase.
(10) Neo-loadrmphreynmarket—mutualfunds ratedinthe highest
I . : I I | , L]
: . . oL :
L . I bed i o VEIN N ; .
1351436t theRevised Code
33 Debt interests rated at the time of purchase in the
three highest categories by two nationally recognized standard
rating services and issued by foreign nations diplomatically
recogni zed by the United States governnent. Al interest and
princi pal shall be denom nated and payable in United States funds.
The investnments nade under division (A 3H-(10) of this section

shall not exceed in the aggregate one per cent of a county's tota
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average portfolio.

The investing authority shall invest under division
(A) +1-(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, there is no prior history of
default, and the debt interest matures not |ater than five years
after purchase. For purposes of division (A 3H-(10) of this
section, a debt interest is rated in the three highest categories
by two nationally recogni zed standard rating services if either
the debt interest itself or the issuer of the debt interest is
rated, or is inplicitly rated, at the tinme of purchase in the
three hi ghest categories by two nationally recognized standard

rating services.

£23(11) A current unpaid or delinquent tax line of credit
aut hori zed under division (G of section 135.341 of the Revised
Code, provided that all of the conditions for entering into such a
line of credit under that division are satisfied, or bonds and
ot her obligations of a county land reutilization corporation
organi zed under Chapter 1724. of the Revised Code, if the county
land reutilization corporation is |ocated wholly or partly within

the same county as the investing authority.

(B) Nothing in the classifications of eligible obligations
and securities set forth in divisions (A (1) to x1-(10) of this
section shall be construed to authorize investnment in a
derivative, and no investing authority shall invest any county
inacti ve noneys or any noneys in a county public library fund in a
derivative. For purposes of this division, "derivative" nmeans a
financial instrument or contract or obligation whose val ue or
return is based upon or linked to another asset or index, or both,
separate fromthe financial instrunment, contract, or obligation
itself. Any security, obligation, trust account, or other

instrument that is created froman issue of the United States
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treasury or is created froman obligation of a federal agency or
instrunentality or is created fromboth is considered a derivative
instrunent. An eligible investnent described in this section with
a variable interest rate paynent, based upon a single interest
paynment or single index conprised of other eligible investnents
provided for in division (A)(1) or (2) of this section, is not a
derivative, provided that such variable rate investnent has a

maxi nrum maturity of two years. A treasury inflation-protected
security shall not be considered a derivative, provided the

security matures not later than five years after purchase.

(C) Except as provided in division (D) of this section, any
i nvest nent made pursuant to this section must mature within five
years fromthe date of settlement, unless the investnment is
mat ched to a specific obligation or debt of the county or to a
specific obligation or debt of a political subdivision of this
state, and the investnent is specifically approved by the

i nvestnent advi sory conmitt ee.

(D) The investing authority may also enter into a witten
repurchase agreenment with any eligible institution nmentioned in
section 135.32 of the Revised Code or any eligible securities
deal er pursuant to division (J) of this section, under the termns
of which agreenent the investing authority purchases and the
eligible institution or deal er agrees unconditionally to
repurchase any of the securities listed in divisions (B)(1) to
(5), except letters of credit described in division (B)(2), of
section 135.18 of the Revised Code. The market value of securities
subject to an overnight witten repurchase agreenent nust exceed
the principal value of the overnight witten repurchase agreenent
by at least two per cent. A witten repurchase agreenent mnust
exceed the principal value of the overnight witten repurchase
agreenent, by at |least two per cent. A witten repurchase

agreenent shall not exceed thirty days, and the narket val ue of
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securities subject to a witten repurchase agreenent nmust exceed
the principal value of the witten repurchase agreenent by at

| east two per cent and be marked to nmarket daily. Al securities
purchased pursuant to this division shall be delivered into the
custody of the investing authority or the qualified custodi an of
the investing authority or an agent designated by the investing
authority. A witten repurchase agreenment with an eligible
securities dealer shall be transacted on a delivery versus paynent
basis. The agreenent shall contain the requirenment that for each
transaction pursuant to the agreenment the participating

institution shall provide all of the follow ng information
(1) The par value of the securities;
(2) The type, rate, and maturity date of the securities;

(3) A nunerical identifier generally accepted in the

securities industry that designates the securities.

