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ALL CLERK OF COURTS OF COMMON PLEAS
ALL CITY MAYORS/MANAGERS
ALL CITY AUDITORS/FINANCE DIRECTORS/TREASURERS
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SUBJECT: INVESTMENTS - CONTINUING EDUCATION AMENDED SUB. SENATE BILL
NO. 81

The purpose of this Auditor of State Bulletin is to assist local governments in meeting the
requirements of Senate Bill No. 81 (“The Act”).  Senate Bill No. 81 modifies the investment authority
of all local governments (effective September 27, 1996) , establishes the requirement for local
governments to file investment policies with the Auditor of State (effective September 27, 1996) , and
establishes investment  record keeping and reporting requirements for counties (effective September
27, 1996).  It also prescribes mandatory training for certain local government officials (effective
January 1, 1997). The bulletin consists of  a synopsis of Senate Bill No. 81 and guidance on filing,
reporting and training requirements to assist local governments in meeting their responsibility  to
comply with the bill. 

The following synopsis is the interpretation of the Auditor of State and it is summary in nature.
All public officials should consult with their legal counsel and read the full text of the bill before
taking any action.

Senate Bill No. 81 Synopsis

I. Application of the Act to Current Investment Portfolios (Ohio Rev. Code §135.14(P) and
135.35(N)(effective September 27, 1996)

Any investment made by a treasurer or governing board of a subdivision other than a
county, or a county investing authority, that was a legal investment prior to September 27,
1996 may be held until maturity; if the investment does not have a maturity date, it may be
held until five years from the effective date of the Act. This provision applies whether or not
the investment qualifies as a legal investment under the Act.



II. Restrictions on the investment of a subdivision’s (other than counties) interim moneys
(Ohio Rev. Code §135.14(A) to (G), 135.45, and 135.01(O); Am. Sub. S.B. 81, section 4)
(effective September 27, 1996)

A. Maturity

The Act changes the maturity limits for investments of interim funds to five years from
the date of settlement, from the previous requirement of two years from the date of
purchase. The Act exempts investments that are matched to a specific obligation of
the subdivision from the five year maturity limit. Certain variable interest rate
investments have a maximum maturity of two years (See II E (1).).

B. United States and federal agency and instrumentality obligations

The list of permissible investments is set forth in Ohio Rev. Code §135.14.
The Act redefines United States obligations as “United States Treasury bills, notes,
bonds, or any other obligation guaranteed as to principal and interest by the United
States.”

The Act defines federal agency and instrumentality securities and obligations as
including but not limited to, the Federal National Mortgage Association, Federal Home
Loan Bank, Federal Farm Credit Bank, Federal Home Loan Mortgage Corporation,
Government National Mortgage Association, and Student Loan Marketing Association.

All federal agency or instrumentality securities must be direct issuances of the federal
agency or instrumentality.

C. Ohio Subdivision’s Fund (STAR Ohio)

The Act expressly adds the Ohio Subdivision’s Fund to the list of permissible
investments under Ohio Rev. Code §135.14. 

Effective July 1, 1997, the treasurer or governing board of a subdivision may not
invest in the Ohio Subdivision’s Fund if the Fund does not maintain the highest letter
rating provided by at least one nationally recognized standard rating service.

Upon receipt of notice that the Fund does not maintain the required ratings by at least
one nationally recognized standard service, the Treasurer of State has 90 days to
obtain the highest rating. If the Treasurer of State fails to obtain the highest rating, the
Treasurer of State has an additional 180 days to develop a plan to dissolve the Fund.
The plan must include reasonable standards for the equitable return of public moneys
in the Fund to subdivisions participating in the Fund. Treasurers, governing boards, or
investing authorities participating in the Fund are not required to divest in the Fund
during the initial 180 days following the Treasurer of State’s receipt of notice of the
Fund’s failure to maintain the required rating.



D. Repurchase Agreements (Repos)

The Act modifies the requirements for entering into a written repurchase agreement to
allow written repurchase agreements to be entered into with any eligible public
depository mentioned in Ohio Rev. Code §135.03, or with any eligible dealer who is a
member of the National Association of Securities Dealers (NASD).