No i nvesting authority shall enter into a witten repurchase
agreenment under the terns of which the investing authority agrees
to sell securities owned by the county to a purchaser and agrees
wi th that purchaser to unconditionally repurchase those

securities.

(E) No investing authority shall nake an investnent under
this section, unless the investing authority, at the tine of
maki ng the investnent, reasonably expects that the investnent can
be held until its maturity. The investing authority's witten
i nvestment policy shall specify the conditions under which an

i nvestnent may be redeened or sold prior to maturity.

(F) No investing authority shall pay a county's inactive
noneys or noneys of a county public library fund into a fund
est abl i shed by anot her subdivision, treasurer, governing board, or
investing authority, if that fund was established by the

subdi vi si on, treasurer, governing board, or investing authority
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for the purpose of investing or depositing the public noneys of
ot her subdivisions. This division does not apply to the paynent of

public noneys into either of the foll ow ng:

(1) The GChio subdivision's fund pursuant to division (A)(6)

of this section;

(2) Afund created solely for the purpose of acquiring,
constructing, owning, |easing, or operating nunicipal utilities
pursuant to the authority provided under section 715.02 of the
Revi sed Code or Section 4 of Article XVIII, OChio Constitution.

For purposes of division (F) of this section, "subdivision"

i ncl udes a county.

(G The use of leverage, in which the county uses its current
i nvestnent assets as collateral for the purpose of purchasing
ot her assets, is prohibited. The issuance of taxable notes for the
purpose of arbitrage is prohibited. Contracting to sell securities
not owned by the county, for the purpose of purchasing such
securities on the specul ation that bond prices will decline, is

pr ohi bi t ed.

(H Any securities, certificates of deposit, deposit
accounts, or any other docunents evidencing deposits or
i nvest nents made under authority of this section shall be issued
in the name of the county with the county treasurer or investing
authority as the designated payee. If any such deposits or
i nvestnents are registrable either as to principal or interest, or

both, they shall be registered in the nane of the treasurer

(1) The investing authority shall be responsible for the
saf ekeepi ng of all docunents evidencing a deposit or investnent
acqui red under this section, including, but not limted to,
saf ekeepi ng recei pts evidencing securities deposited with a
qualified trustee, as provided in section 135.37 of the Revised

Code, and docunents confirm ng the purchase of securities under
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any repurchase agreenent under this section shall be deposited
with a qualified trustee, provided, however, that the qualified
trustee shall be required to report to the investing authority,

audi tor of state, or an authorized outside auditor at any tine

upon request as to the identity, market value, and | ocation of the

docunent evi denci ng each security, and that if the participating

institution is a designated depository of the county for the

current period of designation, the securities that are the subject

of the repurchase agreenent may be delivered to the treasurer or
held in trust by the participating institution on behalf of the

i nvesting authority.

Upon the expiration of the termof office of an investing
authority or in the event of a vacancy in the office for any
reason, the officer or the officer's |l egal representative shal
transfer and deliver to the officer's successor all docunents
mentioned in this division for which the officer has been
responsi bl e for safekeeping. For all such docunents transferred
and delivered, the officer shall be credited with, and the
of ficer's successor shall be charged with, the anpunt of noneys

evi denced by such docunents.

(J)(1) Al investnents, except for investnents in securities
described in divisions (A (5), (6), and +2+(11) of this section,

shall be made only through a nenber of the nationralassociation-of

securitiesdealers financial industry requlatory authority
(FINRA), through a bank, savings bank, or savings and | oan

associ ation regul ated by the superintendent of financi al

institutions, or through an institution regulated by the
comptroller of the currency, federal deposit insurance

corporation, or board of governors of the federal reserve system

(2) Paynment for investnents shall be made only upon the
delivery of securities representing such investnments to the

treasurer, investing authority, or qualified trustee. If the
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securities transferred are not represented by a certificate,
paynent shall be nade only upon receipt of confirmation of
transfer fromthe custodian by the treasurer, governing board, or

qualified trustee.