The Act eliminates the requirement that the securities underlying the agreement mature
or be redeemable  within five years.

The market value of securities subject to an overnight repurchase agreement must
exceed the principal value by at least 2%. A term repurchase agreement may not
exceed 30 days and the market value of the securities subject to a term repurchase
agreement must exceed the value of the principal by at least 2% and be marked to
market daily.

Any repurchase agreement with an eligible securities dealer must be transacted on a
delivery versus payment basis.  All securities purchased pursuant to a repurchase
agreement must be delivered into the custody of the treasurer or governing board or
an agent designated by the treasurer or governing board.

The repurchase agreement must contain the requirement that, for each transaction, the
participating institution or dealer shall provide the following information:

(1) the par value of the securities;

(2) the type, rate, and maturity date of the securities; and

(3) a numerical identifier generally accepted in the securities industry that designates
the securities.

E. Prohibited Investments

(1) Derivatives - The Act defines a derivative as a financial instrument or contract or
obligation whose value or return is based upon or linked to another asset or
index, or both, separate from the financial instrument, contract or obligation itself.
Any security, obligation, trust account, or other instrument that is created from an
issue of the United States Treasury or is created from an obligation of a federal
agency or instrumentality or is created from both is considered a derivative.

However, an eligible investment that has a variable interest rate payment based
upon a single interest payment or single index comprised of other eligible United
States or federal agency or instrumentality obligations, is not a derivative, as
long as the variable rate investment has a maximum maturity of two years.

The Act amends the definition of “no-load money market mutual fund”  in
section 135.01 of the Revised Code to prohibit the fund from including any
investment in a derivative. This amended definition applies to sections 135.01 to
135.21 of the Revised Code.



(2) Reverse Repurchase Agreements (Reverse Repos) - A written repurchase
agreement under the terms 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.

(3) Any investment that the treasurer or governing board, at the time of making the
investment, does not reasonably expect can be held until its maturity.

(4) Any fund established by another subdivision, treasurer of a subdivision,
governing board, or county treasurer, if that fund was established for the purpose
of investing or depositing the public moneys of other subdivisions (including
counties), with two exceptions:

(a) STAR Ohio - The Ohio Subdivision’s Fund created under Ohio Rev. Code
§135.45, or

(b) a fund created solely for the purpose of acquiring, constructing, owning,
leasing, or operating municipal utilities as authorized under Ohio Revised
Code §715.02 or Section 4 of Article XVIII of the Ohio Constitution.

The Act provides that any fund established by a county for the purpose of investing the
public moneys of other subdivisions in operation on the effective date of the Act
(September 27, 1996), must begin the process of liquidation within 30 days after the
effective date and must complete the liquidation process within 18 months of the
effective date. If an asset  held in the fund would realize a loss, the asset may be held
until its maturity or the existence of market conditions allowing for its sale without a
loss, whichever occurs first.

(5) Any investment in stripped principal or interest obligations of otherwise eligible
obligations is prohibited.

(6) The use of leverage, in which the treasurer or governing board uses its current
investment assets as collateral for the purpose of purchasing other assets, is
prohibited.

(7) The issuance of taxable notes for the purpose of arbitrage is prohibited.

(8) 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, is prohibited.



III. Restrictions on the investment of a county’s inactive moneys and moneys within a
county Library and Local Government Support Fund  (Ohio Rev. Code §135.35(A) to (F)
and 135.45; Am. Sub. S.B. 81, section 4) (effective September 27, 1996)

A. Maturity

The Act imposes a maturity limit of five years from the date of settlement on
investments of county inactive moneys and all eligible money in a county Library and
Local Government Support Fund, the with the following exception: the investment is
matched to a specific obligation or debt of the county and the investment is
specifically approved by the investment advisory committee.

B. United States and federal agency and instrumentality obligations

The Act makes the same changes for counties as for subdivisions as described in
“ United States and federal agency and instrumentality obligations ”.  (See II B
above.)

C. Ohio Subdivision’s Fund (STAR Ohio)

The Act expressly adds the Ohio Subdivision’s Fund to the list of permissible county
investments with the same restrictions as those on subdivisions, effective July 1, 1997,
as described above.  (See II C above.)

D. Repurchase Agreements (Repos)

The Act makes the same modifications in the requirements for investing in repurchase
agreements as are required for subdivisions. (See II D above.)

E. Bonds and Other Obligations of Ohio or its Subdivisions

The Act allows the county treasurer to invest in bonds and other obligations of Ohio or
of political subdivisions of Ohio, only if the political subdivision is located wholly or
partly within the same county as the county treasurer.

F. Newly Permissible Investments

(1) Securities Lending Agreements - with an institution eligible to become a public
depository under Ohio Rev. Code §135.32 that is a member of the Federal
Reserve System or Federal Home Loan Bank. The terms of the securities
lending agreement must provide that the investing authority lends securities and
the eligible institution agrees to simultaneously exchange either United States
securities or federal agency or instrumentality securities or cash, or both
securities and cash, equal value for equal value.



(2) Commercial Paper - issued by any corporation incorporated under the laws of
the United States or a state, if both of the following conditions are met:

(a) two nationally recognized rating agencies rank the commercial paper in
either of their two highest categories;  and

(b) the total amount invested in commercial paper at any time does not exceed
5% of the county’s total average portfolio, as determined and calculated by
the county investing authority.

(3) Banker’s Acceptances - if the following conditions are met:

(a) the acceptances mature in 270 days or fewer from the date of
settlement;

(b) the acceptances are eligible for purchase by the Federal Reserve System;
and

(c) the total amount invested in banker’s acceptances at any time does not
exceed 10% of the total average portfolio, as determined and calculated by
the county investing authority.

G. Prohibited Investments

(1) Derivatives - (See II E (1).)

(2) Reverse Repurchase Agreements - (Reverse Repos) - (See II E (2).)

(3) Any investment that the investing authority, at the time of making the investment,
does not reasonably expect can be held until its maturity. The investing
authority’s written investment policy shall specify the conditions under which an
investment may be redeemed or sold prior to maturity.

(4) Any fund established by another subdivision, treasurer of a subdivision,
governing board, or county treasurer, if that fund was established for the purpose
of investing or depositing the public moneys of other subdivisions (including
counties), with two exceptions:

(a) STAR Ohio - The Ohio Subdivision’s Fund created under Ohio Rev.
Code §135.45, or

(b) a fund created solely for the purpose of acquiring, constructing, owning,
leasing, or operating municipal utilities as authorized under the Ohio
Revised Code §715.02 or Section 4 of Article XVIII of the Ohio
Constitution.

(5) Any investment in stripped principal or interest obligations of otherwise eligible
obligations is prohibited.

(6) The use of leverage, in which the treasurer or governing board uses its current
investment assets as collateral for the purpose of purchasing other assets is
prohibited.



(7) The issuance of taxable notes for the purpose of arbitrage is prohibited.

(8) 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, is prohibited.

IV. County Reporting Requirements  (Ohio Rev. Code §135.35(L)) (effective September 27,
1996) (See Appendix 1)

The investing authority is required to establish and maintain the following:

(1) a monthly inventory of all obligations and securities acquired by the investing authority.
The inventory shall include a description of each obligation or security, including type,
cost, par value, maturity date, settlement date, and any coupon rate.

(2) a complete record of all purchases and sales of the obligations and securities.

(3) a monthly portfolio report.

The investing authority is required to issue a quarterly investment report to the county
investment advisory committee describing the investments. The report must include details
of the current inventory of all obligations and securities, all transactions during the month that
affected the inventory, any investment expenses paid, and the names of any person
effecting transactions on behalf of the investing authority.  Information should be
summarized by major investment type.

The monthly portfolio report and the quarterly investment report shall be public records and
available for inspection.

The monthly inventory report, the monthly portfolio report, and the quarterly investment 
report shall be on standard forms approved by the Auditor of State and shall be filed with 
the board of county commissioners.