(K) (1) Except as otherw se provided in division (K)(2) of
this section, no investing authority shall make an investnment or
deposit under this section, unless there is on file with the
auditor of state a witten investnent policy approved by the
i nvesting authority. The policy shall require that all entities
conducting investnment business with the investing authority shal
sign the investment policy of that investing authority. Al
br okers, dealers, and financial institutions, described in
division (J)(1) of this section, initiating transactions with the
investing authority by giving advice or neking investnent
reconmendati ons shall sign the investing authority's investnent
policy thereby acknow edgi ng their agreenent to abide by the
policy's contents. All brokers, dealers, and financi al
institutions, described in division (J)(1) of this section,
executing transactions initiated by the investing authority,
having read the policy's contents, shall sign the investnent

policy thereby acknow edgi ng their conprehension and receipt.

(2) If awitten investnent policy described in division
(K)(1) of this section is not filed on behalf of the county with
the auditor of state, the investing authority of that county shal
i nvest the county's inactive noneys and noneys of the county
public library fund only in time certificates of deposits or
savings or deposit accounts pursuant to division (A)(3) of this
section, no-load noney market nutual funds pursuant to division
(A)(5) of this section, or the Chio subdivision's fund pursuant to

division (A)(6) of this section.

(L)(1) The investing authority shall establish and maintain

an inventory of all obligations and securities acquired by the
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i nvesting authority pursuant to this section. The inventory shal
i nclude a description of each obligation or security, including
type, cost, par value, maturity date, settlenent date, and any

coupon rate.

(2) The investing authority shall also keep a conplete record
of all purchases and sales of the obligations and securities nmade

pursuant to this section

(3) The investing authority shall naintain a nonthly
portfolio report and issue a copy of the nonthly portfolio report
descri bing such investnments to the county investnent advisory
conmttee, detailing the current inventory of all obligations and
securities, all transactions during the nonth that affected the
inventory, any incone received fromthe obligations and
securities, and any investmnent expenses paid, and stating the
nanes of any persons effecting transactions on behalf of the

i nvesting authority.

(4) The nonthly portfolio report shall be a public record and

avai l abl e for inspection under section 149.43 of the Revi sed Code.

(5) The inventory and the nonthly portfolio report shall be
filed with the board of county conm ssioners. The nonthly

portfolio report also shall be filed with the treasurer of state.

(M An investing authority may enter into a witten

i nvestnment or deposit agreenent that includes a provision under
which the parties agree to submt to nonbinding arbitration to
settle any controversy that may arise out of the agreenent,

i ncludi ng any controversy pertaining to | osses of public noneys
resulting frominvestnment or deposit. The arbitration provision
shall be set forth entirely in the agreenent, and the agreenent
shal |l include a conspicuous notice to the parties that any party
to the arbitration may apply to the court of conmon pleas of the

county in which the arbitration was held for an order to vacate,
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nodi fy, or correct the award. Any such party may al so apply to the
court for an order to change venue to a court of common pl eas
| ocated nore than one hundred nmiles fromthe county in which the

investing authority is |ocated.

For purposes of this division, "investnent or deposit
agreenent" means any agreenent between an investing authority and
a person, under which agreenent the person agrees to invest,
deposit, or otherw se manage, on behal f of the investing
authority, a county's inactive nbneys or noneys in a county public
library fund, or agrees to provide investnent advice to the

i nvesting authority.

(N(1) An investnment held in the county portfolio on
Sept enber 27, 1996, that was a |egal investnent under the |aw as

it existed before Septenber 27, 1996, nay be held until maturity+

. : I : hei
way—pe—hebd—untH—Hve—years—om-Septenber—2/4—1996——regardless
o hei L Lis I L

drder—the—terne—of—this—section—as—anended.

(2) An investnment held in the county portfolio on the
effectivedateof this—arendrent Septenber 10, 2012, that was a
| egal investnment under the law as it existed before the—effective
date—of—this—arenrdrent Septenber 10, 2012, may be held unti

maturity.

Sec. 135.48. The state board of deposit may adopt rul es under

section 111.15 of the Revised Code that are necessary to inplenent

this chapter.

Sec. 3770.06. (A) There is hereby created the state lottery
gross revenue fund, which shall be in the custody of the treasurer
of state but shall not be part of the state treasury. Al gross

revenues received fromsales of lottery tickets, fines, fees, and
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rel ated proceeds in connection with the statewide lottery and al
gross proceeds fromstatewide joint lottery ganes shall be
deposited into the fund. The treasurer of state shall invest any
portion of the fund not needed for imediate use in the sane
manner as, and subject to all provisions of law with respect to
the investnment of, state funds. The treasurer of state shal

di sburse noney fromthe fund on order of the director of the state

lottery conmi ssion or the director's designee.

Except for gross proceeds fromstatewi de joint lottery ganes,
all revenues of the state lottery gross revenue fund that are not
paid to holders of winning lottery tickets, that are not required
to nmeet short-termprize liabilities, that are not credited to
lottery sales agents in the formof bonuses, comm ssions, or
rei mbursements, that are not paid to financial institutions to
rei mburse those institutions for sal es agent nonsufficient funds,
and that are collected fromsales agents for renmittance to
i nsurers under contract to provide sal es agent bondi ng services
shall be transferred to the state lottery fund, which is hereby
created in the state treasury. In addition, all revenues of the
state lottery gross revenue fund that represent the gross proceeds
fromthe statewide joint lottery ganes and that are not paid to
hol ders of winning lottery tickets, that are not required to neet
short-termprize liabilities, that are not credited to lottery
sal es agents in the formof bonuses, conmi ssions, or
rei mbursenents, and that are not necessary to cover operating
expenses associated with those ganes or to otherwi se conply with
t he agreenents signed by the governor that the director enters
into under division (J) of section 3770.02 of the Revised Code or
the rules the comm ssion adopts under division (B)(5) of section
3770. 03 of the Revised Code shall be transferred to the state
lottery fund. Al investnment earnings of the fund shall be
credited to the fund. Moneys shall be disbursed fromthe fund

pursuant to vouchers approved by the director. Total disbursenents
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for nmonetary prize awards to holders of winning lottery tickets in
connection with the statewide lottery and purchases of goods and
services awarded as prizes to holders of winning lottery tickets
shall be of an anpbunt equal to at least fifty per cent of the

total revenue accruing fromthe sale of lottery tickets.

(B) Pursuant to Section 6 of Article XV, Onhio Constitution,
there is hereby established in the state treasury the lottery
profits education fund. Wenever, in the judgnent of the director
of the state lottery comm ssion, the amobunt to the credit of the
state lottery fund that does not represent proceeds from statew de
joint lottery ganmes is in excess of that needed to neet the
maturing obligations of the conmm ssion and as working capital for
its further operations, the director of the state lottery
comm ssion shall recommend the anmount of the excess to be
transferred to the lottery profits education fund, and the
di rector of budget and managenent nmay transfer the excess to the
lottery profits education fund in connection with the statew de
lottery. In addition, whenever, in the judgnment of the director of
the state lottery comm ssion, the amount to the credit of the
state lottery fund that represents proceeds from statew de joint
lottery ganes equals the entire net proceeds of those ganes as
described in division (B)(5) of section 3770.03 of the Revised
Code and the rul es adopted under that division, the director of
the state lottery comm ssion shall reconmend the anmount of the
proceeds to be transferred to the lottery profits education fund,
and the director of budget and nanagenent nay transfer those
proceeds to the lottery profits education fund. |nvestnent
earnings of the lottery profits education fund shall be credited

to the fund

The lottery profits education fund shall be used solely for
the support of elenmentary, secondary, vocational, and speci al

educati on prograns as deternined in appropriations nmade by the
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general assenbly, or as provided in applicable bond proceedi ngs
for the paynent of debt service on obligations issued to pay costs
of capital facilities, including those for a system of conmon
school s throughout the state pursuant to section 2n of Article
VIIl, Chio Constitution. When deternmining the availability of
noney in the lottery profits education fund, the director of
budget and managenent may consider all bal ances and esti mated

revenues of the fund.