V. Written Investment Policies of Subdivisions and Counties Required to be Filed with the
Auditor of State   (Ohio Rev. Code §135.14(N) and 135.35(E) and (K)) (effective September
27, 1996) (See Appendix 2)

The Act requires that the treasurer or governing board of a subdivision, or the county
investing authority have a written investment policy on file with the Auditor of State that is
approved by the treasurer or governing board, as defined in Ohio Rev. Code §135.01, or
county investing authority.

The policy shall require that all entities conducting business with the treasurer, governing
board, or county investing authority must sign the investment policy of that subdivision or
county. All brokers, dealers, and financial institutions initiating transactions with the
subdivision treasurer, governing board, or county investing authority by giving advice or
making investment recommendations must sign the investment policy thereby acknowledging
their agreement to abide by the policy’s contents. All brokers, dealers, and financial
institutions executing transactions initiated by the subdivision treasurer, governing board, or
county investing authority, having read the policy’s contents, must sign the investment policy
thereby acknowledging their comprehension and receipt of the policy.



If a subdivision does not file a written investment policy with the Auditor of State, the
treasurer or governing board of that subdivision shall invest the subdivision’s interim moneys
only in (1) interim deposits, as defined in Ohio Rev. Code §135.01, in an eligible institution
applying under the Uniform Depository Act, or (2) the Ohio Subdivision’s Fund (STAR
OHIO).

The investment policy requirement and the resulting restrictions for failure to file an
investment policy, do not apply to a subdivision whose average annual portfolio is $100,000
or less, provided that the treasurer or governing board certifies this fact on a form
prescribed by the Auditor of State that it will comply and that is in compliance with the
provisions of sections 135.01 to 135.21 of the Revised Code.

If the county investing authority does not file a written investment policy with the Auditor of
State, the investing authority shall invest the county’s inactive moneys and the county Library
and Local Government Support Fund moneys in (1) time certificates of deposit or savings
deposit accounts with an eligible institution under the Uniform Depository Act, or (2) the Ohio
Subdivision’s Fund (STAR OHIO).

A county investment policy must specify the conditions under which an investment may be
redeemed or sold prior to maturity.

VI. Composition of County Investment Advisory Committees  (Ohio Rev. Code §135.341(A),
(B) and (C)) (effective September 27, 1996)

The Act alters the composition of the county investment advisory committee. The 
committee shall consist of the county treasurer and two county commissioners designated 

by the board of county commissioners. 

The Act allows the board of county commissioners to declare that all three county
commissioners shall serve on the county investment advisory committee. If the board so
declares, the county investment advisory committee shall consist of five members: the three
county commissioners, the county treasurer, and the clerk of the court of common pleas of
the county.

The Act also provides that the committee shall meet at least once every three months and
that any member of the committee may call a meeting, upon giving five days’ notice.

VII. Retention of Investment Advisors by County Investment Advisory Committees  (Ohio
Rev. Code §135.341(D) and (E)) effective September 27, 1996)

A county investment advisory committee is authorized to retain the services of an
investment advisor provided that the advisor is:

(1) registered with the Securities and Exchange Commission and possesses public funds
management experience, specifically in the area of state and local government
investment portfolios, or

(2) is an eligible institution mentioned in section 135.03 of the Revised Code.

However, the Act specifies that it does not affect the authority of any county auditor, county
treasurer, probate judge, sheriff, clerk of a court of common pleas, county engineer, or
county recorder from contracting for the services of fiscal and management consultants in
accordance with the County Compensation Law (Ohio Rev. Code §325.17).



VIII.  Restrictions on the Public Investment Activities of Boards of County Commissioners
 (Ohio Rev. Code §307.15) (effective September 27, 1996)

A board of county commissioners is prohibited from entering into any agreement with the
legislative authority of any municipal corporation, township, port authority, or other district, or
from forming a joint agency with the board of county commissioners of one or more
counties, to exercise, with regard to public moneys, any investment powers, perform any
investment function, or render any investment service on behalf of the contracting
subdivision or its legislative authority, or, with respect to a joint agency, another board of
county commissioners.

IX. Limitations on Arbitration Clauses in Investment or Deposit Agreements  (Ohio Rev.
Code §135.14(O) and 135.35(M)) (effective September 27, 1996)

The treasurer of a subdivision, a governing board, or county investing authority is permitted
to enter into a written investment or deposit agreement that contains a provision that the
parties submit any controversy under the agreement to nonbinding arbitration, including any
controversy pertaining to losses of public moneys resulting from an investment or deposit. 

The arbitration provision must be set forth entirely in the agreement, and the agreement 
must include a conspicuous notice to the parties that any party to the arbitration may 
apply to the court of common pleas of the county in which the arbitration was held for an 
order to vacate, modify, or correct the award. Any such party may also apply to the court 
for an order to change venue to a court of common pleas located more than 100 miles from 
the county in which the subdivision treasurer, governing board, or county investing 
authority is located.

An investment or deposit agreement is defined as any agreement between a treasurer of  a
political subdivision, governing board, or county investing authority and a person, under
which the person agrees to perform either of the following activities:

(1) investing, depositing, or otherwise managing a subdivision’s interim moneys, a
county’s inactive moneys, or moneys in the county Library and Local Government
Support Fund on behalf of the treasurer of the political subdivision, governing board, or
county treasurer; or

(2) providing investment advice to a treasurer of a political subdivision, governing board,
or county treasurer.

X. Collateral Pledging Requirements of Public Depositories  (Ohio Rev. Code §135.18 and
135.181) (effective September 27, 1996)

The Act expands the eligible securities for pooled and specifically pledged collateral to
include the following:

A. Pooled Collateral

(1) obligations of or fully insured or guaranteed by an “instrumentality” of the federal
government;

(2) obligations of the Federal Farm Credit Bank and the Student Loan Marketing
Association.



B. Specifically Pledged Collateral

(1) Bonds, notes, debentures, or other obligations of a federal instrumentality, or
obligations fully insured or fully guaranteed by the United States or any federal
government agency or instrumentality;

(2) obligations partially insured or partially guaranteed by any federal government
agency or instrumentality;

(3) obligations of or fully guaranteed by the Federal National Mortgage Association
and Federal Home Loan Mortgage Corporation;

(4) obligations of or fully guaranteed by the Federal Farm Credit Bank and the
Student Loan Marketing Association;

(5) letters of credit issued by federal government agencies or instrumentalities. The
Act makes a corresponding change which provides that if the public depository
fails to pay over any part of the public deposit, the treasurer shall draw on any
letter of credit to the extent of the failure to pay.

XI. Territorial Limits of Subdivision and County Depositories  (Ohio Rev. Code §135.04 and
135.35) (effective September 27, 1996) 

The Act eliminates the requirement that a public depository have a office located within the
territorial limits of the subdivision or county to be eligible to receive public moneys of the
subdivision or county.

The Act also eliminates, for the purposes of determining the amount of active deposits to be
awarded a depository,  the required consideration of the number of offices maintained within
the subdivision by the public depository.

XII. Educational Requirements   (Ohio Rev. Code §117.44, 135.22, 321.46, and 733.27; Am.
Sub. S.B. 81 Section 3) (effective January 1, 1997) (See Appendix 3)

A. Subdivisions (Other Than Counties)

(1) Auditor of State Training Program - Village clerks and clerk-treasurers are
required to attend an  annual continuing education training program developed
and provided by the Auditor of State. The Auditor of State will determine the
manner, content, and length of the program after consultation with appropriate
statewide organizations of local governmental officials.

The Auditor of State shall charge the political subdivisions that the trainees
represent a registration fee that will meet the actual and necessary expenses of
the training. The necessary personal expenses the trainees incur as a result of
attending the training will be borne by the political subdivisions they represent.   

The Auditor of State may allow any interested person to attend any of the
education programs if, prior to attending the program, the interested person pays
the full registration fee the Auditor of State has set for the program.



(2) Treasurer of State Training Program - Subdivision treasurers are also required to
attend annual continuing education programs provided by the Treasurer of State
in order to enhance the treasurers’ background and working knowledge of
investments, cash management, and ethics. The Treasurer of State is to
determine the manner, content, and length of the programs after consultation with
appropriate statewide organizations of local government officials.