(© There is hereby established in the state treasury the
deferred prizes trust fund. Wth the approval of the director of
budget and managenent, an amount sufficient to fund annuity prizes
shall be transferred fromthe state lottery fund and credited to
the trust fund. The treasurer of state shall credit all earnings
arising frominvestnents purchased under this division to the
trust fund. Wthin sixty days after the end of each fiscal year
the treasurer of state shall certify to the director of budget and
managenent whet her the actuarial anount of the trust fund is
sufficient over the fund's life for continued funding of al
remai ning deferred prize liabilities as of the | ast day of the
fiscal year just ended. Also, within that sixty days, the director
of budget and managenent shall certify the anobunt of i nvestnent
ear ni ngs necessary to have been credited to the trust fund during
the fiscal year just ending to provide for such continued funding
of deferred prizes. Any earnings credited in excess of the latter
certified amount shall be transferred to the lottery profits

education fund.

To provide all or a part of the ampbunts necessary to fund
deferred prizes awarded by the comm ssion in connection with the
statewide lottery, the treasurer of state, in consultation with
the comni ssion, may invest noneys contained in the deferred prizes
trust fund which represents proceeds fromthe statewide lottery in

obligations of the type permitted for the investnent of state
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funds but whose maturities are thirty years or |ess.

Not wi t hst andi ng the requirenents of any other section of the

Revi sed Code, to provide all or part of the ampunts necessary to
fund deferred prizes awarded by the conmmission in connection with
statewide joint lottery ganes, the treasurer of state, in
consultation with the conm ssion, may invest noneys in the trust
fund which represent proceeds derived fromthe statew de joint
lottery ganes in accordance with the rules the conm ssion adopts
under division (B)(5) of section 3770.03 of the Revised Code.

I nvestments of the trust fund are not subject to the provisions of
di vision (A)(10) of section 135.143 of the Revised Code limting
to twenty-five per cent the amount of the state's total average
portfolio that may be invested in debt interests other than
commercial paper and limting to enre-half of one five per cent the

amount that nmay be invested in debt interests, including

comerci al _paper, of a single issuer.

Al'l purchases made under this division shall be effected on a
delivery versus paynent nmethod and shall be in the custody of the

treasurer of state.

The treasurer of state may retain an investnent advisor, if
necessary. The commi ssion shall pay any costs incurred by the

treasurer of state in retaining an investnent advisor.

(D) The auditor of state shall conduct annual audits of al
funds and any other audits as the auditor of state or the general
assenbly considers necessary. The auditor of state may exam ne al
records, files, and other docunments of the conm ssion, and records
of lottery sales agents that pertain to their activities as

agents, for purposes of conducting authorized audits.

(E) The state lottery comm ssion shall establish an internal
audit plan before the beginning of each fiscal year, subject to
the approval of the office of internal audit in the office of

budget and managenent. At the end of each fiscal year, the
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conmm ssion shall prepare and subnit an annual report to the office
of internal audit for the office's review and approval, specifying
the internal audit work conpleted by the end of that fiscal year

and reporting on conpliance with the annual internal audit plan.

(F) Wienever, in the judgnent of the director of budget and
managenent, an anmount of net state lottery proceeds is necessary
to be applied to the paynent of debt service on obligations, al
as defined in sections 151.01 and 151. 03 of the Revised Code, the
director shall transfer that anmount directly fromthe state
lottery fund or fromthe lottery profits education fund to the
bond service fund defined in those sections. The provisions of
this division are subject to any prior pledges or obligation of
those anmpbunts to the paynent of bond service charges as defined in
division (C of section 3318.21 of the Revised Code, as referred

to in division (B) of this section.

Section 2. That existing sections 135.14, 135.142, 135. 143,
135. 35, and 3770.06 of the Revised Code are hereby repeal ed.

Section 3. Section 135.14 of the Revised Code is presented in
this act as a conposite of the section as anended by both Sub
H B. 473 and Am Sub. H B. 640 of the 123rd General Assenbly. The
Ceneral Assenbly, applying the principle stated in division (B) of
section 1.52 of the Revised Code that anendnents are to be
har nmoni zed i f reasonably capabl e of sinultaneous operation, finds
that the conposite is the resulting version of the section in
effect prior to the effective date of the section as presented in

this act.
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