Upon successful completion of the continuing education program, the Treasurer
of State is required to issue the subdivision treasurer a certificate indicating the
treasurer’s successful completion of the program. The Treasurer of State must
forward any such certificates to the Auditor of State, who must maintain such
certificates as part of the Auditor’s records and, as part of the Auditor of State’s
required audit, report whether the subdivision treasurer is in compliance.

If a treasurer chooses not to attend the Treasurer of State’s continuing education
program, the subdivision treasurer must annually file a notice of exemption,
certified by the Treasurer of State, with the Auditor of State. The notice must
provide that the treasurer is exempt from the continuing education requirements
because the treasurer only invests in (1) interim deposits of eligible institutions,
and (2) the Ohio Subdivision’s Fund.

The Treasurer of State shall charge subdivisions a registration fee to cover
actual and necessary expenses of training subdivision treasurers.  Any necessary
expenses of a treasurer incurred as a result of attending the continuing education
courses shall be borne by the subdivision they represent.

The Treasurer of State may allow any interested person to attend any of the
education programs if, prior to attending the program, the interested person pays
the full registration fee to the Treasurer.

Fees collected by the State Treasurer must be paid into the County Treasurer
Education Fund, created by the Act.

The State Treasurer may adopt reasonable rules to implement these programs.

B. County Treasurers

(1) Newly Elected Treasurers - First time county treasurers are required to complete
education programs consisting of at least 26 hours before taking office. Thirteen
hours of the training must be in the areas of governmental accounting, portfolio
reporting, and compliance and thirteen hours must be in the areas of investments
and cash management.  This requirement begins with treasurers elected in
November 1996 and taking office September 1, 1997.

The Auditor of State shall determine the manner and content of the programs in
the areas of governmental accounting, portfolio reporting, and compliance. The
State Treasurer shall determine the manner and content of the programs on
investments and cash management.

The programs for newly elected treasurers are required to be held between
December 1 and the first Monday of September following the person’s election
to office. Similar initial training may be provided by the State Auditor and State
Treasurer to a county treasurer who is appointed to fill a vacancy or who is
elected at a special election.



(2) Continuing Education - After completing one year in office, the county treasurer
is required to complete not less than 12 hours of annual continuing education
conducted by the State Auditor and the State Treasurer.  All incumbent treasurers
are subject to this requirement as of January 1, 1997.

The State Auditor shall determine the manner and content of education programs
in the subject areas of governmental accounting, portfolio reporting and
compliance, office management, and any other area that the Auditor of State
determines is reasonably related to the duties of the office of county treasurer.

The State Treasurer shall determine the manner and content of education
programs in the subject areas of investments, cash management, the collection
of taxes, ethics, and any other subject area that the Treasurer of State
determines is reasonably related to the duties of county treasurer.

The State Auditor and the State Treasurer are permitted to charge counties a
registration fee to cover the actual and necessary expenses of the training
including instructor fees, site acquisition costs, and course materials. Any
necessary personal expenses of a county treasurer as a result of attending the
training shall be borne by the county.

The State Auditor and State Treasurer may allow any interested person to attend
any of the education programs, provided that before attending the program, the
interested person shall pay the full registration fee.

The fees collected by the State Auditor and State Treasurer must be paid into
the County Treasurer Education Fund, created by the Act.

A county treasurer who fails to complete the initial or continuing education
requirements, without a valid health-related excuse or other special hardship, is
restricted to investing solely in the following investments: (1) the Ohio
Subdivision’s Fund (STAR OHIO);  and (2) time certificates of deposit or deposit
accounts with an eligible depository pursuant to the Uniform Depository Act.

A county treasurer who does not complete the initial or continuing education
requirements and who  invests in an investment not listed above is subject to
removal from office upon complaint and investigation by the county prosecuting
attorney, a hearing, and a resolution adopted by the board of county
commissioners approving the removal from office.

The State Treasurer, with the advice and consent of the State Auditor, is
permitted to adopt reasonable rules to implement the Act’s initial and continuing
education provisions regarding county treasurers.

If you have any question pertaining to this bulletin please contact the Auditor of State Legal
Division at (614) 752-8683 or (800) 282-0370.




